
 

 

HECHO RELEVANTE 

En relación con la adquisición por Banco Santander, S.A. (“Banco Santander”) de 
todas las acciones representativas del capital social ordinario de Sovereign Bancorp Inc. 
(“Sovereign”) de que Banco Santander no es propietario (la “Adquisición”), que fue 
objeto del hecho relevante comunicado el pasado 14 de octubre de 2008, y con la Junta 
General extraordinaria de accionistas de Banco Santander celebrada hoy y que ha sido 
objeto de comunicación de hecho relevante de esta misma fecha, se adjunta a la 
presente comunicación un conjunto de informaciones con el fin de que se puedan 
incorporar por referencia al documento equivalente relativo al aumento de capital que ha 
sido aprobado por la referida Junta General extraordinaria de Banco Santander. Las 
informaciones indicadas son las siguientes: 
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1. Informe del Consejo de Administración de Banco Santander sobre la propuesta de 
aumento de capital aprobado por la citada Junta General extraordinaria de 
accionistas de Banco Santander. 

2. Informe elaborado por KPMG Auditores, S.L., como auditor de cuentas distinto del 
auditor de Banco Santander, nombrado por el Registro Mercantil, en relación con 
la supresión del derecho de suscripción preferente en el aumento de capital antes 
referido. 

3. Informe elaborado por KPMG Auditores, S.L., como experto independiente 
nombrado por el Registro Mercantil, en relación con las aportaciones no dinerarias 
consistentes en acciones ordinarias de Sovereign en el aumento de capital antes 
referido. 

4. Documento redactado en inglés denominado registration statement/proxy 
statement que fue remitido por Banco Santander y por Sovereign a los accionistas 
de Sovereign en el marco de la Adquisición. 

5. Traducción al castellano, a efectos meramente informativos, de determinadas 
partes del documento indicado en el punto 4 anterior. 

 

Boadilla del Monte (Madrid), 26 de enero de 2009 



 

INFORME QUE PRESENTA EL CONSEJO DE ADMINISTRACIÓN DE 

BANCO SANTANDER, S.A. EN RELACIÓN CON LA PROPUESTA A QUE SE 

REFIERE EL PUNTO PRIMERO DEL ORDEN DEL DÍA DE LA JUNTA 

GENERAL EXTRAORDINARIA DE ACCIONISTAS QUE SE CONVOCA 

PARA SU CELEBRACIÓN EN SANTANDER EL 25 DE ENERO DE 2009, EN 

PRIMERA CONVOCATORIA O, EN CASO DE NO REUNIRSE QUÓRUM 

SUFICIENTE EN ESA CONVOCATORIA, EL SIGUIENTE DÍA, 26 DE ENERO 

DE 2009, EN EL MISMO LUGAR, EN SEGUNDA CONVOCATORIA 

El presente informe se formula en relación con la propuesta de aumento del capital 

social que se someterá a aprobación bajo el punto primero del orden del día de la Junta 

General extraordinaria de accionistas convocada para su celebración en Santander, en el 

Palacio de Exposiciones y Congresos (Avenida del Racing, s/n), el día 26 de enero de 

2009, a las 10:00 horas, en segunda convocatoria, para el caso de que, por no haberse 

alcanzado el quórum necesario, dicha Junta no pueda celebrarse en primera 

convocatoria, en el mismo lugar y hora el día 25 de enero de 2009.  El aumento de 

capital indicado tiene por objeto permitir la ejecución de los acuerdos alcanzados por 

Banco Santander, S.A. (en adelante, “Banco Santander”, el “Banco” o la “Sociedad”) 

con Sovereign Bancorp, Inc. (“Sovereign”) para la adquisición, con sujeción al 

cumplimiento o, en su caso, renuncia de determinadas condiciones, de la totalidad de las 

acciones representativas del capital social ordinario de Sovereign de que Banco 

Santander no sea propietario y todo ello mediante la figura del “statutory share 

exchange” conforme a la sección 13.1-721 de la Ley de Sociedades de Virginia, Estados 

Unidos de América (Virginia Stock Corporation Act). 

El informe se emite en cumplimiento de las exigencias establecidas en los artículos de la 

Ley de Sociedades Anónimas números 144 y 152 (respecto del acuerdo de aumento de 

capital y la consiguiente modificación estatutaria), 155.1 (en relación con la aportación 

no dineraria que se prevé como contravalor del aumento) y 159 (en lo que se refiere a la 

exclusión del derecho de suscripción preferente). 



Con la finalidad de facilitar la comprensión de la operación que motiva la propuesta de 

aumento del capital, se ofrece en primer lugar a los accionistas una descripción y 

resumen de los términos esenciales del acuerdo alcanzado con Sovereign y que 

permitirá a Banco Santander, con sujeción al cumplimiento de determinadas 

condiciones (o, en el caso de algunas de ellas, a su renuncia), la adquisición de la 

totalidad del capital ordinario con derecho a voto de Sovereign de que Banco Santander 

no sea propietario.  Con posterioridad se emiten conjuntamente, aunque expuestos en 

apartados diferentes, los informes previstos en los preceptos de la Ley de Sociedades 

Anónimas anteriormente mencionados.  Finalmente, se incluye la propuesta de acuerdo 

de aumento de capital que se somete a la aprobación de la Junta General. 

I. DESCRIPCIÓN DEL ACUERDO ALCANZADO CON SOVEREIGN 

1. Descripción general de la operación 

Con fecha 13 de octubre de 2008, Banco Santander y Sovereign suscribieron un 

contrato (el “Acuerdo con Sovereign”) que tiene por objeto permitir, con sujeción al 

cumplimiento o, en su caso, renuncia, de determinadas condiciones, la adquisición por 

parte de Banco Santander de todas las acciones ordinarias de Sovereign de que Banco 

Santander no sea propietario con entrega a los accionistas ordinarios de Sovereign, 

como contraprestación, de nuevas acciones de Banco Santander, que podrán estar 

representadas por American Depositary Shares (en adelante, “ADSs”) como se indica 

más adelante. 

La operación fue anunciada el 14 de octubre de 2008 mediante un hecho relevante 

remitido a la Comisión Nacional del Mercado de Valores (en adelante, la “CNMV”).  A 

continuación se hace una descripción más detallada de la operación. 

El acuerdo alcanzado entre Banco Santander y Sovereign, una vez realizado el ajuste 

referido en el apartado II de este informe, prevé que los accionistas ordinarios de 

Sovereign recibirán 0,3206 acciones ordinarias de Banco Santander por cada acción 

ordinaria de Sovereign (aproximadamente, una acción de nueva emisión de Banco 

Santander por cada 3,12 acciones ordinarias de Sovereign).  
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Conforme a lo establecido en el Acuerdo con Sovereign, los accionistas ordinarios de 

Sovereign recibirán las nuevas acciones de Banco Santander en forma de ADSs que 

tendrán como subyacente las nuevas acciones de Banco Santander que pudiesen 

corresponderles. No obstante lo anterior, está previsto que aquellos accionistas de 

Sovereign que así lo indiquen podrán recibir esas nuevas acciones de Banco Santander 

directamente a través de una entidad adherida a Iberclear y no en forma de ADSs, 

teniendo en todo caso derecho el Banco a no mantener esta alternativa.  

Como se explica en más detalle en este informe, las acciones ordinarias de Sovereign 

que son actualmente propiedad de Banco Santander no serán canjeadas conforme a lo 

anterior. En concreto, Banco Santander es titular a esta fecha de 165.919.150 acciones 

de Sovereign, que representan aproximadamente el 24,96% del total de acciones 

ordinarias de Sovereign en circulación a 30 de septiembre de 2008.  

El Consejo de Administración de Banco Santander considera que la adquisición de 

Sovereign representa una excelente oportunidad para el Banco, integrando una 

franquicia de banca comercial fuerte en una de las regiones de Estados Unidos más 

prósperas y productivas con un potencial de crecimiento alto, y diversificando 

geográficamente aún más a Banco Santander. 

2. Instrumentación de la operación 

La adquisición -que incluye la entrega a Banco Santander de la totalidad de las acciones 

ordinarias de Sovereign de que Banco Santander no sea propietario, la ampliación de 

capital de Banco Santander que a efectos legales españoles se instrumentará mediante 

aportaciones no dinerarias y la entrega de las nuevas acciones de Banco Santander 

emitidas (representadas, en su caso, en forma de ADSs) a los accionistas de Sovereign- 

se realizará a través del procedimiento del “statutory share exchange” conforme a la 

sección 13.1-721 de la Ley de Sociedades de Virginia. En este informe, las referencias 

hechas a la adquisición se entenderán realizadas a la adquisición mediante este 

procedimiento y las referencias a la ampliación de capital mediante aportaciones no 

dinerarias lo serán a la ampliación de capital que a efectos legales españoles se 
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instrumentará mediante aportaciones no dinerarias como parte integrante de este 

procedimiento. En concreto, conforme a lo establecido en el Acuerdo con Sovereign, la 

realización del “statutory share exchange” requerirá la previa redomiciliación de 

Sovereign del Estado de Pennsylvania al Estado de Virginia, por lo que aquél se 

ejecutará en las siguientes dos fases, que serán efectivas en la misma fecha y sin 

solución de continuidad:  

(A) Redomiciliación de Sovereign. En primer lugar, Sovereign, que en la actualidad 

está domiciliada en el Estado de Pennsylvania, cambiará su domicilio y lugar de 

constitución al Estado de Virginia mediante su absorción por parte de una filial, 

directa e íntegramente participada, de Sovereign constituida en este último Estado 

(en adelante, la “Redomiciliación”). Está previsto que la entidad que absorba a 

Sovereign sea Sovereign Merger Corporation (en adelante, “Sovereign 

Virginia”). 

Como consecuencia de dicha Redomiciliación, (i) cada acción ordinaria de 

Sovereign emitida y en circulación en el momento inmediatamente anterior a la 

efectividad de la Redomiciliación se convertirá en una acción ordinaria de 

Sovereign Virginia; (ii) cada acción ordinaria de Sovereign que ésta tenga en 

autocartera en el momento inmediatamente anterior a la efectividad de la 

Redomiciliación quedará cancelada; y (iii) cada acción ordinaria de Sovereign 

Virginia emitida y en circulación en el momento inmediatamente anterior a la 

efectividad de la Redomiciliación quedará igualmente cancelada. Como resultado 

de todo ello, el accionariado de Sovereign Virginia como entidad resultante de la 

Redomiciliación será el de Sovereign en el momento inmediatamente anterior a la 

efectividad de la Redomiciliación, pero habiendo quedado canceladas las acciones 

en autocartera. Asimismo, por efecto de la Redomiciliación, el patrimonio de 

Sovereign pasará a ser el de Sovereign Virginia. Sovereign Virginia es una 

sociedad íntegramente participada por Sovereign que ha sido constituida el 5 de 

noviembre de 2008 a efectos de la realización de la Redomiciliación. Dada esa 

relación entre Sovereign y Sovereign Virginia y que la Redomiciliación tiene por 
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único objeto permitir la realización del canje obligatorio a que se hace referencia a 

continuación, toda referencia en el presente informe a Sovereign se entenderá 

realizada, en la medida en que se predique de un momento posterior a la 

Redomiciliación, a Sovereign Virginia. 

(B) Intercambio obligatorio de acciones. A continuación, inmediatamente después de 

que la Redomiciliación sea efectiva, se realizará un intercambio vinculante de 

acciones (“statutory share exchange”) de Sovereign (en adelante, el “Canje 

Obligatorio”) cuyos principales efectos serán los siguientes: (i) el Banco recibirá 

la totalidad de las acciones ordinarias de Sovereign Virginia de que el Banco no 

sea propietario, de forma que Sovereign se convertirá en una filial íntegramente 

participada por el Banco; y (ii) el Banco quedará obligado a entregar, mediante la 

ejecución del aumento de capital a que se refiere este informe, nuevas acciones 

ordinarias de Banco Santander (representadas, en su caso, en forma de ADSs) a 

los accionistas ordinarios de Sovereign distintos del Banco. También como parte 

del Canje Obligatorio, las acciones de Sovereign que sean propiedad del Banco 

antes de su efectividad serán canceladas. Esa cancelación, que será simultánea a la 

entrega al Banco de todas las demás acciones ordinarias de Sovereign, supondrá 

que éstas, una vez efectuado el Canje Obligatorio, pasen a representar el 100% del 

capital social ordinario de Sovereign. 

En lo sucesivo, con carácter general, en este informe se hará referencia al Canje 

Obligatorio y a la Redomiciliación previa como la “Operación”.  

El Consejo de Administración de Sovereign se ha comprometido a recomendar 

unánimemente a los accionistas de Sovereign que voten a favor de la Operación y ha 

acordado en beneficio del Banco el levantamiento de las medidas anti-opa estatutarias y 

contractuales (incluyendo las conocidas como “poison pill”) adoptadas por Sovereign, 

elemento clave para posibilitar la realización de la Operación debido a la variedad y 

eficacia de esas medidas que, de otro modo, podrían frustrar su realización.  Asimismo, 

para permitir la realización de la Operación, el Consejo de Administración de Sovereign 

ha levantado las restricciones contractuales acordadas con el Banco al tiempo de su 
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inversión inicial y que limitaban las circunstancias en las que el Banco podía 

incrementar su participación por encima de la actual hasta el 31 de mayo de 2011.  La 

estructura de la Operación, tal y como ha sido brevemente descrita, permite obtener 

varias ventajas frente a una oferta convencional de acciones.  En primer lugar, una vez 

se complete, la Operación vinculará a todos los accionistas ordinarios de Sovereign, con 

independencia de si han asistido o votado en la Junta de accionistas a la que 

seguidamente se hará referencia.  En segundo lugar, facilita la ejecución de la operación 

mediante la entrega de acciones nuevas de Banco Santander, entrega que, por 

diferencias entre el ordenamiento español y estadounidense, requeriría una compleja 

configuración en caso de haberse optado por la realización de una oferta pública de 

adquisición con canje de acciones conforme a Derecho estadounidense.  

Para que la Operación pueda completarse deberán seguirse una serie de pasos: 

1) Aprobación por los accionistas de Sovereign:  Los accionistas de Sovereign 

deberán celebrar una Junta a la que se someterá la aprobación de la Operación.  La 

aprobación de la Operación requiere que a esa Junta concurran presentes o 

representados accionistas que representen la mayoría del capital con derecho a 

voto en esa Junta y, cumpliéndose ese requisito de quórum, que los accionistas 

ordinarios de Sovereign que voten a favor representen al menos la mayoría de las 

acciones ordinarias de Sovereign que hayan ejercitado su derecho al voto en la 

Junta. 

Como se ha dicho, el Consejo de Administración de Sovereign (excepto los 

miembros designados por el Banco, que se han abstenido) se ha comprometido a 

recomendar unánimemente a los accionistas de Sovereign que voten a favor de la 

aprobación de la Operación.  Los miembros del Consejo de Administración de 

Sovereign distintos de los designados por el Banco se han comprometido a votar a 

favor de la Operación respecto de la totalidad de las acciones de Sovereign de las 

que son titulares directa o indirectamente y que ascienden (excluyendo las 

correspondientes a Relational, a quien se hace referencia a continuación) a un total 

de 1.126.440 acciones ordinarias de Sovereign, representativas de, 
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aproximadamente, el 0,17% del total de acciones ordinarias de Sovereign en 

circulación a 30 de septiembre de 2008.   

Adicionalmente, el Banco ha suscrito un acuerdo con Relational Investors LLC y 

otras entidades relacionadas con ésta (en adelante, “Relational”) por el cual se 

han comprometido, en términos similares a los de los consejeros de Sovereign, a 

votar a favor de la Operación con 52.500.000 acciones de Sovereign que 

representan aproximadamente el 7,90% del total de acciones ordinarias de 

Sovereign en circulación a 30 de septiembre de 2008 y que, junto a las de los 

consejeros de Sovereign antes referidas, alcanzarían aproximadamente el 8.07% 

del total de acciones ordinarias de Sovereign en circulación a la referida fecha.  

Relational es el único accionista significativo de Sovereign además del propio 

Banco.  

Los referidos compromisos de voto de Relational y los consejeros de Sovereign 

seguirán siendo vinculantes mientras esté en vigor el Acuerdo con Sovereign 

incluso en el caso de que se realizara una oferta competidora sobre Sovereign. 

2) Acuerdos de los accionistas de Banco Santander:  Asimismo, para que la 

Operación pueda ser efectiva, la Junta General de accionistas de Banco Santander 

deberá decidir y aprobar el aumento de capital con aportaciones no dinerarias y 

exclusión del derecho de suscripción preferente a que este informe hace referencia 

y en virtud del cual se emitirán a favor de los accionistas ordinarios de Sovereign 

las nuevas acciones de Banco Santander que deben entregarse (representadas, en 

su caso, en forma de ADSs) en contraprestación por las acciones de Sovereign 

recibidas por Banco Santander. 

3) Cierre de la Operación:  Dentro del plazo de los tres días hábiles siguientes a la 

fecha en que, habiéndose adoptado los anteriores acuerdos, queden cumplidas el 

resto de condiciones de la adquisición (o, en su caso, se haya renunciado a su 

cumplimiento), tendrá lugar el cierre de la Operación en el que devendrán 

efectivas, sin solución de continuidad entre ellas, la Redomiciliación y el Canje 
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Obligatorio, y Banco Santander recibirá todas las acciones ordinarias emitidas por 

Sovereign, menos las que Sovereign tenga en autocartera o de las que el Banco ya 

sea propietario, que serán canceladas, emitiendo Banco Santander a su vez las 

nuevas acciones en ejecución del aumento de capital objeto de este informe a 

favor de los accionistas ordinarios de Sovereign distintos de Sovereign y del 

propio Banco.  Una vez que la Operación se complete, será vinculante para todos 

los accionistas ordinarios de Sovereign, con independencia de si han asistido, 

presentes o representados, o votado en la Junta de Sovereign a que se someta la 

Operación.   

El Canje Obligatorio afectará pues a todas las acciones ordinarias de Sovereign emitidas 

en la fecha de efectividad de aquél.  Así, cualesquiera acciones ordinarias de Sovereign 

que pudiesen ser emitidas hasta ese momento, conforme a los planes de empleados 

referidos en el apartado I.4 siguiente o por ejercicio de los valores convertibles en 

acciones de Sovereign a que se hace referencia en el apartado II, participarán en la 

Operación en los mismos términos que las restantes acciones ordinarias de Sovereign. 

Las nuevas acciones de Banco Santander que se emitan en el aumento de capital objeto 

de este informe tendrán derecho a todos los dividendos y cualquier otra distribución que 

Banco Santander acuerde o pague a sus accionistas ordinarios a partir de la fecha en que 

el Consejo de Administración o, por delegación, la Comisión Ejecutiva, declaren 

ejecutado el aumento.  Se prevé que el aumento de capital objeto de este informe sea 

ejecutado con anterioridad a la fecha que se tomará en cuenta para determinar los 

accionistas que tendrán derecho a percibir el cuarto dividendo que Banco Santander 

abone a cuenta del ejercicio 2008 y, por tanto, que los titulares de las nuevas acciones 

emitidas en el aumento objeto de este informe recibirán ese dividendo a cuenta.  

3. Condiciones de la Operación  

La Operación está sujeta a que la Redomiciliación y el Canje Obligatorio sean efectivos 

no más tarde del 30 de junio de 2009 o aquella otra fecha (en su caso) que Sovereign y 

Banco Santander acuerden. 
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Adicionalmente, la Operación está sujeta, entre otras, a las siguientes condiciones: 

(a) aprobación de la Operación por la mayoría de los accionistas de Sovereign 

presentes o representados en la Junta de accionistas a que se someterá la 

Operación en los términos referidos en el apartado I.2.1) anterior; 

(b) aprobación de los acuerdos necesarios por parte de la Junta General de accionistas 

de Banco Santander que el Consejo, en su sesión celebrada en la fecha de este 

informe, acuerda convocar; 

(c) el registro por parte de la Securities and Exchange Commission de los Estados 

Unidos de América (en adelante, la “SEC”) de la documentación aplicable 

relativa a la Operación, incluyendo el documento denominado “registration 

statement/proxy statement” que será remitido conjuntamente por Sovereign y 

Banco Santander a los accionistas de Sovereign antes de la celebración de la Junta 

de accionistas de Sovereign conforme a lo antes indicado;  

(d) el registro por parte de la CNMV de la documentación aplicable relativa a la 

emisión, oferta y/o subsiguiente admisión a cotización en las Bolsas de Valores 

españolas de las acciones de Banco Santander que serán entregadas en el marco de 

la Operación y la obtención de la declaración por parte del Banco de España de 

ausencia de objeciones al aumento de capital objeto de este informe; 

(e) la obtención de las aprobaciones regulatorias pertinentes en los Estados Unidos de 

América, entre las que cabe destacar la aprobación por parte de la Federal 

Reserve Board de los Estados Unidos de América (en adelante, la “FED”) y, en 

relación con Sovereign Securities Corporation LLC, una empresa de servicios de 

inversión filial de Sovereign, de la Financial Institutions Regulatory Authority de 

los Estados Unidos; y 

(f) la autorización por parte del Banco de España de la adquisición indirecta de 

Sovereign Bank, filial íntegramente participada de Sovereign, y aquellas otras 
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sociedades integrantes del Grupo Sovereign que tienen la condición de entidades 

de crédito y están domiciliadas en un estado no miembro de la Unión Europea. 

Asimismo, la Operación está sujeta también a otras condiciones relacionadas con 

cuestiones varias tales como la situación legal y económico-financiera de Sovereign y 

de Banco Santander a las que pueden renunciar, respectivamente, el Banco y Sovereign. 

De acuerdo con el calendario estimado de la Operación, y con sujeción al cumplimiento 

del resto de condiciones antes referidas, se espera que la Operación se complete en el 

primer trimestre de 2009. 

4. Tratamiento de los planes de opciones sobre acciones otorgados por 

Sovereign a sus empleados 

Sovereign tiene actualmente vigentes diversos planes de opciones, de entrega de 

acciones y referenciados al valor de la acción de Sovereign otorgados a sus empleados y 

los de sociedades de su grupo (en adelante, los “Planes de Incentivos de Sovereign”). 

De acuerdo con sus términos, los beneficiarios de estos planes tienen derecho a ejercitar 

sus opciones, o a recibir sus acciones, según el caso, durante determinados plazos, que 

varían según los planes, y con sujeción, en algunos casos, al cumplimiento de ciertas 

condiciones. En particular, la Operación, con carácter general, permite a los 

beneficiarios ejercitar sus opciones o recibir sus acciones conforme a los términos de 

esos planes antes del cierre de la Operación.  El Acuerdo con Sovereign establece que, 

en el momento en que tenga lugar el Canje Obligatorio, los derechos otorgados 

conforme a los Planes de Incentivos de Sovereign serán liquidados en dinero tomando 

en cuenta la diferencia entre el precio de la acción de Sovereign en la fecha en que la 

Operación devenga efectiva y el precio de referencia de la acción de Sovereign 

establecido en los Planes de Incentivos de Sovereign. Como única excepción, aquellos 

Planes de Incentivos de Sovereign conforme a los cuales sus participantes son titulares 

de acciones ordinarias de Sovereign, pero éstas están sometidas a restricciones a la 

transmisibilidad durante determinados períodos (“restricted shares”), no serán 

liquidados en dinero en el momento en que tenga lugar el Canje Obligatorio, sino que 
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esas restricciones serán levantadas como consecuencia de la Operación y participarán en 

el Canje Obligatorio como las demás acciones ordinarias de Sovereign.   

Sin perjuicio de lo anterior, hasta que sea efectivo el Canje Obligatorio, los participantes 

en los Planes de Incentivos de Sovereign pueden recibir acciones ordinarias de 

Sovereign conforme a los términos de esos planes, en cuyo caso, como ya se ha dicho, 

participarían con esas acciones en el Canje Obligatorio.  

5. Otros aspectos de la Operación o relacionados con ella 

(A) Liquidación de la Operación:  Dado que habitualmente un número significativo de 

inversores estadounidenses prefieren ser titulares de valores cotizados en Estados 

Unidos en lugar de serlo de acciones cotizadas en una bolsa de valores no 

estadounidense, se ha previsto que las nuevas acciones de Banco Santander que se 

emitan como consecuencia del aumento de capital al que se refiere este informe 

serán suscritas por el depositario del programa de ADSs de Banco Santander, que 

en la actualidad es JPMorgan Chase Bank, N.A., (en adelante, el “Depositario”), 

por cuenta de los accionistas ordinarios de Sovereign distintos del Banco y la 

propia Sovereign.  En su condición de agente de canje de la Operación y 

depositario del programa de ADSs de Banco Santander, y a través en su caso de 

las relaciones operativas del Depositario con DTC (The Depository Trust 

Company, sistema de liquidación y compensación perteneciente al Sistema de la 

Reserva Federal de los Estados Unidos de América), los accionistas ordinarios de 

Sovereign recibirán, al completarse la Operación, ADSs emitidos por el 

Depositario y representativos cada uno de ellos de una acción de Banco 

Santander.  En caso de que el Banco no eliminase la posibilidad de que los 

accionistas ordinarios de Sovereign reciban sus nuevas acciones de Banco 

Santander a través de una entidad adherida a Iberclear y no en forma de ADSs, el 

Depositario, a través de sus relaciones operativas con Santander Investment, S.A. 

(entidad adherida de Iberclear con la que el Depositario mantiene las acciones que 

sirven de subyacente a los ADSs emitidos por él), hará que las nuevas acciones 

del Banco correspondientes a aquellos accionistas de Sovereign que hubiesen 
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elegido esa opción sean entregadas a través de Iberclear a la entidad adherida a 

éste que hubiesen designado esos accionistas de Sovereign.   

Está previsto solicitar la admisión a negociación de los ADSs (que tendrán como 

subyacente las nuevas acciones de Banco Santander emitidas como consecuencia 

del aumento de capital al que se refiere este informe) en la Bolsa de Valores de 

Nueva York con efectos a la fecha de emisión de los ADSs.  

(B) Compromiso de no buscar ofertas competidoras y cláusula penal por terminación:  

En virtud del Acuerdo con Sovereign: 

1.- Sovereign ha acordado abonar a Banco Santander una cantidad de 

95 millones de dólares (aproximadamente 70 millones de euros al tipo de 

cambio US$1,3579:€1,00, que es el tipo de referencia publicado por el 

Banco Central Europeo para el 10 de octubre de 2008, día hábil anterior a la 

firma del Acuerdo con Sovereign, y que es el tomado a los efectos de este 

informe) si (i) el Consejo de Sovereign no recomendase a los accionistas de 

Sovereign que voten a favor de los acuerdos requeridos para ejecutar la 

Operación en la Junta de accionistas de Sovereign o, en su caso, retirase su 

recomendación o Sovereign incumpliese sus obligaciones conforme al 

Acuerdo con Sovereign de forma que las condiciones a que está sometida la 

Operación no pudiesen cumplirse; (ii) en esas circunstancias, el Banco 

decidiese dar por terminado el Acuerdo con Sovereign: y (iii) dentro de los 

doce meses siguientes a esa terminación, Sovereign alcanzase un acuerdo 

definitivo respecto a una propuesta competidora o una propuesta 

competidora se consumase.  La misma cláusula penal por terminación 

resultaría de aplicación si el Banco decidiese dar por terminado el Acuerdo 

con Sovereign por haber ésta incumplido determinadas obligaciones, 

incluyendo su obligación de no buscar ofertas competidoras. 

2.- Sovereign ha acordado no solicitar ni promover una oferta competidora, no 

renunciar en beneficio de terceros a cualquiera de sus medidas anti-opa ni 
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suscribir acuerdos de adquisición con terceros.  No obstante lo anterior, en 

determinados supuestos, Sovereign podría suministrar información a un 

tercero que hubiese realizado una oferta de adquisición no solicitada y 

negociar con ese tercero, pero no dar por terminado el Acuerdo con 

Sovereign como resultado de esas negociaciones.  Por tanto, los accionistas 

de Sovereign tendrán la oportunidad de que se les someta la Operación 

incluso si existiese una oferta competidora.  Adicionalmente, Sovereign ha 

acordado notificar prontamente a Banco Santander cualquier contacto 

recibido por Sovereign en relación con una adquisición competidora de 

Sovereign o cualquier solicitud de información relativa a una posible 

adquisición competidora.  

(C) Aplicación del régimen fiscal especial previsto en el Capítulo VIII del Título VII 

del Texto Refundido de la Ley del Impuesto sobre Sociedades:  Al amparo de lo 

dispuesto en el Capítulo VIII del Título VII del Texto Refundido de la Ley del 

Impuesto sobre Sociedades, aprobado por el Real Decreto Legislativo 4/2004, (en 

adelante, el “TRLIS”) de 5 de marzo, es posible optar por la aplicación del 

régimen fiscal especial de las fusiones, escisiones, aportaciones de activos y canje 

de valores al aumento de capital mediante la aportación no dineraria de las 

acciones ordinarias de Sovereign objeto de la propuesta de acuerdo a que hace 

referencia este informe, debido a que cumple todos los requisitos para ser 

considerado como un canje de valores conforme a lo dispuesto en el apartado 5 

del artículo 83 del TRLIS. 

La aplicación de dicho régimen fiscal especial requiere la opción por el mismo, 

opción que, de acuerdo con el artículo 96 del TRLIS, ha de ser ejercitada por la 

entidad adquirente de los valores (Banco Santander), deberá constar en el 

correspondiente acuerdo social y habrá de ser objeto de comunicación al 

Ministerio de Economía y Hacienda en la forma y plazos que reglamentariamente 

se determinen.  
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Consecuentemente, la propuesta de acuerdo de aumento de capital a que hace 

referencia este informe incluye la opción por la aplicación del régimen fiscal 

especial previsto en el Capítulo VIII del Título VII y en la Disposición Adicional 

Segunda del TRLIS en relación con el aumento de capital mediante la aportación 

no dineraria de las acciones ordinarias de la sociedad Sovereign.  

(D) Documentación adicional a la legalmente exigible que se pondrá a disposición de 

los accionistas.  De acuerdo con la normativa estadounidense, Banco Santander y 

Sovereign enviarán a los accionistas de Sovereign un documento denominado 

“registration statement/proxy statement” que incluirá una descripción detallada de 

la Operación (en adelante, el “Documento USA de la Operación”).  De forma 

adicional a la información legalmente exigida en relación con el aumento de 

capital que se describe en este informe, Banco Santander pondrá a disposición de 

sus accionistas el Documento USA de la Operación una vez éste haya sido 

enviado a los accionistas de Sovereign, en su versión original en inglés y con la 

traducción al castellano de determinados apartados.  El Documento USA de la 

Operación estará disponible en la página web del Banco y a disposición de los 

accionistas en la sede social. Adicionalmente, este documento se remitirá por 

correo a aquellos accionistas del Banco que así lo soliciten.  Esta disponibilidad 

del Documento USA de la Operación para su examen, entrega o envío se entiende 

sin perjuicio de las restricciones a su distribución impuestas por la normativa del 

mercado de valores que pudiese resultar de aplicación. 

Consecuentemente con todo lo anterior, y con el objeto de permitir la ejecución de la 

Operación, el Consejo de Administración de Banco Santander, en su sesión celebrada en 

la fecha de este informe, ha acordado convocar Junta General de accionistas a la que se 

someterá, bajo el punto primero de su orden del día, un aumento de capital mediante 

aportaciones no dinerarias por un importe nominal de 88.703.857,50 euros, mediante la 

emisión y puesta en circulación de 177.407.715 nuevas acciones ordinarias, que serán 

desembolsadas íntegramente con aportaciones no dinerarias consistentes en acciones 

ordinarias de Sovereign mediante la Operación, con exclusión total del derecho de 
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suscripción preferente y para el que se prevé expresamente la posibilidad de suscripción 

incompleta.  El objeto de este informe es, precisamente, el citado aumento de capital.  

II. INFORME DEL CONSEJO DE ADMINISTRACIÓN A LOS EFECTOS DE 

LOS ARTÍCULOS 144 Y 152 DE LA LEY DE SOCIEDADES ANÓNIMAS 

Como se ha indicado en el apartado anterior de este informe, el aumento de capital que 

se propone a la Junta General de accionistas tiene por objeto permitir la ejecución, 

mediante la entrega de acciones de nueva emisión de Banco Santander, de la 

adquisición por parte de Banco Santander de la totalidad del capital ordinario de 

Sovereign. 

La ejecución de la Operación permitirá a Banco Santander ser el propietario de la 

totalidad de las acciones representativas del capital social ordinario emitido de 

Sovereign.  A cambio, los accionistas de Sovereign distintos del propio Banco y la 

propia Sovereign recibirán 0,3206 acciones ordinarias de Banco Santander 

(representadas, en su caso, en forma de ADSs) por cada acción ordinaria de Sovereign 

de que eran propietarios con anterioridad (en adelante, la “Ecuación de Canje”), previa 

ejecución de la Operación y entrega a Banco Santander de sus acciones ordinarias de 

Sovereign.  La Ecuación de Canje expresada fue determinada por Sovereign y el Banco 

para ajustar la ecuación de canje establecida el 13 de octubre de 2008 (de 0,2924 

acciones ordinarias de Banco Santander por cada acción ordinaria de Sovereign) al 

efecto del aumento de capital del Banco anunciado el 10 de noviembre de 2008 y cuya 

ejecución está prevista el 3 de diciembre de 2008 de conformidad con la cláusula anti-

dilución establecida en el Acuerdo con Sovereign.  El factor de ajuste aplicado, que 

resulta de dividir la relación de canje anterior por la Ecuación de Canje, es 

aproximadamente 0,912 (en adelante, el “Factor de Ajuste Anti-Dilutivo”).  

La Ecuación de Canje asume que Sovereign no acordará ni pagará ningún dividendo 

desde la fecha del Acuerdo con Sovereign (13 de octubre de 2008), habiéndose 

comprometido Sovereign a no declarar ni pagar ningún dividendo desde esa fecha y 

hasta que se consume la Operación.  
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Por otra parte, se hace constar que a 13 de octubre de 2008 Sovereign tenía emitidos 

unos valores denominados “Contingent Converible Trust Preferred Income Equity 

Redeemable Securities” (en adelante, “PIERS”) por importe agregado de 700 millones 

de dólares y que, en determinadas circunstancias, son convertibles en acciones 

ordinarias de Sovereign. Esos valores no son automáticamente convertibles en acciones 

de Sovereign como consecuencia de la Operación y, dado que su precio de conversión 

es muy superior al precio actual de mercado de las acciones de Sovereign, se prevé que 

serán muy pocos los valores PIERS convertidos en acciones ordinarias de Sovereign 

antes del cierre de la Operación, si es que llega a producirse alguna conversión.  En 

consecuencia, se prevé que los PIERS no participarán en el Canje Obligatorio si bien, si 

antes de la efectividad de éste se produjesen conversiones de los PIERS, las acciones 

ordinarias de Sovereign emitidas por efecto de la conversión de los PIERS sí 

participarían en el Canje Obligatorio en las mismas condiciones que las restantes 

acciones ordinarias de Sovereign.  

Por último, y como ya ha quedado indicado, los beneficiarios de determinados Planes de 

Incentivos de Sovereign tendrán derecho a ejercitar sus opciones o a recibir acciones 

conforme a esos planes con anterioridad a la fecha de efectividad de la Operación, en 

cuyo caso quedarán sujetos a los términos de la Operación de la misma forma que el 

resto de accionistas ordinarios de Sovereign y, por tanto, tendrán derecho a recibir a 

cambio de sus acciones ordinarias de Sovereign las acciones de Banco Santander 

(representadas, en su caso, en forma de ADSs) que resulten de la Ecuación de Canje.  

Consecuentemente, teniendo en cuenta (i) los términos de la Ecuación de Canje, (ii) que 

el 30 de septiembre de 2008 Sovereign tenía en circulación 664.843.424 acciones 

ordinarias (excluyendo las “restricted shares” vinculadas a planes de empleados); 

(iii) que el número máximo de acciones ordinarias de Sovereign que, desde el indicado 

30 de septiembre de 2008, pueden llegar a ser emitidas bajo los planes de empleados 

vigentes, independientemente de su precio de ejercicio, es de 26.155.222 (incluyendo 

las “restricted shares” vinculadas a planes de empleados); (iv) que el número de 

acciones ordinarias de Sovereign que, desde el indicado 30 de septiembre de 2008 y 
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pese a la escasa probabilidad de que se produzcan conversiones por lo antes señalado, 

podrían llegar a ser emitidas si todos los valores PIERS fuesen convertidos en acciones 

ordinarias de Sovereign es de 28.282.063; y (v) que las acciones ordinarias de 

Sovereign de que es titular Banco Santander y que, conforme se ha señalado antes, no 

serán canjeadas en la Operación, ascienden a 165.919.150, Banco Santander puede tener 

que entregar hasta un máximo de 177.407.715 acciones de nueva emisión.  De 

entregarse el máximo de acciones previstas señalado, el porcentaje que supondrían las 

nuevas acciones en el capital social de Banco Santander ya aumentado sería de 

aproximadamente el 2,17%. 

A tal efecto, el Consejo de Administración de Banco Santander ha acordado proponer a 

la Junta General extraordinaria de accionistas la aprobación de un aumento de capital 

por un importe nominal de 88.703.857,50 euros, mediante la emisión y puesta en 

circulación de 177.407.715 acciones de medio (0,5) euro de valor nominal y cuyo 

contravalor consistirá en aportaciones no dinerarias consistentes en el máximo número 

de acciones ordinarias de Sovereign que podrían ser entregadas en los términos 

descritos en el apartado I anterior.  Las acciones se emitirán por su valor nominal más 

una prima de emisión que será determinada de acuerdo con lo que se indica más 

adelante.  

Aquellos titulares de acciones de Sovereign que tengan un número de acciones 

ordinarias de Sovereign que, aplicando la Ecuación de Canje, arroje un número no 

entero de acciones de Banco Santander (o ADSs) y que, por tanto, tendrían derecho a 

una fracción de acción de Banco Santander (o ADS), no recibirán esas fracciones.  Las 

fracciones de dichas acciones o ADSs serán agregadas y vendidas en el mercado con 

posterioridad a la fecha en la que se ejecute el aumento de capital y los fondos netos 

obtenidos en esta venta serán distribuidos a prorrata entre los titulares de acciones de 

Sovereign según sus respectivas fracciones.  No puede asegurarse el importe que los 

accionistas de Sovereign percibirán como consecuencia de la venta de las referidas 

fracciones.   
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Teniendo en cuenta la Ecuación de Canje acordada, es muy probable que el número 

total de acciones ordinarias de Sovereign que deban ser aportadas al aumento de capital 

objeto de este informe, multiplicado por la Ecuación de Canje, resulte en un número no 

entero de acciones de Banco Santander.  En consecuencia, la propuesta de acuerdo 

prevé la posibilidad de que, a efectos del aumento, el número total de acciones de Banco 

Santander a emitir conforme al aumento pueda ser redondeado a la baja hasta el número 

entero más cercano al producto del número total de acciones ordinarias de Sovereign 

aportadas a Banco Santander en el aumento multiplicado por la Ecuación de Canje y 

que el canje de las acciones de Sovereign correspondientes a los decimales así 

redondeados sea atendido utilizando una acción de Banco Santander que éste tenga en 

autocartera. 

El tipo de emisión (nominal más prima de emisión) de cada nueva acción de Banco 

Santander será igual al precio de cierre de la acción de Banco Santander en el Sistema 

de Interconexión Bursátil (SIBE) el día hábil bursátil inmediatamente anterior a la fecha 

de la Junta General de accionistas, siempre que ese precio de cierre: 

(i)  sea superior a 8,05 euros (valor neto patrimonial por acción de las acciones de 

Banco Santander ya existentes según los estados financieros consolidados de la 

Sociedad a 30 de septiembre de 2008, que han sido auditados por el auditor 

externo de la Sociedad).  De ser igual o inferior, el tipo de emisión por acción será 

de 8,06 euros, y  

(ii)  no sea superior a 8,75 euros (resultante de aplicar el tipo de cambio 

US$1,3579:€1,00 al producto del precio de cierre del ADS de Banco Santander en 

la Bolsa de Valores de Nueva York el 10 de octubre de 2008, que fue de 

13,03 dólares, por 0,912 como Factor de Ajuste Anti-dilutivo por el aumento de 

capital del Banco anunciado el 10 de noviembre de 2008 y cuya ejecución está 

prevista el 3 de diciembre de 2008).  De serlo, el tipo de emisión por acción será 

de 8,75 euros.  
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El tipo de emisión (y, por tanto, la prima de emisión) de cada nueva acción será 

determinado, conforme a las anteriores reglas, al amparo de lo establecido en el artículo 

159.1.c) in fine de la Ley de Sociedades Anónimas, por el Consejo de Administración, 

que podrá sustituir a su vez estas facultades a favor de la Comisión Ejecutiva, no más 

tarde de la fecha de ejecución del acuerdo de aumento de capital. 

El contravalor de este aumento consistirá íntegramente en aportaciones no dinerarias al 

patrimonio social de Banco Santander que serán, precisamente, acciones ordinarias de 

Sovereign. 

Como ya ha quedado indicado, en el momento en que se complete la Operación, las 

acciones ordinarias de Sovereign (incluyendo las que hayan de emitirse antes de la 

efectividad de la Operación) de que sean titulares los accionistas de Sovereign distintos 

de Sovereign y del propio Banco serán entregadas a Banco Santander en virtud del 

Canje Obligatorio.  A cambio, los accionistas ordinarios de Sovereign, a través del 

Depositario, como suscriptor del aumento de capital objeto de este informe por cuenta 

de aquéllos, tendrán derecho a recibir las acciones de nueva emisión de Banco 

Santander (en su caso, conforme a lo anterior, representadas en forma de ADSs) que les 

correspondan de acuerdo con los términos de la Ecuación de Canje y de acuerdo con la 

regla aplicable a las fracciones de acciones indicada anteriormente. De este modo, el 

aumento de capital quedará suscrito mediante aportación de acciones ordinarias de 

Sovereign, previa exclusión del derecho de suscripción preferente de los actuales 

accionistas y titulares de obligaciones convertibles de Banco Santander. 

Este acuerdo comportará una modificación de la cifra del capital social y del número de 

acciones en que éste se divide que figuran en los apartados 1 y 2 del artículo 5 de los 

Estatutos Sociales.  Dado que el acuerdo de ampliación propuesto prevé la emisión del 

número de acciones que serían necesarias si se ejecutaran todas las opciones y derechos 

bajo los Planes de Incentivos de Sovereign que puedan ser ejercitados con anterioridad a 

la fecha de efectividad de la Operación y se produjera la conversión de todos los valores 

PIERS, pero tales asunciones pudieran no confirmarse en la realidad, se prevé 

expresamente la suscripción incompleta a los efectos establecidos en el artículo 161 de 
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la vigente Ley de Sociedades Anónimas.  Congruentemente con ello, se delega en el 

Consejo de Administración, a quien se faculta para fijar la fecha de ejecución del 

acuerdo, la adaptación del texto de los apartados 1 y 2 del artículo 5 de los Estatutos 

Sociales a la cifra de capital definitivamente resultante de la suscripción del aumento de 

capital.  El Consejo de Administración podrá sustituir a su vez estas facultades a favor 

de la Comisión Ejecutiva. 

III. INFORME DEL CONSEJO DE ADMINISTRACIÓN A LOS EFECTOS 

DEL ARTÍCULO 155.1 DE LA LEY DE SOCIEDADES ANÓNIMAS 

Por tratarse de un aumento de capital con aportaciones no dinerarias, y de conformidad 

con lo establecido en el artículo 155.1 de la Ley de Sociedades Anónimas, procede la 

emisión de un informe en el que se describan con detalle las aportaciones proyectadas, 

las personas que hayan de efectuarlas, el número y valor nominal de las acciones que 

hayan de entregarse y las garantías adoptadas según la naturaleza de los bienes en que la 

aportación consista. 

En cumplimiento de esta exigencia legal, los administradores manifiestan lo siguiente: 

Primero.- Las aportaciones proyectadas que se incorporarán al patrimonio social 

de Banco Santander consistirán en acciones representativas del capital social ordinario 

emitido de Sovereign de forma que, consumada la Operación, Sovereign pasará a ser 

una sociedad íntegramente participada por el Banco. 

Sovereign tiene su domicilio social en 1500 Market Street, Philadelphia, 

Pennsylvania, 19102, Estados Unidos de América y número de identificación registral 

del Departamento de Estado de Pennsylvania 936.094 y, como consecuencia de la 

Redomiciliación, pasará a tener su domicilio social en 901 E. Cary Street, Richmond, 

Virginia, 23219, Estados Unidos de América y a tener número de identificación 

registral del Departamento de Estado de Virginia 0701882-3. Sus acciones ordinarias se 

encuentran admitidas a cotización en la Bolsa de Valores de Nueva York. 
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Sovereign es la compañía matriz de Sovereign Bank, una institución financiera 

cuyos mercados principales están en el noreste de Estados Unidos.  A 30 de septiembre 

de 2008, Sovereign tenía activos totales por importe de 77.321 millones de dólares 

(equivalentes a aproximadamente 56.942 millones de euros a un tipo de cambio 

US$1,3579:€1,00), con ingresos por intereses para el período de nueve meses finalizado 

el 30 de septiembre de 2008 de aproximadamente 3.038 millones de dólares 

(equivalentes a aproximadamente 2.237 millones de euros al tipo de cambio antes 

indicado).  A 30 de septiembre de 2008, Sovereign Bank tenía 747 sucursales, más de 

2.300 cajeros y unos 11.976 empleados. Sovereign ofrece una amplia selección de 

servicios y productos financieros en banca minorista y, también, aunque su presencia en 

estar áreas es limitada, en banca de negocios y corporativa, gestión de efectivo, 

mercados de capitales, gestión de patrimonios y seguros.  

A 30 de septiembre de 2008, los fondos propios (shareholders’ equity) de 

Sovereign ascendían a 7.338 millones de dólares y su capital social ordinario emitido 

ascendía a 7.713 millones de dólares y estaba representado por 664.843.424 acciones 

ordinarias, que no tienen valor nominal.  El capital social emitido de Sovereign está 

también integrado por 8.000 acciones preferentes sin voto y sin valor nominal con un 

derecho de liquidación preferente de 25.000 dólares cada una. Estas acciones 

preferentes no serán canjeadas por acciones de Banco Santander en la Operación y, por 

tanto, no formarán parte de las aportaciones no dinerarias proyectadas a efectos de este 

aumento de capital.  

Tal y como se ha señalado anteriormente, en la fecha en la que la Operación se 

complete, Banco Santander recibirá todas las acciones ordinarias de Sovereign que no 

sean propiedad de la propia Sovereign o del Banco.  Será, por tanto, en este momento 

cuando Banco Santander recibirá la aportación no dineraria correspondiente al aumento 

de capital a que se refiere este informe.  En esa fecha, y de acuerdo con lo indicado en el 

apartado I de este informe, el número de acciones ordinarias emitidas podría haberse 

incrementado como consecuencia del ejercicio de opciones emitidas o de derechos a 

recibir acciones otorgados al amparo de los Planes de Incentivos de Sovereign vigentes 
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o de la conversión, en su caso, de los valores PIERS.  El número máximo de acciones 

de Sovereign que pueden llegar a emitirse en aplicación de esos planes, de acuerdo con 

sus términos e independientemente de los precios de ejercicio es de 26.155.222 

(incluyendo las “restricted shares” vinculadas a planes de empleados), y el número 

máximo de acciones de Sovereign que podrían llegar a emitirse por conversión de los 

valores PIERS es de 28.282.063, por lo que en la fecha de ejecución del aumento 

Sovereign podría tener en circulación un máximo de 719.280.709 acciones ordinarias y, 

si se deducen las que son propiedad del Banco, un máximo de 553.361.559 acciones.  

Por las razones explicadas, este número máximo de acciones ordinarias de Sovereign 

deducidas las que son propiedad del Banco ha sido el que se ha considerado a efectos de 

determinar el importe del aumento de capital que el Consejo de Administración propone 

a la Junta General de accionistas teniendo en cuenta la Ecuación de Canje.  

Como se ha señalado antes, los accionistas ordinarios de Sovereign tendrán 

derecho a recibir 0.3206 acciones ordinarias de nueva emisión de Banco Santander 

(representadas, en su caso, en forma de ADSs) por acción ordinaria de Sovereign que el 

Banco reciba en los términos expuestos en el apartado I anterior.  

Segundo.- Las acciones de nueva emisión de Banco Santander serán suscritas por 

el Depositario del programa de ADSs de Banco Santander por cuenta de los accionistas 

ordinarios de Sovereign.  Como ya se ha indicado, la instrumentación de la suscripción 

de las nuevas acciones de Banco Santander a través del Depositario por cuenta de los 

accionistas de Sovereign permitirá su inclusión en el sistema de liquidación y 

compensación de los Estados Unidos de América denominado DTC, al actuar el 

Depositario como enlace entre Iberclear y el sistema DTC conforme al programa de 

ADSs de Banco Santander. 

En cuanto a la entrega de las aportaciones proyectadas, como ya se ha indicado, se 

convocará una Junta General de accionistas de Sovereign con el objeto de que los 

accionistas de Sovereign, que suscribirán el aumento de capital objeto de este informe 

de la forma indicada en el párrafo anterior, aprueben la Operación.  En el momento en 

que la Operación se complete, y de acuerdo con lo previsto en la normativa 
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estadounidense, la totalidad de las acciones ordinarias de Sovereign de que no sea titular 

el propio Banco o Sovereign serán entregadas a Banco Santander como contraprestación 

por el aumento de capital a que se refiere este informe.  Una vez que Banco Santander 

haya recibido las acciones ordinarias de Sovereign conforme a lo anterior, Banco 

Santander entregará a los accionistas de Sovereign, a través del Depositario y de la 

forma descrita más arriba, las nuevas acciones de Banco Santander (representadas, en su 

caso, en forma de ADSs) en los términos acordados en la Ecuación de Canje. 

Tercero.- El número máximo de acciones a emitir por Banco Santander es de 

177.407.715, de medio (0,5) euro de valor nominal cada una.  

No obstante, el número concreto de acciones de Banco Santander que serán 

suscritas en el aumento de capital, dentro del indicado en el párrafo anterior, será el que 

corresponda de acuerdo con la Ecuación de Canje y teniendo en cuenta el capital social 

ordinario de Sovereign emitido en la fecha en que la Operación se complete, que 

incluirá las acciones ordinarias de Sovereign emitidas como consecuencia del ejercicio 

con anterioridad a la efectividad de la Operación de opciones emitidas y de las entregas 

de acciones realizadas al amparo de los Planes de Incentivos de Sovereign vigentes o de 

la conversión, en su caso, de los valores PIERS.  

Por estas razones, y de conformidad con lo previsto en el artículo 161.1 de la Ley 

de Sociedades Anónimas, se prevé expresamente la posibilidad de suscripción 

incompleta del aumento. 

Cuarto.- Finalmente, y en cuanto a las garantías adoptadas según la naturaleza 

de los bienes en que la aportación consista, en cumplimiento de lo dispuesto en el 

artículo 38 de la Ley de Sociedades Anónimas, el Registro Mercantil de Cantabria 

designará un experto independiente que describirá la aportación no dineraria, con sus 

datos de identificación, así como los criterios de valoración adoptados, indicando si los 

valores a que éstos conducen corresponden al número, valor nominal y prima de 

emisión de las acciones a emitir en contrapartida. 
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IV. INFORME DEL CONSEJO DE ADMINISTRACIÓN A LOS EFECTOS 

DEL ARTÍCULO 159 DE LA LEY DE SOCIEDADES ANÓNIMAS 

El aumento de capital que se propone a la Junta General de accionistas de Banco 

Santander incluye la propuesta de exclusión del derecho de suscripción preferente de los 

accionistas y de los titulares de obligaciones convertibles.  

Esta propuesta de exclusión del derecho de suscripción preferente de los accionistas y 

de los titulares de obligaciones convertibles se justifica teniendo en cuenta que el 

contravalor del aumento del capital social propuesto a la Junta General consiste en las 

aportaciones no dinerarias descritas en el apartado anterior.  Por tanto, corresponderá a 

las personas, distintas de Sovereign y del Banco, que sean accionistas ordinarios de 

Sovereign en la fecha en que se complete la Operación (o al Depositario por cuenta de 

esos accionistas), recibir las nuevas acciones que emitirá Banco Santander en 

contraprestación (representadas, en su caso, en forma de ADSs), todo ello en la forma 

descrita en este informe. 

De conformidad con ello, y a la vista de lo previsto en el artículo 159 de la Ley de 

Sociedades Anónimas, procede la elaboración y puesta a disposición de los accionistas 

de un informe elaborado por los administradores en el que se justifique detalladamente 

la propuesta y el tipo de emisión de las acciones, con indicación de las personas a las 

que aquéllas habrán de atribuirse. 

A tal efecto, los administradores de Banco Santander informan a los accionistas de lo 

siguiente: 

Primero.- La ejecución del aumento de capital que se propone a la Junta General 

de accionistas permitirá la integración de Sovereign dentro del Grupo Santander. Esta 

integración es considerada por este Consejo de Administración de excepcional interés 

para el Grupo Santander.  

En primer lugar, la adquisición de Sovereign permitirá al Grupo Santander entrar 

en el mercado de banca comercial y minorista estadounidense en una región que, a 

 - 24 -



juicio del Consejo de Administración del Banco, está mostrando un mejor 

comportamiento en la actual situación de mercado.  Sovereign tiene una significativa 

cuota de mercado en depósitos en cinco de los ocho Estados en los que está presente y 

un modelo de negocio centrado en la banca minorista y para pequeñas empresas, siendo 

ambas características coherentes con la estrategia general del Banco.  La Operación, 

además, contribuye significativamente a la diversificación geográfica del Grupo.  

Asimismo, sobre la base de un precio por acción ordinaria de Sovereign de 3,81 dólares 

(2,806 euros al tipo de cambio US$1,3579:€1,00), el Consejo de Administración de 

Banco Santander espera que la adquisición de las acciones ordinarias de Sovereign que  

no controla produzca un retorno sobre la inversión de aproximadamente el 15% en el 

año 2011 tomando en consideración la inversión total que habrá realizado el Banco para 

la adquisición de la totalidad de las acciones ordinarias de Sovereign y de 

aproximadamente el 30% en el año 2011 si únicamente se toma en cuenta la inversión 

correspondiente a la Operación (es decir, sin incluir la inversión para la adquisición de 

la participación actual del Banco en Sovereign).  Por último, la adquisición de las 

acciones de Sovereign mediante la entrega en contraprestación de acciones de nueva 

emisión del Banco, permitirá al Grupo Santander, además de hacerse con el control de 

la totalidad del capital ordinario emitido de Sovereign, acogiéndose al régimen de 

neutralidad fiscal previsto en la normativa vigente, incrementar el importe de sus 

recursos propios.  En consecuencia, la ejecución de la Operación en los términos 

descritos es considerada por el Consejo de Administración como satisfactoria para los 

intereses sociales de Banco Santander.  

A continuación se desarrollan en mayor detalle las razones por las que los 

administradores de Banco Santander entienden que la Operación y, por tanto, el 

aumento de capital están justificados por razones de interés social, si bien las 

manifestaciones sobre resultados financieros no tienen por objeto dar a entender que los 

beneficios por acción futuros de Banco Santander o de Sovereign alcanzarán 

necesariamente los objetivos referidos más abajo o cualquier otro importe: 
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1.-  Expansión internacional de la red de banca minorista del grupo  

La integración de Sovereign permitirá la entrada del Grupo Santander al sector de 

banca comercial y minorista en el mercado más importante del mundo y el 

reforzamiento de su franquicia bancaria internacional con una mayor 

diversificación geográfica, en fuentes de ingresos y “mix” de negocios, con 

actividades en tres zonas monetarias (euro, dólar y libra).  Así, en términos de 

depósitos y con cifras a 30 de septiembre de 2008, si Sovereign hubiera sido una 

filial íntegramente participada de Banco Santander a esa fecha, Sovereign 

representaría aproximadamente el 8% del total de depósitos del Grupo Santander, 

convirtiéndose como consecuencia de la adquisición en el tercer mercado nacional 

más importante para el Grupo, por detrás de Reino Unido y España y por delante 

de Brasil (excluyendo Banco Real), México y Chile, y el peso relativo de las 

principales unidades de banca comercial y minorista del Banco cambiaría como se 

indica en el cuadro incluido a continuación:  

 
Peso relativo en términos de depósitos 

a 30 de septiembre de 2008 
 Sin Sovereign Con Sovereign 
Reino Unido (1) 42% 39% 
España  27% 24% 
Latinoamérica (2)  20% 18% 

________________________ 
(1) Excluyendo Alliance & Leicester y depósitos de Bradford & Bingley. 
(2) Excluyendo Banco Real. 

 

Estados Unidos es el mercado bancario más grande del mundo por depósitos, ha 

registrado crecimientos del producto interior bruto y de la población superiores a 

los de la Unión Europea  en veintitrés de los últimos veinticinco años y, pese a las 

incertidumbres del entorno económico actual, es de esperar que los entidades que 

sobrevivan la actual crisis salgan reforzadas en términos de competitividad y 

tengan significativas oportunidades de crecimiento.  El Consejo de 

Administración considera que el mercado bancario estadounidense es muy 

interesante y ofrece importantes oportunidades de crecimiento y creación de valor 
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a medio plazo. Además, la entrada en el mercado bancario estadounidense mejora 

la diversificación geográfica de Banco Santander. 

Sovereign tiene un tamaño relativo adecuado para la entrada del Grupo Santander 

en el mercado estadounidense, siendo la institución de ahorros (“thrift”) más 

grande de Estados Unidos y uno de los 20 bancos más importantes de Estados 

Unidos, con 77.321 millones de dólares de activos y 43.123 millones de dólares 

de depósitos a 30 de septiembre de 2008 (equivalentes, respectivamente, a 

aproximadamente 56.942 y 31.757 millones de euros a un tipo de cambio 

US$1,3579:€1,00), y teniendo una presencia significativa en mercados 

particularmente atractivos dentro de Estados Unidos (con 747 sucursales y más de 

2.300 cajeros automáticos).   

Además, los administradores de Banco Santander consideran que los riesgos de la 

adquisición se ven sustancialmente reducidos dada la experiencia y éxito de 

anteriores adquisiciones del Banco en otros mercados en que no tenía presencia y 

el conocimiento del mercado de Estados Unidos y de Sovereign.  En particular, 

Banco Santander ha tenido un contacto significativo con el mercado bancario 

minorista estadounidense durante más de quince años: primero, desde 1991 hasta 

1997, a través de la inversión en First Fidelity, entidad que luego formó First 

Union y finalmente se convirtió en Wachovia, y desde octubre de 2005 a través de 

su inversión minoritaria en Sovereign, inversión que ha permitido al Banco 

conocer en profundidad el mercado y la entidad.  

El Consejo de Administración entiende que la Operación creará valor para los 

accionistas de Banco Santander, incluidos los accionistas de Sovereign que 

pasarán a ser accionistas de Banco Santander como consecuencia de la Operación. 

2.- Objetivos para Sovereign 

El modelo de negocio de Sovereign enfocado en banca minorista y para la 

pequeña y mediana empresa permite exportar a Sovereign el modelo de negocio 

comercial de Banco Santander que, en otras operaciones de entrada en nuevos 
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mercados, ha ayudado a mejorar la eficiencia y productividad comercial de los 

negocios adquiridos.  En particular, Banco Santander tiene una experiencia 

significativa en la consecución de ahorros de costes y mejoras de la eficiencia en 

sus adquisiciones estratégicas, a través de, entre otras iniciativas, la implantación 

de su plataforma tecnológica, la puesta en marcha de mejores prácticas y la 

optimización de operaciones y oficinas. 

Los administradores de Banco Santander consideran que las características de 

Sovereign permitirán tanto a Banco Santander como a Sovereign y a los 

depositantes y clientes de Sovereign beneficiarse de la aplicación de esa 

experiencia a Sovereign.  La introducción por parte de Banco Santander de 

sistemas de tecnología de la información, de iniciativas para incrementar el 

número de productos financieros por cliente y de medidas para incrementar las 

áreas de contacto con los clientes, así como la experiencia del Banco en la 

racionalización de costes redundantes, deberían permitir a Banco Santander 

conseguir en Sovereign los objetivos de mejora de eficiencia e incremento de la 

productividad comercial que el Banco tradicionalmente persigue en los negocios 

que adquiere.   

El Consejo de Administración de la Sociedad espera que la Operación cumpla con 

los criterios financieros que Banco Santander ha comunicado previamente al 

mercado, tanto desde el punto de vista de su contribución al beneficio por acción 

de Banco Santander en un período razonable de tiempo como del retorno sobre 

inversión por encima de su coste de capital.  En particular, como se ha dicho antes 

y sobre la base de un precio por acción ordinaria de Sovereign de 3,81 dólares 

(2,806 euros al tipo de cambio US$1,3579:€1,00), el Consejo de Administración 

de Banco Santander espera que la adquisición de las acciones de Sovereign en la 

Operación produzca un retorno sobre la inversión de aproximadamente el 15% en 

el año 2011 tomando en consideración la inversión total que habrá realizado el 

Banco para la adquisición de la totalidad de las acciones ordinarias de Sovereign y 

de aproximadamente el 30% en el año 2011 si únicamente se toma en cuenta la 
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inversión correspondiente a la Operación (es decir, sin incluir la inversión para la 

adquisición de la participación actual del Banco en Sovereign).   

Con el fin de mitigar los potenciales riesgos asociados con la Operación, el Banco 

tiene intención de atenuar los riesgos de crédito y liquidez de Sovereign, 

continuando, en particular, el programa de desapalancamiento ya iniciado por 

Sovereign para reducir los activos ponderados por riesgo de Sovereign. 

Los administradores de Banco Santander estiman que el impacto de la Operación 

en los ratios consolidados de capital de Banco Santander será de -20 puntos 

básicos en “core capital”, -30 puntos en Tier I y -38 puntos en el ratio BIS II.   

En vista de todo lo que antecede, el Consejo de Administración de Banco 

Santander estima que el aumento de capital a que se refiere este informe está 

sobradamente justificado por razones de interés social.  Consecuentemente, y dado que 

las características de la Operación propuesta implican la imposibilidad de mantener el 

derecho de suscripción preferente de los accionistas y titulares de obligaciones 

convertibles de Banco Santander, se propone a la Junta General su exclusión estimando, 

como ha quedado dicho y razonado, que así lo exige el interés social de Banco 

Santander. 

Segundo.- El Consejo de Administración de Banco Santander, con el 

asesoramiento financiero de J.P. Morgan Securities Inc., Goldman Sachs y Merrill 

Lynch, ha efectuado un análisis de valoración de Sovereign aplicando las siguientes 

metodologías y criterios de valoración, de general aceptación por la comunidad de 

financiera y adecuadas a la operación objeto de este informe:  

- Modelo de cálculo de valor a mercado de las carteras de préstamos e 

inversión de Sovereign:  este modelo incluye un análisis de las pérdidas 

potenciales de cada producto de las diferentes carteras. 

- Valoración basada en múltiplos de mercado de bancos comparables:  se 

obtuvieron los múltiplos implícitos calculados sobre el beneficio neto 
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esperado de Sovereign para el periodo 2008-2011 y se compararon con los 

múltiplos de mercado de bancos comparables. De igual forma se valoró el 

“Tangible Common Equity” de Sovereign como medida de sus recursos 

propios básicos. 

- Mejoras en ingresos y ahorros de costes: se analizaron y estimaron las 

mejoras en ingresos y ahorros de costes realizables por el Banco Santander 

en Sovereign.  

- Modelo de descuento de dividendos:  este modelo incorpora el valor 

presente de las mejoras en ingresos y ahorros de costes previstos, reflejando 

así el impacto que la gestión del adquirente tendría sobre la entidad, y 

considera también en las proyecciones financieras los costes e inversiones 

previstos y considerados necesarios para el logro de esas mejoras y ahorros. 

- Se analizó el impacto estimado de la adquisición de Sovereign sobre el 

beneficio por acción del Banco.  De acuerdo con las estimaciones tomadas 

en consideración por los administradores de Banco Santander se prevé que 

la Operación producirá un incremento del beneficio por acción de Banco 

Santander en un período razonable de tiempo en línea con los criterios 

financieros que Banco Santander ha comunicado previamente al mercado. 

Como consecuencia de este análisis, cada acción ordinaria de Sovereign se valora 

en 3,81 dólares (2,806 euros considerando un tipo cambio de 1,3579 dólares por cada 

euro) a efectos de calcular el número de acciones ordinarias de Sovereign que se 

entregarán por cada acción de Banco Santander que se emita en la ampliación de 

capital.  

Los términos de la Operación y en particular la entrega de 0,3206 acciones 

ordinarias de Banco Santander por cada acción ordinaria de Sovereign, se basan en el 

precio de cierre del ADS de Banco Santander en la Bolsa de Valores de Nueva York el 

10 de octubre de 2008 (el último cierre bursátil anterior al Acuerdo con Sovereign), que 
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fue de 13,03 dólares por ADS, un tipo de cambio de 1,3579 dólares por cada euro y el 

Factor de Ajuste Anti-Dilutivo.  

Por lo tanto, considerando lo anterior y el asesoramiento financiero recibido de 

J.P. Morgan Securities Inc., Goldman Sachs, y Merrill Lynch, los administradores de 

Banco Santander estiman que los términos económicos de la Operación, el aumento de 

capital social descrito en el presente informe y, en particular, la Ecuación de Canje, son 

adecuados para el Banco.  

Tercero.- El artículo 159.1 c) de la Ley de Sociedades Anónimas establece la 

posibilidad de que en los aumentos de capital con exclusión del derecho de suscripción 

preferente las sociedades cotizadas emitan las acciones nuevas a cualquier precio, 

siempre y cuando sea superior al valor neto patrimonial, pudiendo limitarse la Junta 

General a establecer el procedimiento para su determinación. 

Al amparo de esta previsión legal, los administradores han decidido proponer a la 

Junta General, para el aumento de capital a que se refiere este informe, un tipo de 

emisión de 0,5 euros de valor nominal más una prima de emisión, que será fijada de 

acuerdo con el criterio que se indica a continuación. 

El tipo de emisión (nominal más prima de emisión) de cada nueva acción de 

Banco Santander será igual al precio de cierre de la acción de Banco Santander en el 

Sistema de Interconexión Bursátil (SIBE) el día hábil bursátil inmediatamente anterior a 

la fecha de aprobación de este aumento por la Junta General de accionistas, siempre que 

ese precio de cierre: 

(i)  sea superior a 8,05 euros (valor neto patrimonial por acción de las acciones 

de Banco Santander ya existentes según los estados financieros 

consolidados de la Sociedad a 30 de septiembre de 2008, que han sido 

auditados por el auditor externo de la Sociedad).  De ser igual o inferior, el 

tipo de emisión por acción será de 8,06 euros, y 
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(ii)  no sea superior a 8,75 euros (resultante de aplicar el tipo de cambio 

US$1,3579:€1,00 al producto del precio de cierre del ADS de Banco 

Santander en la Bolsa de Valores de Nueva York el 10 de octubre de 2008, 

que fue de 13,03 dólares, por 0,912 como Factor de Ajuste Anti-dilutivo por 

el aumento de capital del Banco anunciado el 10 de noviembre de 2008 y 

cuya ejecución está prevista el 3 de diciembre de 2008).  De serlo, el tipo de 

emisión por acción será de 8,75 euros 

El tipo de emisión (y, por tanto, la prima de emisión) de cada nueva acción será 

determinado, conforme a las anteriores reglas, al amparo de lo establecido en el artículo 

159.1.c) in fine de la Ley de Sociedades Anónimas, por el Consejo de Administración, 

que podrá sustituir a su vez estas facultades a favor de la Comisión Ejecutiva, no más 

tarde de la fecha de ejecución del acuerdo de aumento de capital. 

Así pues, y con independencia de las valoraciones a que se ha hecho referencia en 

el apartado segundo precedente, resulta un tipo de emisión mínimo de 8,06 euros, 

superior al valor neto patrimonial, tal y como quedará acreditado mediante informe 

emitido por un auditor de cuentas distinto del de la Sociedad que se pondrá a 

disposición de los accionistas, todo ello de conformidad con el artículo 159 de la Ley de 

Sociedades Anónimas.  Asimismo, resulta un tipo de emisión máximo de 8,75 euros. 

Cuarto.- En cuanto a las personas a las que habrán de entregarse las nuevas 

acciones, como ya se ha indicado, Sovereign convocará una Junta General de sus 

accionistas, con el objeto de que los accionistas de Sovereign aprueben las resoluciones 

necesarias para llevar a cabo la Operación.  En el momento en que la Operación se 

complete, y de acuerdo con lo previsto en la normativa estadounidense, la totalidad de 

las acciones ordinarias de Sovereign de que no sea propietario Sovereign o el Banco se 

entregarán a Banco Santander como contraprestación por el aumento de capital a que se 

refiere este informe.  Una vez que esas acciones ordinarias de Sovereign hayan sido 

entregadas a Banco Santander, el Depositario suscribirá, por cuenta de los accionistas de 

Sovereign distintos del propio Banco, las nuevas acciones de Banco Santander en los 

términos acordados en la Ecuación de Canje.  
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V. PROPUESTA DE ACUERDO A SOMETER A LA JUNTA GENERAL 

El texto íntegro de la propuesta de aumento de capital social que se somete a la Junta 

General de accionistas es el siguiente: 

“1. Aumento de capital social mediante aportaciones no dinerarias 

Se acuerda aumentar el capital social por un importe nominal de 88.703.857,50 euros, 

mediante la emisión y puesta en circulación de 177.407.715 acciones ordinarias de 

medio (0,5) euro de valor nominal, de la misma clase y serie que las actualmente en 

circulación y representadas mediante anotaciones en cuenta.  Las acciones se emitirán 

por su valor nominal de medio (0,5) euro más una prima de emisión que será 

determinada, al amparo de lo previsto en el artículo 159.1.c) in fine de la Ley de 

Sociedades Anónimas, por el Consejo de Administración o, por delegación, por la 

Comisión Ejecutiva, no más tarde de la fecha de ejecución del acuerdo mediante el 

procedimiento que más adelante se señala y con un importe que en todo caso quedará 

comprendido entre un mínimo de 7,56 euros y un máximo de 8,25 euros por acción.  De 

este forma el tipo de emisión será fijado entre un mínimo de 8,06 euros y un máximo de 

8,75 euros, de conformidad con el procedimiento que más adelante se dirá. 

Las acciones que se emitan en ejecución de este acuerdo serán desembolsadas 

íntegramente mediante aportaciones no dinerarias consistentes en acciones ordinarias 

emitidas de Sovereign Bancorp, Inc. (o de la entidad que la suceda o sustituya como 

consecuencia del proceso de redomiciliación de Sovereign Bancorp, Inc. al Estado de 

Virginia antes de la ejecución del aumento según se ha descrito en el informe de los 

administradores relativo a este acuerdo) (en adelante, “Sovereign”) representativas de 

su capital social ordinario.  Banco Santander deberá recibir una acción ordinaria de 

Sovereign por cada 0,3206 acciones de nueva emisión de Banco Santander (o, lo que es 

lo mismo en números enteros, 5.000 acciones de Sovereign por cada 1.603 acciones de 

nueva emisión de Banco Santander).  La entrega de las acciones de Sovereign a Banco 

Santander y la emisión de las nuevas acciones de Banco Santander al amparo de este 

acuerdo de aumento de capital tendrá lugar en el marco del “statutory share exchange” 
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que ha sido descrito en el informe de los administradores relativo a este acuerdo.  Según 

lo que resulta también del citado informe de administradores, el número máximo de 

acciones ordinarias de Sovereign a recibir es de 553.361.559 (en adelante, el “Número 

Máximo de Acciones a Aportar”), si bien es posible que, conforme a lo señalado en el 

citado informe, no se reciban todas ellas. 

Aquellos titulares de acciones de Sovereign que tengan un número de acciones 

ordinarias de Sovereign que, aplicando la Ecuación de Canje referida en el informe de 

los administradores relativo a este acuerdo, arroje un número no entero de acciones de 

Banco Santander (o American Depositary Shares -ADSs- que representen acciones de 

Banco Santander) y que, por tanto, tendrían derecho a una fracción de acción de Banco 

Santander (o ADSs), no recibirán esas fracciones.  Las fracciones de dichas acciones o 

ADSs serán agregadas y vendidas en el mercado con posterioridad a la fecha en la que 

se ejecute el aumento de capital y los fondos netos obtenidos en esta venta serán 

distribuidos a prorrata entre los titulares de acciones de Sovereign según sus respectivas 

fracciones.  No puede asegurarse el importe que los accionistas de Sovereign percibirán 

como consecuencia de la venta de las referidas fracciones.   

Asimismo, el número total de acciones de Banco Santander a emitir conforme a este 

aumento podrá ser redondeado a la baja hasta el número entero más cercano al producto 

del número total de acciones ordinarias de Sovereign aportadas a Banco Santander en 

este aumento multiplicado por la ecuación de canje y el canje de las acciones de 

Sovereign correspondientes a los decimales así redondeados podrá ser atendido 

utilizando una acción de Banco Santander que éste tenga en autocartera.  

2. Suscripción incompleta 

En el caso de que, por ser el número de acciones aportadas inferior al Número Máximo 

de Acciones, las 177.407.715 acciones no puedan ser suscritas y desembolsadas en su 

totalidad mediante la entrega de las aportaciones indicadas, el capital se aumentará en la 

medida correspondiente. 
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Por esta razón, y de conformidad con lo previsto en el artículo 161.1 de la Ley de 

Sociedades Anónimas, se prevé expresamente la posibilidad de suscripción incompleta 

del aumento.  Se deja constancia de que, en todo caso, ese número concreto de acciones 

no podrá exceder de las 177.407.715 acciones previstas en este acuerdo. 

3. Procedimiento para la determinación del tipo y la prima de emisión 

Al amparo de lo previsto en el artículo 159.1.c) de la Ley de Sociedades Anónimas, el 

importe de la prima de emisión de las nuevas acciones será establecido por el Consejo 

de Administración o, por delegación, por la Comisión Ejecutiva, no más tarde de la 

fecha de ejecución del acuerdo de aumento de conformidad con el procedimiento que a 

continuación se indica.  

El tipo de emisión (nominal más prima de emisión) de cada nueva acción de Banco 

Santander será igual al precio de cierre de la acción de Banco Santander en el Sistema 

de Interconexión Bursátil (SIBE) el día hábil bursátil inmediatamente anterior a la fecha 

de aprobación de este aumento por la Junta General de accionistas, siempre que ese 

precio de cierre: 

(i)  sea superior a 8,05 euros (valor neto patrimonial por acción de las acciones de 

Banco Santander ya existentes según los estados financieros consolidados de la 

Sociedad a 30 de septiembre de 2008, que han sido auditados por el auditor 

externo de la Sociedad).  De ser igual o inferior, el tipo de emisión por acción será 

de 8,06 euros, y  

(ii)  no sea superior a 8,75 euros (resultante de aplicar el tipo de cambio 

US$1,3579:€1,00 al producto del precio de cierre del ADS de Banco Santander en 

la Bolsa de Valores de Nueva York el 10 de octubre de 2008, que fue de 

13,03 dólares, por 0,912 como factor de ajuste anti-dilutivo por el aumento de 

capital del Banco ejecutado el 3 de diciembre de 2008).  De serlo, el tipo de 

emisión por acción será de 8,75 euros.  
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El tipo de emisión (y, por tanto, la prima de emisión) de cada nueva acción será 

determinado, conforme a las anteriores reglas, al amparo de lo establecido en el artículo 

159.1.c) in fine de la Ley de Sociedades Anónimas, por el Consejo de Administración, 

que podrá sustituir a su vez estas facultades a favor de la Comisión Ejecutiva, no más 

tarde de la fecha de ejecución del acuerdo de aumento de capital. 

La prima de emisión de cada nueva acción será la resultante de restar al tipo de emisión 

así fijado el valor nominal de cada nueva acción (0,50 euros). Por lo tanto, la prima de 

emisión por cada nueva acción será de un mínimo de 7,56 euros y un máximo de 

8,25 euros por acción. 

De ello resulta un tipo de emisión mínimo de 8,06 euros, superior al valor neto 

patrimonial por acción de Banco Santander, tal y como ha quedado acreditado mediante 

informe emitido por auditor de cuentas distinto del de la Sociedad de conformidad con 

lo establecido en el artículo 159.1 de la Ley de Sociedades Anónimas. Del 

procedimiento descrito resulta asimismo un tipo máximo de emisión de 8,75 euros por 

acción. 

4. Exclusión del derecho de suscripción preferente 

En atención a exigencias del interés social, y con la finalidad de permitir que las nuevas 

acciones sean entregadas a favor de los accionistas de Sovereign a través del depositario 

del programa de ADSs del Banco, se suprime totalmente el derecho de suscripción 

preferente de los accionistas y de los titulares de obligaciones convertibles de Banco 

Santander. 

5. Derechos de las nuevas acciones 

Las nuevas acciones conferirán a sus titulares, a partir de la fecha en que el aumento se 

declare suscrito y desembolsado por el Consejo de Administración o, por delegación, 

por la Comisión Ejecutiva, los mismos derechos que las acciones de Banco Santander 

en circulación en dicha fecha.  En particular, los adquirentes de las nuevas acciones 

tendrán derecho a percibir las cantidades a cuenta de dividendos y dividendos 

 - 36 -



complementarios que se satisfagan a partir de la fecha indicada a los accionistas de 

Banco Santander que lo sean en dicha fecha o en una fecha posterior.  

6. Información puesta a disposición de los accionistas 

La adopción de este acuerdo se ha realizado previa puesta a disposición de los 

accionistas de la propuesta e informe del Consejo de Administración en cumplimiento 

de lo previsto en la Ley de Sociedades Anónimas, así como del preceptivo informe del 

auditor de cuentas distinto del de la Sociedad.   

7. Aplicación del régimen fiscal especial previsto en el Capítulo VIII del Título VII 

del Texto Refundido de la Ley del Impuesto sobre Sociedades. 

Conforme a lo dispuesto en el artículo 96 del Texto Refundido de la Ley del Impuesto 

sobre Sociedades, aprobado por el Real Decreto Legislativo 4/2004, de 5 de marzo, (en 

adelante, el “TRLIS”) se acuerda optar por la aplicación del régimen fiscal especial 

previsto en el Capítulo VIII del Título VII y en la Disposición Adicional Segunda del 

TRLIS en relación con el aumento de capital mediante la aportación no dineraria de las 

acciones ordinarias de la sociedad Sovereign, por cumplir todos los requisitos para ser 

considerado como un canje de valores conforme a lo dispuesto en el apartado 5 del 

artículo 83 del TRLIS.  

8. Delegación en el Consejo de Administración 

Se faculta al Consejo de Administración, autorizándole para delegar a su vez en la 

Comisión Ejecutiva, para que, dentro del plazo máximo de un año, decida la fecha en la 

que este aumento deba llevarse a efecto, así como para fijar las condiciones del mismo 

en todo lo no previsto por esta Junta General, incluyendo la determinación del importe 

de la prima de emisión con arreglo al procedimiento establecido para ello al amparo del 

artículo 159.1.c) in fine de la Ley de Sociedades Anónimas y la modificación de la 

redacción de los apartados 1 y 2 del artículo 5 de los Estatutos Sociales, para adaptarlo a 

la nueva cifra de capital social y número de acciones resultantes, realizando cuantos 

actos sean precisos hasta lograr la inscripción del aumento de capital en el Registro 
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Mercantil, así como para, en relación con la aportación no dineraria de las acciones 

ordinarias de Sovereign, hacer efectiva la opción por la aplicación del régimen fiscal 

especial previsto en el Capítulo VIII del Título VII y en la Disposición Adicional 

Segunda del TRLIS. 

9. Admisión a cotización de las nuevas acciones 

Asimismo, se acuerda solicitar la admisión a negociación de las nuevas acciones en las 

Bolsas de Valores de Madrid, Barcelona, Bilbao y Valencia, a través del Sistema de 

Interconexión Bursátil (Mercado Continuo), así como realizar los trámites y actuaciones 

que sean necesarios y presentar los documentos que sean precisos ante los organismos 

competentes de las Bolsas de Valores extranjeras en las que cotizan las acciones de 

Banco Santander (actualmente, Lisboa, Londres, Milán, Buenos Aires, México y, a 

través de ADSs, en la Bolsa de Nueva York) para la admisión a negociación de las 

nuevas acciones emitidas como consecuencia del aumento de capital acordado, 

haciéndose constar expresamente el sometimiento de Banco Santander a las normas que 

existan o puedan dictarse en materia de Bolsa y, especialmente, sobre contratación, 

permanencia y exclusión de la cotización oficial. Se faculta al Consejo de 

Administración, autorizándole para delegar a su vez en la Comisión Ejecutiva, para que, 

una vez ejecutado este acuerdo, lleve a cabo las correspondientes solicitudes, elabore y 

presente todos los documentos oportunos en los términos que considere conveniente y 

realice cuantos actos sean necesarios a tal efecto. 

Igualmente, se acuerda solicitar la inclusión de las nuevas acciones en los registros 

contables de la Sociedad de Gestión de los Sistemas de Registro, Compensación y 

Liquidación de Valores, S.A.U. (Iberclear). 

Se hace constar expresamente que, en caso de que se solicitase posteriormente la 

exclusión de la cotización de las acciones de Banco Santander, ésta se adoptará con las 

mismas formalidades que resulten de aplicación y, en tal supuesto, se garantizará el 

interés de los accionistas que se opongan al acuerdo de exclusión o no lo voten, 

cumpliendo con los requisitos previstos en la Ley de Sociedades Anónimas y 
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disposiciones concordantes, todo ello de acuerdo con lo dispuesto en la Ley 24/1988, de 

28 de julio, del Mercado de Valores y sus disposiciones de desarrollo vigentes en cada 

momento”. 

En atención a lo expuesto, se solicita de los accionistas la aprobación de la propuesta 

que el Consejo de Administración formula. 

1 de diciembre de 2008 





































































































 

 

 

KPMG Auditores, S.L. 
Este informe contiene 8 páginas 

 
Informe de experto independiente en relación 
con la ampliación de capital por aportación no 
dineraria a realizar por Banco Santander, S.A.  



 

 

A los Administradores de 
Banco Santander, S.A.  

De conformidad con lo establecido en el artículo 38 del Texto Refundido de la Ley de Sociedades 
Anónimas, en relación con los artículos 133, 340 y siguientes del Reglamento del Registro 
Mercantil, el 5 de diciembre de 2008 la Registradora Mercantil de Santander, Dña. Emilia Tapia 
Izquierdo, nombró a KPMG Auditores, S.L. como experto independiente para la elaboración del 
presente informe, en relación con la ampliación de capital por aportación no dineraria de acciones 
ordinarias de Sovereign Bancorp Inc o de la entidad que sustituya a ésta (en adelante, 
indistintamente, Sovereign) a realizar por la sociedad Banco Santander, S.A. (en adelante, Banco 
Santander o el Banco), correspondiente al expediente número 37/2008. 

 

1 Descripción de la operación 

1.1 Antecedentes 

Con fecha 13 de octubre de 2008, Banco Santander y Sovereign suscribieron un contrato (el 
“Acuerdo con Sovereign”) que tiene por objeto permitir, con sujeción al cumplimiento o, en su 
caso, renuncia, de determinadas condiciones, la adquisición por parte de Banco Santander de todas 
las acciones ordinarias de Sovereign de que Banco Santander no sea propietario con entrega a los 
accionistas ordinarios de Sovereign, como contraprestación, de nuevas acciones de Banco 
Santander, que podrán estar representadas por American Depositary Shares (en adelante, “ADSs”) 
como se indica más adelante. 

La operación fue anunciada el 14 de octubre de 2008 mediante un hecho relevante remitido a la 
Comisión Nacional del Mercado de Valores (en adelante, la “CNMV”).  A continuación se hace una 
descripción más detallada de la operación. 

El acuerdo alcanzado entre Banco Santander y Sovereign, prevé que los accionistas ordinarios de 
Sovereign recibirán 0,3206 acciones ordinarias de Banco Santander por cada acción ordinaria de 
Sovereign (aproximadamente, una (1) acción de nueva emisión de Banco Santander por cada 3,12 
acciones ordinarias de Sovereign). 

Conforme a lo establecido en el Acuerdo con Sovereign, los accionistas ordinarios de Sovereign 
recibirán las nuevas acciones de Banco Santander en forma de ADSs que tendrán como subyacente 
las nuevas acciones de Banco Santander que pudiesen corresponderles. No obstante lo anterior, está 
previsto que aquellos accionistas de Sovereign que así lo indiquen podrán recibir esas nuevas 
acciones de Banco Santander directamente a través de una entidad adherida a Iberclear y no en 
forma de ADSs, teniendo en todo caso derecho el Banco a no mantener esta alternativa. 

Las acciones ordinarias de Sovereign que son actualmente propiedad de Banco Santander no serán 
canjeadas conforme a lo anterior. En concreto, Banco Santander es titular a esta fecha de 
165.919.150 acciones de Sovereign, que representan aproximadamente el 24,96% del total de 
acciones ordinarias de Sovereign en circulación a 30 de septiembre de 2008. 
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La adquisición, que incluye la entrega a Banco Santander de la totalidad de las acciones ordinarias 
de Sovereign de que Banco Santander no es propietario, la ampliación de capital de Banco 
Santander, que a efectos legales españoles se instrumentará mediante aportaciones no dinerarias, y 
la entrega de las nuevas acciones de Banco Santander emitidas (representadas, en su caso, en forma 
de ADSs) a los accionistas de Sovereign, se realizará a través del procedimiento del “statutory share 
exchange” conforme a la sección 13.1-721 de la Ley de Sociedades de Virginia. La realización del 
“statutory share exchange” requerirá la previa redomiciliación de Sovereign del Estado de 
Pennsylvania al Estado de Virginia, por lo que el “statutory share exchange” se ejecutará en las 
siguientes dos fases, que serán efectivas en la misma fecha y sin solución de continuidad:  

 Redomiciliación de Sovereign. En primer lugar, Sovereign, que en la actualidad está 
domiciliada en el Estado de Pennsylvania, cambiará su domicilio y lugar de constitución al 
Estado de Virginia mediante su absorción por parte de una filial, directa e íntegramente 
participada, de Sovereign constituida en este último Estado (en adelante, la Redomiciliación). 
Está previsto que la entidad que absorba a Sovereign sea Sovereign Merger Corporation (en 
adelante, “Sovereign Virginia”). 

Como consecuencia de dicha Redomiciliación, (i) cada acción ordinaria de Sovereign emitida 
y en circulación en el momento inmediatamente anterior a la efectividad de la 
Redomiciliación se convertirá en una acción ordinaria de Sovereign Virginia; (ii) cada acción 
ordinaria de Sovereign que ésta tenga en autocartera en el momento inmediatamente anterior 
a la efectividad de la Redomiciliación quedará cancelada; y (iii) cada acción ordinaria de 
Sovereign Virginia emitida y en circulación en el momento inmediatamente anterior a la 
efectividad de la Redomiciliación quedará igualmente cancelada. Como resultado de todo 
ello, el accionariado de Sovereign Virginia como entidad resultante de la Redomiciliación 
será el de Sovereign en el momento inmediatamente anterior a la efectividad de la 
Redomiciliación, pero habiendo quedado canceladas las acciones en autocartera. Asimismo, 
por efecto de la Redomiciliación, el patrimonio de Sovereign pasará a ser el de Sovereign 
Virginia. Sovereign Virginia es una sociedad íntegramente participada por Sovereign que ha 
sido constituida el 5 de noviembre de 2008 a efectos de la realización de la Redomiciliación. 
Dada esa relación entre Sovereign y Sovereign Virginia y que la Redomiciliación tiene por 
único objeto permitir la realización del canje obligatorio a que se hace referencia a 
continuación, toda referencia en el presente informe a Sovereign (en particular, al aludir a la 
aportación de acciones de Sovereign como contraprestación del aumento de capital objeto de 
este informe) se entenderá realizada, en la medida en que se refiera a un momento posterior a 
la Redomiciliación, a Sovereign Virginia. 

 Intercambio obligatorio de acciones. A continuación, inmediatamente después de que la 
Redomiciliación sea efectiva, se realizará un intercambio vinculante de acciones (“statutory 
share exchange”) de Sovereign (en adelante, el “Canje Obligatorio”) cuyos principales efectos 
serán los siguientes: (i) el Banco recibirá la totalidad de las acciones ordinarias de Sovereign 
Virginia de que el Banco no sea propietario, de forma que Sovereign se convertirá en una 
filial íntegramente participada por el Banco; y (ii) el Banco quedará obligado a entregar, 
mediante la ejecución del aumento de capital a que se refiere este informe, nuevas acciones 
ordinarias de Banco Santander (representadas, en su caso, en forma de ADSs) a los 
accionistas ordinarios de Sovereign distintos del Banco. También como parte del Canje 
Obligatorio, las acciones de Sovereign que sean propiedad del Banco antes de su efectividad 
serán canceladas. Esa cancelación, que será simultánea a la entrega al Banco de todas las 
demás acciones ordinarias de Sovereign, supondrá que éstas, una vez efectuado el Canje 
Obligatorio, pasen a representar el 100% del capital social ordinario de Sovereign. 
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1.2 Identificación de las sociedades participantes en la operación 

Banco Santander, S.A. es una sociedad de nacionalidad española con domicilio en Paseo Pereda nº 
9 al 12 de Santander, con N.I.F. número A-39000013, inscrita en el Registro Mercantil de 
Santander, Tomo 448 del Archivo, Folio 1, Hoja número 1960. Las acciones de Banco Santander se 
encuentran admitidas a cotización en la Bolsa de Valores de Madrid, entre otras. 

Sovereign Bancorp Inc es una sociedad de nacionalidad estadounidense con domicilio en 1500 
Market Street, Philadelphia, Pensilvania (Estados Unidos), con número de identificación registral 
936094 y cuyas acciones ordinarias cotizan en la Bolsa de Valores de Nueva York que tal como se 
indica en este informe será absorbida por: 

 Sovereign Merger Corporation, sociedad de nacionalidad estadounidense con domicilio en 
901 E Cary Street, Richmond, Virginia (Estados Unidos), y con número de identificación 
registral del Departamento de Estado de Virginia 0701882-3. 

1.3 Descripción de la aportación no dineraria  

La aportación no dineraria está constituida por la totalidad de las acciones representativas del capital 
social ordinario de Sovereign de que Santander no sea propietario en la fecha en la que la operación 
descrita anteriormente se complete. 

A 30 de septiembre de 2008, el capital social ordinario emitido de Sovereign ascendía a 7.713 
millones de dólares y estaba representado por 664.843.424 acciones ordinarias, que no tienen valor 
nominal.  Además, el número de acciones y el capital social ordinario de Sovereign podría 
incrementarse como consecuencia i) del ejercicio de opciones emitidas o de derechos a recibir 
acciones otorgados al amparo de los planes de empleados de Sovereign vigentes y ii) de la 
conversión de los valores denominados “Contingent Convertible Trust Preferred Income Equity 
Redeemable Securities” (en adelante “PIERS”). Estos valores no son automáticamente convertibles 
en acciones de Sovereign como consecuencia de la Operación y, dado que su precio de conversión 
es muy superior al precio actual de mercado de las acciones de Sovereign, se prevé que serán muy 
pocos los valores PIERS convertidos en acciones ordinarias de Sovereign antes del cierre de la 
Operación, si es que llega a producirse alguna conversión.  En consecuencia, se prevé que los 
PIERS no participarán en el Canje Obligatorio si bien, si antes de la efectividad de éste se 
produjesen conversiones de los PIERS, las acciones ordinarias de Sovereign emitidas por efecto de 
la conversión de los PIERS sí participarían en el Canje Obligatorio en las mismas condiciones que 
las restantes acciones ordinarias de Sovereign. 

El número máximo de acciones de Sovereign que podrán haberse emitido hasta la realización de la 
aportación no dineraria bajo las opciones y derechos a recibir acciones en virtud de planes de 
empleados y mediante la conversión de los PIERS es, respectivamente, de acuerdo con sus términos 
e independientemente de los precios de ejercicio, de 26.155.222 en el caso de los planes de 
empleados vigentes y 28.282.063 en el caso de los PIERS.  

Tomando en consideración el importe máximo de acciones ordinarias de Sovereign que podrían 
haberse emitido conforme a lo indicado en el párrafo anterior, así como las acciones ordinarias a 30 
de septiembre de 2008, que ascienden a 664.843.424, y eliminando las acciones en poder del Banco 
(por un total de 165.919.150) el número total máximo de acciones de Sovereign a canjear es de 
553.361.559. 
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En contraprestación de la aportación no dineraria máxima descrita, Banco Santander ampliará su 
capital social por un importe nominal máximo de 88.703.857,5 euros mediante la emisión de hasta 
177.407.715 nuevas acciones de 0,5 euros de valor nominal unitario.  Las referidas acciones se 
emitirían con una prima de emisión total de 1.341.202.325,40 (asumiendo que se emitiese el número 
máximo de acciones indicado) euros, siendo el tipo de emisión de 8,06 euros por acción, importe 
comprendido en el rango establecido en la propuesta de acuerdo de aumento de capital, y la  prima 
de emisión de 7,56 euros por acción.  La ampliación de capital indicada se realizará con supresión 
total del derecho de suscripción preferente, habiéndose contemplado de forma expresa la posibilidad 
de suscripción incompleta. 

1.4 Descripción de la valoración efectuada por los Administradores  

De acuerdo con lo ya descrito, y según se expone en el Informe elaborado por el Consejo de 
Administración de Banco Santander en relación con la propuesta de ampliación de capital de Banco 
Santander, la ecuación de canje acordada es de 0,3206 acciones ordinarias de Banco Santander por 
cada (1) acción ordinaria  de Sovereign (aproximadamente, una (1) acción de nueva emisión de 
Banco Santander por cada 3,12 acciones ordinarias de Sovereign).  

El valor estimado por los Administradores de Banco Santander para cada acción ordinaria de 
Sovereign objeto de la aportación no dineraria, a efectos de calcular el número de acciones 
ordinarias de Sovereign que se entregarán por cada acción del Banco Santander que se emita en la 
ampliación de capital, es de 3,81 dólares (2,806 euros sobre la base de un tipo de cambio de €1; 
$1,3579 , que es el tipo de referencia publicado por el Banco Central Europeo para el 10 de octubre 
de 2008, día hábil anterior a la firma del acuerdo con Sovereign). 

Los términos de la operación acordada con Sovereign tal y como se describe en el Informe 
elaborado por el Consejo de Administración de Banco Santander y en particular la entrega de 
0,3206 acciones ordinarias de Banco Santander por cada acción ordinaria de Sovereign, se basan en 
(i) el precio de cierre del ADS de Banco Santander en la Bolsa de Valores de Nueva York el 10 de 
octubre de 2008 (último cierre bursátil anterior al Acuerdo con Sovereign), que fue de 13,03 dólares 
por ADS; (ii) el tipo de cambio de 1,3579 dólares por cada euro antes indicado; y (iii) un factor de 
ajuste anti-dilutivo de, aproximadamente, 0,912 acordado con Sovereign en aplicación de la 
cláusula anti-dilución del contrato suscrito el 13 de octubre de 2008 a la vista de los términos del 
aumento de capital realizado por Banco Santander en diciembre de 2008.  

Con el objeto de establecer la ecuación de canje de 0,3206 acciones ordinarias de Banco Santander 
por cada acción ordinaria de Sovereign (aproximadamente, una (1) acción de nueva emisión de 
Banco Santander por cada tres coma doce (3,12) acciones ordinarias de Sovereign) y demás 
condiciones económicas de la Operación, el Consejo de Administración de Banco Santander, con el 
asesoramiento financiero de Merrill Lynch, Goldman Sachs y JP Morgan Securities Inc., efectúo un 
análisis de valoración de Sovereign aplicando los siguientes métodos de valoración y criterios de 
acuerdo con el informe elaborado por el Consejo de Administración de Banco Santander: 

 “Modelo de cálculo de valor a mercado de las carteras de préstamos e inversión de 
Sovereign: este modelo incluye un análisis de las pérdidas potenciales de cada producto de 
las diferentes carteras.” 
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 “Valoración basada en múltiplos de mercado de bancos comparables: se obtuvieron los 
múltiplos implícitos calculados sobre el beneficio neto esperado de Sovereign para el periodo 
2008-2011 y se compararon con los múltiplos de mercado de bancos comparables. De igual 
forma se valoró el “Tangible Common Equity” de Sovereign como medida de sus recursos 
propios básicos.” 

 ”Mejoras en ingresos y ahorros de costes: se analizaron y estimaron las mejoras en ingresos 
y ahorros de costes realizables por el Banco Santander en Sovereign.” 

 “Modelo de descuento de dividendos:  este modelo incorpora el valor presente de las mejoras 
en ingresos y ahorros de costes previstos, reflejando así el impacto que la gestión del 
adquirente tendría sobre la entidad, y considera también en las proyecciones financieras los 
costes e inversiones previstos y considerados necesarios para el logro de esas mejoras y 
ahorros.” 

 “Se analizó el impacto estimado de la adquisición de Sovereign sobre el beneficio por acción 
del Banco.  De acuerdo con las estimaciones tomadas en consideración por los 
administradores de Banco Santander se prevé que la Operación producirá un incremento del 
beneficio por acción de Banco Santander en un período razonable de tiempo en línea con los 
criterios financieros que Banco Santander ha comunicado previamente al mercado.” 

 

2 Alcance y procedimientos empleados en nuestro trabajo 

Los análisis y comprobaciones efectuados han tenido como objeto, exclusivamente, cumplir con los 
requisitos mencionados en el artículo 38 del Texto Refundido de la Ley de Sociedades Anónimas. 

Los procedimientos empleados en la realización de nuestro trabajo han sido los siguientes: 

2.1 Obtención y análisis de la siguiente información: 

 Documento de solicitud de nombramiento de experto independiente presentado en el Registro 
Mercantil de Santander por Banco Santander en relación con la propuesta de ampliación de 
capital y aportación no dineraria a realizar por el Banco. 

 Informe del Consejo de Administración de Banco Santander en relación con la propuesta de 
ampliación de capital a realizar por el Banco. 

 “Hechos relevantes” acerca de la operación comunicados a la CNMV.  

 Información sobre la evolución de la cotización de las acciones de Banco Santander y 
Sovereign en los mercados de valores en los que cotizan. 

 Cuentas anuales consolidadas auditadas correspondientes a los ejercicios terminados en 31 de 
diciembre de 2007, 2006 y 2005 de Sovereign. 
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 Estados financieros no auditados de Sovereign a 30 de septiembre de 2008. 

 Documentos de valoración de Sovereign preparados por la Dirección del Banco, así como por 
sus asesores financieros. 

 Documentos de sinergias de ingresos y gastos preparados por la Dirección del Banco, así 
como por sus asesores financieros. 

 Otra información relativa a aspectos comerciales, de personal, organizativos y otros aspectos 
de gestión de Sovereign que se ha considerado necesaria en la realización de nuestro trabajo. 

2.2 Revisión, análisis y contraste, de acuerdo con la información disponible, de las metodologías de 
valoración empleadas por los Administradores de Banco Santander y sus asesores financieros en la 
asignación del valor de la aportación no dineraria, incluyéndose entre otros: 

 Análisis de los parámetros de valoración utilizados en la aplicación del método de descuento 
de dividendos en la valoración de Sovereign. 

 Análisis y contraste con información pública disponible de los múltiplos empleados en la 
aplicación de los métodos de valoración basados en compañías cotizadas.  

 Realización de análisis globales de sensibilidad sobre los resultados de valoración ante 
variaciones en las proyecciones financieras y los parámetros de valoración utilizados.  

2.3 Mantenimiento de reuniones con la Dirección de Banco Santander con el propósito de obtener 
aclaraciones sobre las cuestiones que se han planteado durante la realización de nuestro trabajo, así 
como recabar otra información que se ha considerado de utilidad. 

2.4 Obtención de una carta firmada por la Dirección de Banco Santander confirmando, entre otros 
aspectos, que se nos ha facilitado toda la información necesaria para la elaboración de nuestro 
informe de experto independiente, así como que no se han producido acontecimientos hasta la fecha 
de nuestro informe, los cuales no hayan sido puestos en nuestro conocimiento y que pudiesen tener 
un efecto significativo sobre los resultados de nuestro trabajo.  

 

3 Aspectos relevantes a considerar en la interpretación de los 
resultados de nuestro trabajo 

Debemos mencionar que toda valoración lleva implícitos, además de factores objetivos, otros 
factores subjetivos que implican juicio y que, por lo tanto, los valores resultantes constituyen, 
principalmente, un punto de referencia para las partes implicadas en una transacción, conocedoras 
de otros factores relevantes de mercado, competencia, etc. 
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A partir de la información facilitada por la Dirección de Banco Santander, y con el fin de contrastar 
el valor asignado a la aportación no dineraria, hemos llevado a cabo determinados cálculos de 
valoración mediante la aplicación de metodologías de general aceptación. Los análisis efectuados se 
han basado en las proyecciones financieras facilitadas por Banco Santander y sus asesores 
financieros que incluyen estimaciones de sinergias futuras, las cuales tienen en consideración, entre 
otros aspectos, determinadas estimaciones sobre la capacidad futura de generación de resultados y 
dividendos de Sovereign, y recogen la mejor estimación y juicio de la Dirección de Banco 
Santander acerca de los resultados futuros de Sovereign, basándose en las presentes circunstancias y 
su esperado desarrollo. Dadas las incertidumbres inherentes a cualquier información concerniente al 
futuro, algunas de las hipótesis empleadas en la preparación de las estimaciones futuras podrían no 
materializarse tal y como se han definido y podrían ocurrir acontecimientos no previstos.  

Nuestro trabajo es de naturaleza independiente y por tanto no supone ninguna recomendación a la 
Dirección del Banco, a sus accionistas o a terceros en relación con la posición que deberían tomar 
en relación con la operación u otras transacciones de acciones del Banco. Nuestro trabajo no tiene 
por objeto analizar la conveniencia de las estrategias de negocio actuales o pasadas del Banco ni las 
razones de la operación en relación con otras estrategias de negocio o transacciones por las que 
hubieran podido optar el Banco, ni analizar la decisión de negocio del Banco para proceder con la 
operación. 

El alcance de nuestro trabajo no ha consistido en comprobar la veracidad de la información auditada 
y no auditada recibida de la Dirección de Banco Santander, no constituyendo el mismo una 
auditoría de dicha información.  

Asimismo, nuestro trabajo se ha basado, entre otras, en fuentes de información públicas. No ha 
constituido parte de nuestro trabajo el contraste de dicha información con evidencias externas al 
Banco, excepto en aquellos casos en que lo hemos considerado necesario. No obstante, si nos hemos 
satisfecho, en la medida de lo posible, de que la información presentada es consistente con otros 
datos que nos han podido ser proporcionados durante el curso de nuestro trabajo.  

 

4 Conclusión 

De acuerdo con los procedimientos aplicados en nuestro trabajo, la información utilizada, los 
criterios de valoración aplicados, considerando los aspectos relevantes de valoración, todo ello 
descrito en los apartados anteriores y con el objetivo de cumplir con los requisitos establecidos en el 
artículo 38 del Texto Refundido de la Ley de Sociedades Anónimas, concluimos que los criterios de 
valoración aplicados son razonables y conducen a un valor por acción ordinaria de Sovereign de, al 
menos, 3,81 dólares (2,806 euros utilizando un tipo de cambio de €1; $1,3579), lo que, teniendo en 
cuenta la relación de canje de 0,3206 acciones nuevas de Banco Santander por cada acción ordinaria 
de Sovereign, se corresponde, al menos, con el número, valor nominal y prima de emisión de las 
acciones a emitir como contrapartida a las acciones aportadas, al ser el tipo de emisión de 8,06 
euros. 

*  *  *  *  * 
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Este informe y la información en él contenida han sido preparados estrictamente para dar 
cumplimiento a lo establecido en el artículo 38 del Texto Refundido de la Ley de Sociedades 
Anónimas, por lo que no debe ser utilizado para ninguna otra finalidad. 

 

 

 

Antonio Márquez González 
Socio Director 

26 de enero de 2009 



Dear Common Shareholder:

You are cordially invited to attend a special meeting of common shareholders of Sovereign Bancorp, Inc., which will be
held on January 28, 2009 at 10:00 a.m. (New York City time) at Steiner Studios, 15 Washington Avenue, Brooklyn Navy
Yard, Brooklyn, NY, 11205.

At the special meeting, you will be asked to approve and adopt a transaction agreement that Sovereign has entered into
with Banco Santander, S.A., or Santander. In the transaction, Sovereign will be acquired by Santander. If the transaction
agreement is adopted and the transaction becomes effective, each outstanding share of Sovereign common stock you own
will be exchanged into the right to receive 0.3206 Santander American Depositary Shares, or Santander ADSs, unless you
elect instead to receive Santander ordinary shares in exchange for your Sovereign common stock (which would be exchanged
at the same ratio as Santander ADSs). Santander has the right to decide in its discretion to invalidate elections to receive
Santander ordinary shares instead of Santander ADSs in which case only Santander ADSs will be delivered to Sovereign
shareholders in the transaction. Santander and Sovereign estimate that Santander will issue up to approximately 177,407,715
Santander ordinary shares in connection with the transaction based on the number of outstanding shares of Sovereign
common stock as of December 18, 2008 and based on other potential obligations of Sovereign to issue shares of common
stock prior to the consummation of the transaction.

The market prices of Santander American Depositary Shares, Santander ordinary shares and Sovereign common stock
will fluctuate before the consummation of the transaction. You should obtain current stock price quotations for these shares.
Santander American Depositary Shares trade on the New York Stock Exchange under the symbol “STD.” Santander ordinary
shares trade on the Automated Quotation System of the Spanish Stock Exchanges under the symbol “SAN.” Sovereign
common stock trades on the New York Stock Exchange under the symbol “SOV.” There will be no adjustment to the
exchange ratio for the share consideration in the transaction for changes in the market price of Santander ordinary shares,
Santander American Depositary Shares, or Sovereign common stock. On December 18, 2008, the last practicable date prior
to the date of this document, the closing price per Santander ordinary share and the closing price per Santander American
Depositary Share were A6.73 ($9.63 at the then-prevailing exchange rate) and $9.32, respectively.

After careful consideration, and upon the recommendation of a special committee of the Sovereign board of
directors, which committee is composed solely of directors unaffiliated with Santander, the Sovereign board of
directors, excluding all directors affiliated with Santander, has unanimously determined that the transaction
agreement and the transaction are advisable and in the best interests of Sovereign, its shareholders and its other
constituencies and recommends that you vote “FOR” the approval and adoption of the transaction agreement.

The accompanying document provides a detailed description of the proposed transaction and the consideration that you
will be entitled to receive if the transaction is consummated. I urge you to read these materials carefully. Please pay
particular attention to the “Risk Factors” beginning on page 29 for a discussion of risks related to the transaction.

Your vote is very important. Whether or not you are personally able to attend the special meeting, please
complete, sign and date the enclosed proxy card and return it in the enclosed envelope as soon as possible. This action
will not limit your right to vote in person if you wish to attend the special meeting and vote personally.

Holders of Series C preferred stock of Sovereign are also receiving the accompanying document, although such holders
are not entitled to vote on the transaction. Such holders may exercise dissenters’ rights under Pennsylvania law as described
in the accompanying document.

Sincerely,

P. Michael Ehlerman
Chairman of the Board

Neither the Securities and Exchange Commission nor any state securities commission has approved or disap-
proved the Santander ordinary shares or Santander American Depositary Shares to be issued in the transaction or
determined if this document is truthful or complete. Any representation to the contrary is a criminal offense. This
document does not constitute an offer to sell or a solicitation of an offer to buy any securities in any jurisdiction
where such an offer or solicitation would be illegal.

This document is dated December 19, 2008 and is first being mailed to Sovereign shareholders on or about December 22, 2008.



ADDITIONAL INFORMATION

This document incorporates by reference important business and financial information about Santander
and Sovereign from documents filed with the U.S. Securities and Exchange Commission, which is referred to
as the SEC, that are not included in or delivered with this document. For a more detailed description of the
documents incorporated by reference into this document and how you may obtain them, see “Where You Can
Find More Information” beginning on page 122.

Documents incorporated by reference are available to you without charge upon your written or oral
request, excluding any exhibits to those documents, unless the exhibit is specifically incorporated by reference
as an exhibit in this document. You can obtain any of these documents from the SEC’s website at
www.sec.gov or by requesting them in writing or by telephone from the appropriate company.

Banco Santander, S.A.
New York Branch

45 East 53rd Street
New York, New York 10022
Attention: Investor Relations
Telephone: (212) 350-3681

www.santander.com

Sovereign Bancorp, Inc.
1130 Berkshire Boulevard

Wyomissing, Pennsylvania 19610
Attn: Investor Relations

Telephone: 1-800-628-2673

or
Banco Santander, S.A.
Ciudad Grupo Santander
Avenida de Cantabria, s/n
Edificio Pereda, 1a planta
28660 Boadilla del Monte

Madrid, Spain
Telephone: +34 91 259 6514

Santander and Sovereign are not incorporating the contents of the websites of the SEC or any other
person into this document. Santander and Sovereign are providing only the information about how you can
obtain certain documents that are incorporated by reference into this document at these websites for your
convenience.

In order for you to receive timely delivery of the documents in advance of the Sovereign special
meeting, Santander or Sovereign, as applicable, should receive your request no later than January 12, 2009.

ABOUT THIS DOCUMENT

This document, which forms part of a registration statement on Form F-4 filed with the SEC by Santander
(File No. 333-155413), constitutes a prospectus of Santander under Section 5 of the U.S. Securities Act of
1933, as amended, which is referred to as the Securities Act, with respect to the Santander ordinary shares
underlying the Santander American Depositary Shares to be issued to Sovereign shareholders or other
Santander ordinary shares that may be issued to Sovereign shareholders upon such shareholder’s election.
Santander has the right to decide in its discretion to invalidate elections to receive Santander ordinary shares
instead of Santander ADSs in which case only Santander ADSs will be delivered to Sovereign shareholders in
the transaction. This document also constitutes a notice of meeting and a proxy statement under Section 14(a)
of the U.S. Securities Exchange Act of 1934, as amended, which is referred to as the Exchange Act, with
respect to the special meeting of Sovereign shareholders, at which Sovereign shareholders will be asked to
consider and vote upon a proposal to approve and adopt the transaction agreement.

CURRENCIES

In this prospectus, unless otherwise specified or the context otherwise requires:

• ‘‘$” and “U.S. dollar” each refer to the United States dollar; and

• ‘‘A” and “euro” each refer to the euro, the single currency established for members of the European
Economic and Monetary Union since January 1, 1999;



NOTICE OF SPECIAL MEETING OF SHAREHOLDERS
TO BE HELD ON

To the Shareholders of Sovereign Bancorp, Inc.:

We will hold a special meeting of Sovereign shareholders on January 28, 2009 at 10:00 a.m. (New York
City time) at Steiner Studios, 15 Washington Avenue, Brooklyn Navy Yard, Brooklyn, NY, 11205 for the
following purposes:

1. To consider and vote upon a proposal to approve and adopt the transaction agreement, dated as of
October 13, 2008, between Sovereign Bancorp, Inc. and Banco Santander, S.A., as it may be amended
from time to time, pursuant to which Sovereign will (i) merge with and into a wholly owned subsidiary
of Sovereign organized under the laws of the Commonwealth of Virginia and (ii) immediately thereafter,
pursuant to a share exchange under Virginia law, become a wholly owned subsidiary of Santander as a
result of the transactions described in the accompanying document. The vote to approve the transaction
agreement will include approval of the reincorporation merger of Sovereign Bancorp, Inc. into Sovereign
Merger Corporation, a Virginia corporation and a wholly-owned subsidiary of Sovereign, pursuant to
those provisions of the transaction agreement that constitute the plan of merger with respect to the
reincorporation merger.

2. To vote upon an adjournment of the Sovereign special meeting, if necessary, to solicit additional
proxies; and

3. To transact such other business as may properly be brought before the Sovereign special meeting
and any adjournments of the Sovereign special meeting.

Only holders of record of Sovereign common stock at the close of business on December 19, 2008, are
entitled to vote at the Sovereign special meeting or any adjournments thereof. To ensure your representation
at the Sovereign special meeting, please complete and promptly mail your proxy card in the return
envelope enclosed, or authorize the individuals named on your proxy card to vote your shares by calling
the toll-free telephone number or by using the Internet as described in the instructions included with
your proxy card. This will not prevent you from voting in person, but will help to secure a quorum and avoid
added solicitation costs. Your proxy may be revoked at any time before it is voted. Please review the proxy
statement/prospectus accompanying this notice for more complete information regarding the transaction and
the Sovereign special meeting.

The board of directors of Sovereign unanimously recommends that Sovereign shareholders vote “FOR”
the proposal to approve and adopt the transaction agreement.

This notice is also being provided to holders of record of Sovereign Series C preferred stock, who are not
entitled to attend or to vote at the meeting.

By Order of the Board of Directors,

Gertrude M. Hackney
Corporate Secretary

December 19, 2008
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QUESTIONS AND ANSWERS ABOUT THE TRANSACTION

The following are some questions that you may have regarding the proposed transaction and the other
matters being considered at the Sovereign special meeting and brief answers to those questions. Sovereign and
Santander urge you to read carefully the remainder of this document because the information in this section
does not provide all the information that might be important to you with respect to the proposed transaction
and the other matters being considered at the Sovereign special meeting. Additional important information is
also contained in the annexes to, and the documents incorporated by reference in, this document. Unless stated
otherwise, all references in this document to Santander are to Banco Santander, S.A., a company (sociedad
anónima) organized under the laws of the Kingdom of Spain, and its consolidated subsidiaries; all references
to Sovereign are to Sovereign Bancorp, Inc., a Pennsylvania corporation and its consolidated subsidiaries; all
references to Sovereign Virginia are to Sovereign Merger Corporation, a Virginia corporation and a wholly
owned subsidiary of Sovereign; all references to the combined company are to Santander, with Sovereign as a
wholly owned subsidiary following completion of the transaction; and all references to the transaction
agreement are to the Transaction Agreement, dated as of October 13, 2008, by and between Santander and
Sovereign, a copy of which is attached as Annex A to this document.

Q: What matters will be considered at the special meeting?

A: At the Sovereign special meeting, Sovereign common shareholders will be asked to vote in favor of
approving and adopting the transaction agreement.

Q: What is the required vote to approve and adopt the transaction agreement?

A: Approval of the transaction agreement requires the affirmative vote of the holders of a majority of the
votes cast at the special meeting.

Q: What constitutes a quorum? What do I need to do now in order to vote?

A: In accordance with Sovereign’s amended bylaws, shareholders entitled to cast at least a majority of the
votes which all shareholders are entitled to cast must be present in person or by proxy in order to hold the
special meeting and conduct business. This is called a quorum. Shares of Sovereign common stock are
counted as present at the special meeting if the holder of such shares (i) is present and votes in person at
the special meeting or (ii) has properly submitted a proxy card by mail, telephone or Internet. Abstentions
and broker “non-votes” will be counted as present for purposes of determining a quorum.

If you are a common shareholder of record as of the record date, you can give a proxy to be voted at the
special meeting in any of the following ways:

• over the telephone or electronically, using the Internet, by following the instructions on the proxy card; or

• by completing, signing and mailing the proxy card.

The telephone and Internet voting procedures have been set up for your convenience. We encourage you to
save corporate expense by submitting your vote by telephone or on the Internet. The procedures have been
designed to authenticate your identity, to allow you to give voting instructions, and to confirm that those
instructions have been recorded properly. If you are a common shareholder of record and you would like
to submit your proxy by telephone or on the Internet, please refer to the specific instructions provided on
the proxy card. If you wish to submit your proxy by mail, please return your signed proxy card to us
before the special meeting.

Q: How do I vote my shares if my shares are held in “street name”?

A: You should contact your broker, bank or other nominee. Your broker, bank or other nominee can give you
directions on how to instruct the broker, bank or other nominee to vote your shares. Your broker, bank or
other nominee will not vote your shares unless the broker, bank or other nominee receives appropriate
instructions from you. You should therefore provide your broker, bank or other nominee with instructions
as to how to vote your shares.
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Q: If shares of Sovereign common stock are allocated to my account(s) under the Sovereign Bancorp,
Inc. Retirement Plan, or the Retirement Plan, will I be allowed to vote the shares in connection with
the transaction?

A: Yes, you may vote the number of shares allocated to your account(s) under the Retirement Plan on the
record date. You may vote by giving instructions to the plan trustee in accordance with the instructions
accompanying the materials that the trustee will mail separately to plan participants. The trustee will vote
your shares in accordance with your duly executed instructions if you meet the deadline for submitting
your voting instructions to the trustee. This deadline may be earlier than the deadline generally applicable
to Sovereign shareholders. If you do not properly or timely submit your directions to vote the shares allo-
cated to your account(s) under the Retirement Plan, the trustee will vote your shares in the same proportion
as the shares for which voting instructions have been properly and timely submitted by other plan
participants.

Q: Will employees be able to continue to purchase shares under the Employee Stock Purchase Plan, or
ESPP?

A: No, effective as of October 13, 2008, all purchases under the ESPP have ceased.

Q: When and where is the Sovereign special meeting?

A: The Sovereign special meeting will take place on January 28, 2009 at 10:00 a.m. (New York City time) at
Steiner Studios, 15 Washington Avenue, Brooklyn Navy Yard, Brooklyn, NY, 11205.

Q: How can I attend the special meeting?

A: Only shareholders who own Sovereign common stock as of the close of business on December 19, 2008,
will be entitled to attend the special meeting. An admission ticket (or other proof of stock ownership) and
some form of government-issued photo identification (such as a valid driver’s license or passport) will
serve as verification of your ownership.

If your shares of common stock are registered in your name and you received your proxy materials by
mail, an admission ticket is attached to your proxy card.

If your shares of common stock are held in a bank or brokerage account, contact your bank or broker to
obtain a written legal proxy in order to vote your shares at the special meeting. If you do not obtain a legal
proxy from your bank or broker, you will not be entitled to vote your shares, but you can still attend the
special meeting if you bring a recent bank or brokerage statement showing that you owned shares of com-
mon stock on December 19, 2008.

Q: Can I vote my shares in person at the special meeting?

A: If you are a common shareholder of record, you may vote your shares in person at the special meeting by
completing a ballot at the special meeting. Even if you currently plan to attend the special meeting, we
recommend that you also submit your proxy as described above so that your vote will be counted if you
later decide not to, or are unable to, attend the special meeting.

If you are a street name holder, you may vote your shares in person at the special meeting only if you
obtain a signed letter or other proxy from your broker, bank, or other nominee giving you the right to vote
the shares at the special meeting.

If you are a participant in the Retirement Plan, you may submit a proxy vote as described above, but you
may not vote your Retirement Plan shares in person at the special meeting.

Q: How are votes counted?

A: Assuming the presence of a quorum, the failure to submit a proxy card or the failure to vote in person at
the special meeting, abstentions from voting, and broker “non-votes” will not have an effect on the
proposal to approve and adopt the transaction agreement.
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The rules of the New York Stock Exchange, or NYSE, allow banks, brokers or other nominees to vote
shares held by them on behalf of their “street name” customers on matters the NYSE determines to be
“routine” (such as the uncontested election of directors), even though the broker, bank or other nominee
has not received instructions from its customer. A broker “non-vote” occurs when a broker, bank or other
nominee does not vote the shares because it has not received voting instructions from its customer and it
does not have discretion to vote shares of street name holders because the matter is not considered
“routine” under the NYSE rules. The proposal with respect to approving and adopting the transaction
agreement is not a “routine” matter, and therefore, a broker, bank or other nominee may not vote the
shares of a street name holder in favor of such proposal if the broker, bank or other nominee does not
receive instructions from such street name holder.

Q: What if I do not specify how I want my shares voted?

A: If you submit a signed proxy card or submit your proxy by telephone or on the Internet and do not specify
how you want to vote your shares, Sovereign will vote your shares “FOR” the proposal to approve and
adopt the transaction agreement.

Q: Will my vote be kept confidential?

A: Yes. Sovereign has procedures to ensure that, regardless of whether shareholders vote by mail, telephone,
on the Internet or in person, all proxies, ballots and voting tabulations that identify shareholders are kept
permanently confidential, except as disclosure may be required by federal or state law or as expressly per-
mitted by a shareholder. Sovereign also has the voting tabulations performed by IVS Associates, Inc., an
independent third party.

Q: Are there risks associated with the transaction that I should consider in deciding how to vote?

A: Yes. There are a number of risks related to the transaction, Santander and Sovereign that are discussed in
this document and in other documents incorporated by reference in this document. Please read with
particular care the detailed description of the risks associated with the transaction on pages 29 through
35 and in the Santander and Sovereign SEC filings referred to on pages 122.

Q: When do you currently expect to complete the transaction?

A: In the first quarter of 2009. However, Santander and Sovereign cannot assure you when or if the transac-
tion will occur. Santander and Sovereign must first obtain the required approvals of Sovereign shareholders
and Santander shareholders and the necessary regulatory approvals.

Q: What type of consideration can I receive in the transaction?

A: As a part of the transaction, each share of Sovereign common stock will be converted into the right to
receive 0.3206 Santander American Depositary Shares, referred to as “Santander ADSs.” The share consid-
eration will be issued in the form of Santander ADSs, except for those shares of Sovereign common stock
in respect of which a Sovereign shareholder elects to receive Santander ordinary shares (which would be
exchanged at the same ratio as Santander ADSs). Santander has the right to decide in its discretion to
invalidate elections to receive Santander ordinary shares instead of Santander ADSs in which case only
Santander ADSs will be delivered to Sovereign common shareholders in the transaction. Each outstanding
share of Sovereign Series C preferred stock, other than shares for which dissenters’ rights are perfected,
will be converted into an identical share of Series C preferred stock of Sovereign, reincorporated as a Vir-
ginia corporation.

Q: Should I send in my Sovereign common stock certificates with my proxy card?

A: No. Please DO NOT send your Sovereign common stock certificates with your proxy card. You will be
provided at a later date a form of election and instructions regarding surrender of your Sovereign common
stock certificates.

Q: What if I want to change my vote after I have delivered my proxy card?
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A: You may revoke your proxy and change your vote at any time before your proxy is voted at the special
meeting. If you are a shareholder of record, you may revoke your proxy and change your vote by submit-
ting a later-dated proxy by telephone, Internet or mail, or by voting in person at the special meeting. To
request an additional proxy card, or if you have any questions about the meeting or how to vote or revoke
your proxy, you should contact MacKenzie Partners, Inc. at 1-800-322-2885.

If you hold your shares in street name, contact your broker or other nominee regarding how to instruct
your broker or other nominee to revoke your proxy and change your vote and any deadlines for the receipt
of these instructions.

If you are a participant in the Retirement Plan, you may revoke your proxy and change your vote as
described above, but only until 5:00 p.m. on January 22, 2009.

Q: How is Santander going to vote its shares of common stock at the special meeting?

A: As of the record date, Santander owned 165,919,150 shares, or 24.99%, of Sovereign’s common stock.
Under the terms of the transaction agreement, Santander will vote all of these shares “FOR” the proposal
to approve and adopt the transaction agreement.

Q: How is Relational going to vote its shares at the special meeting?

A: Relational Investors, LLC and its affiliates, or Relational, own and are entitled to vote 52,811,143 shares,
or 7.95%, of Sovereign’s common stock as of the record date. Under the terms of the voting agreement
between Santander and Relational, dated as of October 13, 2008, Relational and its affiliates will vote all
of those shares “FOR” the proposal to approve and adopt the transaction agreement. The non-Santander
directors who collectively are entitled to vote 54,038,119 shares or 8.14% of Sovereign’s common stock as
of the record date also are required to vote “FOR” the proposal.

Q: Who pays for the cost of proxy preparation and solicitation?

A: Sovereign will pay for the cost of proxy preparation and solicitation, including the reasonable charges and
expenses of brokers, banks or other nominees for forwarding proxy materials to street name holders.

Sovereign has retained MacKenzie Partners, Inc. to assist Sovereign with soliciting shareholder proxies,
and MacKenzie Partners, Inc. will receive customary fees plus reimbursement of expenses. In addition,
Sovereign may solicit proxies by Internet and mail. Moreover, each of Sovereign’s and Santander’s direc-
tors, officers and regular employees may solicit proxies by telephone, facsimile or personally. These indi-
viduals will receive no additional compensation for their services other than their regular salaries or fees,
if any.

Q: Whom can I call with questions about the shareholder meeting or the transaction?

A: If you have questions about the transaction or the special meeting of shareholders, need additional copies
of this document, have questions about the process for voting or need a replacement proxy card, you
should contact:

MacKenzie Partners, Inc.
1-800-322-2885

Q: Where can I find more information about the companies?

A: You can find more information about Santander and Sovereign from the various sources described under
“Where You Can Find More Information” beginning on page 122.
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SUMMARY

The following summary highlights material information from this document. It does not contain all of the
information that may be important to you. You are urged to read carefully this entire document and other
documents which are referred to in this document in order to fully understand the transaction. See “Where
You Can Find More Information” on page 122. Most items in this summary include a page reference directing
you to a more complete description of those items. The basis of presentation of financial information of Banco
Santander in this document is under EU-IFRS as required to be applied under Bank of Spain’s Circular
4/2004, while the basis of presentation of Sovereign is under US GAAP.

The Companies (see page 90)

Banco Santander, S.A.
Avenida de Cantabria, s/n
28660 Boadilla del Monte
Madrid, Spain
+34-91-259-6520

Banco Santander, S.A. and its consolidated subsidiaries are a group of banking and financial companies that
operate through a network of offices and subsidiaries across Spain and other European (including the United
Kingdom, Austria, the Czech Republic, Germany, Hungary, Italy, Portugal and Norway) and Latin American
countries. As at September 30, 2008, it was the largest banking group in the euro zone by market capitalization,
with a stock market capitalization of A65.67 billion, stockholders’ equity of A53.80 billion and total assets of
A953.03 billion. It had an additional A126.69 billion in mutual funds, pension funds and other assets under
management (excluding assets under management related to insurance savings products) at that date. For the
nine months ended September 30, 2008, it reported net attributable income of A6.94 billion. At that date, it
employed approximately 133,000 people and had approximately 11,680 branches and some 80 million customers
worldwide. Santander ADSs trade on the New York Stock Exchange under the symbol “STD.” Santander
ordinary shares are listed on the Spanish Stock Exchanges in Madrid, Bilbao, Barcelona and Valencia, referred
to as the “Spanish Stock Exchanges,” and quoted on the Automated Quotation System of the Spanish Stock
Exchanges, referred to as the “Automated Quotation System,” under the symbol “SAN.”

Santander’s principal operations are in Spain, the United Kingdom, Portugal, Germany, Italy and Latin
America. It also has significant operations in New York as well as financial investments in Sovereign and
Attijariwafa Bank Société Anonyme (formerly, Banque Commerciale du Maroc). In Latin America, it has
majority shareholdings in banks in Argentina, Brazil, Chile, Colombia, Mexico, Puerto Rico, Uruguay and
Venezuela.

Sovereign Bancorp, Inc.
1500 Market Street
Philadelphia, Pennsylvania 19102
(267) 256-8601

Sovereign is a $77 billion financial institution as of September 30, 2008, with community banking offices,
operations and team members located principally in Pennsylvania, Massachusetts, New Jersey, Connecticut,
New Hampshire, New York, Rhode Island and Maryland. Sovereign gathers substantially all of its deposits in
these market areas. Sovereign uses these deposits, as well as other financing sources, to fund its loan and
investment portfolios. Sovereign earns interest income on its loans and investments. In addition, it generates
non-interest income from a number of sources including deposit and loan services, sales of loans and
investment securities, capital markets products and bank-owned life insurance. Its principal non-interest
expenses include employee compensation and benefits, occupancy and facility-related costs, technology and
other administrative expenses. Its volumes, and accordingly its financial results, are affected by the economic
environment, including interest rates, consumer and business confidence and spending, as well as the
competitive conditions within its geographic footprint. Shares of Sovereign’s common stock are traded on the
New York Stock Exchange under the symbol “SOV.”
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Santander Ordinary Shares and Santander American Depositary Shares (see pages 106 and 112)

As a Spanish company Santander issues ordinary shares that entitle holders thereof to substantially the
same rights to which a holder of common stock of a U.S. company would be entitled, including without
limitation, voting rights and dividend rights. Santander ordinary shares are listed in euros on the Spanish Stock
Exchanges and quoted on the Automated Quotation System under the symbol “SAN.” To allow investors in
the United States to more easily invest in, hold and trade interests in its ordinary shares, Santander, like many
non-U.S. companies, has established an American depositary share facility. Pursuant to this facility ordinary
shares are deposited with a U.S. depositary bank and the depositary bank issues American Depositary Receipts
or ADRs to investors representing interests in the shares, which are called American Depositary Shares, or
ADSs, deposited with it. Santander ADSs are securities that trade in dollars on the New York Stock Exchange
under the symbol “STD”. Each Santander ADS represents one Santander ordinary share. Since the Santander
ADSs represent an interest in Santander ordinary shares, Santander ADSs carry the same rights as the
Santander ordinary shares; however, the Santander ADSs also are subject to the terms of the contract between
Santander and the depositary bank. See “Description of Santander Ordinary Shares” and “Description of
Santander American Depositary Shares.”

You Will Receive Santander ADSs in the Transaction . You May Elect to Receive Santander Shares
(see page 71)

The terms and conditions of Santander’s acquisition of Sovereign, which we refer to as “the transaction,”
are contained in the transaction agreement, which is attached as Annex A to this document. Please carefully
read the transaction agreement, as it is the legal document that governs the transaction.

In the transaction, (i) Sovereign will initially be merged with and into Sovereign Virginia, which we refer
to as the “reincorporation merger,” with each outstanding share of Sovereign common stock being converted
into one share of Sovereign Virginia common stock and (ii) immediately thereafter, Santander and Sovereign
Virginia will effect a “share exchange” under Virginia corporate law, where Santander shall automatically
become the holder and owner of 100% of the outstanding shares of Sovereign Virginia common stock and
each share of Sovereign Virginia common stock shall be exchanged for the right to receive 0.3206 Santander
ADSs. We refer to this second event as the “share exchange.” As a result of the foregoing steps, Sovereign
Virginia will become a wholly owned subsidiary of Santander.

As a result of these two parts of the transaction, you will receive consideration for each of your shares of
Sovereign common stock in the form of Santander ADSs unless you elect instead to receive Santander
ordinary shares in exchange for your Sovereign common stock (which would be exchanged at the same ratio
as Santander ADSs). In this document, Santander ADSs and Santander ordinary shares are referred to as
“Santander shares.” Santander has the right to decide in its discretion to invalidate elections to receive
Santander ordinary shares instead of Santander ADSs in which case only Santander ADSs will be delivered to
Sovereign shareholders in the transaction.

On December 18, 2008, the latest practicable date prior to the date of this document, the closing price per
Santander ordinary share and the closing price per Santander ADS were A6.73 ($9.63 at the then-prevailing
exchange rate) and $9.32, respectively. You are urged to obtain a current market quotation for the Santander
ADSs and Santander ordinary shares.

In the transaction, holders of shares of Series C preferred stock of Sovereign will have the right to receive
an equal number of identical shares of Series C preferred stock of Sovereign Virginia.

The Implied Value of the Consideration Will Depend on the Market Price of Santander Ordinary Shares
(Converted into U.S. dollars) or Santander ADSs on the Date the Share Exchange is Effective
(see page 26)

The U.S. dollar value of Santander ADSs being delivered as consideration in the transaction will depend
on the price of Santander ordinary shares and the euro/U.S. dollar exchange rate or the price of Santander
ADSs on the date the share exchange is effective.
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Based on the closing price of Santander ordinary shares on the Spanish Stock Exchanges as reported by
the Automated Quotation System and the then-prevailing euro/U.S. dollar exchange rate:

• on October 10, 2008, the last full trading day prior to the announcement of the transaction, the implied
value per share of Sovereign common stock of the share consideration was $3.92 (or, using the
exchange ratio before it was adjusted to take into account the Santander rights offering, $3.57);

• on October 13, 2008, the day of the announcement of the transaction, the implied value per share of
Sovereign common stock of the share consideration was $4.04; and

• on December 18, 2008, the latest practicable date prior to the date of this document, the implied value
per share of Sovereign common stock of the share consideration was $3.09.

Based on the closing market price of Santander ADSs on the New York Stock Exchange:

• on October 10, 2008, the implied value per share of Sovereign common stock of the share consideration
was $4.18 (or, using the exchange ratio before it was adjusted to take into account the Santander rights
offering, $3.81);

• on October 13, 2008, the implied value per share of Sovereign common stock of the share consideration
was $4.65; and

• on December 18, 2008, the implied value per share of Sovereign common stock of the share
consideration was $2.99.

The Santander Ordinary Shares and Santander ADSs to Be Issued in the Transaction Will Be Listed
and Traded on Various Exchanges (see page 24)

Santander ADSs are listed on the New York Stock Exchange. Santander ordinary shares that are
represented by Santander ADSs are listed on the Spanish Stock Exchanges and quoted on the Automated
Quotation System. Santander ordinary shares are also listed on the Buenos Aires, Lisbon, London, Milan and
Mexico stock exchanges.

The Rights Associated with Owning Santander Ordinary Shares or Santander ADSs Are Different from
Those Associated with Owning Sovereign Common Stock (see page 95)

As Santander is a Spanish company, the rights of holders of Santander ordinary shares are governed
directly, and the rights of holders of Santander ADSs are governed indirectly, by Spanish law and by
Santander’s bylaws (estatutos). The rights of shareholders under Spanish law and the rights of shareholders
under Pennsylvania law differ in certain respects. For a comparison of the rights of holders of Santander
ordinary shares or Santander ADSs with the rights of holders of Sovereign common stock, see “Comparison of
Your Rights as a Holder of Sovereign Common Shares and Your Rights as a Potential Holder of Santander
Ordinary Shares or Santander ADSs.” The rights of holders of Santander ADSs also will be governed by the
terms of the deposit agreement between Santander and a depositary bank providing for the issuance of the
Santander ADSs. See “Description of Santander American Depositary Shares”.

What Holders of Compensatory Sovereign Stock Options and Restricted Stock Will Receive
(see page 71)

At the time the reincorporation merger becomes effective, each then-outstanding compensatory option to
acquire shares of Sovereign common stock will be canceled in exchange for the right to promptly receive cash
equal to the product of (i) the excess, if any, of the cash value of one share of common stock of Sovereign
Virginia, determined at the time that the reincorporation merger becomes effective, over the applicable exercise
price per share of Sovereign common stock of such option, and (ii) the number of shares of Sovereign
common stock that the holder of such option could have purchased (assuming full vesting of such option) had
such holder exercised such option in full immediately prior to the time that the reincorporation merger
becomes effective. As of December 19, 2008, there were 6,463,687 vested, and 2,517,187 unvested, Sovereign
stock options. Sovereign option holders would receive $0 in exchange for the vested Sovereign options denoted
above and $0 in exchange for the unvested Sovereign options denoted above based upon the closing price for

3



Santander ordinary shares on December 19, 2008. Because the consideration to be paid to the option holders
will be based in part on the trading price of the Santander shares during the period preceding the completion
of the transactions, and there may be exercises and forfeitures of options between now and the closing of the
transactions, the actual aggregate payments made in respect of the options may be different.

There were 5,032,695 shares of Sovereign restricted stock outstanding as of December 19, 2008. Each
share of restricted stock outstanding immediately prior to the time the reincorporation merger becomes
effective will become fully vested and will be treated in the transaction in the same manner as each other
share of Sovereign common stock.

Sovereign’s Financial Advisor Has Provided to Sovereign’s Board of Directors an Opinion as to the
Fairness of the Exchange Ratio, from a Financial Point of View, to Sovereign’s Shareholders
(see page 51)

Barclays Capital Inc., or Barclays, has provided an opinion to the Sovereign board of directors, dated as
of October 13, 2008, that, subject to and based upon the qualifications and assumptions set forth in the
opinion, from a financial point of view, the exchange ratio to be offered to Sovereign shareholders was fair to
such shareholders (other than Santander or its affiliates, as to which Barclays expressed no opinion) under the
circumstances applicable to Sovereign as of the date of the opinion. The full text of Barclays opinion is
attached to this document as Annex C. You are urged to read the opinion in its entirety. You should read this
opinion completely to understand the procedures followed, assumptions made, matters considered and
limitations of the review undertaken by Barclays. The opinion of Barclays is addressed to the Sovereign board
of directors, is directed only to the consideration to be paid in the transaction and does not constitute a
recommendation to any shareholder as to how that shareholder should vote with respect to the transaction.
Barclays’ opinion was directed to the Sovereign board of directors in connection with its evaluation of the
exchange ratio to be offered to Sovereign shareholders, does not in any manner address the decision of the
Sovereign board to proceed with or effect the transaction and does not constitute a recommendation to any
shareholder as to how that shareholder should vote with respect to the transaction. The opinion of Barclays
will not reflect any developments that may occur or may have occurred after the date of the opinion and prior
to completion of the transaction.

Pursuant to an engagement letter between Sovereign and Barclays, Sovereign agreed to pay Barclays fees
for its services, a portion of which was payable upon the execution of the transaction agreement and a
substantial portion of which is contingent upon the completion of the transaction. In addition, Sovereign has
agreed to reimburse Barclays for its reasonable out-of-pocket expenses and indemnify Barclays against various
liabilities.

The Sovereign Board of Directors Recommends That Sovereign Shareholders Vote “FOR” Approval and
Adoption of the Transaction Agreement (see page 47)

Upon the recommendation of a special committee of the Sovereign board of directors, which committee
is composed solely of directors unaffiliated with Santander, the Sovereign board of directors, excluding all
directors affiliated with Santander, has unanimously determined that the transaction, the transaction agreement
and the transactions contemplated by the transaction agreement are advisable and in the best interests of,
Sovereign shareholders and its other constituencies and unanimously recommends that Sovereign shareholders
vote “FOR” the proposal to approve and adopt the transaction agreement. As part of such approval,
shareholders will be voting for the adoption and approval of the reincorporation merger and will be consenting,
to the extent any such consent is required, to the share exchange.

In determining whether to approve the transaction agreement, the Sovereign board of directors consulted
with certain of its senior management and with its legal and financial advisors. In arriving at its determination,
the Sovereign board of directors considered the factors described under “The Transaction — Sovereign’s
Reasons for the Transaction; Recommendation of the Sovereign Board of Directors.”
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Interests of Sovereign’s Executive Officers and Directors in the Transaction (see page 59)

The directors and executive officers of Sovereign have financial interests in the transaction that are
different from, or in addition to, the interests of Sovereign shareholders. These interests include rights of
executive officers under change in control employment agreements with Sovereign, rights of directors and
officers under stock-based benefit programs and awards of Sovereign, rights of executive officers under
nonqualified deferred compensation plans of Sovereign, and rights of directors and officers to continued
indemnification and insurance coverage after the transaction for acts and omissions occurring before the
consummation of the transaction. Upon the closing of the transaction, certain of Sovereign’s executive officers
and directors will be entitled to payments with respect to their equity-based awards and deferred compensation.
These payments may include $762,000 for Paul A. Perrault (assuming his employment becomes effective),
$1,070,439 for Kirk W. Walters, $336,837 for Salvatore J. Rinaldi, $314,627 for Patrick J. Sullivan, $163,226
for M. Robert Rose, $167,107 for Roy J. Lever, $209,250 for Matthew A. Kerin and $114,002 for Thomas D.
Cestare. Sovereign’s executive officers will also be entitled to additional payments and benefits in the event
their employment is terminated under certain circumstances following the transaction. These payments may
include $7,157,578 for Mr. Perrault, $6,660,646 for Mr. Walters, $3,128,405 for Mr. Rinaldi, $1,373,533 for
Mr. Sullivan, $989,667 for Mr. Rose, $1,205,153 for Mr. Lever, $1,373,904 for Mr. Kerin and $821,247 for
Mr. Cestare. Sovereign directors and executive officers also hold shares of Sovereign common stock entitling
them to receive an aggregate of 18,296,982 Santander ADSs upon the closing of the transaction. The
Sovereign board of directors was aware of these interests and considered them, among other matters, in
reaching its decision to approve the transaction agreement and to recommend that Sovereign’s shareholders
vote in favor of the proposal to adopt and approve the transaction agreement. For additional information
regarding these payments, see “Interests of Sovereign’s Executive Officers and Directors in the Transaction”.

Non-Solicitation (see page 77)

Sovereign has agreed that it will not solicit or encourage any inquiries or proposals regarding any
acquisition proposals by third parties. Sovereign may respond to unsolicited proposals in certain circumstances
if required by the Sovereign board of directors’ fiduciary duties. Sovereign must promptly notify Santander if
it receives any acquisition proposals.

Conditions to Completion of the Transaction (see page 80)

Santander and Sovereign will be required to complete the transaction only if specific conditions, including
the following, are satisfied or waived:

• the approval by the Santander shareholders of the capital increase of Santander necessary for effecting
the transaction and the approval and adoption of the transaction agreement by Sovereign shareholders;

• the other party’s representations and warranties in the transaction agreement being true and correct,
subject to certain materiality and material adverse effect standards contained in the transaction
agreement, and the performance by the other party in all material respects of its obligations under the
transaction agreement;

• the absence of any applicable law prohibiting or preventing the transaction;

• certain regulatory approvals required to consummate the transactions contemplated by the transaction
agreement having been obtained, and no such regulatory approval having resulted in the imposition of a
requirement on Santander or Sovereign to take any action, or commit to take any action, or agree to
any condition or restriction, that would reasonably be expected to have a material adverse effect
(measured on a scale relative to Sovereign) on any of Sovereign, Santander or Sovereign Virginia;

• as a condition to Santander’s obligation only, there not having occurred, since the date of the
transaction agreement, any effect, change, circumstances, conditions or developments that, individually
or in the aggregate, would reasonably be expected to have a material adverse effect on Sovereign,
excluding any effect resulting from certain specified factors, including changes in accounting principles,
changes in laws, changes in political, economic or market conditions, the failure to meet earnings
projects (but not the underlying causes), the impact of the transaction on relationships with customers
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or employees, the public disclosure of the transaction agreement and the transaction, any outbreak of
war or hostilities, actions or omissions taken with the prior written consent of the other party to the
transaction agreement, adverse events related to the deterioration of the credit markets; provided that
any such change or event shall only be considered to the extent such change or event does not have a
materially disproportionate effect on the relevant party and its subsidiaries, taken as a whole, compared
to other companies engaged in the same industry as such party and its subsidiaries; and

• no order having been issued or plan made or effected by any governmental authority that would result
in the issuance of any Sovereign capital stock, voting securities or certain other types of securities to a
governmental authority or would otherwise interfere with the ability of Santander to, control one
hundred percent of the voting power of Sovereign and its subsidiaries and one hundred percent of
Sovereign Virginia common stock following the effective time of the share exchange.

Termination of the Transaction Agreement (see page 81)

The transaction agreement may be terminated at any time prior to the reincorporation effective time by
the mutual written consent of Santander and Sovereign.

The transaction agreement may also be terminated prior to the reincorporation effective time by either
Santander or Sovereign, if:

• there is a permanent legal prohibition to completing the transaction;

• the transaction is not completed by June 30, 2009 (other than because of a breach of the transaction
agreement caused by the party seeking termination);

• the other party breaches the transaction agreement in a way that would entitle the party seeking to
terminate the agreement not to consummate the transaction, subject to the right of the breaching party
to cure the breach within 30 days following written notice (unless it is not possible due to the nature or
timing for the breach for the breaching party to cure the breach); or

• approval of Santander’s shareholders of the capital increase, or approval of Sovereign’s shareholders of
the transaction agreement, is not obtained.

The transaction agreement may also be terminated prior to the reincorporation effective time by Santander if:

• Sovereign breaches its “non-solicitation” obligations. See “The Transaction Agreement — No Solicitation
of Alternative Transactions”;

• Sovereign fails to make, withdraws or modifies in a manner adverse to Santander the recommendation
by Sovereign’s board of directors that Sovereign’s shareholders adopt and approve the transaction
agreement and the transactions contemplated thereby at a duly held meeting of such shareholders (or
recommends an acquisition proposal made by a third party or takes any action or makes any statement
inconsistent with such recommendation by Sovereign’s board of directors), such action by Sovereign an
adverse recommendation change;

• Sovereign’s board of directors fails to confirm publicly its recommendation of the transaction agreement
within five business days of a written request by Santander that it do so; or

• Sovereign’s board of directors fails to include and maintain until the closing of the transactions its
recommendation of the transactions to the Sovereign shareholders in this document.

Termination Fee (see page 82)

Sovereign has agreed to pay a fee of $95 million (minus the amount of certain fees and expenses of Santander
reimbursed by Sovereign) if the transaction agreement is terminated under the following circumstances:

• Sovereign makes an adverse recommendation change;

• Sovereign’s board of directors fails to confirm publicly its recommendation of the transaction agreement
within five business days of a written request by Santander that it do so;

• Sovereign’s board of directors fails to include and maintain until the closing of the transactions its
recommendation of the transactions to the Sovereign shareholders in this document; or
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• Sovereign breaches the transaction agreement in a way that would entitle Santander to terminate the
agreement and not to consummate the transaction; and

• in any such case prior to such termination, an acquisition proposal has been publicly announced or
otherwise communicated to Sovereign’s board of directors or its shareholders, and within 12 months of
the date of such termination, Sovereign or any of its subsidiaries enters into a definitive agreement with
respect to, or consummates, an acquisition proposal; or

• Sovereign intentionally breaches its non-solicitation provisions under Section 8.03 of the transaction
agreement.

See “The Transaction Agreement — Termination of the Transaction Agreement — Termination Fees.”

Appraisal Rights/Dissenters’ Rights (see page 66)

Holders of Sovereign common stock are not entitled to appraisal or dissenters’ rights in connection with
the transaction. Holders of Sovereign’s Series C preferred stock will be entitled to dissenters’ rights in
connection with the transaction.

Sovereign Will Hold Its Special Meeting on (see page 36)

The Sovereign special meeting will be held on January 28, 2009 at 10:00 a.m. (New York City time) at
Steiner Studios, 15 Washington Avenue, Brooklyn Navy Yard, Brooklyn, NY, 11205. At the special meeting,
Sovereign shareholders will be asked:

• to approve and adopt the transaction agreement;

• to vote upon an adjournment of the Sovereign special meeting, if necessary, to solicit additional
proxies; and

• to transact any other business as may properly be brought before the Sovereign special meeting or any
adjournment of the Sovereign special meeting.

You can vote at the Sovereign special meeting if you owned Sovereign common stock at the close of
business on December 19, 2008. On that date, there were 663,950,557 shares of Sovereign common stock
outstanding and entitled to vote, approximately 33.59% of which were owned and entitled to be voted by
Sovereign directors and executive officers and their affiliates. You can cast one vote for each share of
Sovereign common stock you owned on that date. In order to approve and adopt the transaction agreement, the
holders of a majority of the shares who vote must vote in favor of doing so.

Regulatory Approvals Required for the Transaction (see page 65)

Completion of the proposed transaction is subject to various regulatory approvals or clearances, including
approval from the Federal Reserve Board, the Financial Institutions Regulatory Authority, or FINRA, the Bank
of Spain (Banco de España), and various securities authorities in the United States and in Spain.

Santander and Sovereign have completed, or will complete, the filing of all applications and notices with
regulatory authorities required in order to complete the transaction.

The Federal Reserve Board approved the transaction on December 10, 2008. Although Santander and
Sovereign currently believe they should be able to obtain the other necessary regulatory approvals in a timely
manner, they cannot be certain when or if they will obtain them.

The Transaction will be a Taxable Event to U.S. Holders of Sovereign Common Stock (see page 84)

In general, a U.S. holder (as defined in the discussion under the heading “Material U.S. Federal Income
Tax Considerations”) whose shares of Sovereign common stock are exchanged for Santander ADSs in the
transaction will recognize capital gain or loss for U.S. federal income tax purposes in an amount equal to the
difference, if any, between the fair market value of the Santander ADSs (including the fair market value of the
fractional Santander ADSs) on the date of the exchange received with respect to such Sovereign common
stock and the U.S. holder’s adjusted tax basis in such Sovereign common stock.
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RECENT DEVELOPMENTS

Highlights for the nine months ended September 30, 2008

Santander

By September 2008, it became apparent that the downturn in the global economy was much deeper than
originally expected, and difficult economic conditions are likely to persist through 2009, particularly in Spain.
The turmoil in global financial markets that was sparked by the bankruptcy of Lehman Brothers in September
intensified liquidity tensions, led to significant increases in interest rates and exposed the weaknesses of certain
financial institutions. The U.S. and European governments intervened on an unprecedented scale in the
financial sector in an effort to stabilize markets, though global investor confidence remains low and credit
remains relatively scarce.

Against this very difficult economic and financial backdrop, Santander recorded attributable profit of
A6,935 million in the first nine months of 2008, an increase of 5.5% from the same period in the prior year.
This gain was driven primarily by increased interest margins, especially late in the third quarter as average
interest rates on Santander’s loan portfolio significantly outpaced increases in Santander’s costs of deposits and
borrowings. Net fees grew at a substantially slower pace than net interest income, mainly due to a 16.1%
decrease in off-balance sheet funds under management from December 31, 2007 to A126,688 million as of
September 30, 2008. Operating expenses increased 3.5% in the nine months ended September 30, 2008,
compared to the same period in 2007, which represented slower growth than the 12.9% increase in gross
operating income between both periods.

The financial crisis and the economic slowdown have also resulted in slower growth in loan volume, a
deterioration in asset values securing Santander’s loans to customers and increased non-performing loans,
which have required Santander to significantly increase provisions, a trend Santander expects to continue for
the remainder of the year and into next year. As of September 30, 2008, Santander’s net customer loan
portfolio stood at A570,703 million, a 0.9% increase from December 31, 2007. Santander’s portfolio of
doubtful loans (which include Santander’s past-due and other non-performing assets (as further described in
Santander’s annual report on Form 20-F for the year ended December 31, 2007)) as of September 30, 2008
was A10,373 million, a 71% increase from the A6,070 million in doubtful loans as of December 31, 2007.
Santander’s non-performing loan, or NPL, ratio increased to 1.63% as of September 30, 2008 from 0.95% as
of December 31, 2007, while Santander’s coverage ratio declined to 104.27% as of September 30, 2008 from
150.55% as of December 31, 2007. As of September 30, 2008, Santander’s NPL ratio was 1.5% for
Santander’s Spanish business units, 0.76% for Santander’s U.K. business units and 2.37% for Santander’s Latin
American business units.

Santander’s net loan-loss provisions increased 67.2% in the first nine months of 2008 (as compared to the
same period in 2007), due in part to a growth in lending, although at a slower pace than in prior periods, and
the entry in previous quarters into segments of higher-yielding products, having a greater risk premium.
Santander’s net loan-loss provisions for NPL’s increased 57.1%, from A2,881 million in the nine months ended
September 30, 2007 to A4,526 million in the same period in 2008.

As of September 30, 2008, the fair market value of Santander’s available for sale securities portfolio had
decreased by 6.7%, or A2.9 billion, from A44.3 billion as of December 31, 2007, a trend which has worsened
in the current quarter due to market conditions. All of this decrease is recognized in consolidated equity on
Santander’s balance sheet as of September 30, 2008, with substantially all of it reflected therein as an equity
valuation adjustment.

In terms of Santander’s funding needs, Santander has recently had to increase its reliance on short-term
borrowings (as opposed to medium and longer-term borrowings) in light of conditions in the credit markets.
Santander expects this trend to continue at least for the remainder of the year.

In accordance with BIS II criteria, Santander’s computable capital totaled A53,981 million as of
September 30, 2008. As of that date, Santander’s surplus of capital above the minimum BIS II requirement
was A16,150 million. As of September 30, 2008, Santander’s BIS II ratio was 11.42%; Santander’s Tier 1 ratio
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(before deductions which mainly correspond to Santander’s interest in RFS Holdings, the parent company of
ABN AMRO, and to the businesses Santander acquired from ABN AMRO) was 7.89%; and Santander’s core
capital ratio was 6.31%.

Sovereign

On November 5, 2008, Sovereign filed with the SEC its financial results for the third quarter of 2008. For
the quarter ended September 30, 2008, Sovereign recorded a net loss of $982 million or a loss of $1.48 per
share. Included in this loss was the previously announced impairment charge on Sovereign’s Federal National
Mortgage Association, or FNMA, and Federal Home Loan Mortgage Corporation, or FHLMC, preferred stock
of $575 million as a result of actions taken by the U.S. Treasury in relation to FNMA and FHLMC and a loss
of $602 million related to the sale of its entire portfolio of CDOs. This compared to net income of
$58.2 million or $.11 per diluted share in the third quarter of 2007. See “Selected Consolidated Historical
Financial Data of Sovereign”.

Acquisition of Alliance & Leicester plc

On July 14, 2008, following approval by Santander’s executive committee and the Board of Directors of
Alliance & Leicester plc, or “A&L”, Santander and A&L announced their agreement on the terms of an
acquisition by Santander of 100% of A&L’s ordinary share capital. The acquisition was approved by Santander’s
and A&L’s shareholders and was completed on October 10, 2008 by means of a scheme of arrangement.

The acquisition was structured as a stock-for-stock transaction and was completed through the exchange of
one newly-issued Santander ordinary share for every three ordinary A&L shares. Following the approval of
Santander’s shareholders on September 22, 2008, Santander issued 140,950,944 new ordinary shares on
October 10, 2008 in exchange for all of A&L’s ordinary outstanding shares. The new Santander ordinary shares
began trading on the Spanish Stock Exchanges and through the Automated Quotation System on October 14, 2008
and represented (as of October 10, 2008) 2.2% of Santander’s total share capital after the capital increase.

The transaction was valued at approximately £1,259 million as of July 11, 2008 (the business day prior to
the announcement of Santander’s agreement with A&L), based on the closing price of Santander’s shares of
A11.23 per Santander ordinary share on that date (approximately £8.97 per Santander ordinary share based on
an exchange rate of A1.2517 per £1.00 at that date) and an agreed 18p per A&L ordinary share interim
dividend paid by A&L to its shareholders prior to the share exchange date.

A&L is a major financial services group in the United Kingdom, offering a broad range of financial
services and products to retail and business customers. According to its financial report for the six months
ended June 30, 2008, as of June 30, 2008, A&L had total ordinary shareholders’ equity of £1,294 million
(£1,716 million as of December 31, 2007), total assets of £77,045 million (£78,955 million as of
December 31, 2007), £30,225 million in customer deposits (£30,758 million as of December 31, 2007) and a
total of £42,318 million in debt securities issued and liabilities due to other banks (£43,635 million as of
December 31, 2007). Of A&L’s total assets as of June 30, 2008, £52,283 million were comprised of loans and
advances to customers (77.8% of which were comprised of mortgages) and £12,567 million were comprised of
available-for-sale investment securities (28.9% of which were comprised of asset-backed and other structured
securities). In the six months ended June 30, 2008, A&L recorded a loss attributable to ordinary shareholders
of £24 million, while in the year ended December 31, 2007, A&L recorded profit attributable to ordinary
shareholders of £257 million. As of June 30, 2008, A&L had 6,860 full-time employees, 254 branches and
approximately 5 million customers.

On October 12, 2008, the executive committee of Santander agreed to inject capital into Abbey, fulfilling
its agreed commitment to the UK government’s banking support scheme announced on October 8, 2008. The
amount of capital to be invested was £1 billion, in line with the expectation indicated at the time the
agreement with A&L was announced.
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Acquisition of Bradford & Bingley plc’s distribution channels and retail deposits

On September 29, 2008, the United Kingdom’s Treasury announced the nationalization of Bradford &
Bingley plc or “B&B”, and the transfer of B&B’s retail deposits in the United Kingdom and the Isle of Man
(approximately £20 billion owned by approximately 2.7 million customers), branch network (197 retail
branches and 141 agencies) and relevant employees to Abbey following a competitive sale process. Santander’s
total purchase price for the deposits, branch network and relevant employees was £612 million in cash
(A767 million based on an exchange rate of A1.2535 per £1.00 on September 29, 2008).

B&B’s remaining assets (including its approximately £41 billion in mortgage loans) and liabilities were
taken under public ownership by the United Kingdom’s Treasury.

As of October 10, 2008, Santander’s combined business in the United Kingdom, consisting of Abbey,
A&L and B&B, had 1,286 branches dispersed across the United Kingdom, approximately 24 million customers
and, Santander believes, a market share of approximately 10% of the United Kingdom’s total retail deposits.

Integration of Banco Real

Banco Real, which Santander acquired through the ABN AMRO acquisition, was previously accounted
for under the equity method. Beginning in November 2008, Banco Real will become consolidated into
Santander. For a description of the ABN AMRO acquisition, see “Item 4. Information on the Company — A.
History and Development of the Company — Principal Capital Expenditures and Divestitures — Acquisitions,
Dispositions, Reorganizations — ABN AMRO Holding N.V.” in Santander’s 2007 Form 20-F.

As of June 30, 2008, Banco Real had stockholders’ equity of R$12,826 million (R$12,142 million as of
December 31, 2007), total assets of R$163,468 million (R$159,547 million as of December 31, 2007),
R$70,312 million in deposits (R$53,431 million as of December 31, 2007) and R$3,634 million in borrowings
(R$6,051 million as of December 31, 2007).

As of June 30, 2008, Banco Real’s total non-performing loans were R$2,335 million or 3.2% of total
loans compared to R$1,852 million or 2.8% of total loss at December 31,2007. Banco Real’s allowance for
credit losses at June 30, 2008 was R$3,543 million, a 13% increase from the allowance for credit losses of
R$3,146 million at December 31, 2007.

Santander expects to invest approximately R$2.6 billion over the next two years in order to expand Banco
Real’s network of branches.

Santander Rights Offering

On November 10, 2008 Santander announced a capital increase through the issuance of 1,598,811,880 new
ordinary shares, of the same class and series as the shares currently outstanding, with preemptive subscription
rights for current shareholders. The issue price of the new shares will be A4.5 per share, for a total capital
increase of A7,194,653,460. The purpose of the capital increase is to improve Banco Santander’s core capital
ratio. Each outstanding Santander ordinary share as of November 12, 2008 shall receive one preemptive
subscription right, with four preemptive subscription rights being needed to subscribe for one new share.

On December 3, 2008, the rights offering was completed. Accordingly, Santander and Sovereign agreed
that, as provided in the transaction agreement, the exchange ratio would be adjusted from 0.2924 to 0.3206.
The exchange ratio was adjusted based on the formula described below.

CR1 = CR0 x
OS0 + X
OS0 + Y

CR1 = the exchange ratio adjusted to give effect to the rights offering;

CR0 = the original exchange ratio;

OS0 = the number of Santander ordinary shares outstanding immediately prior to the opening of business on
the record date for the rights offering;
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X = the total number of Santander ordinary shares issued pursuant to the rights granted to its existing
ordinary shareholders; and

Y = the number of Santander ordinary shares equal to the aggregate price paid to exercise such rights
divided by the simple average of the closing prices of the Santander ordinary shares in the Spanish
Automated Quotation System over the 10 consecutive trading-day period ending on the record date for
the rights offering, which was November 12, 2008.

Bernard L. Madoff Securities LLC

In light of the recent media reports concerning losses resulting from fraud at Bernard L. Madoff Securities
LLC, or Madoff Securities, on December 15, 2008, Santander filed a current report on Form 6-K stating that
institutional and private banking clients of certain of Santander’s subsidiaries have exposure to Optimal Strategic
US Equity, a fund managed by Optimal Investment Services — a subsidiary of Santander that is an asset
manager that specializes in alternative investment institutions — whose investments were executed by Madoff
Securities. The total exposure of Santander’s clients to Optimal Strategic US Equity is approximately A2.33 billion
($3.097 billion). Additionally, the Treasury Department of Banco Santander, S.A. had invested $342.8 million in
Optimal Multi-Strategy Fund. Optimal Multi-Strategy Fund has a 6.3% position in Optimal Strategic US Equity
Fund, which is the fund affected by this situation. This results in a $21.6 million (A17 million) exposure of
Banco Santander, S.A. to Madoff Securities.

Other Recent Developments

On November 11, 2008, the Sovereign board of directors received a letter from a third party, or Party A,
indicating an interest in pursuing a strategic transaction with Sovereign. While this letter proposed an
acquisition by means of a special purpose entity to be created by Party A and unspecified private equity co-
investors, pursuant to which such group would acquire 100% of the outstanding shares of Sovereign common
stock for $6.00 per share in cash, the letter did not identify the private equity co-investors of Party A, did not
identify any source of financing and requested that Sovereign pay significant fees before Party A was willing
to engage in any discussions (in particular, Party A requested that Sovereign pay a “transaction initiation/work
fee” of $10 million to perform due diligence and a “value enhancement fee” (payable upon the closing of any
acquisition of Sovereign completed during the ensuing 18 months) equal to 20% of any increase in the value
of total consideration payable by any acquirer over the transaction value of the transaction between Santander
and Sovereign, subject to a maximum fee of $95 million). After careful consideration, and consultation with
its financial and legal advisors, and in light of the conditionality and lack of specificity of the letter, the
Sovereign board of directors (other than the Santander affiliated directors) was unable to determine that, to the
extent the indication of interest in such letter constituted an acquisition proposal (within the meaning of the
transaction agreement), such indication of interest constituted, or was reasonably likely to result in, a superior
proposal (within the meaning of the transaction agreement). On November 12, 2008, the Sovereign board of
directors sent a letter to Party A informing Party A of its determination.

Sovereign and Sovereign Bank Debt Issuance

Sovereign and Sovereign Bank have announced that they intend to offer $250 million and $1.37 billion,
respectively, of senior unsecured notes under the FDIC Temporary Liquidity Guarantee Program as early as
the week of December 15, 2008. Such notes will mature on or prior to June 30, 2012 and principal and
interest on the notes will be guaranteed by the FDIC. Sovereign intends to offer floating rate notes and
Sovereign Bank intends to offer fixed rate notes. The notes will be payable in full at maturity and will not be
subject to optional or mandatory redemption.

Sovereign intends to use the proceeds of the offering for general corporate purposes including investments
in and advances to its subsidiaries, including Sovereign Bank, investments in cash or other short duration
investment vehicles and reducing other outstanding debts. Sovereign Bank intends to use the proceeds of the
offering for general corporate purposes including repayment of obligations that have matured or will mature,
reducing outstanding short term borrowings and investing in short term cash or other marketable securities.

The offerings are expected to be made through JP Morgan Securities and Goldman Sachs as co-managers
in an underwriting exempt from registration under the Securities Act under Section 3(a)(2).
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SELECTED CONSOLIDATED HISTORICAL FINANCIAL DATA OF SANTANDER

The following financial information has been selected from Santander’s consolidated financial statements.
You should read this information in connection with, and it is qualified in its entirety by reference to,
Santander’s consolidated financial statements included in its 2007 Form 20-F and the interim consolidated
financial statements for the nine months ended September 30, 2008 and 2007 included in Santander’s Report
on Form 6-K filed on November 10, 2008 (the “interim consolidated financial statements”) both of which are
incorporated by reference herein. See “Where You Can Find More Information” on page 122. Santander’s
consolidated financial information has been prepared according to the International Financial Reporting
Standards as adopted by the European Union (“EU-IFRS”) required to be applied under Bank of Spain’s
Circular 4/2004. For a reconciliation of Santander’s net income, stockholders’ equity, total assets and certain
ratios on a U.S. GAAP basis for the six months ended June 30, 2008 and 2007, see Santander’s Report on
Form 6-K filed on October 29, 2008 (the “June 30, 2008 6-K”) which is incorporated by reference herein and
which contains Santander’s results of operations, financial statements and other disclosures relating to the six
months ended June 30, 2008 and 2007. Note 16 to the consolidated financial statements set forth in
June 30, 2008 6-K contains a description of significant differences between the EU-IFRS required to be
applied under Bank of Spain’s Circular 4/2004 and U.S. GAAP.

The format of the selected financial information presented below differs with respect to the presentation
criteria of certain items and types of income from the format of the financial statements included in
Santander’s 2007 Form 20-F, because the selected financial information set forth below was prepared in
accordance with the new models contained in Spanish National Securities Market Commission Circular
1/2008. Santander’s interim consolidated financial statements reflect all adjustments that it believes are
necessary to present such information fairly for the nine months ended September 30, 2007 and 2008. Its
results for the nine months ended September 30, 2008 are not necessarily indicative of what its results will be
for the full year or any other period.

2007 2006 2005 2004 2008 2007
Year Ended December 31,

Nine Months Ended
September 30,

(In thousands of euros, except percentages and per share data)

Consolidated Income Statement
Data

Interest and similar income . . . . . 46,312,706 37,239,602 33,827,323 17,915,307 39,304,927 33,768,050

Interest expense and similar
charges . . . . . . . . . . . . . . . . . . (31,359,417) (25,118,665) (23,477,278) (10,741,775) (26,705,454) (22,702,246)

Interest income/(charges) . . . . . . 14,953,289 12,120,937 10,350,045 7,173,532 12,599,473 11,065,804
Income from equity instruments . . 422,618 412,714 335,576 388,876 402,385 364,481

Share of results of entities
accounted for using the equity
method . . . . . . . . . . . . . . . . . . 441,457 426,921 619,157 448,220 800,407 248,428

Fee and commission income. . . . . 9,479,986 8,288,580 7,153,947 5,417,676 7,254,521 7,071,191

Fee and commission expense . . . . (1,439,811) (1,264,385) (1,092,751) (866,923) (1,025,111) (1,049,617)

Gains/losses on financial assets
and liabilities (net) . . . . . . . . . . 2,331,696 2,062,471 1,457,847 728,878 2,293,436 1,673,839

Exchange differences (net) . . . . . . 650,734 96,635 76,513 361,465 30,088 466,420

Other operating income . . . . . . . . 6,741,246 6,076,845 3,355,378 2,968,389 7,187,735 5,241,955

Other operating expenses . . . . . . . (6,503,829) (5,839,785) (3,058,935) (2,891,193) (7,025,093) (5,092,606)
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2007 2006 2005 2004 2008 2007
Year Ended December 31,

Nine Months Ended
September 30,

(In thousands of euros, except percentages and per share data)

Gross operating income . . . . . . . 27,077,386 22,380,933 19,196,777 13,728,920 22,517,841 19,989,895
Administrative expenses . . . . . . . . (11,018,329) (9,969,171) (9,364,408) (6,683,623) (8,438,408) (8,089,238)

Personnel expenses . . . . . . . . . . . (6,551,201) (5,967,873) (5,611,308) (4,232,981) (5,024,217) (4,790,965)

Other general expenses. . . . . . . (4,467,128) (4,001,298) (3,753,100) (2,450,642) (3,414,191) (3,298,273)

Depreciation and amortization . . . (1,267,880) (1,146,547) (1,013,943) (830,621) (919,364) (955,904)

Provisions (net) . . . . . . . . . . . . . . (1,023,563) (1,079,337) (1,807,381) (1,103,287) (1,020,503) (490,118)

Impairment losses on financial
assets (net) . . . . . . . . . . . . . . . (3,502,604) (2,480,993) (1,636,923) (1,615,647) (4,005,067) (2,398,346)

Profit/(loss) from operations. . . . 10,265,010 7,704,885 5,374,122 3,495,742 8,134,499 8,056,289
Impairment losses on other assets

(net) . . . . . . . . . . . . . . . . . . . . (1,548,610) (20,781) (154,475) (81,402) (28,758) (24,047)

Gains/(losses) on disposal of
assets not classified as non-
current assets held for sale . . . . 1,815,867 352,120 1,379,554 200,649 75,160 53,464

Gains/(losses) on non-current
assets held for sale not
classified as discontinued
operations . . . . . . . . . . . . . . . . 642,974 959,162 1,061,696 740,735 721,964 606,460

Profit/loss before tax . . . . . . . . . 11,175,241 8,995,386 7,660,897 4,355,724 8,902,865 8,692,166
Income tax . . . . . . . . . . . . . . . . . (2,335,686) (2,254,598) (1,241,830) (491,922) (1,587,303) (1,807,653)

Profit for the period from
continuing operations . . . . . . . 8,839,555 6,740,788 6,419,067 3,863,802 7,315,562 6,884,513

Profit from discontinued
operations (net) . . . . . . . . . . . . 796,595 1,504,965 330,703 132,432 4,130 98,998

Consolidated profit for the
period . . . . . . . . . . . . . . . . . . 9,636,150 8,245,753 6,749,770 3,996,234 7,319,692 6,983,511

Profit for the period attributable
to the parent . . . . . . . . . . . . . . 9,060,258 7,595,947 6,220,104 3,605,870 6,935,196 6,571,803

Profit attributable to minority
interests . . . . . . . . . . . . . . . . . 575,892 649,806 529,666 390,364 384,496 411,708

Per Share Information:

Average number of shares
(thousands)(1) . . . . . . . . . . . . . 6,341,771 6,248,376 6,240,611 4,950,498 6,669,192 6,238,875

Basic earnings per share
(in euros) . . . . . . . . . . . . . . . . 1.4287 1.2157 0.9967 0.7284 1.0399 1.0534

Basic earnings per share
continuing operation
(in euros) . . . . . . . . . . . . . . . . 1.3170 1.0127 0.9599 0.7142 1.0394 1.0412

Diluted earnings per share
(in euros) . . . . . . . . . . . . . . . . 1.4139 1.2091 0.9930 0.7271 1.0347 1.0363

Dividends paid (in euros)(2) . . . . . 0.65 0.52 0.42 0.33 0.14 0.12

Dividends paid (in US$)(2) . . . . . 0.96 0.65 0.49 0.39 0.19 0.17
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2007 2006 2005 2004 2008
Year Ended December 31,

Nine Months Ended
September 30,

(In thousands of euros, except percentages and per share data)

Total assets . . . . . . . . . . . . . . . . . . . . . 912,914,971 833,872,715 809,106,914 664,486,300 953,034,782
Loans and advances to credit

institutions(3) . . . . . . . . . . . . . . . . . . 57,642,604 69,757,056 66,127,043 60,895,933 81,018,504

Loans and advances to customers
(net)(3) . . . . . . . . . . . . . . . . . . . . . . 571,098,513 527,035,514 439,109,692 390,078,751 577,247,918

Investment Securities(4) . . . . . . . . . . . . 132,035,268 136,760,433 203,938,360 138,753,764 108,349,960

Investments: Associates . . . . . . . . . . . . 15,689,127 5,006,109 3,031,482 3,747,564 15,319,190

Liabilities
Deposits from central banks and credit

institutions(5) . . . . . . . . . . . . . . . . . . 112,897,308 113,038,061 148,624,811 83,750,339 122,229,202

Customer deposits(5) . . . . . . . . . . . . . . 355,406,519 330,947,770 305,631,794 285,710,616 372,308,037

Debt securities(5) . . . . . . . . . . . . . . . . . 233,286,688 203,742,817 148,829,300 113,838,603 236,881,499

Capitalization
Guaranteed Subordinated debt excluding

preferred securities and preferred
shares(6) . . . . . . . . . . . . . . . . . . . . . 16,742,134 11,186,480 8,973,699 9,369,939 16,499,189

Secured Subordinated debt . . . . . . . . . . — — — 508,039 —

Other Subordinated debt . . . . . . . . . . . . 11,666,663 12,399,771 13,016,989 12,300,178 10,924,582

Preferred securities(6). . . . . . . . . . . . . . 7,261,382 6,836,570 6,772,768 5,292,016 7,151,193

Preferred shares(6) . . . . . . . . . . . . . . . . 522,558 668,328 1,308,847 2,124,222 497,788

Minority interest (including net income
of the period) . . . . . . . . . . . . . . . . . . 2,358,269 2,220,743 2,848,223 2,085,316 2,527,345

Stockholders’ equity(7) . . . . . . . . . . . . . 55,199,882 44,851,559 39,778,476 34,414,942 53,799,586

Total capitalization . . . . . . . . . . . . . . . . 93,750,888 78,163,451 72,699,002 66,094,652 91,399,683

Stockholders’ Equity per Share(7) . . . . . 8.70 7.18 6.37 6.95 8.07

Other managed funds
Mutual funds . . . . . . . . . . . . . . . . . . . . 119,210,503 119,838,418 109,480,095 97,837,724 97,255,664

Pension funds . . . . . . . . . . . . . . . . . . . 11,952,437 29,450,103 28,619,183 21,678,522 11,172,484

Managed portfolio . . . . . . . . . . . . . . . . 19,814,340 17,835,031 14,746,329 8,998,388 18,259,755

Savings -insurance policies . . . . . . . . . . 9,008,968 6,384,994 15,145,607 16,843,995 11,260,193

Total other managed funds . . . . . . . . . . 159,986,248 173,508,546 167,991,214 145,358,629 137,948,096
Consolidated Ratios
Profitability Ratios:

Return on average total assets
(ROA) . . . . . . . . . . . . . . . . . . . . . 1.10% 1.01% 0.91% 1.01% 1.08%

Return on average stockholders’
equity (ROE) . . . . . . . . . . . . . . . . 21.91% 21.39% 19.86% 19.74% 18.12%

Capital Ratio:

Average stockholders’ equity to
average total assets . . . . . . . . . . . . 4.71% 4.36% 4.24% 4.62% 5.63%

Ratio of earnings to fixed charges(8)

Excluding interest on deposits . . . . . . . . 1.64% 1.74% 1.74% 1.81% 1.64%

Including interest on deposits . . . . . . . . 1.34% 1.34% 1.30% 1.37% 1.32%
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2007 2006 2005 2004 2008
Year Ended December 31,

Nine Months Ended
September 30,

(In thousands of euros, except percentages and per share data)

Credit Quality Data
Allowances for impaired assets

(excluding country risk)(9) . . . . . . . . 9,302,230 8,626,937 7,902,225 6,813,354 11,035,213

Allowances for impaired assets
(excluding country risk) as a
percentage of total loans . . . . . . . . . . 1.60% 1.61% 1.77% 1.72% 1.88%

Impaired assets(10) . . . . . . . . . . . . . . . 6,178,655 4,607,547 4,341,500 4,114,691 10,476,368

Impaired assets as a percentage of total
loans . . . . . . . . . . . . . . . . . . . . . . . . 1.06% 0.86% 0.97% 1.04% 1.78%

Allowances for impaired assets
(excluding country risk) as a
percentage of impaired assets . . . . . . 150.55% 187.23% 182.02% 165.59% 105.33%

Net loan charge-offs as a percentage of
total loans . . . . . . . . . . . . . . . . . . . . 0.46% 0.34% 0.23% 0.16% 0.43%

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

(2) Dividends paid during the nine months ended September 30, 2008 and 2007 include the first interim divi-
dend for 2008 and 2007, respectively, which were paid in August of the relevant year.

(3) Equals the sum of the amounts included under the headings “Financial assets held for trading”, “Other
financial assets at fair value through profit or loss” and “Loans and receivables” as stated in Santander’s
interim consolidated financial statements.

(4) Equals the amounts included as “Debt instruments” and “Other equity instruments” under the headings
“Financial assets held for trading”, “Other financial assets at fair value through profit or loss”,
“Available-for-sale financial assets” and “Loans and receivables” as stated in Santander’s interim consoli-
dated financial statements.

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

(6) In its consolidated financial statements preferred securities and preferred shares are included under
“Financial liabilities at amortized cost” within “Subordinated liabilities.”

(7) Equals the sum of the amounts included at the end of each period as “Own funds” and “Valuation
adjustments” as stated in its consolidated financial statements. Santander has deducted the book value of
treasury stock from stockholders’ equity.

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

(9) The Bank of Spain requires Spanish banks to identify, among their loan loss provisions, the amount of
such provisions corresponding to cover the transfer risk arising from outstanding loans to borrowers in
countries falling into certain risk categories established by the Bank of Spain. The following tables set
forth our country-risk outstandings and provisions.

15



2007 2006 2005 2004

Nine Months Ended
September 30

2008

EU – IFRS (*)
Year Ended December 31,

(In millions of euros)

Risk (gross) . . . . . . . . . . . . . . . . . . . . . . . . 844.5 899.1 668.1 1,063.7 171.0

Provisions (country-risk) . . . . . . . . . . . . . . . 124.0 233.5 313.0 275.0 35.5

Risk (net) . . . . . . . . . . . . . . . . . . . . . . . . . 720.5 665.6 355.1 788.8 135.5

(*) The EU-IFRS required to be applied under Bank of Spain’s Circular 4/2004

(10) Impaired assets reflect Bank of Spain classifications. Such classifications differ from the classifications
applied by U.S. banks in reporting loans as non-accrual, past due, restructured and potential problem
loans. See “Item 4. Information on the Company — B. Business Overview — Financial Management and
Equity Stakes — Classified Assets — Bank of Spain Classification Requirements” in its 2007 Form 20-F.

Changes in Classification

The format of the consolidated balance sheet data, consolidated income statement data, consolidated
statement of recognized income and expense data and consolidated cash flow statement data presented above
differs from the presentation criteria of Santander’s consolidated financial statements included in its Form 20-F
for the year ended December 31, 2007, because the selected financial information set forth above was prepared
in accordance with the models contained in Spanish National Securities Market Commission Circular 1/2008,
which coincide, albeit in condensed format, with those expected to be applicable to Spanish credit institutions
following the approval of the amendments to current Bank of Spain Circular 4/2004, which will be used by
Santander in its financial statements for 2008 and that conform to the International Financial Reporting
Standards as issued by the IASB. Pursuant to IAS 1, the comparative figures were reclassified.

The differences, which mainly apply to the income statement, are as follows:

Previous Format: 2007 2006 2005 2004
Year Ended December 31,

(In thousands of euros)

Net interest income . . . . . . . . . . . . . . . . . . 15,295,126 12,479,796 10,659,377 7,555,432

Gross income . . . . . . . . . . . . . . . . . . . . . . . 27,068,469 22,333,170 19,075,556 13,789,277

Net operating income . . . . . . . . . . . . . . . . . 14,815,693 11,217,740 8,764,677 6,332,277

Profit before tax . . . . . . . . . . . . . . . . . . . . . 11,175,241 8,995,386 7,660,897 4,355,724

Profit from continuing operation . . . . . . . . . 8,839,555 6,740,788 6,419,067 3,863,802

Consolidated profit for the year . . . . . . . . . 9,636,150 8,245,753 6,749,770 3,996,234

Profit attributed to the Group . . . . . . . . . . . 9,060,258 7,595,947 6,220,104 3,605,870
Profit attributed to minority interest . . . . . . 575,892 649,806 529,666 390,364
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New Format: 2007 2006 2005 2004
Year Ended December 31,

(In thousands of euros)

Interest income/(charges) . . . . . . . . . . . . . . 14,953,289 12,120,937 10,350,045 7,173,532

Gross operating income . . . . . . . . . . . . . . . 27,077,386 22,380,933 19,196,777 13,728,920

Profit/(loss) from operations . . . . . . . . . . . . 10,265,010 7,704,885 5,374,122 3,495,742

Profit/(loss) before tax . . . . . . . . . . . . . . . . 11,175,241 8,995,386 7,660,897 4,355,724

Profit for the period from continuing
operations . . . . . . . . . . . . . . . . . . . . . . . 8,839,555 6,740,788 6,419,067 3,863,802

Consolidated profit for the period . . . . . . . . 9,636,150 8,245,753 6,749,770 3,996,234

a) Profit for the period attributable to the
parent . . . . . . . . . . . . . . . . . . . . . . . . . . 9,060,258 7,595,947 6,220,104 3,605,870

b) Profit attributable to minority interests . . 575,892 649,806 529,666 390,364

— “Net Interest Income” has been replaced by a new income heading called “Interest Income/(Charges)”,
consisting of the difference between “Interest and Similar Income” and “Interest Expense and Similar
Charges.” The aforementioned interest currently also includes financial income and expenses from insurance
activities and other non-financial activities that used to be presented separately. “Interest Income/(Charges)”
does not include income from equity instruments, which was previously included under “Net Interest Income.”

— The Insurance activity income is no longer presented on an aggregate basis but recognized, according
to its nature, in various line items in the consolidated income statement, with the ensuing effect on each
income statement total and line item.

— A new line item entitled “Gross Operating Income” replaces “Gross Income.” The new “Gross
Operating Income” is similar to the former “Gross Income,” except that it includes other operating income and
expenses, which were formerly not part of gross income, but does not include interests expenses and financial
charges from non-financial activities which are accounted for under net interest income.

— The “Sales and Income from the Provision of Non-Financial Services” and “Cost of Sales” line items
have been eliminated and the items previously recognized thereunder are now recognized mainly under “Other
Operating Income” and “Other Operating Expenses,” respectively.

— The balance previously recognized under “Impairment Losses (Net)” has been separated into two line
items: “Impairment Losses on Financial Assets (Net),” which includes the net impairment losses on financial
assets other than equity instruments classified as investments, and “Impairment Losses on Other Assets (Net),”
which includes the net impairment losses on equity instruments classified as investments and on other non-
financial assets.

— The “Net Operating Income” line item has been replaced by “Profit/(Loss) from Operations.” The
difference between the two line items is that the latter includes the finance income and costs from Santander’s
non-financial activities, the net charge to impairment losses on financial instruments and the net charge to
provisions, none of which is included in the former.

— “Other Gains” and “Other Losses” have been replaced by the line items “Gains/(Losses) on Disposal
of Assets not Classified as Noncurrent Assets Held for Sale” and “Gains/(Losses) on Non-current Assets Held
for Sale not Classified as Discontinued Operations,” which include mainly the balances of the eliminated line
items “Other Gains” and “Other Losses” mentioned above. Other gains and losses that were recognized in the
eliminated line items but which are not included in the newly-created line items were classified in the
consolidated income statement according to their nature.
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SELECTED CONSOLIDATED HISTORICAL FINANCIAL DATA OF SOVEREIGN

The following financial information has been selected from Sovereign’s financial statements. You should
read this information in conjunction with Sovereign’s consolidated financial statements and related notes
included in Sovereign’s Annual Report on Form 10-K for the year ended December 31, 2007 and the interim
consolidated financial statements and related noted included in Sovereign’s Quarterly Report on Form 10-Q
for the fiscal quarter ended September 30, 2008, each of which are incorporated by reference in this document
and from which this information is derived. See “Where You Can Find More Information” on page 122.

Sovereign — Summary of Consolidated Financial Data

2007 2006 2005 2004 2003 2008 2007
Year Ended December 31,

Nine Months Ended
September 30,

(In thousands of dollars, except percentages and per share data)

Balance Sheet Data
Total assets . . . . . . . . . . . . 84,746,396 89,641,849 63,678,726 54,489,026 43,517,433 77,320,833 86,607,328
Loans held for investment,

net of allowance . . . . . . . 56,522,575 54,505,645 43,072,670 36,102,598 25,695,715 55,719,546 55,949,604
Loans held for sale(1) . . . . . 547,760 7,611,921 311,578 137,478 137,154 236,478 569,013
Investment securities . . . . . . 15,142,392 14,877,640 12,557,328 11,546,877 12,618,971 9,554,002 15,289,850
Deposits and other customer

accounts . . . . . . . . . . . . 49,915,905 52,384,554 37,977,706 32,555,518 27,344,008 43,123,174 50,098,048
Borrowings and other debt

obligations . . . . . . . . . . 26,126,082 26,849,717 18,720,897 16,140,128 12,197,603 25,213,772 26,161,337
Stockholders’ equity . . . . . . 6,992,325 8,644,399 5,810,699 4,988,372 3,260,406 7,339,905 8,725,914
Summary Statement of

Operations
Total interest income . . . . . 4,656,256 4,326,404 2,962,587 2,255,917 1,951,888 3,037,811 3,516,916
Total interest expense . . . . . 2,792,234 2,504,856 1,330,498 819,327 724,123 1,558,347 2,118,918

Net interest income . . . . . . 1,864,022 1,821,548 1,632,089 1,436,590 1,227,765 1,479,464 1,397,998
Provision for credit

losses(1) . . . . . . . . . . . . 407,692 484,461 90,000 127,000 161,957 571,000 259,500

Net interest income after
provision for credit
losses(5) . . . . . . . . . . . . 1,456,330 1,337,087 1,542,089 1,309,590 1,065,808 908,464 1,138,498

Total non-interest income
(expense)(1). . . . . . . . . . 354,396 285,574 602,664 450,525 499,439 (616,859) 380,422

General and administrative
expenses . . . . . . . . . . . . 1,345,838 1,289,989 1,089,204 942,661 852,364 1,128,628 1,008,234

Other expenses(1)(2). . . . . . 1,874,600 313,541 163,429 236,232 157,984 125,734 240,235

(Loss)/Income before
income taxes . . . . . . . . . (1,409,712) 19,131 892,120 581,222 554,899 (962,757) 270,451

Income tax provision
(benefit) . . . . . . . . . . . . (60,450) (117,780) 215,960 127,670 153,048 (208,740) 16,730

Net (Loss)/Income(3) . . . . . (1,349,262) 136,911 676,160 453,552 401,851 (754,017) 253,721

Share Data
Common shares outstanding

at end of period
(in thousands)(3) . . . . . . 481,404 473,755 358,018 345,775 293,111 663,817 480,436

Basic (loss)/earnings
per share(3) . . . . . . . . . . (2.85) 0.30 1.77 1.34 1.38 (1.33) 0.51

Diluted (loss)/earnings
per share(3) . . . . . . . . . . (2.85) 0.30 1.69 1.29 1.32 (1.33) 0.51

Common share price at end
of period . . . . . . . . . . . . $ 11.40 $ 25.39 $ 20.59 $ 21.48 $ 22.62 $ 3.95 $ 17.04

Dividends declared
per common share. . . . . . $ .320 $ .300 $ .170 $ .115 $ .100 $ .000 $ .240
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2007 2006 2005 2004 2003 2008 2007
Year Ended December 31,

Nine Months Ended
September 30,

(In thousands of dollars, except percentages and per share data)

Selected Financial Ratios
Book value per common

share(4) . . . . . . . . . . . . $ 14.12 $ 17.83 $ 15.46 $ 13.74 $ 10.59 $ 10.76 $ 17.76
Common dividend payout

ratio(5) . . . . . . . . . . . . . N/A 92.11% 9.02% 8.21% 6.99% N/A 42.22%
Return on average

assets(6) . . . . . . . . . . . . (1.62)% 0.17% 1.11% .90% .97% (1.26)% 0.41%
Return on average

equity(7) . . . . . . . . . . . . (15.40)% 1.82% 11.92% 10.74% 13.41% (13.32)% 3.87%
Average equity to average

assets(8) . . . . . . . . . . . . 10.52% 9.46% 9.34% 8.36% 7.24% 9.49% 10.48%

(1) Sovereign’s provision for credit losses in 2007 and 2008 was negatively impacted by the deterioration in the
credit quality of its loan portfolios (particularly auto loans, commercial loans and its remaining correspondent
home equity portfolios) which was impacted by the weakening of the U.S. economy as well as declines in
residential real estate prices. Non-interest income for the nine-month period ended September 30, 2008
included an other-than-temporary impairment charge of $575 million on Sovereign’s FNMA and FHLMC
preferred stock portfolio and a loss of $602 million on the sale of its entire portfolio of collateralized debt
obligations. Non-interest income for 2007 includes a pretax other-than-temporary impairment charge of
$180.5 million on FNMA and FHLMC preferred stock. Non-interest income also included charges of
$46.9 million within capital markets revenue related to losses on repurchase agreements and other financing
agreements that Sovereign provided to a number of mortgage companies who declared bankruptcy and/or
defaulted on their agreements. In connection with a strategic decision made in the fourth quarter of 2006,
management decided to take several steps to improve the profitability and capital position of Sovereign. Sov-
ereign decided to sell certain loans including $2.9 billion of low yielding residential real estate and $4.3 bil-
lion of correspondent home equity loans whose credit quality had deteriorated significantly in 2006. The
proceeds from these sales were utilized to reduce FHLB borrowings and brokered certificate of deposits. In
2006, Sovereign recorded charges of $296 million through the provision for credit losses related to the corre-
spondent home equity loan sale and recorded a $28.2 million reduction in mortgage banking revenues as a
result of re-classifying these loans to held for sale at December 31, 2006 and carrying the loans at their mar-
ket value which was less than cost. In the first quarter of 2007, Sovereign recorded an additional charge of
$119.9 million on its correspondent home equity loan portfolio. Also in the fourth quarter of 2006, several
members of executive management resigned from Sovereign and approximately 360 employees were notified
that their positions were being eliminated. In 2006, Sovereign recorded severance charges of $63.9 million
related to these events which was recorded in other expenses. Finally, Sovereign sold approximately $1.5 bil-
lion of low yielding investment securities in connection with the restructuring plan. The proceeds from this
sale were reinvested in higher yielding securities as they were needed for collateral on certain of Sovereign
debt and deposit obligations. However, in 2006, Sovereign recorded a pre-tax loss of $43 million in connec-
tion with this sale which was recorded in non-interest income. Sovereign also recorded investment securities
charges of $305.8 million during the second quarter of 2006 which was recorded in non-interest income. See
Footnotes 6, 7 and 28 in Sovereign’s 2007 Form 10-K for further discussion.

(2) 2007 results include a $1.58 billion goodwill impairment charge related to Sovereign’s Metro New York
and Shared Services Consumer reporting units. See Footnote 4 in Sovereign’s 2007 Form 10-K for further
discussion.

(3) Net income includes after-tax investment security impairment charges and losses of $966.8 million ($1.68
per share) for the nine-month period ended September 30, 2008, after-tax goodwill and investment security
impairment charges, merger-related charges, restructuring charges, debt extinguishment charges or other
charges of $1.9 billion ($3.92 per share) in 2007, $538 million ($1.24 per share) in 2006, $15 million
($0.04 per diluted share) in 2005, $98 million ($0.27 per diluted share) in 2004 and $19 million ($0.06 per
diluted share) in 2003.
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(4) Book value per share is calculated using stockholders’ equity divided by common shares outstanding at
end of such period.

(5) Common dividend payout ratio is calculated by dividing total common dividends paid by net income for
the period. The ratio for 2007 is not applicable due to the net loss recorded during this time period. The
ratio for the nine months of 2008 is not applicable as no common dividends were paid, as well as, due to
the net loss recorded during this period.

(6) Return on average assets is calculated by dividing annualized net income by the average balance of total
assets for the period.

(7) Return on average equity is calculated by dividing annualized net income by the average balance of stock-
holders’ equity for the period.

(8) Average equity to average assets is calculated by dividing the average balance of stockholders’ equity for
the period by the average balance of total assets for the period.
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COMPARATIVE PER SHARE FINANCIAL DATA

The following table sets forth for Santander ordinary shares and Sovereign common stock certain
historical, pro forma and pro forma-equivalent per share financial information. The pro forma and pro forma-
equivalent per share information gives effect to the transaction as if the transaction had been effective on the
dates presented, in the case of the book value data, and as if the transaction had become effective on January 1,
2007, in the case of the basic earnings, diluted earnings and dividends data. The pro forma data in the tables
assume that the transaction is accounted for using the purchase method of accounting and represents a current
estimate based on available information of the combined company’s results of operations. The pro forma
financial adjustments record the assets and liabilities of Sovereign at their estimated fair values at the
acquisition date and are subject to adjustment as additional information becomes available and as additional
analyses are performed. See “Accounting Treatment” on page 84. The information in the following table is
based on, and should be read together with, the historical financial information that Santander and Sovereign
have presented in their prior filings with the SEC. See “Where You Can Find More Information” on page 122.

The pro forma financial information has been prepared on the following basis:

• Based upon the published unaudited interim results of Santander and Sovereign for the six months ended
June 30, 2008 and the published audited financial statements of Santander and Sovereign for the year
ended December 31, 2007, and prepared in accordance with U.S. GAAP, after giving effect to the offer;

• The pro forma financial information assumes that the transaction had become effective on January 1,
2007; and

• The pro forma financial information reflects appropriate adjustments based solely on publicly available
information, including an adjustment to eliminate the equity method investee of Sovereign from
Santander’s financial statements, as Sovereign is accounted for in those financial statements by the
equity method.

Year Ended
December 31, 2007

Six-Months Ended
June 30, 2008

(under U.S. GAAP)
Millions of euros

Pro Forma Condensed Combined Income Statement
Interest income/(charges) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,304 9,120

Gross operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 28,642 15,939

Profit/(loss) from operations . . . . . . . . . . . . . . . . . . . . . . . . . . 10,559 6,282

Profit/(loss) before tax . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,343 6,241

Profit for the period from continuing operations . . . . . . . . . . . . 8,007 5,132

Consolidated profit for the period . . . . . . . . . . . . . . . . . . . . . . 8,847 5,102

Profit attributable to minority interests . . . . . . . . . . . . . . . . . . . 576 262

Profit for the period attributable to the parent . . . . . . . . . . . . . . 8,272 4,840

Adjustments to U.S. GAAP . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,763) 153

Profit for the period attributable to the parent (U.S. GAAP) . . . 6,508 4,992

The unaudited pro forma condensed combined income statement information reflects the combination of
Santander and Sovereign’s income statements. Since Santander had recognized a portion of Sovereign’s results
due to its investment in Sovereign of approximately 25% of Sovereign’s common stock, the equity pickup of
Sovereign has been eliminated in order to avoid duplication. A portion of the equity pickup related to
Sovereign is recorded in “gross operating income”, while a portion is recognized in the “impairment losses on
other assets, net” line item, included in the “profit/loss before tax” subtotal. Therefore, “gross operating
income” has been adjusted to eliminate the profit related to the equity method pickup amounting to
43.4 million euros as of December 31, 2007 and 37.8 million euros as of June 30, 2008; and “profit/loss
before tax” contains an adjustment to reverse the portion of the impairment losses booked by Santander of
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262.6 million euros as of December 31, 2007, which relates to the charge recognized by Sovereign in
connection with their goodwill impairment.

There are no additional adjustments to those mentioned above that, due to the transaction, have been
estimated as significant in the unaudited pro forma condensed combined income statement.

The transaction is anticipated to provide the combined company with financial benefits that include a
wider geographical diversification, transfer of retail banking best practices and know how, improved efficiency
and improved solvency and capital adequacy ratios, which will benefit rating and cost of debt of Sovereign
and allow Santander to grow into a new retail market. The pro forma information, while helpful in illustrating
the financial characteristics of the combined company under one set of assumptions, does not reflect the
impact of possible efficiency improvements and possible improvement in cost of debt of Sovereign, among
other factors, that may result as a consequence of the transaction and, accordingly, does not attempt to predict
or suggest future results. It also does not necessarily reflect what the historical results of the combined
company would have been had our companies been combined during these periods. The Comparative Per
Share Financial Data Table for the year ended December 31, 2007 combines the historical income per share
data of Santander and its subsidiaries and Sovereign and its subsidiaries giving effect to the transaction as if
the transaction had become effective on January 1, 2007, using the purchase method of accounting. Upon
completion of the transaction, the operating results of Sovereign will be reflected in the consolidated financial
statements of Santander on a prospective basis.

Year Ended
December 31, 2007

Year Ended
December 31, 2007

Six-Months Ended
June 30, 2008

Six-Months Ended
June 30, 2008

(Under EU-IFRS*) (Under U.S. GAAP) (Under EU-IFRS*) (Under U.S. GAAP)

Santander — Historical
Historical per Santander share(1):

Basic earnings(2) . . . . . . . . . . . . . . . A 1.43 A 1.15 A 0.71 A 0.73

Diluted earnings(2) . . . . . . . . . . . . . A 1.41 A 1.14 A 0.71 A 0.73

Dividends per Santander share
(in U.S. dollars)(3) . . . . . . . . . . . . $ 0.96 $ 0.96 $ 0.21 $ 0.21

Book value(4) . . . . . . . . . . . . . . . . . A 0.50 A 0.50 A 0.50 A 0.50
Pro Forma Combined
Pro forma per combined company

share:

Basic earnings(5)(6). . . . . . . . . . . . . N/A A 0.95 N/A A 0.69

Diluted earnings(5)(6) . . . . . . . . . . . N/A A 0.94 N/A A 0.69

Dividends per share (in U.S.
dollars)(6)(7) . . . . . . . . . . . . . . . . N/A $ 0.91 N/A $ 0.19

Book value(4)(6) . . . . . . . . . . . . . . . N/A A 1.16 N/A A 1.19

Sovereign — Historical
Historical per share of Sovereign

common stock (in U.S. dollars):

Basic earnings/(losses) . . . . . . . . . . . N/A $ (2.85) N/A $ 0.42

Diluted earnings/(losses) . . . . . . . . . N/A $ (2.85) N/A $ 0.42

Cash dividends declared . . . . . . . . . . N/A $ 0.32 N/A $ —

Book value(4) . . . . . . . . . . . . . . . . . N/A $14.12 N/A $12.13
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Year Ended
December 31, 2007

Year Ended
December 31, 2007

Six-Months Ended
June 30, 2008

Six-Months Ended
June 30, 2008

(Under EU-IFRS*) (Under U.S. GAAP) (Under EU-IFRS*) (Under U.S. GAAP)

Pro Forma Sovereign Equivalents(8)
Pro forma per share of Sovereign

common stock share:

Basic earnings(5)(6)(7) . . . . . . . . . . N/A $ 0.42 N/A $ 0.34

Diluted earnings(5)(6)(7) . . . . . . . . . N/A $ 0.42 N/A $ 0.34

Dividends per share (in
U.S. dollars) . . . . . . . . . . . . . . . . N/A $ 0.29 N/A $ 0.06

Book value(4)(6)(7) . . . . . . . . . . . . . N/A $ 0.51 N/A $ 0.59

* EU-IFRS required to be applied under the Bank of Spain’s Circular 4/2004.

(1) A Santander share refers to one Santander ordinary share or one Santander ADS, which represents the
right to receive one Santander ordinary share.

(2) In the case of the information under the EU-IFRS required to be applied under the Bank of Spain’s Circu-
lar 4/2004 provided above, the terms “Basic Earnings” and “Diluted Earnings” refer to income from con-
tinuing operations attributed to the group.

(3) Dividends per Santander share are translated into U.S. dollars at an average exchange rate for each period,
calculated based on the average of the noon buying rates for the euro from the Federal Reserve Bank of
New York on the last date of each month during the relevant period.

(4) At the end of the reported period.

(5) In the case of the information provided above, the terms “Basic Earnings” and “Diluted Earnings” refer to
income from continuing operations of the combined company.

(6) Calculated on the basis of the pro forma weighted average number of shares outstanding over the period.

(7) Translated into U.S. dollars at an average exchange rate for each period, calculated based on the average
of the noon buying rates for the euro from the Federal Reserve Bank of New York on the last date of each
month during the relevant period ($1.3797=A1.00 as of December 31, 2007 and $1.54515=A1.00 as of
June 30, 2008).

(8) Sovereign equivalent pro forma combined share amounts are calculated by multiplying the pro forma com-
bined per share amounts by the exchange ratio of 0.3206.
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COMPARATIVE MARKET PRICE AND DIVIDEND INFORMATION

Share and Dividend Information

Santander

Santander ordinary shares are listed on the Spanish Stock Exchanges and quoted on the Automated
Quotation System under the ticker symbol “SAN.” They also are listed on the Buenos Aires, Lisbon, London,
Milan and Mexico stock exchanges. Santander ADSs are listed on the New York Stock Exchange under the
ticker symbol “STD.” Each Santander ADS represents the right to receive one Santander ordinary share held
by a depositary under the terms and conditions of the deposit agreement.

Fluctuations in the exchange rate between the euro and the U.S. dollar will affect the U.S. dollar
equivalent of the euro price of Santander ordinary shares on the Spanish Stock Exchanges and the price of
Santander ADSs on the New York Stock Exchange. Cash dividends are paid by Santander in euros, and
exchange rate fluctuations between the euro and the U.S. dollar will affect the U.S. dollar amounts received by
holders of Santander ADSs.

The following table shows, for the periods indicated, the high and low closing prices per Santander
ordinary share and Santander ADS. Santander ordinary share prices are as reported on the Automated
Quotation System and Santander ADS prices are as reported on the New York Stock Exchange.

High Low High Low
Ordinary Shares ADSs

Santander

(Euros) (U.S. dollars)

Fiscal year ended December 31, 2008
First Quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14.59 11.17 21.54 16.52

Second Quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14.22 11.67 22.24 18.19

Third Quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12.48 9.95 19.25 13.91

Fourth Quarter (through December 18, 2008) . . . . . . . . . . . . . . 11.69 5.11 16.44 6.06
Last six months

June . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13.09 11.67 20.39 18.19

July . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12.48 10.96 19.25 17.22

August . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12.46 11.27 19.25 16.56

September . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.91 9.95 17.26 13.91

October. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.69 6.70 16.44 8.53

November . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.65 5.11 11.32 6.06

December (through December 18, 2008) . . . . . . . . . . . . . . . . . 6.83 6.00 9.73 7.48
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The following table sets forth the interim, final and total dividends per Santander ordinary share paid by
Santander with respect to the fiscal years ended December 31, 2006 and December 31, 2007, adjusted to
reflect all stock splits. Santander has historically paid annual dividends to its shareholders. Interim dividends
are normally declared and paid by the Santander board of directors on account of earnings and the total
dividend is proposed by the Santander board of directors for approval at the annual shareholders’ meeting
following the end of the year to which it relates. The fourth interim dividend is normally announced and paid
before the annual financial statements are approved by the shareholders at the annual shareholders’ meeting
and, if the proposal to be submitted to the general shareholders meeting regarding the total dividend for the
fiscal year is approved, is also the final dividend.

Year
First

Interim
Second
Interim

Third
Interim

Fourth
Interim/

Final Total

Per Santander Share (euros)

2006 . . . . . . . . . . . . . . . . . . . . . . . . . 0.106904 0.106904 0.106904 0.199913 0.520625

2007 . . . . . . . . . . . . . . . . . . . . . . . . . 0.12294 0.12294 0.12294 0.281961 0.650781

2008 (through second interim
dividend) . . . . . . . . . . . . . . . . . . . . 0.135234 0.135234

As of December 18, 2008, the most recent date for which it was practicable to obtain this information,
there were approximately 1,083,053 registered holders of Santander ordinary shares.

As of December 18, 2008, the most recent date for which it was practicable to obtain this information,
there were approximately 1,919 registered holders of Santander ADSs and approximately 182,796 beneficial
owners of Santander ADSs.

Sovereign

Sovereign common stock is listed on the New York Stock Exchange under the symbol “SOV.” The
following table shows, for the periods indicated, the high and low closing sales prices per share of Sovereign
common stock. Sovereign common stock prices are as reported on the New York Stock Exchange.

High Low

Sovereign
Common Stock

(U.S. dollars)

Fiscal Year ended December 31, 2008
First Quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13.26 9.07

Second Quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.10 6.48

Third Quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.72 2.20

Fourth Quarter (through December 18, 2008) . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.84 1.63

Last six months
June . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.54 7.19

July . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.00 5.64

August . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.72 7.76

September . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.23 2.20

October . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.50 2.02

November . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.06 1.63

December (through December 18, 2008) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.06 2.11
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The following table sets forth the dividends per share of Sovereign common stock by quarter for the years
ended December 31, 2006 and December 31, 2007.

Year
First

Quarter
Second
Quarter

Third
Quarter

Fourth
Quarter Total

Per Share of Sovereign Common Stock (U.S. Dollars)

2006. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.060 0.080 0.080 0.080 0.30

2007. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.080 0.080 0.080 0.080 0.32

2008 (through third quarter) . . . . . . . . . . . . . . . . . . 0 0 0

As of December 18, 2008, the most recent date for which it was practicable to obtain this information,
there were approximately 22,036 shareholders of record of Sovereign common stock.

Market Information

The following table represents the closing sales prices of Santander ordinary shares (in euros and
translated into U.S. dollars), Santander ADSs and Sovereign common stock on October 10, 2008, the last
trading day before the public announcement of the proposed transaction, on October 13, 2008, the day of the
public announcement of the proposed transaction and on December 18, 2008, the last practicable date prior to
the date of this document. The table also presents the equivalent value of the transaction consideration per
share of Sovereign common stock on those dates, calculated by multiplying the closing price of Santander
ordinary shares and Santander ADSs on those dates by the exchange ratio of 0.3206, representing the number
of Santander ordinary shares or Santander ADSs that Sovereign shareholders would receive in the transaction
for each share of Sovereign common stock.

Date (Euros)
Exchange
Rate ($/ E) (U.S. Dollars)

Santander
ADSs Sovereign

Santander
Ordinary

Shares
Santander

ADSs

Santander Ordinary Shares

Equivalent per Share
Value of Sovereign

Common Stock
Exchanged for:

October 10, 2008 . . . . . . . . . . . . . . . . A 9.07 1.3471 $12.2181 $13.03 $3.81 $3.9171 $4.1774

October 13, 2008 . . . . . . . . . . . . . . . . A10.19 1.3471 $13.7269 $14.50 $3.68 $4.4008 $4.6487

December 18, 2008 . . . . . . . . . . . . . . . A 6.73 1.4302 $ 9.6252 $ 9.32 $2.84 $3.0859 $ 2.99

You are urged to obtain current market quotations prior to making any decision with respect to this
transaction. The market price of Santander ordinary shares, Santander ADSs and Sovereign common stock
will fluctuate between the date of this document and the completion of the transaction. No assurance can be
given concerning the market price of Santander ordinary shares, Santander ADSs or Sovereign common stock
before or after the effective date of the transaction.

Following this transaction, Santander ADSs will continue to be traded on the New York Stock Exchange
under the ticker symbol “STD” and Santander ordinary shares will continue to be traded on the Automated
Quotation System under the ticker symbol “SAN.”
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EXCHANGE RATES

The following tables show, for the periods indicated, information concerning the exchange rate between
the U.S. dollar and the euro. This information is provided solely for your information and Santander and
Sovereign do not represent that euros could be converted into U.S. dollars at these rates or at any other rate.
These rates are not the rates used by Santander in the preparation of its consolidated financial statements
incorporated by reference into this document.

The data provided in the following table are expressed in U.S. dollars per euro and are based on the noon
buying rate. The term “noon buying rate” refers to the rate of exchange for the euro, expressed in U.S. dollars
per euro, in the City of New York for cable transfers payable in foreign currencies as certified by the Federal
Reserve Bank of New York for customs purposes.

On October 10, 2008, the last trading day before the public disclosure of the transaction, the exchange
rate between the U.S. dollar and the euro expressed in U.S. dollars per euro was $1.35= A1.00. On October 13,
2008, the day of the public disclosure of the transaction, the exchange rate between the U.S. dollar and the
euro expressed in U.S. dollars per euro was $1.36= A1.00. On December 18, 2008, the most recent practicable
day prior to the date of this document, the exchange rate was $1.4302 = A1.00.

Annual Data (Year Ended December 31,)
Period End

($)
Average Rate

($)(1)

2003 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.2597 1.1411

2004 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.3538 1.2478

2005 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.1842 1.2449

2006 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.3197 1.2661

2007 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.4603 1.3797

Interim Data (Nine Months Ended September 30,)
Period End

($)
Average Rate

($)(1)

2008 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.4081 1.5228

(1) The average rates for the interim and annual periods were calculated by taking the simple average of the
noon buying rates for the euro on the last day of each month during the relevant period.

Recent Monthly Data
High
($)

Low
($)

June 2008 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.5749 1.5368

July 2008 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.5923 1.5559

August 2008. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.5569 1.4660

September 2008 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.4737 1.3939

October 2008 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.4058 1.2446

November 2008 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.3039 1.2525

December 2008 (through December 18, 2008) . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.4358 1.2634
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This document contains or incorporates by reference a number of forward-looking statements, including
statements about the financial conditions, results of operations, earnings outlook and prospects of Santander,
Sovereign and the combined company and may include statements for the period following the completion of
the transaction. Forward-looking statements are typically identified by words such as “plan,” “believe,”
“expect,” “anticipate,” “intend,” “outlook,” “estimate,” “forecast,” “project” and other similar words and
expressions.

The forward-looking statements are based on management’s current expectations and are inherently
subject to uncertainties and changes in circumstance. Among the factors that could cause actual results to
differ materially from those described in the forward looking statements are factors relating to satisfaction of
the conditions in the transaction agreement, Santander’s ability to successfully combine the businesses of
Santander and Sovereign and to realize expected synergies from the combination, and changes in global,
political, economic, business, competitive, market and regulatory forces, as well as those factors set forth
below under “Risk Factors” and those discussed and identified in public filings made with the SEC by
Santander or Sovereign.

Because these forward-looking statements are subject to assumptions and uncertainties, actual results may
differ materially from those expressed or implied by these forward-looking statements. You are cautioned not
to place undue reliance on these statements, which speak only as of the date of this document or the date of
any document incorporated by reference in this document.

All subsequent written and oral forward-looking statements concerning the transaction or other matters
addressed in this document and attributable to Santander or Sovereign or any person acting on their behalf are
expressly qualified in their entirety by the cautionary statements contained or referred to in this document.
Except to the extent required by applicable law or regulation, Santander and Sovereign undertake no obligation
to update these forward-looking statements to reflect events or circumstances after the date of this document
or to reflect the occurrence of unanticipated events.

28



RISK FACTORS

In addition to general investment risks and the other information contained in or incorporated by
reference into this document, including the matters under the caption “Cautionary Statement Regarding
Forward-Looking Statements” and the matters discussed under the caption “Risk Factors” included in the
Annual Report on Form 20-F, as amended, filed by Santander for the year ended December 31, 2007 and in
the Annual Report on Form 10-K filed by Sovereign for the year ended December 31, 2007 in both cases as
updated by subsequently furnished or filed Forms 6-K, 8-K, 20-F, 10-Q and 10-K, as applicable, you should
carefully consider the following factors in deciding whether to vote for the approval and adoption of the
transaction agreement.

Risks Relating to Santander’s Operations

Risks Relating to the Current Financial Crisis

Santander is vulnerable to the current disruptions and volatility in the global financial markets as well as
to government action intended to alleviate the effects of the current financial crisis.

Since August 2007, the global financial system has experienced difficult credit and liquidity conditions
and disruptions leading to less liquidity, greater volatility, general widening of spreads and, in some cases,
lack of price transparency on interbank lending rates. In September 2008, global financial markets deteriorated
sharply following the bankruptcy filing by Lehman Brothers Holdings Inc. In the days that followed, it became
apparent that a number of other major financial institutions, including some of the largest global commercial
banks, investment banks, mortgage lenders, mortgage guarantors and insurance companies, were experiencing
significant difficulties.

In recent weeks, there have been runs on deposits at several financial institutions and numerous
institutions have sought additional capital. Central banks around the world have coordinated efforts to increase
liquidity in the financial markets by taking measures such as increasing the amounts they lend directly to
financial institutions, lowering interest rates and significantly increasing temporary reciprocal currency
arrangements (or “swap lines”).

In an attempt to prevent the failure of the financial system, the United States and European governments
have intervened on an unprecedented scale. In the United States, the federal government has taken non-voting
equity stakes in several financial institutions (excluding Sovereign), in the form of non-voting equity stakes,
has announced a program to guarantee the short-term and certain medium-term debt of financial institutions,
has increased consumer deposit guarantees, and has brokered the acquisitions of certain struggling financial
institutions, among other measures. In the United Kingdom, the government has effectively nationalized some
of the country’s largest banks, has announced a preferred equity program open to all financial institutions and
has announced a program to guarantee short-term and certain medium-term debt of financial institutions,
among other measures. In Spain, the government has increased consumer deposit guarantees, has announced a
program to guarantee the debt of certain financial institutions, has proposed a program of direct lending to
certain financial institutions against collateral and has announced plans to purchase assets from financial
institutions. There is no assurance that these measures will successfully alleviate the current financial crisis. In
addition, some of these measures could lead to increased government ownership and control over financial
institutions and further consolidation in the financial industry, all of which could adversely affect Santander’s
business, financial condition and results of operations. Furthermore, any material government equity invest-
ment in Santander could have a significant dilutive effect on the value of Santander ordinary shares.

Despite the extent of the aforementioned intervention, global investor confidence remains low and credit
remains relatively scarce. In addition, the world’s largest developed economies, including the United States
and United Kingdom, are widely considered to be in the midst of, or about to enter, economic recessions.
Continued or worsening disruption and volatility in the global financial markets could have a material adverse
effect on Santander’s ability to access capital and liquidity on financial terms acceptable to it, if at all. If
capital markets financing ceases to become available, or becomes excessively expensive, Santander may be
forced to raise the rates it pays on deposits to attract more customers. Any such increase in capital markets
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funding costs or deposit rates would entail a repricing of loans, which would result in a reduction of volumes,
and may also have an adverse effect on Santander’s interest margins. An economic downturn, especially in
Spain, the United Kingdom, the United States and certain Latin American countries, could also result in a
general reduction in business activity and a consequent loss of income for Santander.

The financial problems faced by Santander’s customers could adversely affect Santander.

Market turmoil and economic recession, especially in Spain, the United Kingdom, the United States and
certain Latin American countries, could materially adversely affect the liquidity, businesses and/or financial
conditions of Santander’s borrowers, which could in turn further increase Santander’s non-performing loan
ratios, impair Santander’s loan and other financial assets and result in decreased demand for borrowings in
general. In a context of continued market turmoil, economic recession and increasing unemployment coupled
with declining consumer spending, the value of assets collateralizing Santander’s secured loans, including
homes and other real estate, could decline significantly, which could result in impairment of the value of
Santander’s loan assets. Moreover, in the quarter ended September 30, 2008, Santander already began to
experience an increase in its non-performing ratios, a deterioration in asset quality and a slowdown in business
volumes. In addition, Santander’s customers may further significantly decrease their risk tolerance to non-
deposit investments such as stocks, bonds and mutual funds, which would adversely affect its fee and
commission income. Any of the conditions described above could have a material adverse effect on
Santander’s business, financial condition and results of operations.

Santander is exposed to the risk of counterparty default.

Santander routinely transacts with counterparties in the financial services industry, including brokers and
dealers, commercial banks, investment banks, mutual and hedge funds, and other institutional clients. Defaults
by, and even rumors or questions about the solvency of, certain financial institutions and the financial services
industry generally have led to market-wide liquidity problems and could lead to losses or defaults by other
institutions. These liquidity concerns have had, and may continue to have, a chilling effect on inter-
institutional financial transactions in general. Many of the routine transactions Santander enters into expose
Santander to significant credit risk in the event of default by one of Santander’s significant counterparties.
Despite the risk control measures Santander has in place, a default by a significant financial counterparty, or
liquidity problems in the financial services industry in general, could have a material adverse effect on
Santander’s business, financial condition and results of operations.

Increased regulation of the financial services industry could increase Santander’s costs and result in
lower profits.

As a result of the current financial crisis and ensuing government intervention, it is widely anticipated
that there will be a substantial increase in government regulation of the financial services industry, including
the imposition of higher capital requirements, heightened disclosure standards and restrictions on certain types
of transaction structures. In addition, novel proposals for new regulatory initiatives, such as mandating the
renegotiation of residential mortgages for defaulting borrowers in the United States, abound in the current
environment. If enacted, new regulations could require Santander to inject further capital into Santander’s
business as well as in businesses Santander acquires, restrict the type or volume of transactions Santander
enters into, or set limits on or require the modification of rates or fees that Santander charges on certain loan
or other products, any of which could lower the return on Santander’s investments, assets and equity. Santander
may also face increased compliance costs and limitations on its ability to pursue certain business
opportunities.

Santander’s exposure to Spanish and U.K. real estate markets makes it more vulnerable to adverse
developments in these markets.

As mortgage loans are one of Santander principal assets, comprising 51% of its loan portfolio as of
September 30, 2008, Santander is currently highly exposed to developments in real estate markets, especially
in Spain and the United Kingdom. In addition, Santander currently has exposure to certain real estate

30



developers in Spain. From 2002 to 2007, demand for housing and mortgage financing in Spain increased
significantly driven by, among other things, economic growth, declining unemployment rates, demographic
and social trends, the desirability of Spain as a vacation destination and historically low interest rates in the
Eurozone. The United Kingdom experienced a similar increase in housing and mortgage demand, driven by,
among other things, economic growth, declining unemployment rates, demographic trends and the increasing
prominence of London as an international financial center. During late 2007, the housing market began to
adjust in Spain and the United Kingdom as a result of excess supply (particularly in Spain) and higher interest
rates. In 2008, as economic growth came to a halt in Spain and the economy began to contract in the
United Kingdom, retail interest rates continued to increase, housing oversupply persisted, unemployment
continued to increase and demand continued to decrease in both countries, home prices have begun declining
while mortgage delinquencies have increased. As a result, Santander’s non-performing loan ratio increased
from 0.86% at December 31, 2006 to 1.06% at December 31, 2007 to 1.78% at September 30, 2008. These
trends, especially higher interest and unemployment rates coupled with declining real estate prices, could have
a significant adverse impact on Santander’s mortgage payment delinquency rates, which in turn could have a
material adverse effect on Santander’s business, financial condition and results of operations.

Risks Relating to Santander’s Recent Acquisitions

Santander may incur unanticipated losses related to its recent acquisitions.

Santander has recently acquired or has agreed to acquire certain financial institutions, including Alliance &
Leicester plc. Santander has also recently acquired the retail deposits, branch network and related employees
of Bradford & Bingley plc. Santander’s assessment of these acquisitions, especially Alliance and Leicester and
Bradford & Bingley plc, is based on limited and potentially inexact information and on assumptions with
respect to operations, profitability, asset quality and other matters that may prove to be incorrect. The
aforementioned financial institutions have been adversely affected by the current financial crisis and in some
cases, principally Alliance & Leicester, have material portfolios of securities that have suffered losses and
could decline meaningfully in value. There can be no assurances that these institutions will not incur
substantial further losses or that Santander will not be exposed to currently unknown liabilities resulting from
these acquisitions. Any such losses or liabilities could have a material adverse effect on Santander’s business,
financial condition and results of operations.

Santander may fail to realize the anticipated benefits of its recent acquisitions.

The success of Santander’s recent acquisitions will depend, in part, on Santander’s ability to realize the
anticipated benefits from combining Santander’s business with the businesses of Alliance & Leicester plc and
Bradford & Bingley plc. It is possible that the integration process could take longer or be more costly than
anticipated or could result in the loss of key employees, the disruption of each company’s ongoing businesses
or inconsistencies in standards, controls, procedures and policies that adversely affect the ability of each
company to maintain relationships with clients, customers or employees. In addition, these businesses are
currently run by management and employees who have not previously been exposed to Santander’s business
culture or philosophy. Santander’s efforts to integrate these companies are also likely to divert management
attention and resources. If Santander takes longer than anticipated or is not able to integrate the aforemen-
tioned businesses, the anticipated benefits of Santander’s recent acquisitions may not be realized fully or at all,
or may take longer to realize than expected.

Risks Relating to Santander’s Credit Rating

Any reduction in Santander’s credit rating could increase its cost of funding and adversely affect its
interest margins.

Credit ratings affect the cost and other terms upon which Santander is able to obtain funding. Rating
agencies regularly evaluate Santander and their ratings of Santander’s long-term debt are based on a number of
factors, including Santander’s financial strength as well as conditions affecting the financial services industry
generally. While Santander’s long-term debt is currently rated investment grade by the major rating agencies,
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following Santander’s announcement of the transaction described herein, Fitch Ratings Ltd. lowered
Santander’s outlook to negative until all the necessary approvals relating to this acquisition have been received
and they can better assess the scope of the risks of integration. In light of the difficulties in the financial
services industry and the financial markets, there can be no assurance that the rating agencies will maintain
Santander’s current ratings or outlooks. Santander’s failure to maintain those ratings and outlooks could
increase the cost of Santander’s funding and adversely affect Santander’s interest margins.

Risks Relating to the Transaction

Because the Market Price of Santander Shares Will Fluctuate, Sovereign Common Shareholders Cannot
Be Sure of the Value of the Consideration They Will Receive.

As a result of the transaction, Santander shall automatically become the holder and owner of 100% of the
outstanding shares of Sovereign Virginia common stock and each share of Sovereign Virginia common stock
shall be exchanged for the right to receive consideration consisting of 0.3206 Santander ADSs. The value of
Santander shares may vary significantly from the closing price of Santander shares on the date the transaction
was announced, on the date that this document was mailed to Sovereign common shareholders and on the date
of the special meeting of Sovereign shareholders. Any change in the market price of Santander shares, prior to
completion of the transaction will affect the market value of the consideration that Sovereign common
shareholders will receive upon completion of the transaction. Unless Sovereign common shareholders elect to
receive Santander ordinary shares in exchange for their Sovereign common shares, which would be exchanged
at the same ratio as Santander ADSs (and Santander does not invalidate this election), any change in the
U.S. dollar/euro exchange rate prior to completion of the transaction will affect the market value of the
consideration that Sovereign common shareholders will receive upon completion of the transaction. There will
be no adjustment to the exchange ratio for changes in the market price of Santander shares or Sovereign
common stock. Neither company is permitted to terminate the transaction agreement or resolicit the vote of
either company’s shareholders solely because of changes in the market prices of either company’s stock. The
market value of Santander shares to be received in the transaction, and the U.S. dollar/euro exchange rate will
also continue to fluctuate following completion of the transaction. Stock price changes may result from a
variety of factors, including general market and economic conditions, changes in Santander’s and Sovereign’s
respective businesses, operations and prospects, and regulatory considerations. Many of these factors are
beyond their control. You should obtain current market quotations for shares of Santander ordinary shares (and
the U.S. dollar/euro exchange rate) and Santander ADSs and for shares of Sovereign common stock.

You Will Need to Consider the U.S. Federal Income Tax Consequences of the Transaction and of Holding
Santander ADSs.

The transaction will be a taxable event to U.S. holders (as defined in the discussion under the heading
“Material U.S. Federal Income Tax Considerations”) of Sovereign common stock. In general, a U.S. holder
whose shares of Sovereign common stock are exchanged for Santander ADSs in the transaction will recognize
capital gain or loss for U.S. federal income tax purposes in an amount equal to the difference, if any, between
the fair market value of the Santander ADSs (including the fair market value of the fractional Santander
ADSs) on the date of the exchange received with respect to such Sovereign common stock and the
U.S. holder’s adjusted tax basis in such Sovereign common stock.

A U.S. holder will have a tax basis in the Santander ADSs received equal to their fair market value on
the date of the exchange, and the U.S. holder’s holding period with respect to such Santander ADSs will begin
on the day after the date of the exchange. It is expected that distributions generally will be reported to
U.S. holders as dividends and will be in an amount equal to the U.S. dollar value of the euros received. Gain
or loss realized by a U.S. holder on the sale or exchange of Santander ADSs will generally be subject to
U.S. federal income tax as capital gain or loss.

The tax consequences of the transaction are discussed in more detail below under “Material U.S. Federal
Income Tax Considerations of the Transaction.”
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You Will Need to Consider the Spanish Tax Consequences of Holding Santander Shares.

If you receive Santander shares as a result of the transaction, you will be subject to certain Spanish tax
consequences related to holding such Santander shares, including the treatment of dividends paid with respect
to such Santander shares and of the proceeds of a sale or disposition of such Santander shares. In particular,
on any dividend payment date, U.S. residents will be subject to a Spanish withholding tax of 18% on any
dividends paid by Santander; however, the Spanish withholding tax rate may be reduced to 15% on the
conditions and pursuant to the tax treaty between the United States and the Kingdom of Spain and according
to the procedure set forth by Spanish legislation.

The Spanish tax consequences of the acquisition, ownership and disposition of Santander shares by
U.S. residents are discussed in more detail below under “Spanish Tax Considerations.”

The Market Price of Santander Shares After the Transaction May Be Affected by Factors Different from
Those Affecting the Shares of Santander or Sovereign at This Time.

The businesses of Santander and Sovereign differ in some respects, and, accordingly, the results of
operations of the combined company following consummation of the transaction and the market price of
Santander shares following the transaction may be affected by factors different from those currently affecting
the independent results of operations of each of Santander or Sovereign. For a discussion of the businesses of
Santander and Sovereign and of certain factors to consider in connection with those businesses, see the
documents incorporated by reference in this document and referred to under “Where You Can Find More
Information” on page 122.

Shareholders in the United States May Decide to Sell Sovereign Common Stock and Santander Shares,
Which Could Cause a Decline in Their Market Prices.

Some U.S. holders of Sovereign common stock may be disinclined to own shares of a company that has
its primary listing outside the United States. This could result in the sale of shares of Sovereign common stock
prior to the completion of the transaction or the sale of Santander shares received in the transaction. In
addition, the market price of Sovereign common stock, Santander ordinary shares and Santander ADSs may be
adversely affected by arbitrage activities occurring prior to the completion of the transaction. These sales, or
the prospects of such sales in the future, could adversely affect the market price for, and the ability to sell in
the market, shares of Sovereign common stock before the transaction is completed and Santander shares before
and after the transaction is completed.

Santander Is a Foreign Private Issuer Under the Rules and Regulations of the SEC and, Thus, Is Exempt
from a Number of Rules Under the Exchange Act and Is Permitted To File Less Information with the
SEC Than a Company Incorporated in the United States.

As a foreign private issuer under the Securities Exchange Act of 1934, as amended, referred to as the
Exchange Act, Santander is exempt from certain rules under the Exchange Act, including the proxy rules,
which impose certain disclosure and procedural requirements for proxy solicitations. Moreover, Santander is
not required to file periodic reports and financial statements with the SEC as frequently or as promptly as
U.S. companies with securities registered under the Exchange Act; it is not required to file financial statements
prepared in accordance with U.S. GAAP (although it is required to reconcile its financial statements to
U.S. GAAP); and it is not required to comply with Regulation FD, which imposes certain restrictions on the
selective disclosure of material information. In addition, Santander’s officers, directors and principal
shareholders are exempt from the reporting and short-swing profit recovery provisions of Section 16 of the
Exchange Act and the rules under the Exchange Act with respect to their purchases and sales of Santander
ordinary shares. Accordingly, after the transaction, if you continue to hold Santander shares, you may receive
less information about the combined company than you currently receive about Sovereign, and be afforded
less protection under the U.S. federal securities laws than you are currently afforded. If the combined company
loses its status as a foreign private issuer at some future time, it will no longer be exempt from such rules and,
among other things, will be required to file periodic reports and financial statements as if it were a company
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incorporated in the United States. The costs incurred in fulfilling these additional regulatory requirements
could be substantial.

The Combined Company May Fail to Realize All of the Anticipated Benefits of the Transaction.

The success of the transaction will depend, in part, on Santander’s ability to realize the anticipated
benefits from combining the businesses of Santander and Sovereign. However, to realize these anticipated
benefits, Santander and Sovereign must successfully combine their businesses, which are currently principally
conducted in different countries by management and employees coming from different cultural backgrounds. If
Santander and Sovereign take longer to, or are not able to achieve these objectives, the anticipated benefits of
the transaction may not be realized fully or at all or may take longer to realize than expected.

Santander and Sovereign have operated and, until the completion of the transaction, will continue to
operate, independently. It is possible that the integration process could take longer or be more costly than
anticipated or could result in the loss of key employees, the disruption of each company’s ongoing businesses
or inconsistencies in standards, controls, procedures and policies that adversely affect the ability of Santander
and Sovereign to maintain relationships with clients, customers, depositors and employees or to achieve the
anticipated benefits of the transaction. Integration efforts between the two companies will also divert
management attention and resources. These integration matters could have an adverse effect on each of
Sovereign and Santander during the transition period and on the combined company following completion of
the transaction.

The Fairness Opinion Obtained by Sovereign from Its Financial Advisor Will Not Be Updated to Reflect
Changes in Circumstances Between the Signing of the Transaction Agreement and the Consummation of
the Transaction.

Sovereign has not obtained an updated opinion as of the date of this document from Barclays, Sovereign’s
financial advisor. Changes in the operations and prospects of Santander or Sovereign, general market and
economic conditions and other factors which may be beyond the control of Santander and Sovereign, and on
which the fairness opinion was based, may alter the value of Santander or Sovereign or the prices of Santander
shares or Sovereign common stock by the time the transaction is completed. The opinion does not speak as of
the time the transaction will be completed or as of any date other than the date of such opinion and Sovereign
currently does not anticipate asking its financial advisor to update the opinion. For a description of the opinion
that Sovereign received from its financial advisor, please refer to “The Transaction — Opinion of Barclays,
Financial Advisor to Sovereign.” For a description of the other factors considered by the Sovereign board of
directors in determining to approve the transaction, please refer to “The Transaction — Sovereign’s Reasons
for the Transaction; Recommendation of the Sovereign Board of Directors.”

The Transaction Agreement Limits Sovereign’s Ability to Pursue Alternatives to the Transaction.

The transaction agreement contains non-solicitation provisions that, subject to limited exceptions, limit
Sovereign’s ability to discuss, facilitate or commit to competing third-party proposals to acquire all or a
significant part of Sovereign. Further, there are only limited exceptions to Sovereign’s agreement that the
Sovereign board of directors will not withdraw or modify in a manner adverse to Santander its recommenda-
tion to Sovereign shareholders that they vote in favor of the transaction, or recommend any other proposal.
Sovereign’s board of directors may, in some situations, following receipt of a competing proposal, make an
adverse recommendation change, but only after notifying Santander of its intention to do so and, in the case of
an adverse recommendation change proposed to be made in response to the receipt of a competing proposal, if
Santander does not propose modifications to the transaction agreement or otherwise provide information to
Sovereign that in the aggregate result in the transactions contemplated thereunder being at least as favorable to
the shareholders of Sovereign (other than Santander) as such competing proposal. Also, in some situations
where a competing proposal has been made known to Sovereign or its shareholders and the transaction
agreement is subsequently terminated for a variety of reasons (including, among other reasons, Sovereign’s
board of directors has changed its recommendation), Sovereign will be required to pay the termination fee to
Santander. See “The Transaction Agreement — No Solicitation of Alternative Transactions” and “The
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Transaction Agreement — Termination of the Transaction Agreement.” Santander required Sovereign to agree
to these provisions as a condition to Santander’s willingness to enter into the transaction agreement. However,
these provisions might discourage a potential competing acquiror that might have an interest in acquiring all
or a significant part of Sovereign from considering or proposing that acquisition, even if it were prepared to
pay consideration with a higher per share market price than that proposed in the transaction, or it might result
in a potential competing acquiror proposing to pay a lower per share price to acquire Sovereign than it might
otherwise have proposed to pay.

Sovereign Executive Officers and Directors Have Financial Interests in the Transaction That Are
Different from, or in Addition to, Your Interests.

Executive officers of Santander and Sovereign negotiated the terms of the transaction agreement, and the
Sovereign board of directors approved, and recommended that Sovereign shareholders vote to approve and
adopt, the transaction agreement. In considering these facts and the other information contained in this
document, you should be aware that Sovereign’s executive officers and directors have financial interests in the
transaction that are different from, or in addition to, the interests of Sovereign’s shareholders. Please see “The
Transaction — Interests of Sovereign’s Executive Officers and Directors in the Transaction” for information
about these financial interests.

The Transaction Is Subject to the Receipt of Consents and Approvals from Government Entities That
May Impose Conditions that Could Have an Adverse Effect on Santander.

Before the transaction may be completed, various approvals or consents must be obtained from the
Federal Reserve Board, FINRA, the Bank of Spain, and various regulatory authorities in the United States and
Spain. These governmental entities may impose conditions on the completion of the transaction or require
changes to the terms of the transaction. While Santander and Sovereign do not currently expect that any such
conditions or changes would be imposed, there can be no assurance that they will not be, and such conditions
or changes could have the effect of delaying completion of the transaction or imposing additional costs on or
limiting the revenues of Santander following the transaction, any of which might have a material adverse
effect on Santander following the transaction. The Federal Reserve Board approved the transaction on
December 10, 2008. Other regulatory approvals or clearances that must be obtained include approvals or
clearances from the Bank of Spain and certain securities authorities in the United States. Santander is not
obligated to complete the transaction if the regulatory approvals or clearances received in connection with the
completion of the transaction include any conditions or restrictions that would reasonably be expected to have
a material adverse effect on Sovereign or Santander, measured on a scale relative to Sovereign, but Santander
could choose to proceed with the transaction.

Any Delay in Completing the Transaction May Significantly Reduce the Benefits Expected to be Obtained
from the Transaction.

In addition to the required consents and approvals from government entities, the transaction is subject to
a number of other conditions beyond the control of Santander and Sovereign that may prevent, delay or
otherwise materially adversely affect its completion. See “The Transaction Agreement — Conditions to
Complete the Transaction.” Santander and Sovereign cannot predict whether and when these other conditions
will be satisfied. Any delay in completing the transaction may significantly reduce the anticipated benefits that
Santander and Sovereign expect to achieve if they successfully complete the transaction within the expected
time frame and integrate their respective businesses.
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THE SPECIAL MEETING OF SOVEREIGN SHAREHOLDERS

General

This document is being furnished to Sovereign common shareholders in connection with the solicitation
of proxies by the Sovereign board of directors to be used at the special meeting of shareholders to be held on
January 28, 2009 at 10:00 a.m. (New York City time) at Steiner Studios, 15 Washington Avenue, Brooklyn
Navy Yard, Brooklyn, NY, 11205, and at any adjournment of that meeting. This document and the enclosed
form of proxy are being sent to Sovereign common shareholders on or about December 22, 2008. This
document is also being furnished to holders of shares of Series C preferred stock of Sovereign, who do not
have a vote on the transaction, but who may exercise dissenters’ rights under Pennsylvania law.

Purpose of the Special Meeting

The special meeting is being held so that Sovereign common shareholders may (i) consider and vote upon
a proposal to adopt the transaction agreement, (ii) if necessary, vote upon an adjournment of the special
meeting to solicit additional proxies and (iii) to transact any other business that properly comes before the
special meeting or any adjournment of the special meeting. The vote to approve the transaction agreement will
include approval of the reincorporation merger of Sovereign Bancorp, Inc. into Sovereign Virginia pursuant to
those provisions of the transaction agreement that constitute the plan of merger with respect to the
reincorporation merger.

Record Date and Voting

The Sovereign board of directors has fixed the close of business on December 19, 2008, as the record
date for determining the holders of shares of Sovereign common stock entitled to receive notice of and to vote
at the special meeting. Only holders of record of shares of Sovereign common stock at the close of business
on that date will be entitled to vote at the special meeting and at any adjournment of that meeting. As of
December 18, 2008, the most recent date for which it was practicable to obtain this information, there were
approximately 22,036 Shareholders of record of Sovereign common stock.

Each holder of shares of Sovereign common stock outstanding on the record date will be entitled to one
vote for each share held of record upon each matter properly submitted at the special meeting and at any
adjournment of that special meeting.

In accordance with Sovereign’s amended bylaws, shareholders entitled to cast at least a majority of the
votes which all shareholders are entitled to cast must be present in person or by proxy in order to hold the
special meeting and conduct business. This is called a quorum. Shares of Sovereign common stock are counted
as present at the special meeting if the holder of such shares (i) is present and votes in person at the special
meeting or (ii) has properly submitted a proxy card by mail, telephone or Internet. Abstentions and broker
“non-votes” will be counted as present for purposes of determining a quorum.

If you are a common shareholder of record as of the record date, you can give a proxy to be voted at the
special meeting in any of the following ways:

• over the telephone or electronically, using the Internet, by following the instructions on the proxy
card; or

• by completing, signing and mailing the proxy card.

The telephone and Internet voting procedures have been set up for your convenience. We encourage you
to save corporate expense by submitting your vote by telephone or on the Internet. The procedures have been
designed to authenticate your identity, to allow you to give voting instructions, and to confirm that those
instructions have been recorded properly. If you are a shareholder of record and you would like to submit your
proxy by telephone or on the Internet, please refer to the specific instructions provided on the proxy card. If
you wish to submit your proxy by mail, please return your signed proxy card to us before the special meeting.
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If you hold your shares in “street name,” you must direct your broker, bank or other nominee to vote
your shares in the manner prescribed by your broker or other nominee. Your broker, bank or other nominee
has enclosed or otherwise provided a voting instruction card for you to use in directing the broker or nominee
how to vote your shares, and telephone and Internet voting is also encouraged for shareholders who hold their
shares in street name.

Vote Required

Approval of the transaction agreement requires the affirmative vote of a majority of the votes cast. Shares
as to which the “abstain” box is selected on a proxy card will be counted as present for purposes of
determining whether a quorum is present.

Accordingly, assuming the presence of a quorum, the failure to submit a proxy card or vote in person at
the special meeting, abstentions from voting, and broker “non-votes” will not have an effect on the proposal to
approve and adopt the transaction agreement.

As of the record date, Sovereign directors and executive officers and their affiliates owned and were
entitled to vote approximately 222,990,211 shares of Sovereign common stock, representing approximately
33.59% of the outstanding shares of Sovereign common stock. Sovereign’s directors and executive officers are
currently expected to vote their shares “FOR” approval of the transaction agreement. Each of Sovereign’s
directors that are not affiliates of Santander have entered into a voting agreement with Santander pursuant to
which they have agreed to vote in favor of the transaction.

In addition, certain affiliates of Relational Investors, LLC and Ralph Whitworth, who is a director of
Sovereign, have entered into a voting agreement with Santander pursuant to which Relational and its affiliates
will vote all of these shares “FOR” the proposal to approve and adopt the transaction agreement. As of the
record date, such persons hold 52,811,143 shares of Sovereign common stock in the aggregate, representing
7.95% of the outstanding shares of Sovereign common stock.

As of the record date, Banco Santander, S.A. owned and was entitled to vote approximately
165,919,150 shares of Sovereign common stock, representing approximately 24.99% of the outstanding shares
of Sovereign common stock. Under the terms of the transaction agreement, Santander will vote all of these
shares “FOR” the proposal to approve and adopt the transaction agreement.

If a quorum is present, any proposal to adjourn the meeting, if necessary, for the purpose of
soliciting additional proxies may be approved by the affirmative vote of a majority of the votes cast. If a
quorum is not present, any proposal to their meeting may be approved by the affirmative vote of the
majority of those present at the meeting.

Revocability of Proxies

Sovereign common shareholders may revoke their proxies and change their votes at any time before their
proxies are voted at the special meeting. If you are a Sovereign common shareholder of record, you may
revoke your proxy and change your vote by submitting a later dated proxy by telephone, Internet or mail, or
by voting in person at the special meeting. To request an additional proxy card, or if you have any questions
about the meeting or how to vote or revoke your proxy, you should contact MacKenzie Partners, Inc. at
1-800-322-2885.

If you hold your shares in street name, contact your broker, bank or other nominee regarding how to
instruct your broker, bank or other nominee to revoke your proxy and change your vote and any deadlines for
the receipt of these instructions.

If you are a participant in the Retirement Plan, you may revoke your proxy and change your vote as
described above, but only until 5:00 p.m. on January 22, 2009.
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Voting Electronically or by Telephone

In addition to voting by submitting your proxy card by mail, Sovereign common shareholders of record
and many shareholders who hold their shares through a broker, bank or other nominee will have the option to
submit their proxy cards or voting instruction cards electronically through the Internet or by telephone. Please
note that there are separate arrangements for using the Internet and telephone depending on whether your
shares are registered in Sovereign’s stock records in your name or in the name of a broker, bank or other
holder of record. If you are a Sovereign shareholder of record and you would like to submit your proxy by
telephone or on the Internet, please refer to the specific instructions provided on the proxy card. If you hold
your shares through a broker, bank or other holder of record, you should check your proxy card or voting
instruction card forwarded by your broker, bank or other nominee of record to see which options are available.

Solicitation of Proxies

In addition to solicitation by mail, directors, officers and employees of Sovereign may solicit proxies for
the special meeting from Sovereign shareholders personally or by telephone and other electronic means.
However, they will not be paid for soliciting such proxies. Sovereign also will provide persons, firms, banks
and corporations holding shares in their names or in the names of nominees, which in either case are
beneficially owned by others, proxy material for transmittal to such beneficial owners and will reimburse such
record owners for their expenses in taking such actions. Sovereign has also made arrangements with
MacKenzie Partners, Inc. to assist it in soliciting proxies and has agreed to pay them $17,500, plus reasonable
fees and expenses, for these services.

THE TRANSACTION

The following is a description of the material aspects of the transaction. While Santander and Sovereign
believe that the following description covers the material terms of the transaction, the description may not
contain all the information that is important to you. Santander and Sovereign encourage you to carefully read
this entire document, including the transaction agreement attached to this document as Annex A, for a
complete understanding of the transaction.

Background of the Transaction

Santander currently owns 165,919,150 shares of Sovereign common stock, representing approximately
24.99% of the outstanding Sovereign voting securities. Santander made its initial investment in Sovereign in
May of 2006 when it acquired, pursuant to the terms of the Investment Agreement, approximately 88.7 million
shares, or approximately 19.8% of the shares of Sovereign common stock then outstanding, at a price of
$27.00 per share. The aggregate purchase price for this initial investment was approximately $2.4 billion.
Santander’s current ownership level is the result of subsequent issuances of new shares by Sovereign,
Santander’s participation in the Sovereign common stock offering described below and subsequent purchases
of Sovereign common stock in the open market, each in accordance with the terms of the Investment
Agreement.

Santander made its investment pursuant to an Investment Agreement that provides for (i) standstill
provisions that, until June 1, 2009, restrict Santander from making acquisition proposals to acquire Sovereign
at a price per share of less than $38.10 and that restrict Santander from selling its shares until June 1, 2011,
(ii) standstill provisions prohibiting Santander from purchasing voting securities of Sovereign representing in
excess of 24.99% of Sovereign’s outstanding voting securities, (iii) a prohibition, until June 1, 2009, on
Sovereign’s right to solicit, initiate or take any action to facilitate or encourage the submission of an
acquisition proposal from a third party other than Santander, (iv) certain restrictions on Sovereign’s right to
respond to unsolicited acquisition proposals from third parties other than Santander, including, until June 1,
2009, a prohibition of the right to negotiate with third parties with respect to any offer that is less than, or
enter into an acquisition agreement with any such third party unless the acquisition price is at least, $38.10 per
share and (v) certain “first negotiation”, “last look”, and “first look” rights of Santander. The Investment
Agreement does not, by its terms, prohibit Sovereign from raising additional capital in public or private

38



transactions; however, any such capital transaction may not result in any one person or group of affiliated
persons beneficially owning 25% or more of the outstanding Sovereign voting stock (a stake equal to
Santander’s current percentage ownership). Moreover, any issuance of Sovereign securities would be subject to
Santander’s preemptive right to acquire its pro-rata share of any such issuance in accordance with the terms
and procedures set forth in the Investment Agreement. For a more detailed description, see “Additional
Information — Description of the Investment Agreement”.

Beginning in 2006, dislocations in the mortgage market, especially the securitization market, liquidity
issues impacting the broader financial sector and changes in economic conditions began to affect Sovereign’s
business, financial condition and prospects adversely. Dislocations in the market for certain securities and
other factors made accounting valuations of these securities increasingly difficult. As a result, Sovereign was
required to write-down the values of certain securities in its investment portfolio and began a review of its
business and operations. In addition, Sovereign’s indirect auto loan business, especially the out-of-market
indirect auto loan business, began to experience a deterioration in earnings and Sovereign eventually decided
to discontinue this out-of-market auto loan business, resulting in substantial further losses.

On January 23, 2008, Sovereign reported a net loss of $1.3 billion or $(2.85) per share in 2007 as
compared to net income of $137 million or $.30 per diluted share in 2006. Sovereign also announced that it
was discontinuing its quarterly common stock dividend.

On April 28, 2008, the Sovereign board of directors met to consider potential capital raising alternatives.
The alternatives considered included raising capital in the public or private markets, raising additional capital
from Santander or a combination thereof. Following an in-depth discussion, the Sovereign board of directors
established a new committee of the Sovereign board of directors to evaluate and recommend to the Sovereign
board of directors whether, and the general terms under which, Sovereign and Sovereign Bank should raise
capital. The committee, known as the Capital and Finance Committee, consisted of Ralph V. Whitworth
(Chairman), Maria F. Ramirez and P. Michael Ehlerman.

On April 30, 2008, the Capital and Finance Committee instructed management to retain Lehman Brothers,
Inc., or Lehman Brothers, to assist Sovereign in connection with possible equity capital alternatives being
pursued by Sovereign.

Over the course of the following week, the Capital and Finance Committee met regularly with Lehman
Brothers, Milbank, Tweed, Hadley and McCloy, LLP, or Milbank, and management to discuss, among other
things, Sovereign’s current and anticipated capital needs, current market conditions and alternative transaction
structures for raising capital, including the types of securities that could be issued by Sovereign or Sovereign
Bank, and the potential role of Santander in any issuance. During that week, members of the Capital and
Finance Committee advised the other Sovereign directors, including the Santander directors, as to their
discussions with Lehman.

Over the next several weeks, the Capital and Finance Committee worked with Lehman Brothers and
Sovereign’s legal advisors to propose a structure for a capital raising transaction that would provide Sovereign
with needed capital and could be executed on a timely basis. The Capital and Finance Committee consulted
with Santander’s board representatives during this process.

On May 7, 2008, the Sovereign board of directors and the Sovereign Bank board of directors held a joint
meeting to consider a proposed issuance of securities to raise additional capital. Lehman Brothers indicated
that it was prepared to work with Sovereign to effect underwritten offerings consisting of (i) a public offering
by Sovereign of approximately $1 billion of shares of Sovereign common stock and (ii) the issuance by
Sovereign Bank in an offering exempt from registration under the Securities Act of $500 million aggregate
principal amount of subordinated notes. Later during his meeting, Mr. Rodríguez-Inciarte, a Santander
appointed director, distributed to the directors a letter dated May 7, 2008 from Santander to the Sovereign
board of directors setting forth a capital proposal, pursuant to which Santander was prepared to invest an
additional $1.5 billion in Sovereign in a form that would qualify as Tier I capital and that Santander would
permit the board to determine the mix of common stock and preferred stock to be issued by Sovereign.
Santander proposed to purchase $1.5 billion of Sovereign equity securities at a price 20% above the discount
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contemplated by the underwritten offering proposed by Lehman Brothers. Because the investment would have
increased Santander’s voting interest to approximately 44% of Sovereign’s voting stock, Santander proposed to
deposit shares representing 5% of the outstanding Sovereign voting stock in a voting trust. Santander also
proposed that completion of its additional investment would be subject to Sovereign shareholder approval.
After making their presentation, the Santander-affiliated directors left the meeting. The remaining directors
then discussed the proposal by Santander (including, among other things, (i) the effect of such transaction on
the other shareholders of Sovereign, (ii) the degree of control that the proposal would have given to Santander,
(iii) the fact that there was not a “control premium” being paid by Santander, (iv) that the proposal did not
provide any value directly to the Sovereign shareholders, (v) the need for shareholder approval of such a
transaction and the timing implications of such agreement, and (vi) Lehman Brothers’ views on the effect of
such a transaction on the trading market for Sovereign’s common stock) and the other alternatives available to
Sovereign. The Sovereign board of directors determined, based on the recommendation of the Capital and
Finance Committee, not to accept the proposal from Santander, and subsequently, approved the equity and
debt offerings to be underwritten by Lehman Brothers. On May 20, 2008, Sovereign and Sovereign Bank
completed equity and debt transactions in which they raised a total of approximately $1.9 billion in the
aggregate. Santander purchased its pro rata share of equity securities in the Sovereign offerings, not of the
securities sold pursuant to the over-allotment options.

Beginning in July 2008, responding to the collapse of Indymac Bank, it was widely reported that
depositors at various banks were becoming concerned about the safety of deposits at such banks and were
commencing withdrawals of deposits. During the month of July 2008, Sovereign experienced reductions in its
commercial and retail money market accounts and time deposits, with average balances down $743 million.
Sovereign’s management believed that these deposit withdrawals were attributable to concerns about safety
and soundness in the banking industry in general, highlighted by the Indymac Bank failure as well as
aggressive market promotions for time deposits by Wachovia, PNC and Bank of America.

On July 22, 2008, the Sovereign board of directors resolved that Gonzalo de Las Heras be added as a
member of the Capital and Finance Committee.

On August 11, 2008, the Capital and Finance Committee, which last met in May 2008, convened a
meeting to review the investment portfolio recommendations of Sovereign’s management.

In September 2008, the credit crisis affecting the U.S. and global economy became more acute. On
September 7, 2008 the U.S. Department of Treasury, or the Treasury, announced that it was placing Fannie
Mae and Freddie Mac into conservatorship. As part of the transaction, the Treasury pledged future support and
agreed to inject up to $100 billion in each of Fannie Mae and Freddie Mac. In exchange, the Treasury was
issued senior preferred stock and warrants for the purchase of up to 79.9% of the common stock at one one-
thousandth of a cent per share, and dividends on then outstanding preferred shares were suspended. This
transaction resulted in a sharp reduction of the value of the existing preferred stock of Fannie Mae and Freddie
Mac and the substantial elimination of the value of their existing common stock.

On September 8, 2008, Sovereign disclosed that at June 30, 2008, Sovereign owned securities totaling
$622.6 million of perpetual preferred stock of Fannie Mae and Freddie Mac which had an unrealized loss of
$34.4 million, and Sovereign expected the Treasury’s actions to further adversely impact the value of such
securities and therefore expected to record a non-cash other-than-temporary impairment on those investments
for the quarter ending September 30, 2008.

Beginning the week of September 8, 2008, in addition to the market reactions to the Treasury’s plan of
action regarding Fannie Mae and Freddie Mac, the prices of publicly traded shares of major financial services
companies declined significantly as speculation and reports about financial difficulties at Lehman Brothers
Holdings, Inc. began to circulate. By the beginning of the following week Merrill Lynch & Co., Inc. had agreed
to be acquired by Bank of America at a significant discount to its recent trading levels, and, following failed
attempts to find a buyer or to secure financial support from the U.S. government, Lehman Brothers Holdings,
Inc. filed for bankruptcy protection. The collapse of Lehman Brothers Holding, Inc. led to a virtual freeze in the
commercial paper market which, in turn, severely impacted commercial lending on a global basis.

In September 2008, Sovereign increased its credit loss provision, which ultimately was $304 million for
the third quarter of 2008, compared to $132 million for the second quarter of 2008. The reason for the
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increase was a much more stressful economic scenario and that this level of provision as a proportion to total
loans was likely to continue. In addition, the end of period deposit balances decreased by $2.9 billion during
September. Retail, commercial, and government deposits decreased $648 million, $536 million and $1 billion
respectively. A significant portion of the retail and commercial attrition was in money market accounts for
balances that exceeded the FDIC insurance limits, particularly on commercial deposits.

Commencing in mid-September, 2008 Sovereign determined that, as a result of the absence of a properly
functioning interbank credit market in the U.S. at that time and the general inability of banks to draw on lines
of credit, it would be necessary for Sovereign to borrow from the Federal Reserve discount window to meet
short-term funding requirements.

On September 19, 2008, Sovereign completed the sale of its entire portfolio of collateralized debt
obligations, or CDOs (which CDOs consisted of 100% synthetic credit default swaps referencing corporate
debt), and, as a result of the loss on the sales, Sovereign’s tangible capital was reduced by a total of
$602 million. Sovereign decided to sell the CDOs because the CDO portfolio valuation had experienced
significant volatility over the preceding year as a result of conditions in the credit markets and the sale served
to eliminate this element of volatility from its capital structure.

Also on September 19, 2008, in response to the continued financial market deterioration, the Treasury
announced the Troubled Asset Recovery Program, or TARP, a $700 billion plan by which the U.S. federal
government would buy certain assets directly from financial institutions. However, implementation and funding
of TARP required the passage of appropriate legislation by Congress and approval of that legislation by the
President. Over the ensuing days there was great uncertainty as to whether the necessary legislation would be
adopted and thus whether the TARP program would proceed and on what terms. Additional uncertainty existed
as to which institutions would be eligible for participation in the program.

On September 21, 2008, Goldman Sachs and Morgan Stanley, the two largest remaining stand-alone
investment banks in the U.S. at that time, announced that they would convert into bank holding companies.

On September 25, 2008, Washington Mutual Bank — the principal subsidiary of Washington Mutual, Inc.
and the country’s largest thrift institution and sixth largest depository institution at the time — was seized by
the Office of Thrift Supervision, placed into receivership by the FDIC and sold to JPMorgan Chase in a
transaction in which JPMorgan Chase did not assume any of the holding company’s liabilities or the
subordinated or senior debt of Washington Mutual Bank. Washington Mutual filed for bankruptcy the next
day, and it was reported that its shareholders and debtholders were unlikely to receive any payments or
distributions in respect of their securities. In connection with these events, there was market speculation about
the viability of Wachovia Corporation — the country’s fourth largest banking organization at that time
— followed by a series of events, temporarily involving a proposal for parts of Wachovia to be acquired in an
FDIC-assisted transaction, that ultimately led to Wachovia agreeing to be acquired by Wells Fargo & Company
on October 3, 2008. These developments and the circumstances surrounding them exacerbated the already
significant pressures on Sovereign and other U.S. banking institutions.

On September 29, 2008, the U.S. House of Representatives voted not to pass the financial bailout
legislation necessary to authorize TARP. The Dow Jones Industrial Average suffered its largest ever single-day
point loss of nearly 778 points or 6.98%. That same day, Sovereign common stock fell 72% to close at $2.33.

Following the market close on September 29, 2008, the Capital and Finance Committee, which last met
on August 11, 2008, convened a meeting. Mr. Walters reported on the drop in Sovereign’s publicly traded
common stock and its negative impact on the recent loan and deposit activity of Sovereign Bank. The Capital
and Finance Committee determined that it would be appropriate for Sovereign to engage a financial advisor to
consider strategic and capital alternatives available to Sovereign. In addition, the Capital and Finance
Committee (excluding Mr. de Las Heras) discussed a letter from an entity, or Party B, affiliated with the same
individual that signed the letter from Party A (See “Recent Developments — “Other Recent Developments”),
indicating Party B’s interest in (i) acquiring Sovereign for cash at its tangible book value with the objective of
taking Sovereign private or (ii) infusing capital on terms and conditions to be mutually agreed upon, subject in
each case to due diligence. Otherwise, the letter did not specify any material terms. On September 30, 2008,
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Sovereign sent a letter to Party B informing Party B that the Investment Agreement restricted Sovereign from
responding to its unsolicited indication of interest in any proposal to acquire Sovereign and noting Party B’s
interest in making an additional investment in Sovereign in the event that Sovereign determined in the future
to raise additional capital.

During the period from September 30 through October 9, 2008, the Capital and Finance Committee
and/or or the entire Sovereign board of directors met on a nearly daily basis. The Capital and Finance
Committee held meetings on September 30 and October 1. The Sovereign board of directors held meetings on
October 2, October 6, October 7, October 8 and October 9. At these meetings, the members of the Capital and
Finance Committee or the Sovereign board of directors, as applicable, reviewed the loan and deposit activity
at Sovereign Bank, considered the effect of the ongoing market and financial sector crises and regulatory
developments relevant to Sovereign’s business (including that the timing, terms, implementation and applica-
bility to Sovereign of the TARP program was unclear), financial conditions and prospects, Moody’s actions
with respect to Sovereign’s debt ratings, projected third quarter earnings and the impact of third quarter
earnings on Sovereign. The Capital and Finance Committee considered the strategic alternatives available to
Sovereign, including a capital raising transaction or a possible sale of Sovereign. In each case, the Santander
director or directors on the Capital and Finance Committee or on the Sovereign board of directors participated
in the review of the Sovereign business and in the consideration of the impact of the market and financial
sector crises on Sovereign Bank but then left the meetings. The Santander directors were not present at, and
did not participate in, any of the discussions of either the Capital and Finance Committee or the Sovereign
board of directors any transaction involving Santander. Additionally, over the course of these meetings, (i) the
advisors to the Sovereign board of directors and the Capital and Finance Committee reviewed with the non-
Santander directors the terms of the Investment Agreement, and (ii) as a result of his nearly daily reports,
Mr. Walters had reported data indicating that since June 30, 2008 Sovereign had lost approximately $4.2 billion
in deposits, or approximately 8.8% of its total deposits, and that $1.1 billion of deposits, or 27% of total
deposits lost since June 30, 2008, had been lost on September 29 and September 30.

On September 30, 2008, the Capital and Finance Committee (excluding Mr. de Las Heras) recommended
to the Sovereign board of directors that it engage Barclays as Sovereign’s financial advisor. Subsequently,
Sovereign formally engaged Barclays to serve as its exclusive financial advisor in connection with the possible
sale of Sovereign and to explore capital raising alternatives. The Barclays team engaged to work with
Sovereign were the same people (at the time employed by Lehman Brothers) retained by Sovereign in the
Spring of 2008.

On that same day, Moody’s Investors Service lowered Sovereign’s senior debt ratings to Baa2 from Baa1
and lowered the senior debt ratings of Sovereign Bank to Baa1 from A3. Moody’s also announced that all of
Sovereign’s ratings had been placed under review for possible further downgrade and explained that the
downgrade was based on the sizable charges that Sovereign was going to incur as a result of the exposure to
its Fannie Mae and Freddie Mac securities and to the losses incurred by Sovereign on the sale of its CDO
portfolio. Moody’s further announced that Sovereign remained exposed to a number of problematic asset
portfolios that could result in further heightened credit costs and that those charges could negatively affect
Sovereign’s capital position.

Further, on September 30, 2008, at respective meetings of the boards of Sovereign and Sovereign Bank,
as part of an ongoing executive search and evaluation process, Sovereign and Sovereign Bank decided to
terminate the employment of Joseph P. Campanelli, the then-current President and Chief Executive Officer of
Sovereign and Sovereign Bank and to approve the appointment of Paul A. Perrault as the new Chief Executive
Officer and President of Sovereign and Sovereign Bank, effective January 3, 2009. Sovereign and Sovereign
Bank also appointed Mr. Walters to act as the Interim Chief Executive Officer and President until January 3,
2009.

On October 7, 2008, the non-Santander directors and their financial and legal advisors met to consider
raising capital in the public markets or through private equity, continuing to operate independently while
implementing steps to maximize its capital and liquidity, or pursuing a “change in control” transaction, which
included discussing a potential transaction with Santander, in each case, in light of the public (including in
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light of the uncertainty expressed by Santander as to its willingness to participate in a public capital
transaction in view of the losses that it had suffered in connection with its participation in Sovereign’s
May 2008 capital increase transaction and in view of the fact that as of the end of the third quarter of 2008,
Sovereign would have lost over 50% of the approximately $1.4 billion of Tier I capital raised in May 2008 as
a result of the write offs relating to Fannie Mae, Freddie Mac and CDO investments) and private equity
markets, the availability of capital and liquidity sources and the terms of the Investment Agreement.

On October 8, 2008, the non-Santander directors retained Sullivan & Cromwell LLP to assist with the
directors’ consideration and pursuit of strategic alternatives for Sovereign, with Milbank continuing to
represent Sovereign as well.

Also on October 8, 2008, management of Sovereign informed the Sovereign board of directors that it
appeared probable that Sovereign’s third quarter results, which management expected to be finalized and
available for public release around mid-October, would show a net loss of approximately $980 million.
Management explained that most of this loss was attributable to write downs of Sovereign’s Fannie Mae and
Freddie Mac investments due to the decline in value following their placement into conservatorship and, to a
lesser extent, to the loss resulting from the sale of the CDO portfolio. Management reminded the directors that
Sovereign had already issued press releases indicating the amount of the CDO loss and indicating that the
value of the Fannie Mae and Freddie Mac investments would be permanently impaired and would result in a
write-down in the third quarter. Management further explained that the recent Moody’s downgrade had been
attributed to concern regarding the impact of these potential losses on Sovereign.

On October 9, 2008, Sovereign received a second letter from Party B. This letter indicated an interest in
acquiring Sovereign Bank’s branch system, including its deposits and corresponding loans, comprising the
Mid-Atlantic Banking Division segment at a deposit premium of between 5% - 7%, subject to due diligence.
Following an in-depth discussion with its financial advisor, the Sovereign board of directors (other than the
Santander affiliated directors, who did not participate in such discussions) determined that such a proposal
would not be in the best interests of Sovereign, its shareholders or its other constituencies. Sovereign did not
respond to Party B. In addition, Sovereign also determined that the letter did not constitute an acquisition
proposal within the meaning of the Investment Agreement and that it was not required to provide any formal
notice to Santander under the Investment Agreement (although Sovereign did provide to Santander a copy of
such letter).

On October 9, 2008, in view of the possibility that one of Sovereign’s alternatives might include a
transaction involving Santander, the Sovereign board of directors, excluding the Santander directors, resolved
to authorize those members of the Capital and Finance Committee not affiliated with Santander to act as a
special committee (hereinafter referred to as the Special Committee) with specified powers in connection with
reviewing Sovereign’s strategic alternatives, including a strategic transaction with Santander.

Specifically, the Sovereign board of directors authorized the Special Committee to, among other things,
conduct negotiations on behalf of Sovereign with Santander regarding any transaction involving Santander, to
waive any potential breach by Santander of the Investment Agreement that could occur as a result of
discussions relating to such a transaction, including that provision of the Investment Agreement that prohibited
Santander from making an acquisition proposal of less than $38.10 per share, and to make recommendations
regarding any potential transaction to the Sovereign board of directors.

On October 9, 2008, pursuant to the recommendations of the Special Committee, Sovereign sent
Santander a letter stating that Sovereign was reviewing strategic options in light of market developments and
that, as part of its review, Sovereign, through the Special Committee, wished to have preliminary discussions
with Santander with respect to a possible transaction with Santander. Because Sovereign was prevented from
having specific discussions with Santander as a result of the restrictions on Santander contained in the
Investment Agreement, Sovereign’s letter to Santander informed Santander that if it desired to engage in such
discussions, Sovereign would not view any such discussions with Santander, or any proposal that Santander
may make to the Special Committee, with respect to any transaction as a violation of the Investment
Agreement. The letter constituted a waiver, solely to permit such discussions, and Sovereign retained the right
to discontinue any discussions and to terminate the effectiveness of such waiver at any time. Because the letter
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did not constitute an amendment to or permanent waiver of the Investment Agreement but rather a technical
and temporary waiver to enable the parties to have preliminary discussions with respect to a possible
transaction, Sovereign did not believe it to be necessary to, and did not, seek any consideration from
Santander. Sovereign’s letter also instructed Santander that all of the parties’ respective rights and obligations
under the Investment Agreement would remain in effect, including certain prohibitions on Sovereign from
taking actions in respect of an unsolicited acquisition proposal unless such unsolicited acquisition proposal
was at a price in excess of $38.10 per share. Following receipt of this letter, Sovereign and Santander entered
into a confidentiality agreement whereby the parties agreed that any information received by either party in
evaluating any proposed transaction would be kept confidential.

Between October 10 and 13, 2008, on a number of occasions, Sovereign kept its primary regulator, the
OTS, apprised of the status and terms of negotiations with Santander.

Late in the evening on October 10, 2008, Santander’s financial advisors orally communicated to Barclays
an offer to acquire 100% of Sovereign’s voting securities at an exchange ratio of 0.294 of a Santander ADS
per share of Sovereign common stock, or an implied per share price of $3.83 per share based on the closing
price that day for Santander ADSs. The proposal also provided for Santander to increase by $600 million the
availability under a loan facility to Sovereign Bank, which would be collateralized under terms to be
determined and be accompanied by warrants with respect to the Sovereign common shares. The proposal also
included a requirement that Relational Investors, LLC and certain affiliated shareholders, Sovereign’s second
largest shareholder, and each non-Santander director of Sovereign (in their capacity as shareholders) enter into
voting agreements to support and vote for the transaction. Barclays reported this proposal to, and analyzed the
proposal with, the Special Committee and its legal advisors.

On the morning of October 11, 2008, the Special Committee and Barclays outlined for the Sovereign
board of directors (excluding the Santander directors) the terms of Santander’s proposal. Following an in-depth
discussion, the Sovereign board of directors (excluding the Santander directors) formulated, based on the
advice of its financial and legal advisors, a two-tiered counter offer to make to Santander, and then instructed
the Special Committee to continue negotiating with Santander and authorized the Special Committee and
Barclays to deliver such counter-offer to Santander. Based on these discussions, Barclays informed Santander’s
financial advisors that the Sovereign board of directors would be willing to consider an offer that valued shares
of Sovereign common stock at $5.50 per share provided that the Sovereign board of directors had the right,
during the period between the execution of a definitive agreement and the closing, to respond to unsolicited
offers from third parties. Barclays also told Santander’s financial advisors that if the Sovereign board of
directors were to consider a proposal that did not provide the right to respond to unsolicited offers from third
parties during such period, the price per share would need to be significantly higher than the $5.50 price.
Additionally, Barclays conveyed to Santander’s financial advisors that Sovereign was not interested in that
portion of Santander’s offer involving an increase in the size of its loan to Sovereign or the related warrants.

That afternoon, the Special Committee and Barclays met to discuss the ongoing discussions with
Santander and its financial and legal advisors. Barclays notified the Special Committee that Santander’s
financial advisors had informed Barclays that Santander, based on its due diligence to date, was unwilling to
agree to an increase in price. Moreover, Santander was unwilling to agree to the Sovereign board of directors
having the right to respond to an unsolicited offer from a third party.

Later that afternoon, the Special Committee met again to continue the earlier discussion. Milbank and
Sullivan & Cromwell reviewed with the Special Committee members the fiduciary responsibilities of the
directors in the context of the proposed Santander transaction.

That evening, the Special Committee met again to continue the earlier discussion. The Special Committee
was informed by Milbank that Santander’s outside legal counsel had forwarded the first draft of the proposed
transaction agreement to Milbank. Milbank stated that the proposed agreement did not contain the requested
provision allowing the Sovereign board of directors the right to respond to an unsolicited offer from a third
party and contained various provisions prohibiting Sovereign from responding to unsolicited offers.
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The following morning, on October 12, 2008, the Sovereign board of directors (excluding the Santander
directors) met. Members of the Special Committee and Milbank updated the Sovereign board of directors on
developments and the directors discussed the terms of Santander’s proposed transaction agreement. The
Sovereign board of directors asked legal counsel to review legal standards applicable to its decisions and
actions with respect to the proposed transaction, and the Sovereign board of directors then reviewed strategic
alternatives available to Sovereign, including raising capital in the public markets or through private equity,
continuing to operate independently while implementing steps to maximize its capital and liquidity, or
pursuing a “change in control” transaction, which included discussing a potential transaction with Santander,
in each case, in light of the public and private equity markets, the availability of capital and liquidity sources
and the terms of the Investment Agreement. During that day, Milbank and Barclays negotiated with
Santander’s financial and legal advisors, and reported back to the Special Committee that Santander had
agreed to (i) permit the Sovereign board of directors the right to furnish non-public information to, or enter
into discussions with, a third party that had made an unsolicited offer and, in certain circumstances, change in
a manner adverse to Santander its recommendation to approve and adopt the transaction agreement,
(ii) eliminate the proposed credit facility and warrants as part of the transaction (each of which Santander
originally insisted were requirements to consummating the transaction) and (iii) additional contractual changes,
including:

• considerably expanding the exclusions from the definition of “Company Material Adverse Effect”,
thereby limiting the conditionality of the transaction agreement from Sovereign’s perspective;

• qualifying many of Sovereign’s representations and warranties in the transaction agreement by
“materiality” and “Company Material Adverse Effect” thresholds and “knowledge” qualifiers, thereby
decreasing the likelihood of circumstances under which Santander would be permitted to fail to
consummate the transaction in the event such representations and warranties are inaccurate; and

• eliminating certain events, and adding additional conditions to certain other events, giving rise to the
obligation of Sovereign to pay Santander a termination fee.

Milbank also informed the Sovereign board of directors that, notwithstanding any change in recommendation
or termination of the transaction agreement, the provisions of the Investment Agreement relating to the ability
of Sovereign to enter into a transaction with a third party remained in effect.

On the evening of October 12, 2008, the Sovereign board of directors met again. After the meeting was
convened, the Santander directors excused themselves. Milbank and Sullivan & Cromwell reviewed in detail
with the Sovereign board of directors the legal terms of the proposed transaction and the legal standards
applicable to the board’s decisions and actions with respect to the proposed transaction. Barclays then
discussed the strategic alternatives available to Sovereign other than the proposed Santander transaction as
discussed earlier that morning. After careful consideration of the alternatives available to Sovereign with its
financial and legal advisors as well as consideration of the circumstances applicable to Sovereign as of the
date thereof, the Sovereign board of directors determined that no alternative acquisition transaction was
reasonably available to Sovereign at such time. Barclays then rendered to the Sovereign board of directors its
oral opinion, which opinion was subsequently confirmed in a written opinion dated October 13, 2008, that
based upon and subject to the factors and assumptions stated in that opinion and in its written opinion, from a
financial point of view, the exchange ratio to be offered to Sovereign’s shareholders was fair to such
shareholders (other than Santander or its affiliates, as to which Barclays expressed no opinion) under the
circumstances applicable to Sovereign as of the date thereof. The Sovereign board of directors also discussed
the potential impact of market and investor perception if the proposed Santander transaction were not to occur,
especially in light of media rumors and reports that had surfaced earlier in the day regarding a pending
Santander acquisition. The Sovereign board of directors instructed the Special Committee and its advisors to
work to resolve the remaining open issues, and adjourned the meeting until the following morning.

On October 13, 2008, in response to various media reports and before the market opened in Spain,
Santander issued a press release confirming that it was in negotiations with Sovereign concerning an
acquisition, but that no agreement had yet been reached.
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At approximately 6:30 a.m. on October 13, 2008, the Sovereign board of directors (other than the
Santander directors who were not present at such time) reconvened its earlier adjourned meeting to continue
discussions on the status of the negotiations with Santander. Milbank reviewed for the Sovereign board of
directors the open terms of the proposed transaction as well as the voting agreement that Relational and each
director was being required to execute in connection with the transaction agreement. Following a discussion,
the Sovereign board of directors instructed Milbank to continue negotiations to resolve the additional open
items, and adjourned the meeting until later that morning.

Before the market opened in New York, Sovereign issued a press release similar to that issued by
Santander a few hours prior that confirmed that Sovereign was in advanced discussions with Santander
regarding a possible business combination involving the two companies, but there were no assurances that an
agreement would be reached or a transaction consummated.

The Special Committee unanimously recommended to the Sovereign board of directors that the Sovereign
board of directors approve and adopt the transaction agreement.

Later that morning, at its reconvened meeting, the Sovereign board of directors (other than Santander
directors who were not present at such time) discussed the remaining open points with Milbank and Sullivan &
Cromwell. Barclays reviewed its analyses regarding the proposed transaction with the Sovereign board of
directors as more fully described below under the heading ‘‘— Opinion of Barclays, Financial Advisor to
Sovereign”. Following review and discussion among the members of the Sovereign board of directors who
were present at the meeting at that time (which included all directors other than the Santander directors),
including consideration of the factors described under “— Sovereign’s Reasons for the Transactions; Recom-
mendation of the Sovereign Board of Directors”, such directors determined that the transaction was advisable
and in the best interests of Sovereign, its shareholders and all other constituencies, and such directors that
were present at the meeting voted unanimously, subject to resolution of one final open item in the voting
agreement, to approve the transaction agreement and the transactions contemplated by such agreement.

Later that day, a joint meeting of the boards of directors of Sovereign and the Sovereign Bank was
convened at which all directors were present, including initially the Santander-nominated directors. After
attending the meetings for purposes of waiving rights to notice of the meetings, the Santander directors left.
Sullivan & Cromwell summarized the status of negotiations regarding the final open item in the voting
agreement.

Barclays then explained to the Sovereign board of directors (other than the Santander directors who were
not present at such time) that due to miscommunication between the parties’ financial advisors, the transaction
agreement reflected an exchange ratio of 0.2924 ordinary shares of Santander per share of Sovereign common
stock, or an implied value of $3.81 per Sovereign common share, instead of the earlier exchange ratio
discussed with the Sovereign board of directors of 0.294, or an implied value of $3.83 per share. Barclays
confirmed that the discrepancy would not impact its opinion that based upon and subject to the factors and
assumptions stated in that opinion, from a financial point of view, the exchange ratio to be offered to
Sovereign’s shareholders was fair to such shareholders under the circumstances applicable to Sovereign as of
the date thereof.

Following review and discussion by the members of the Sovereign board of directors (other than the
Santander directors who were not present at such time) of the final terms of the transaction agreement and the
voting agreement, the directors then present, which represented all directors of Sovereign on the board of
directors other than the Santander nominated directors, unanimously ratified all of the resolutions from the
prior meeting approving the transaction agreement and the transactions contemplated thereby and approved the
exchange ratio.

Shortly thereafter, the parties entered into the transaction agreement and the voting agreements and the
transaction was announced in a press release issued by Santander.
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Sovereign’s Reasons for the Transaction; Recommendation of the Sovereign Board of Directors

After considering the effects on all constituencies affected by the transaction, including the social and
economic effects of the transaction on depositors, employees, customers, suppliers, and security holders
(including debt and preferred holders), the Sovereign board of directors determined that the transaction
agreement and the transactions contemplated by the transaction agreement are advisable and in the best interests
of Sovereign, its shareholders and other constituencies. Accordingly, the Sovereign board of directors, excluding
all members thereof affiliated with Santander, unanimously approved the transaction agreement and unanimously
recommends that Sovereign shareholders vote “FOR” approval and adoption of the transaction agreement.

In reaching its decision to approve the transaction agreement and to recommend the transaction to its
shareholders, the Sovereign board of directors consulted with Sovereign’s management, as well as its legal and
financial advisors, and considered a number of factors, including the following:

• The Special Committee unanimously recommended to the Sovereign board of directors that the
Sovereign board of directors approve and adopt the transaction agreement;

• The terms of the transaction agreement pursuant to which Sovereign shareholders will have the right to
receive 0.2924 of a Santander ADS, per share as consideration (which has been adjusted to 0.3206 as
described in “Recent Developments — Santander Rights Offering.”), which, based on the closing price
of the ADSs on the last trading day prior to the execution of the transaction agreement was an implied
value of $3.81 per share;

• The written opinion of Barclays that, based upon and subject to the factors and assumptions stated
therein, from a financial point of view, the exchange ratio to be offered to Sovereign’s shareholders was
fair to such shareholders (other than Santander or its affiliates, as to which Barclays expressed no
opinion) under the circumstances applicable to Sovereign as of the date thereof;

• That while a number of analyses performed by Barclays produced valuation ranges that exceeded the
implied value of the Santander transaction, none of these took into account the various risks facing
Sovereign as a result of the financial market disruptions and other recent events described under the
headings “The Transaction — Opinion of Barclays, Financial Advisor to Sovereign” and the heading
“— Sovereign Situational Analysis” thereunder;

• That (i) Sovereign experienced intermittent but significant deposit outflows that had reduced its cash
available to fund its future operations, (ii) in light of volatile market conditions and recent experiences
of Sovereign’s industry peers, there was a perceived significant risk that such deposit outflows could
recur and intensify at any time, and (iii) there was substantial uncertainty as to whether the collateral
available to obtain loans from the Federal Home Loan Bank and the Federal Reserve discount window
would have continued to be sufficient to meet Sovereign’s future liquidity needs;

• That Sovereign’s board of directors believed that the OTS was supportive of the transaction;

• The recent industry precedent transactions that demonstrate that shareholders may realize little or no
value in the event that the regulatory agencies determine to force a supervised transaction (even though
the OTS had not provided any formal indication that a regulatory action, including a supervised
transaction, was imminent);

• The terms of the Investment Agreement with Santander, which, among other things, (i) prohibit, until
June 1, 2009, Sovereign from soliciting, initiating or taking any action to facilitate or encourage the
submission of an acquisition proposal from a third party other than Santander, (ii) restrict Sovereign’s
right to respond to unsolicited acquisition proposals from third parties other than Santander, including,
until June 1, 2009, a prohibition of the right to negotiate with third parties with respect to any offer that
is less than, or enter into an acquisition agreement with any such third party unless the acquisition price
is at least, $38.10 per share, and (iii) include “first negotiation” right and “last look” matching rights
for Santander and timing and procedural considerations during the entire term of the Investment
Agreement that make it more difficult for a third party other than Santander to acquire Sovereign and
thus may make such third parties reluctant to submit acquisition proposals for Sovereign;
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• The belief that a transaction with Santander will result in Sovereign becoming part of a significantly
larger and more diversified financial institution that is both better equipped to respond to economic and
industry developments and better positioned to develop and build on Sovereign’s market share in its
footprint;

• The benefits and social and economic effects of the transaction on other constituencies, which are
believed to include:

• The effects on Sovereign’s depositors, which will benefit from the stability of the combined
company;

• The effects on customers and suppliers and the communities in which Sovereign operates, which
Sovereign’s board of directors believes will be advanced by combining Sovereign and Santander;

• The effects on Sovereign’s employees, in particular, certain provisions of the transaction agreement
which provide certain assurances and protections for employees up to and for a period following the
closing of the transaction;

• That, since Santander is a new entrant into retail and commercial banking in the United States, a
transaction with Santander is not as likely to result in the closing of branches, the loss of jobs or
other adverse consequences for these constituencies that would be likely to occur in connection with
a combination between Sovereign and a competitor already operating in Sovereign’s markets; and

• The effects on Sovereign’s creditors, which the Sovereign board of directors generally believed would
be advanced by Sovereign becoming part of a larger, financially strong organization.

• Sovereign’s current financial condition and recent results of operations, including:

• That Sovereign’s board of directors anticipated that the increased level of Sovereign’s provision for
credit losses recorded in the third quarter of 2008 as a proportion to total loans was likely to
continue;

• The impact on Sovereign of the downgrade in Sovereign’s debt ratings announced by Moody’s on
September 30, 2008; and

• The estimated $980 million loss for Sovereign’s third fiscal quarter of 2008 and concern regarding
the reaction of the press, customers, rating agencies, retail investors, regulators and other constituen-
cies to that loss, notwithstanding that the items leading to the aggregate loss had previously been
disclosed in a press release.

• That, as of the third quarter of 2008, Sovereign’s Tier I capital, after giving effect to the capital
raised earlier in May 2008, had been reduced by the losses described above;

• The current environment in the financial services industry, including:

• the unprecedented dislocations in the world financial market which have resulted in the failure a
number of financial institutions and the government supervised sale or conservatorship of others,
often under circumstances that delivered little or no value to shareholders and failed to protect other
important constituencies;

• that runs on deposits and the resulting failure of major institutions, including Washington Mutual
Bank, which before its failure was the only savings and loan institution larger than Sovereign, have
occurred in a matter of days and resulted in the inability of management and the board to control the
outcome of the situation in the best interests of security holders (including debt and preferred
holders), depositors, customers, employees and other constituencies;

• the extreme degree of volatility in the financial markets; and

• the current lack of liquidity, including, as a result of the absence of a functioning inter-bank lending
market, a global freeze on most lending and the lack of investor interest in financial institutions
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resulting from the substantial losses suffered by investors on the public and private investments they
made in financial institutions earlier in 2008.

• The sharp decline in Sovereign’s stock price, especially on September 29, 2008, which, based on
market information, Sovereign management believed was attributable in part to the initial failure of the
U.S. House of Representatives to pass the TARP and the unusual selling pressure from a small number
of large institutional holders;

• That Sovereign, as a result of general market conditions and matters specific to Sovereign’s condition
(financial and otherwise), was having difficulty accessing the capital markets, and that this difficulty
was expected to continue for the foreseeable future;

• That neither the Federal Reserve nor the OTS had offered any financial assistance to Sovereign on a
stand-alone basis other than the Federal Home Loan Bank and Federal Reserve borrowings referred
immediately above, and in Sovereign’s management’s and legal counsels’ belief, such financial
assistance was not likely to be available in the future;

• Uncertainty expressed by Santander as to its willingness to participate in a public capital transaction in
view of the losses that it had suffered in connection with its participation in Sovereign’s May 2008
capital increase transaction and in view of the fact that as of the end of the third quarter of 2008,
Sovereign would have lost over 50% of the approximately $1.4 billion of Tier I capital raised in
May 2008 as a result of the write offs relating to Fannie Mae, Freddie Mac and CDO investments;

• That the timing, terms, implementation and applicability to Sovereign of the TARP program was
unclear;

• Trends toward consolidation in the industry which may make it increasingly difficult for Sovereign to
compete successfully on a stand alone basis;

• That the transaction agreement and the terms of the transaction were negotiated by members of the
Special Committee, that the Santander directors were not present at, and did not take part in, any of the
meetings of the Special Committee or the Sovereign board of directors at which Sovereign’s strategic
options or the Santander transaction were discussed, that all of Sovereign’s non-Santander directors are
independent directors and that all eight of these independent directors approved the transaction and the
transaction agreement.

• The terms of the final transaction agreement, which, among other things:

• permits Sovereign’s board of directors to respond to unsolicited offers and to provide information to
other bidders in the event that the Sovereign board of directors (excluding the Santander directors)
determines that an alternative proposal constitutes or is reasonably likely to constitute a proposal
superior to the Santander proposal and permits the Sovereign board of directors (excluding the
Santander directors) to withdraw or change its recommendation, in either case if Sovereign’s board of
directors determines in good faith after consultation with outside legal counsel that such action is
required by its fiduciary duties under Pennsylvania law (which rights were considered in conjunction
with the fact that the Sovereign board of directors may not terminate the transaction agreement to
pursue an alternative transaction in light of the fact that the Investment Agreement currently prohibits
Sovereign from, among other things, entering into an agreement with a third party at a price of less
than $38.10 per share and provides Santander with certain “first negotiation”, “last look” and “first
look” rights);

• provides for reasonable certainty of closing as a result of limitations on the nature of a material
adverse effect that would give Santander a right not to complete the transaction; and

• provides that Sovereign would be required to pay Santander a termination fee of $95 million if the
transaction agreement is terminated under certain circumstances; but that, other than in circumstances
where the transaction agreement is terminated by Santander because Sovereign intentionally breached
its “non-solicitation” obligations, no termination fee is payable to Santander upon termination of the
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transaction agreement unless (i) an acquisition proposal meeting certain criteria is received from a
third party or otherwise made public, and (ii) within twelve months of the date of such termination,
Sovereign or any of its subsidiaries enters into a definitive agreement with respect to, or consum-
mates, an acquisition proposal meeting certain criteria with a third party.

• That the transaction agreement would be submitted to a vote of the Sovereign shareholders;

• That Relational Investors, LLC and certain affiliated shareholders and the non-Santander directors (in
their capacity as shareholders) will vote for the transaction in accordance with their respective voting
agreements;

• That the transaction agreement provides for a fixed exchange ratio, which means that the value of the
consideration received by Sovereign shareholders will vary based on the prevailing market price for the
Santander ADSs;

• That the transaction will be taxable to Sovereign shareholders, including the fact that many shareholders
are likely to have a tax basis that will result in the recognition of a tax loss;

• The restrictions on the conduct of Sovereign’s business during the period between signing of the
transaction agreement and the completion of the transaction or the termination of the transaction
agreement and management’s view that these restrictions were not expected to present significant
difficulties;

• The potential risk of diverting management focus and resources from other strategic opportunities and
from operational matters while working to implement the transaction and management’s view that
accomplishing the implementation and continuing to operate the business is manageable;

• That some of Sovereign’s directors and executive officers have other interests in the transaction that are
in addition to their interests as Sovereign shareholders, including as a result of employment and
compensation arrangements with Sovereign and the manner in which they would be affected by the
transaction. See “— Interests of Sovereign’s Executive Officers and Directors in the Transaction”;

• The risks in the current environment of implementing management’s business plan to provide growth
opportunities;

• That the transaction consideration does not reflect a premium over the closing sales prices of Sovereign
common stock on October 10, 2008, the last trading day before the public announcement of the
proposed transaction, and October 13, 2008, the day of the public announcement of the proposed
transaction;

• That Santander, despite multiple efforts, refused to increase its original proposal with respect to the
transaction consideration;

• The risk that the transaction will not be consummated.

The foregoing discussion of the factors considered by the Sovereign board of directors is not intended to
be exhaustive, but, rather, includes the material factors considered by the Sovereign board of directors. In
reaching its decision to approve the transaction agreement and the transactions contemplated by the transaction
agreement, the Sovereign board of directors did not quantify or assign any relative weights to the factors
considered, and individual directors may have given different weights to different factors. The Sovereign board
of directors considered all these factors as a whole, including discussions with, and questioning of, Sovereign
management and Sovereign’s financial and legal advisors, and overall considered the factors to be favorable
to, and to support, its determination.

For the reasons set forth above, the Sovereign board of directors unanimously determined that the
transaction agreement and the transactions contemplated by the transaction agreement are advisable
and in the best interests of Sovereign, its shareholders and its other constituencies, and unanimously
approved and adopted the transaction agreement. The Sovereign board of directors unanimously
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recommends that the Sovereign shareholders vote “FOR” the approval and adoption of the transaction
agreement.

Opinion of Barclays, Financial Advisor to Sovereign

Sovereign engaged Barclays to act as its financial advisor in connection with the transaction and to render
its opinion with respect to the fairness, from a financial point of view, to Sovereign’s shareholders (other than
Santander or its affiliates) of the exchange ratio to be offered to such shareholders in the proposed transaction
under the circumstances applicable to Sovereign as of the date of the opinion.

On October 12, 2008, Barclays rendered its oral opinion to the Sovereign board of directors that, based
upon and subject to the factors and assumptions stated in that opinion and in its written opinion, from a
financial point of view, the exchange ratio to be offered to Sovereign’s shareholders was fair to such
shareholders (other than Santander or its affiliates, as to which Barclays expressed no opinion) under the
circumstances applicable to Sovereign as of the date thereof. Barclays subsequently confirmed the oral opinion
by delivery of its written opinion dated October 13, 2008.

The full text of Barclays’ October 13, 2008 opinion is attached as Annex C to this document. The opinion
outlines the procedures followed, assumptions made, matters considered and qualifications and limitations on
the review undertaken by Barclays in rendering its opinion. The description of the opinion set forth below is a
summary of the material terms of the opinion. Sovereign shareholders are urged to read the entire opinion
carefully in connection with their consideration of the proposed transaction.

This Barclays opinion was provided for the use and benefit of the Sovereign board of directors in
connection with its consideration of the proposed transaction. The opinion is not intended to be and does not
constitute a recommendation to any shareholder of Sovereign as to how such shareholder should vote with
respect to the transaction or any related matter. Barclays was not requested to opine as to, and its opinion does
not in any manner address, Sovereign’s underlying business decision to proceed with or effect the proposed
transaction. In addition, Barclays expressed no opinion on, and its opinion did not in any manner address, the
fairness of the amount or the nature of any compensation to any officers, directors or employees of any parties
to the proposed transaction, or any class of such persons, relative to the consideration to be offered to
Sovereign shareholders in the proposed transaction.

In arriving at its opinion, Barclays reviewed and analyzed: (1) the transaction agreement and the specific
terms of the proposed transaction, (2) the form of voting agreement, (3) the Investment Agreement (as
described on page 119), which contains, among other provisions, provisions restricting Sovereign’s ability to
encourage, facilitate or negotiate with respect to acquisition proposals by third parties and providing Santander
with certain rights (which we refer to as “first and last look rights”) to negotiate exclusively with Sovereign in
the event of an unsolicited acquisition proposal for Sovereign and to require Sovereign to approve any
Santander proposal that is at least as favorable as a third party proposal supported by Santander, (4) publicly
available information concerning Sovereign that Barclays believed to be relevant to its analysis, including the
Annual Report on Form 10-K for the fiscal year ended December 31, 2007 and Quarterly Reports on
Form 10-Q for the fiscal quarters ended March 31, 2008 and June 30, 2008, (5) preliminary financial results
of Sovereign for the fiscal quarter ended September 30, 2008, (6) publicly available information concerning
Santander that Barclays believed to be relevant to its analysis, including the Annual Report on Form 20-F for
the fiscal year ended December 31, 2007 and interim reports on Form 6-K with respect to the quarters ended
March 31, 2008 and June 30, 2008, (7) financial and operating information with respect to the business,
operations and prospects of Sovereign furnished to Barclays by Sovereign, including financial projections of
Sovereign prepared by management of Sovereign, (8) an assessment of the (i) current book value and the
tangible book value of Sovereign prepared by the management of Sovereign and (ii) current book value and
the tangible book value of Sovereign prepared by the management of Santander, (9) trading histories of the
Sovereign common stock and the Santander ordinary shares from October 10, 2005 to October 10, 2008 and a
comparison of those trading histories with those of other companies that Barclays deemed relevant, (10) a
comparison of the historical financial results and present financial condition of Santander with those of other
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companies that Barclays deemed relevant, and (11) published estimates of independent research analysts with
respect to the future financial performance of Santander.

In addition, Barclays had discussions with the management of Sovereign and Santander concerning their
respective businesses, operations, assets, liabilities, financial conditions and prospects and undertook such
other studies, analyses and investigations as Barclays deemed appropriate.

In arriving at its opinion dated October 13, 2008, Barclays assumed and relied upon the accuracy and
completeness of the financial and other information used by Barclays without any independent verification of
such information. Barclays further relied upon the assurances of management of Sovereign that they were not
aware of any facts or circumstances that would make such information inaccurate or misleading. With respect
to the financial projections of Sovereign, upon advice of Sovereign, Barclays assumed that such projections
were reasonably prepared on a basis reflecting the best currently available estimates and judgments of the
management of Sovereign as to the future financial performance of Sovereign. Barclays was not provided
with, and did not have any access to, financial projections of Santander prepared by management of Santander
and, with Sovereign’s consent, Barclays relied on published estimates of third party research analysts with
respect to Santander’s future financial performance. Accordingly, with Sovereign’s consent, Barclays assumed
that the published estimates of third party research analysts were a reasonable basis upon which to evaluate
the future financial performance of Santander and that Santander would perform substantially in accordance
with such estimates. Barclays assumed no responsibility for and expressed no view as to any such projections
or estimates with respect to Sovereign or the assumptions on which they were based. In arriving at its opinion,
Barclays did not conduct a physical inspection of the properties and facilities of Sovereign or Santander and
did not make or obtain any evaluations or appraisals of the assets or liabilities of Sovereign or Santander. The
Barclays opinion necessarily was based upon market, economic and other conditions as they existed on, and
could be evaluated as of, October 13, 2008. Barclays assumed no responsibility for updating or revising its
opinion based on events or circumstances occurring after the date of the opinion.

Barclays noted the unprecedented global market conditions impacting financial institutions, including the
severe consequences that result from a deterioration in consumer and investor confidence. In addition, Barclays
assumed, based on its discussions with Sovereign’s management and its other advisors, the following facts
relating to Sovereign’s liquidity and business prospects as of October 13, 2008:

• As a result of general market conditions and matters specific to Sovereign’s condition (financial and
otherwise), Sovereign was having difficulty accessing the capital markets, and this difficulty was
expected to continue for the foreseeable future.

• Sovereign had recently experienced intermittent but significant deposit outflows that reduced its cash
available to fund its future operations. Sovereign had concluded that, in light of volatile market
conditions and recent experiences of Sovereign’s industry peers, there was a significant risk that such
deposit outflows could recur and intensify at any time. There was substantial uncertainty as to whether
the collateral available to obtain loans from the Federal Home Loan Bank and the Federal Reserve
discount window would continue to be sufficient to meet Sovereign’s future liquidity needs.

• Neither the Federal Reserve nor the OTS had offered any financial assistance to Sovereign on a stand-
alone basis other than the Federal Home Loan Bank and Federal Reserve borrowings referred to above,
and Sovereign did not expect that any such financial assistance, including any equity investment by any
bank regulatory authority, would be available in the future.

In addition, Barclays assumed that (i) there was a likelihood that bank regulatory authorities could
conclude that Sovereign had insufficient capital to withstand future adverse market conditions and such
adverse developments could lead to an adverse action by applicable bank regulatory authorities, which could
have included possible receivership of Sovereign’s bank subsidiaries, and (ii) in the event of a receivership of
Sovereign’s bank subsidiaries, Sovereign would likely be required to seek protection from creditors under
federal bankruptcy laws.
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Barclays also assumed, based on information received from Sovereign regarding Sovereign’s business,
assets and liabilities, and without independent verification, that the holders of the Sovereign common stock
would likely receive no value in the event of a bankruptcy of Sovereign.

In light of the restrictions contained in the Investment Agreement, including the first and last look rights,
Barclays assumed, upon the advice of Sovereign, that no alternative purchase transaction was reasonably
available to Sovereign. In addition, Sovereign did not authorize Barclays to solicit, and Barclays did not
solicit, any indications of interest from any third party with respect to the purchase of all or a part of
Sovereign.

In determining the meaning of “fairness” for purposes of its opinion, Barclays took into account the
foregoing facts and assumptions, as well as the substantial existing equity stake of Santander in Sovereign and
the limited alternatives available to Sovereign in light of, among other things, the restrictions contained in the
Investment Agreement, including the first and last look rights.

Barclays expressed no opinion as to the prices at which (i) shares of Sovereign common stock or
Santander ordinary shares would trade at any time following the announcement of the proposed transaction or
(ii) Santander ordinary shares would trade at any time following the consummation of the proposed
transaction.

In connection with its oral opinion rendered at the meeting of the Sovereign board of directors held on
October 12, 2008 and subsequently confirmed in writing on October 13, 2008, Barclays delivered certain
financial analyses of the proposed merger to the Sovereign board of directors.

The following is a summary of the material valuation, situational, financial and comparative analyses
delivered to the Sovereign board of directors by Barclays in connection with its opinion. Some of the
summaries of financial analyses include information presented in tabular format. In order to fully understand
the financial analyses performed by Barclays, the tables must be read together with the accompanying text of
each summary. The tables alone do not constitute a complete description of the financial analyses, including
the methodologies and assumptions underlying the analyses, and if viewed in isolation could create a
misleading or incomplete view of the financial analyses performed by Barclays.

Sovereign Historical Stock Price Analysis. Barclays reviewed the historical daily high and low trading
prices of Sovereign common stock for the 52 weeks ending October 10, 2008. The analysis indicated that the
high and low trading prices of Sovereign common stock for the 52 weeks ending October 10, 2008 were
$17.89 and $2.20, respectively. The price of Sovereign common stock as of October 10, 2008 was $3.81,
which represented a price decline of 77.9% since October 10, 2007.

Sovereign Situational Analysis. Barclays noted that Sovereign faced unprecedented levels of financial
market instability and a difficult credit environment that negatively impacted its prospects. Sovereign’s stock
price had fallen approximately 60.6% since September 1, 2008, compared to 47.4% for Barclays’ bank index.
Moreover, on September 29, 2008, as the United States House of Representatives voted against the Troubled
Asset Relief Program, or TARP, Sovereign’s stock declined by 72% on concerns about capital and liquidity,
while, by comparison, the S&P Financial Index declined by 9%. Barclays also analyzed the impact of recent
market volatility on Sovereign’s capital and liquidity, noting that Sovereign’s deposits declined by approxi-
mately 4%, or $1.76 billion, during the week following September 29, 2008. Barclays noted Sovereign’s
deteriorating internal, non-public credit loss estimates: Sovereign’s 2008 “stress case” credit loss estimates
were $772 million in May 2008, and, as of October 12, 2008, these estimates were revised upwards to
$868 million and the 2009 “stress case” credit loss was estimated at $967 million. Additionally, Sovereign had
recorded losses of $576 million on its Government Sponsored Entity preferred securities portfolio and
$602 million on the sale of its collateralized debt obligation portfolio. Barclays also noted that Sovereign
expected to report a net loss for the third quarter of 2008 of approximately $982 million and a diluted loss of
$1.48 per share, resulting from securities impairments and high credit costs. Recent high profile regulatory
bank takeovers, including the seizure of Washington Mutual by the FDIC and the announced acquisition of
Wachovia by Citigroup in an FDIC-brokered deal, had preempted potential liquidity issues, despite those banks
being “well-capitalized” by regulatory standards. Washington Mutual’s and Wachovia’s most recent Core
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Capital and Tier 1 leverage ratios were 7.76% and 6.57%, respectively, at the time of their FDIC intervention,
compared to the regulatory “well-capitalized” minimum ratio of 5.0%. Other recent events reflecting the
market volatility included the government conservatorship of Fannie Mae and Freddie Mac, Bank of America’s
acquisition of Merrill Lynch, Lehman Brothers’ bankruptcy and the Federal Reserve’s two-year, $85 billion
loan to AIG in exchange for a 79.9% equity stake. Lastly, Barclays noted that the first and last look rights
under the Investment Agreement with Santander prevented Sovereign from soliciting acquisition proposals
from acquirers other than Santander under current circumstances.

Sovereign Discounted Cash Flow Analyses (Standalone Case). Barclays calculated a range of standalone
discounted cash flows for Sovereign using “base case” projections provided by the management of Sovereign.
For the base case, the analysis estimated a range of the present values per share of Sovereign common stock,
assuming earnings estimates for 2009, 2010, 2011, 2012 and 2013 of $0.20, $0.48, $0.58, $0.64 and $0.69 per
share, respectively. This analysis was based on the sum of (i) the present value of Sovereign dividendable
earnings, net of earnings necessary to maintain a constant tangible common equity to tangible assets ratio for
Sovereign of 5.5% (a customary tangible common equity to tangible common assets ratio for banking
institutions comparable to Sovereign), from January 1, 2009 through December 31, 2013 and (ii) the present
value of the terminal value of Sovereign common stock. In calculating the terminal value of Sovereign
common stock, Barclays applied multiples ranging from 10.0x to 12.0x to estimated 2014 earnings per share.
The free cash flow stream and the terminal value were then discounted back to October 12, 2008, using
discount rates ranging from 18.0% to 20.0%, which range Barclays viewed as appropriate for a company with
Sovereign’s risk characteristics. This analysis suggested a standalone equity value range of $5.71 to $6.95 per
share of Sovereign common stock.

In addition, Barclays conducted a standalone discounted cash flow analysis using “stress case” financial
projections provided by Sovereign’s management, which reflected earnings per share estimates for 2009, 2010,
2011, 2012 and 2013 of $(0.13), $0.30, $0.43, $0.48 and $0.52 per share, respectively, and otherwise using the
assumptions referred to the preceding paragraph. This analysis suggested a standalone equity value range of
$4.32 to $5.46 per share of Sovereign common stock.

Sovereign Discounted Cash Flow Analyses (Acquisition Case). Barclays conducted a discounted cash
flow analysis based on the “base case” financial projections provided by Sovereign management, assuming an
acquisition by Santander and cost savings of 5% of Sovereign’s general and administrative expense base for
2008 (75% of which were assumed to be realized in 2009 and 100% thereafter), and otherwise using the
assumptions used for the Sovereign “base case” standalone discounted cash flow analysis referred to in the
first paragraph under the caption “Sovereign Discounted Cash Flow Analyses (Standalone Case).” This analysis
suggested an implied value range of approximately $6.11 to $7.39 per share of Sovereign common stock.

In addition, Barclays conducted a discounted cash flow analysis using the assumptions referred to in the
preceding paragraph, but using the “stress case” financial projections provided by Sovereign management and
referred to in the second paragraph under the caption “Sovereign Discounted Cash Flow Analyses (Standalone
Case).” This analysis suggested an implied equity value range of approximately $4.72 to $5.90 per share of
Sovereign common stock.

Sovereign Discounted Cash Flow Analyses (Santander’s Adjustments). Barclays conducted a discounted
cash flow analysis based on the “base case” financial projections provided by Sovereign management,
incorporating an adjustment of ($2.9) billion to tangible common equity by Santander, reflecting Santander’s
assumed “fair value” adjustments to Sovereign’s balance sheet, and otherwise using the assumptions used for
the Sovereign “base case” standalone discounted cash flow analysis referred to in the first paragraph under the
caption “Sovereign Discounted Cash Flow Analyses (Acquisition Case).” This analysis suggested an implied
value range of approximately $3.17 to $4.51 per share of Sovereign common stock.

Santander Historical Stock Price Analysis. Barclays reviewed the historical daily high and low trading
prices of Santander ADSs for the 52 weeks ending October 10, 2008. The analysis indicated that the high and
low trading prices of Santander ADSs for the 52 weeks ending October 10, 2008 were $22.34 and $11.45,
respectively. The price of Santander ordinary shares as of October 10, 2008 represented a price decline of
33.8% since October 10, 2007. Barclays also examined the trading relationship between Santander ADSs on
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the New York Stock Exchange and Santander ordinary shares on the Madrid Stock Exchange for the 52 weeks
ending October 10, 2008. Barclays noted that there was a high level of correlation between the trading
performance of Santander ADSs and Santander ordinary shares. (For more information regarding the
characteristics of, and differences between, Santander ordinary shares and Santander ADSs, please refer to
“Description of Santander Ordinary Shares” and “Description of Santander American Depository Shares.”)

Santander Comparable Companies Analysis. Barclays compared financial information, ratios and public
market multiples for Santander to corresponding measures for seven European banks with assets over
$500 billion.

Barclays selected the following comparable companies:

• Royal Bank of Scotland

• Deutsche Bank

• Barclays

• BNP Paribas

• HSBC

• BBVA

• Lloyds

The financial information, ratios and public market multiples analyzed included:

• the return on average assets;

• the return on average equity;

• the ratio of fee income to operating revenue;

• net interest margin (defined as annualized net interest income as a percentage of average earning
assets);

• the efficiency ratio (the ratio of non-interest expenses to total revenue);

• the ratio of tangible equity to tangible assets;

• the ratio of core deposits (defined as total deposits less all time deposits) to total deposits;

• the ratio of loans to deposits;

• the ratio of non-performing loans (defined as loans on which interest is no longer accruing) to assets;

• the ratio of loan loss reserves to total loans;

• the ratio of net charge-offs (defined as loans charged-off net of recoveries of loans previously charged-
off) to average loans;

• the multiple of market price per share to 2009 estimated earnings per share;

• the multiple of market price per share to book value per share;

• the multiple of market price per share to tangible book value per share;

• the total deposit premium; and

• the core deposit premium (core deposits defined as total deposits less total time deposits).

For this analysis, Barclays used information obtained from SNL Financial, FactSet and publicly available
financial information, with financial data as of June 30, 2008 and stock market data as of October 10, 2008.
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The following tables summarize the results from the comparable companies analysis on Santander:

Performance Metrics Santander

Median of
Comparable
Companies

Return on Average Assets. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.06% 0.32%

Return on Average Equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18.6% 12.0%

Fee Income/Operating Revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 42.8% 48.3%

Net Interest Margin . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.20% 2.01%

Efficiency Ratio . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 42.3% 75.2%
Tangible Equity/Tangible Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.86% 2.26%

Core Deposits/Total Deposits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 50.6% 68.7%

Loans/Deposits. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 167.3% 100.7%

Non-Performing Loans/Assets. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.1% 2.0%

Loan Loss Reserves/Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.66% 0.99%

Net Charge-Offs/Average Loans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.55% 0.46%

Valuation Metrics Santander

Median of
Comparable
Companies

Multiple of Market Price to

2009 Estimated Earnings Per Share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.9x 4.2x

Book Value . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.04x 0.91x

Tangible Book Value . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.47x 1.39x

Premium to Total Deposits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15.4% 0.7%

Premium to Core Deposits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30.3% 1.1%

Barclays selected a range of median financial metrics described above and applied them to corresponding
financial data for Santander as of June 30, 2008 to calculate a standalone valuation range of $8.84 to $11.56
per Santander ordinary share. Barclays selected the European banks above because their global footprints,
businesses and operating profiles are reasonably similar to those of Santander. No comparable company
identified above is identical to Santander. A complete analysis involves complex considerations and qualitative
judgments concerning differences in financial and operating characteristics of the comparable companies and
other factors that could affect the public trading values of those comparable companies; mathematical analysis
(such as determining the mean or the median) is not in itself a meaningful method of using selected company
data.

Santander Discounted Cash Flow Analysis. Barclays calculated a range of discounted cash flows for
Santander using published estimates of third party research analysts with respect to Santander’s future financial
performance. The analysis estimated a range of the present values per share of Santander ordinary shares,
using 2009 and 2010 I/B/E/S earnings per share estimates of $2.09 and $2.34 per share (based on an exchange
rate of A1.3506 to 1 USD as of October 10, 2008) respectively, assumed to grow at an I/B/E/S estimated long
term annual growth rate of 7.63%. For the purposes of this analysis, Barclays estimated Santander’s current
financial position pro forma for the acquisitions of Alliance & Leicester and the branches and deposits of
Bradford & Bingley. The discounted cash flow analysis was based on the sum of (i) the present value of
Santander dividendable earnings, net of earnings necessary to maintain a constant tangible common equity to
tangible assets ratio for Santander of 4.0% (a customary tangible common equity to tangible common assets
ratio for banking institutions comparable to Santander), from January 1, 2009 through December 31, 2010 and
(ii) the present value of the terminal value of Santander ordinary shares. In calculating the terminal value of
Santander ordinary shares, Barclays applied multiples ranging from 3.5x to 5.5x to estimated 2014 earnings
per share. The free cash flow stream and the terminal value were then discounted back to October 12, 2008,
using discount rates ranging from 12.0% to 14.0%, which range Barclays viewed as appropriate for a company
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with Santander’s risk characteristics. This analysis suggested a standalone equity value range of $11.32 to
$16.08 per Santander ordinary share.

In connection with the review of the transaction by the Sovereign board of directors, Barclays performed
a variety of financial and comparable analyses for purposes of rendering their opinion and considered the
situational factors and factual assumptions described above. The above summary of these analyses does not
purport to be a complete description of the analyses performed by Barclays in arriving at its opinion. The
preparation of a fairness opinion is a complex process and is not susceptible to partial analysis or summary
description. In arriving at its opinion, Barclays considered the results of all of its analyses as a whole and did
not attribute any particular weight to any analysis or factor considered by it. Furthermore, Barclays believes
that the summary provided and the analyses described above must be considered as a whole and that selecting
any portion of its analyses, without considering all of them, would create an incomplete view of the process
underlying its analyses and opinion. As a result, the ranges of valuations resulting from any particular analysis
or combination of analyses described above were merely utilized to create points of reference for analytical
purposes and should not be taken to be the view of Barclays with respect to the actual value of Sovereign,
Santander or the combined company.

In performing its analyses, Barclays made numerous assumptions with respect to industry performance,
general business and economic conditions and other matters, many of which are beyond the control of
Barclays, Sovereign or Santander. Any estimates contained in the analyses of Barclays are not necessarily
indicative of future results or actual values, which may be significantly more or less favorable than those
suggested by such estimates. The analyses performed were prepared solely as part of the analyses of Barclays
with respect to the fairness, from a financial point of view, to Sovereign’s shareholders (other than Santander
or its affiliates) of the exchange ratio to be offered to such shareholders in the proposed transaction under the
circumstances applicable to Sovereign as of the date of the opinion, and were prepared in connection with the
delivery by Barclays of its opinion to the Sovereign board of directors. The analyses do not purport to be
appraisals or to reflect the prices at which the shares of Sovereign common stock will trade following the
announcement or completion of the transaction.

The consideration provided for in the transaction and other terms of the transaction were determined
through arms’-length negotiations between Sovereign and Santander and were approved by Sovereign’s board of
directors. Barclays provided advice to Sovereign during such negotiations. However, Barclays did not recommend
any specific form of consideration to Sovereign or that any specific form of consideration constituted the only
appropriate consideration for the transaction. The opinion of Barclays was one of many factors taken into
consideration by the Sovereign board of directors in making its determination to approve the transaction. The
analyses of Barclays summarized above should not be viewed as determinative of the opinion of the Sovereign
board of directors with respect to the value of Sovereign, Santander or the combined company or of whether the
Sovereign board of directors would have been willing to agree to different forms of consideration.

The Sovereign board of directors selected Barclays as its financial advisor because of its reputation as an
internationally recognized investment banking and advisory firm with substantial experience in transactions
similar to the merger and because Barclays is familiar with Sovereign and its business. As part of its
investment banking and financial advisory business, Barclays is continually engaged in the valuation of
businesses and their securities in connection with mergers and acquisitions, negotiated underwritings, compet-
itive biddings, secondary distributions of listed and unlisted securities, private placements and valuations for
corporate and other purposes. Barclays provides a full range of financial advisory and securities services.
Barclays has performed various investment banking and financial services for Santander in the past, and
expects to perform such services in the future, and has received, and expects to receive, customary fees for
such services. Specifically, in the two years preceding the delivery of the opinion, in the ordinary course of its
business, Barclays performed various investment banking and financial services for Santander for fees totaling
an estimated $35 million. In the ordinary course of its business, Barclays actively trades in the securities of
Sovereign and Santander and certain of their respective subsidiaries for Barclays’ own account and for the
accounts of its customers and, accordingly, may at any time hold a long or short position in such securities.
During the past two years, Barclays earned approximately $30.2 million in interest fees and other costs from
Sovereign for an approximately $1.5 billion loan it made to Sovereign (now terminated) and earned
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approximately $116,000 in fees from Sovereign for establishing a conduit for issuing up to approximately
$1.5 billion in commercial paper.

On September 22, 2008, certain assets of Lehman Brothers, including its North American investment
banking franchise, were acquired by Barclays. Prior to that acquisition, certain members of the financial
advisory team engaged by Sovereign in connection with the transaction were employees of Lehman Brothers,
which had been engaged by Sovereign in April 2008 in connection with Sovereign’s public offering of
common stock and the offering by Sovereign Bank of its subordinated debt. Lehman Brothers received
approximately $46 million in compensation in connection with those offerings.

Pursuant to an engagement letter between Sovereign and Barclays, Sovereign agreed to pay Barclays an
initial cash fee of $4,000,000 upon the execution of the transaction agreement and a contingent cash fee equal
to 0.50% of an amount equal to the total number of shares of Sovereign common stock outstanding
immediately prior to the completion of the proposed transaction multiplied by the per share consideration paid
for such shares (with the minimum for such contingent fee set at $15,000,000) upon completion of the
transaction, less, to the extent paid, the initial cash fee. The contingent fee is dependent upon the completion
of the transaction. Sovereign also agreed to reimburse Barclays for its reasonable out-of-pocket expenses
incurred in connection with the engagement and to indemnify Barclays and its related parties from and against
certain liabilities, including liabilities under the federal securities laws. Based on information available as of
December 12, 2008, the latest practicable date prior to the date of this document, the contingent fee amount is
estimated to be $15,000,000.

Santander’s Reasons for the Transaction

Santander’s reasons for entering into the transaction agreement and agreeing to acquire all of the shares
of Sovereign common stock that it does not already own include the following:

• The transaction will allow Santander to convert its minority equity stake in Sovereign into control of
100% of Sovereign’s outstanding voting shares and control of the Sovereign board of directors;

• The acquisition of Sovereign furthers Santander’s objective of expanding the geographical diversifica-
tion of the Santander group;

• The acquisition will allow Santander to enter the United States commercial and retail banking market
in a region that Santander considers demographically attractive;

• Sovereign has a strong market share of deposits in five of the eight states in which it operates and
Sovereign’s business model is focused on consumer and small business banking, both of which are
consistent with Santander’s overall strategy;

• Completion of the transaction will not have a significant adverse effect on Santander’s capital or capital
ratios;

• Santander believes that its track record of successfully completing acquisitions, its knowledge of
Sovereign’s business and its expertise as one of the world’s leading retail and commercial banks will
allow Santander to improve the Sovereign business and its efficiency and to grow that business in a
manner that is in the best interests of the combined company, its depositors, customers, employees and
other constituencies;

• The transaction complies with Santander’s financial criteria for acquisitions, which are: (a) being
accretive to shareholders in a reasonable period of time as determined by Santander and (b) to have a
return on investment superior to Santander’s cost of capital. Santander expects to meet these objectives
and to maintain at all times capital ratios above applicable regulatory requirements and in line with
sector peers;

• That Santander believed the transaction will benefit Sovereign’s depositors, customers and the commu-
nities in which Sovereign operates;
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• That Sovereign, as a result of general market conditions and matters specific to Sovereign’s condition
(financial and otherwise), was having difficulty accessing the capital markets, and that absent the
transaction this difficulty was expected to continue for the foreseeable future; and

• That Sovereign experienced intermittent but significant deposit outflows that had reduced its cash
available to fund its future operations, and that in light of volatile market conditions and recent
experiences of Sovereign’s industry peers, there was a perceived significant risk that absent the
transaction such deposit outflows could recur and intensify at any time.

Interests of Sovereign’s Executive Officers and Directors in the Transaction

In considering the recommendation of the Sovereign board of directors with respect to the transaction
agreement, Sovereign’s shareholders should be aware that Sovereign’s executive officers and directors have
interests in the transaction that may be different from, or in addition to, those of Sovereign’s shareholders
generally. The Sovereign board of directors was aware of these interests and considered them, among other
matters (see “Sovereign’s Reasons for the Transaction; Recommendation of the Sovereign Board of Direc-
tors”), in reaching its decisions to approve the transaction agreement and to recommend that Sovereign’s
shareholders vote in favor of the proposal to adopt and approve the transaction agreement.

As summarized below, Sovereign’s executive officers and certain of its directors will be entitled to
specified payments and benefits with respect to their equity-based awards and deferred compensation upon the
closing of the transaction, and Sovereign’s executive officers will be entitled to specified payments and
benefits in the event of specified terminations of their employment following the transaction. Sovereign’s
executive officers and directors also will be entitled to indemnification and officers’ and directors’ liability
insurance coverage following the transaction. For estimates of the amounts of the executive officers’ payments
and benefits, please see below under “Estimated Amounts of Transaction — Related Payments and Benefits.”
For estimates of the amounts of the directors’ payments, please see below under “Deferred Compensation.”

The following executive officers and directors will be entitled to payments and benefits in connection
with the transaction:

• Paul A. Perrault. Incoming President and Chief Executive Officer (commencing not later than
January 3, 2009).

• Kirk W. Walters. Interim President, Interim Chief Executive Officer and Chief Financial Officer
through January 2, 2009 (or, if earlier, the commencement of Mr. Perrault’s employment). Thereafter,
Senior Executive Vice President, Chief Financial Officer and Chief Administrative Officer.

• Salvatore J. Rinaldi. Executive Vice President and Chief of Staff to the Chief Executive Officer.

• Patrick J. Sullivan. Managing Director of Commercial Banking.

• M. Robert Rose. Credit Risk Management Officer and Executive Vice President of Sovereign and
Regulation O Officer of Sovereign Bank.

• Roy J. Lever. Managing Director of Retail Banking.

• Matthew A. Kerin. Managing Director of Corporate Specialties Group.

• Thomas D. Cestare. Executive Vice President and Chief Accounting Officer.

• Cameron C. Troilo, Sr. Director.

• P. Michael Ehlerman. Director.

• Brian Hard. Director.

• Andrew C. Hove, Jr. Director.
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Payments and Benefits upon the Closing of the Transaction

Equity-Based Awards

In connection with the transaction, the equity-based awards (vested and unvested) held by Sovereign’s
executive officers and directors will be treated as follows:

Stock Options. At the time the reincorporation merger becomes effective, each then-outstanding option
to acquire shares of Sovereign common stock held by Sovereign’s executive officers and directors (whether
vested or unvested) will be canceled in exchange for the right to promptly receive a cash payment in an
amount equal to the product of (i) the excess, if any, of the cash value of one share of common stock of
Sovereign Virginia, determined at the time that the reincorporation merger becomes effective, over the
applicable exercise price per share of Sovereign common stock of such option, and (ii) the number of shares
of Sovereign common stock that the executive officer or director could have purchased (assuming full vesting
of such option) had the executive officer or director exercised such option in full immediately prior to the time
that the reincorporation merger becomes effective.

All of the options currently held by Sovereign’s executive officers and directors were granted at exercise
prices that are at or above $5.25. If the cash value of one share of common stock of Sovereign Virginia is
$5.25 or lower at the time the reincorporation merger becomes effective, the executive officers and directors
will not receive any cash payments upon cancellation of their stock options.

Under the terms of his employment agreement, Mr. Perrault will be granted a stock option upon
commencement of his employment with Sovereign. The option will be granted at an exercise price equal to
the fair market value of a share of Sovereign common stock as of the date of grant. Therefore, until the option
is granted, it will not be possible to determine whether Mr. Perrault will receive a cash payment upon
cancellation of the option.

The following table sets forth the number of vested and unvested options that Sovereign’s executive
officers and directors will hold at the time the reincorporation merger becomes effective, assuming that the
reincorporation merger becomes effective on January 31, 2009 and that the executive officers and directors are
not granted any additional stock options prior to such date:

Executive Officer/Director Vested Unvested Total

Mr. Perrault . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0 1,000,000 1,000,000

Mr. Walters . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0 300,000 300,000

Mr. Rinaldi . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 89,026 0 89,026

Mr. Sullivan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26,250 0 26,250
Mr. Rose . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24,726 4,731 29,457

Mr. Kerin . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,200 20,800 26,000

Mr. Cestare . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0 26,250 26,250

Mr. Troilo . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100,800 0 100,800

Restricted Stock. At the time the reincorporation merger becomes effective, each restricted share of
Sovereign common stock held by Sovereign’s executive officers will become fully vested and will be treated
in the transaction in the same manner as each other share of Sovereign common stock. Assuming that the
reincorporation merger becomes effective on January 31, 2009 and that the executive officers are not granted
any additional restricted shares prior to such date, the executive officers will hold the following number of
restricted shares at the time the reincorporation merger becomes effective: Mr. Perrault (200,000), Mr. Walters
(100,000), Mr. Rinaldi (83,133), Mr. Sullivan (72,971), Mr. Rose (37,482), Mr. Lever (43,860), Mr. Kerin
(54,992) and Mr. Cestare (27,598).

Stock Appreciation Rights. Mr. Walters holds unvested stock appreciation rights, or SARs, with respect
to 700,000 shares of Sovereign common stock. Upon exercise of the SARs, Mr. Walters will receive a cash
payment in an amount equal to (i) the closing trading price of a share of Sovereign common stock on the date
of exercise minus (ii) the $5.62 exercise price of the SARs multiplied by (iii) the 700,000 shares covered by
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the SARs. The SARs will become fully vested upon the closing of the transaction. If the cash value of one
share of common stock of Sovereign Virginia is $5.62 or lower at the time the reincorporation merger becomes
effective, Mr. Walters will not receive a cash payment with respect to the SARs.

Restricted Stock Units. Mr. Walters also holds unvested restricted stock units, or RSUs, with respect to
180,995 shares of Sovereign common stock. Upon a “change in control” (defined to include transactions such
as the proposed transaction), the RSUs will become fully vested and payable in cash to Mr. Walters.

Deferred Compensation

Prior to 2007, Sovereign’s executive officers were eligible to defer between 25% and 50% of their annual
bonuses. Sovereign provided a 100% match of the amounts deferred. The amounts deferred and the matching
contributions were placed in a grantor trust and are invested in shares of Sovereign common stock. The
executive officers ordinarily vest in the deferrals, matching contributions and earnings thereon after five years
but will become fully vested in these amounts upon the closing of the transaction pursuant to the existing
terms of the deferred arrangements.

Each member of the Sovereign board of directors who was a member of the Sovereign board of directors
as of October 1, 2005 is entitled to receive a retirement payment upon termination of service, provided that
the director completes 10 years of service and attains age 65 prior to termination. The retirement payment is
generally determined by reference to the director’s years of service on the Sovereign board of directors and
the highest annual retainer paid to the director as of September 30, 2005. Upon the closing of the transaction,
however, pursuant to the existing terms of the retirement arrangements, each director who has completed five
or more years of service will be entitled to the retirement payment without having to meet the age and service
requirements discussed above. Assuming the transaction closes on January 31, 2009, the following directors
will, as of such date, be entitled to the following payments by reason of having completed five or more years
of service: Mr. Ehlerman ($355,853), Mr. Hard ($857,293) and Mr. Hove ($357,773).

Payments and Benefits upon Termination of Employment

Sovereign has entered into an employment agreement or change in control agreement with each of its
executive officers that provides for a lump sum cash severance payment and medical and health benefit
continuation in the event of specified terminations of the executive officer’s employment following a change in
control. For purposes of these agreements, the transactions contemplated by the transaction agreement will
constitute a change in control. The payments and benefits provided to each of Messrs. Walters and Perrault are
subject to the executive officer’s compliance with the restrictive covenants set forth in his agreement and his
execution of a release of claims against Sovereign. For the definitions of “good reason” under these
agreements, please see below.

Severance Payments

Mr. Perrault. If a “change in control” (defined to include transactions such as the proposed transaction)
occurs after the commencement of Mr. Perrault’s employment with Sovereign and his employment is
subsequently terminated at any time by Sovereign without cause or by him for good reason, he will be entitled
to a lump sum cash severance payment in an amount equal to the sum of:

• three times his then-current base salary,

• three times his target annual bonus, and

• a pro-rata annual bonus based on (i) the number of days he was employed by Sovereign during the
calendar year in which such termination occurred and (ii) the actual performance of Sovereign.

Mr. Walters. If at any time after a “change in control” (defined to include transactions such as the
proposed transaction), or within three months prior thereto, Mr. Walters’ employment is terminated by
Sovereign without cause or by him for good reason, he will be entitled to a lump sum cash severance payment
in an amount equal to the sum of:

• three times his then-current base salary,
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• three times the greater of (i) his annual bonus earned for the most recently completed calendar year
prior to such termination or (ii) the average of his annual bonuses earned for the three most recently
completed calendar years prior to such termination (or, if not applicable, his target annual bonus), and

• a pro-rata annual bonus based on (i) the number of days he was employed by Sovereign during the
calendar year in which such termination occurred and (ii) the actual performance of Sovereign.

Mr. Rinaldi. If at any time prior to April 14, 2010 Mr. Rinaldi’s employment is terminated by Sovereign
without cause or by him for good reason, he will be entitled to a lump sum cash severance payment in an
amount equal to three times the sum of:

• the highest annualized base salary paid to him during the year of such termination or the immediately
preceding two calendar years, and

• the greater of (i) his target bonus for the year of such termination or (ii) the highest bonus paid to him
with respect to one of the three calendar years immediately preceding the year of such termination.

Messrs. Sullivan and Lever. If at any time prior to October 14, 2010 the employment of Messrs. Sullivan
or Lever is terminated by Sovereign without cause or by the executive officer for good reason, he will be
entitled to a lump sum cash severance payment in an amount equal to two times the sum of:

• the highest annualized base salary paid to him during the year of such termination or the immediately
preceding two calendar years, and

• the greater of (i) his target bonus for the year of such termination or (ii) the highest bonus paid to him
with respect to one of the three calendar years immediately preceding the year of such termination.

Messrs. Rose, Kerin and Cestare. If on or at any time within 24 months after a “change in control”
(defined to include transactions such as the proposed transaction) the employment of Messrs. Rose, Kerin or
Cestare is terminated by Sovereign without cause or by the executive officer for good reason, he will be
entitled to a lump sum cash severance payment in an amount equal to two times the sum of:

• the highest annualized base salary paid to him during the year of such termination or the immediately
preceding two calendar years, and

• the greater of (i) his target bonus for the year of such termination or (ii) the highest bonus paid to him
with respect to one of the two calendar years immediately preceding the year of such termination.

Each executive officer’s right to terminate his employment for “good reason” would generally be
triggered upon (i) a reduction in the executive officer’s title, (ii) a material diminution in the executive officer’s
duties or (iii) the executive officer not being provided with compensation and benefits reasonably comparable
to his compensation package prior to the transaction. Each of Messrs. Perrault and Walters also has the right
to terminate his employment for good reason upon his not being named the officer with the same titles at
Santander after the transaction as he held at Sovereign prior to the transaction.

Benefits Continuation

Each of Sovereign’s executive officers is entitled to continued medical and health benefits upon any
termination of his employment that would trigger his entitlement to the cash severance payment described
above. The benefit continuation period is three years, for Messrs. Perrault, Walters and Rinaldi, and two years,
for Messrs. Sullivan, Rose, Lever, Kerin and Cestare.

Excise Tax Gross-Ups and Additional Payments

Each of Messrs. Perrault, Walters and Rinaldi is entitled to a gross-up payment if the executive officer
becomes subject to golden parachute excise taxes under Section 4999 of the Code with respect to payments
and benefits that he receives in connection with the transaction. The gross-up payment is intended to provide
the executive officer with a net amount of payments and benefits that is equal to the amount of the payments
and benefits that he would have received in connection with the transaction had he not been subject to such
excise taxes.
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The amount of transaction-related payments and benefits provided to each of Messrs. Sullivan, Rose,
Lever, Kerin and Cestare will be reduced to the extent necessary to avoid his becoming subject to excise taxes
under Section 4999 of the Code. In the event of such reduction, the executive officer may elect to be bound by
the non-competition restrictions set forth in his employment or change in control agreement in exchange for a
reasonable additional payment in an amount determined by Sovereign, provided that such additional payment
amount shall not exceed the total amount of any such reduction.

Estimated Amounts of Transaction-Related Payments and Benefits

The following table sets forth the estimated amounts of the payments and benefits described above that
Sovereign’s executive officers will receive upon the transaction or in the event of specified terminations of
their employment following the transaction. The amounts set forth in this table assume that the transaction
will close on January 31, 2009 at a per-share transaction price of $3.81 and that the executive officers’
employment will be terminated immediately thereafter. ($3.81 was the implied transaction price per share of
Sovereign common stock as of October 10, 2008, the last full trading day of Santander ADSs prior to the
announcement of the transaction. The actual per share implied transaction price per will vary based on the
market price of Santander ADSs upon the closing of the transaction.) The actual amounts of these payments
and benefits can only be determined at the time of the closing of the transaction or termination of
employment, as applicable, and may differ materially from the amounts set forth below.

Executive Officer

Accelerated
Vesting of

Equity
($)

Accelerated
Vesting of
Deferred

Compensation
($)

Cash
Severance

($)(1)

Benefits
Continuation

($)

Excise Tax
Gross-Up

($)
Total

($)

Mr. Perrault(2)
Closing . . . . . . . . . . 762,000(3) — — — — 762,000
Termination . . . . . . . — — 4,861,370 43,317 2,252,291(4) 7,157,578

Mr. Walters
Closing . . . . . . . . . . 1,070,439 — — — — 1,070,439
Termination . . . . . . . — — 4,257,534 43,317 2,359,795 6,660,646

Mr. Rinaldi
Closing . . . . . . . . . . 316,737 20,100 — — — 336,837
Termination . . . . . . . — — 2,116,800 43,317 968,288 3,128,405

Mr. Sullivan
Closing . . . . . . . . . . 278,020 36,607 — — — 314,627
Termination . . . . . . . — — 1,344,380 29,153 — 1,373,533

Mr. Rose
Closing . . . . . . . . . . 142,806 20,420 — — — 163,226
Termination . . . . . . . — — 960,513 29,153 — 989,667

Mr. Lever
Closing . . . . . . . . . . 167,107 — — — — 167,107
Termination . . . . . . . — — 1,176,000 29,153 — 1,205,153

Mr. Kerin
Closing . . . . . . . . . . 209,520 — — — — 209,250
Termination . . . . . . . — — 1,344,751 29,153 — 1,373,904

Mr. Cestare
Closing . . . . . . . . . . 105,148 8,854 — — — 114,002
Termination . . . . . . . — — 792,094 29,153 — 821,247

(1) With respect to each of Messrs. Sullivan, Rose, Lever, Kerin and Cestare, the estimated amount of cash
severance includes the estimated maximum additional payment (assuming that the transaction closes on
January 31, 2009 at a per-share transaction price of $3.81 and that the executive officers’ employment will
be terminated immediately thereafter) that the executive may receive in the event that the executive elects
to be bound by non-competition restrictions under the circumstances described under “Excise Tax
Gross-Ups and Additional Payments,” above.
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(2) If the closing of the transaction occurs prior to the commencement of Mr. Perrault’s employment with Sov-
ereign, Mr. Perrault’s employment agreement will not become effective and he will not be entitled to the
amounts set forth in this table. Instead, he will be entitled to (i) an aggregate cash payment in an amount
equal to the sum of his base salary and 100% of his target annual bonus and (ii) 66,667 shares of Sover-
eign common stock. The estimated amount of the cash payment is $1,600,000 and the estimated aggregate
value of the Sovereign shares, assuming a per-share price of $3.81, is $254,001.

(3) Under the terms of his employment agreement, Mr. Perrault will be granted a stock option upon com-
mencement of his employment with Sovereign. The option will be granted at an exercise price equal to
the fair market value of a share of Sovereign common stock as of the date of grant. As discussed above,
prior to the grant of the option, it is not possible to determine whether Mr. Perrault will receive a cash pay-
ment upon cancellation of the option. Therefore, this estimated value of accelerated equity does not reflect
the value of acceleration, if any, of the option.

(4) As discussed in footnote 3, under the terms of his employment agreement, Mr. Perrault will be granted a
stock option upon commencement of his employment with Sovereign. This estimated gross-up amount
assumes that the exercise price of the option is $3.81, the implied transaction price per share of Sovereign
common stock as of October 10, 2008.

Indemnification and Insurance

The transaction agreement provides that, for six years after the effective time of the share exchange,
Sovereign Virginia shall, to the fullest extent permitted by applicable law, indemnify, defend and hold
harmless, and provide advancement of expenses to, each person who is now or has been at any time prior to
October 13, 2008 or who becomes prior to the effective time of the share exchange, an officer or a director of
Sovereign or any of its subsidiaries, including Sovereign Virginia, each such person, referred to herein as an
indemnified person, against all losses, claims, damages, costs, expenses, liabilities or judgments or amounts
that are paid in settlement of or in connection with any claim, action, suit, proceeding or investigation based
in whole or in part on, or arising in whole or in part out of, the fact that such person is or was a director or
officer of Sovereign or any of its subsidiaries, and pertaining to any matter existing or occurring, or any acts
or omissions occurring, at or prior to the effective time of the share exchange, whether asserted or claimed
prior to, or at or after, the effective time of the share exchange, to the same extent such persons are
indemnified or have the right to advancement of expenses as of the date of the transaction agreement by
Sovereign pursuant to Sovereign’s charter, bylaws and existing indemnification agreements with certain
directors and officers of Sovereign and its subsidiaries.

In addition, the transaction agreement provides that Santander shall cause Sovereign Virginia to continue
in full force and effect for a period of six years from the effective time of the share exchange the provisions in
existence in Sovereign’s charter and bylaws regarding elimination of liability of directors, indemnification of
officers, directors and employees and advancement of expenses.

The transaction agreement also provides that, for six years after the effective time of the share exchange,
Sovereign Virginia shall provide officers’ and directors’ liability insurance in respect of acts or omissions
occurring prior to the effective time of the share exchange covering each indemnified person currently covered
by Sovereign’s officers’ and directors’ liability insurance policy on terms with respect to coverage and amount
no less favorable than those of such policy in effect on the date hereof (provided, that Sovereign may elect to
purchase a six-year prepaid “tail policy” on terms and conditions reasonably acceptable to Santander providing
substantially equivalent benefits to the indemnified persons) (in each case, to the extent commercially
available); provided that, in satisfying its obligations, Sovereign Virginia shall not be obligated to pay in the
aggregate in excess of 300% of the amount per annum Sovereign paid in its last full fiscal year; and provided
further that, if the aggregate premiums of such insurance coverage exceed such amount, Sovereign Virginia
shall be obligated to obtain a policy with the greatest coverage available, with respect to matters occurring
prior to the effective time of the share exchange, for a cost not exceeding such amount.
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Regulatory Approvals Required for the Transaction

Santander and Sovereign have agreed to use their reasonable best efforts to obtain all regulatory approvals
or clearances required to complete the transaction. These approvals include approval or clearance from the
Federal Reserve Board, FINRA and the Bank of Spain. Santander and Sovereign have completed, or will
complete, the filing of all applications and notifications required in order to complete the transaction.

Regulatory Approvals in the United States

Federal Reserve Board. The transaction is subject to prior approval by the Federal Reserve Board under
Section 4 of the Bank Holding Company Act of 1956, as amended, referred to as the BHCA.

Under Section 4 of the BHCA, the Federal Reserve Board must consider whether the transaction can
reasonably be expected to produce benefits to the public (such as greater convenience, increased competition,
and gains in efficiency) that outweigh possible adverse effects (such as undue concentration of resources,
decreased or unfair competition, conflicts of interest, and unsound banking practices). The Federal Reserve
Board will consider Santander and Sovereign’s financial and managerial resources, the effects of the
transaction on those resources, as well as Santander and Sovereign’s management expertise, internal control
and risk-management systems, and capital. The Federal Reserve Board will also consider the effect of the
transaction on the convenience and needs of the communities to be served, including Santander and
Sovereign’s compliance under the Community Reinvestment Act of 1977, and their effectiveness in combating
anti- money laundering activities. Each of the depository institution subsidiaries of Santander and Sovereign
has received an outstanding rating in its most recent Community Reinvestment Act examination from its
federal regulator.

The Federal Reserve Board will furnish notice and a copy of the application for approval of the
transaction to the Director of the Office of Thrift Supervision, the primary federal regulator of Sovereign
Bank, which will have a maximum of 30 days to submit its comments and recommendations to the Federal
Reserve Board. The Federal Reserve Board frequently receives comments and protests from community groups
and others and may, in its discretion, choose to hold public hearings or a meeting on the application. Any
hearing or meeting could prolong the period during which the application is under review by the Federal
Reserve Board. The Federal Reserve Board approved the transaction on December 10, 2008.

Other Approvals and Notices. Approvals from or notices to certain other regulatory authorities also will
be required in connection with the changes, as a result of the transaction, in the ownership of certain
businesses controlled by Sovereign. An ownership change regarding Sovereign Securities Corporation LLC, a
registered broker-dealer controlled by Sovereign, is subject to review by FINRA. A change in control of
Sovereign’s insurance subsidiaries is subject to the receipt of any necessary approvals from, or notice to,
various U.S. state insurance regulatory authorities.

Other than the approvals already obtained, Santander and Sovereign cannot assure you that all of the
regulatory approvals described above and below will be obtained and, if obtained, they cannot assure you as to
the timing of such approvals or their ability to obtain the approvals on satisfactory terms. Santander and
Sovereign also cannot assure you of the absence of litigation challenging the regulatory approvals described
above. Santander and Sovereign also cannot assure you that the Department of Justice will not attempt to
challenge the transaction on antitrust grounds or for other reasons and, if such a challenge is made, they
cannot assure you as to its result. The parties’ obligation to complete the transaction is conditioned upon the
receipt of all required regulatory approvals. See “The Transaction Agreement — Conditions to Complete the
Transaction.”

Santander and Sovereign are not aware of any material governmental approvals or actions that are
required for completion of the transaction other than those described above and below. It is presently
contemplated that if any such additional governmental approvals or actions are required, those approvals or
actions will be sought. There can be no assurance, however, that any additional approvals or actions will be
obtained.
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Regulatory Approvals in Spain

Bank of Spain. Pursuant to Spanish Law 26/1988 (July 29, 1988), as amended, and Royal Decree
1245/1995 (July 14, 1995), as amended, the acquisition by a Spanish bank of an interest in a credit institution
domiciled in a country that is not a member of the European Union requires prior authorization from the Bank
of Spain.

The Bank of Spain must render its decision within three months from receipt of all of the information
requested. Failure to render its decision within that period will be considered a rejection of the proposed
acquisition.

In addition, Santander must notify the Bank of Spain of its intention to increase its capital stock under
the Order dated September 20, 1974 and Bank of Spain Circular no. 97/1974 (October 20, 1974). The Bank of
Spain may oppose the capital increase within fifteen calendar days from the date of filing of the notice. If the
Bank of Spain does not notify its opposition within that period, Santander can proceed with the planned
capital increase.

Pursuant to Spanish Law 24/1988 (July 28, 1988), as amended, and Royal Decree 1310/2005 (November 4,
2005), the issue of new Santander ordinary shares does not require prior administrative authorization.
Santander will, however, have to comply with certain information requirements, have registered with the
National Securities Market Commission of Spain (Comisión Nacional del Mercado de Valores), referred to as
the CNMV, an information prospectus or make available information that is considered by the CNMV to be
equivalent to that of a prospectus and make other filings with the CNMV for purposes of having the Santander
ordinary shares to be received by Sovereign shareholders (or underlying the Santander ADSs to be received by
the Sovereign shareholders, as applicable) listed in the Spanish Stock Exchanges.

Board of Directors and Executive Officers of the Combined Company

Upon completion of the transaction, the board of directors and executive officers of Santander will remain
the same. See Santander’s 2007 Form 20-F for further information concerning the board of directors and
executive officers of Santander.

Appraisal Rights/Dissenters’ Rights

Holders of Sovereign common stock have no dissenters’ rights. The following applies to only the holders
of Sovereign Series C preferred stock who elect to exercise dissenters’ rights.

Under Section 1930 and Subchapter D of Chapter 15, or Subchapter D, of the Pennsylvania Business
Corporation Law, or the BCL, the holders of any class or series of shares of a corporation are not entitled to
exercise dissenters rights if the shares of the corporation are listed on a national securities exchange.
Consequently, because Sovereign common stock is currently listed on NYSE, which is a national securities
exchange, the holders of Sovereign common stock will not have the right to exercise dissenters’ rights in
connection with the proposed transaction.

Subchapter D further provides that holders of any preferred or special class of securities will be granted
dissenters rights, even if they otherwise would be denied such rights under the provision described above,
unless the holders of the preferred or special class of securities are granted the right to vote separately as a
class to approve the proposed transaction. Because the holders of Sovereign Series C preferred stock are not
entitled to vote to approve the proposed transaction, holders of shares of Sovereign preferred stock are entitled
to dissent from approval of the transaction and demand payment of the fair value of their shares in accordance
with the procedures under Subchapter D.

A summary of the rights of dissenting preferred shareholders follows. This summary is qualified in its
entirety by reference to the full text Section 1930 and Subchapter D, which is provided as Annex D to this
document, and which sets forth the applicable dissenters’ rights provisions under the BCL. Any holder of
Sovereign Series C preferred stock who desires to exercise dissenters’ rights should review carefully
Subchapter D and is urged to consult a legal advisor before electing or attempting to exercise those dissenters’
rights.
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Subject to the exceptions stated below, holders of Sovereign Series C preferred stock who comply with
the applicable procedures summarized below will be entitled to dissenters’ rights under Subchapter D.

Holders of Sovereign Series C preferred stock who follow the procedures of Subchapter D will be entitled
to receive from Sovereign the fair value of their shares, immediately before the completion of the transaction.
Fair value takes into account all relevant factors but excludes any appreciation or depreciation in anticipation
of the transaction. Holders of Sovereign Series C preferred stock who elect to exercise their dissenters’ rights
must comply with all of the procedures to preserve those rights under Subchapter D.

Shares Eligible for Dissenters’ Rights

Generally, if an owner of preferred stock chooses to assert dissenters’ rights, the owner must dissent as to
all of the shares of Sovereign Series C preferred stock he or she owns. The BCL distinguishes between record
holders and beneficial owners. A holder may assert dissenters’ rights as to fewer than all the shares of
Sovereign Series C preferred stock registered in his or her name only if he or she is not the beneficial owner
of the shares of Sovereign Series C preferred stock with respect to which he or she does not exercise
dissenters’ rights.

Record Holder Who is Not the Beneficial Owner

A record holder may assert dissenters’ rights on behalf of the beneficial owner. If a holder is a record
owner and wishes to exercise dissenters’ rights on behalf of the beneficial owner, the holder must disclose the
name and address of the person or persons on whose behalf he or she dissents. In that event, the holder’s
rights shall be determined as if the dissenting shares and the other shares were registered in the names of the
beneficial owners.

Beneficial Owner Who is Not the Record Holder

A beneficial owner of Sovereign Series C preferred stock who is not also the record holder may assert
dissenters’ rights. A person who is a beneficial owner but who is not the record holder who wishes to assert
his or her dissenters’ rights must submit a written consent of the record holder to the Secretary of Sovereign
prior to the vote. A person may not dissent with respect to some but less than all shares of Sovereign Series C
preferred stock he or she owns.

Dissenters’ Rights Procedures for Series C Preferred Shareholders

Notice of Intention to Dissent. If a person wishes to exercise dissenters’ rights, with respect to Series C
preferred stock, he or she must follow the procedures set forth in Annex D. He or she must file a written
notice of intention to demand the fair value of his or her shares of Sovereign Series C preferred stock with the
Secretary of Sovereign prior to the vote. He or she must not make any change in his or her beneficial
ownership of shares of Sovereign Series C preferred stock from the date he or she files the notice until the
effective date of the transaction.

Notice of Approval. If the Sovereign common shareholders approve the transaction, Sovereign will mail
a notice to all dissenting preferred shareholders who filed a notice of intention to dissent prior to the vote on
the transaction proposal. Sovereign expects to mail the notice of approval promptly after the transaction. The
notice of approval will state where and when a demand for payment must be sent and where the certificates
for eligible preferred shares must be deposited in order to obtain payment. The notice of approval will also
supply a form for demanding payment which includes a request for certification of the date on which the
holder, or the person on whose behalf the holder dissents, acquired beneficial ownership of the shares of
Sovereign Series C preferred stock. The demand form will be accompanied by a copy of Subchapter D.

If a person asserts his or her dissenters’ rights, he or she must ensure that Sovereign receives his or her
demand form and his or her certificates on or before the demand deadline. All mailings to Sovereign are at the
dissenters’ risk. Accordingly, Sovereign recommends that a notice of intention to dissent, demand form and
stock certificates be sent by certified mail, by overnight courier or by hand delivery.

67



If a person fails to file a notice of intention to dissent, fails to complete and return the demand form, or
fails to deposit preferred stock certificates with Sovereign, each within the specified time periods, that person
will lose his or her dissenters’ rights under Subchapter D. A holder or owner of preferred stock will retain all
rights of a preferred shareholder, or beneficial owner, until those rights are modified by completion of the
transaction.

Payment of Fair Value by Sovereign. Upon timely receipt of the completed demand form, the BCL
requires Sovereign to either remit to dissenters who complied with the procedures the amount Sovereign
estimates to be the fair value for such dissenting shares of Sovereign Series C preferred stock; or give written
notice that no such remittance will be made.

Sovereign will determine whether to make such a remittance or to defer payment for such shares until
completion of the necessary appraisal proceedings. Sovereign may consider the number of shares, if any, with
respect to which holders of Sovereign Series C preferred stock dissented and any objections that may be raised
with respect to the standing of the dissenting holder of Sovereign Series C preferred stock.

The remittance or notice will be accompanied by: (i) the closing balance sheet and statement of income
of Sovereign for the fiscal year ended 2007 and the latest available interim financial statements; (ii) a
statement of Sovereign’s estimate of the fair value of the shares of Sovereign Series C preferred stock; and
(iii) notice of the right of the dissenter to demand payment or supplemental payment, as the case may be,
accompanied by a copy of Subchapter D.

Return of Deposited Certificates. If Sovereign does not remit the amount of its estimate of the fair value
of the shares, it will return any deposited certificates with a notation that a demand for payment in accordance
with Subchapter D has been made. If shares carrying this notation are transferred after that, each new
certificate issued may bear a similar notation, together with the name of the original dissenting holder or
owner of such shares. A transferee of such shares will not acquire by this transfer any rights in Sovereign
other than those which the original dissenter had after making demand for payment of their fair value.

Dissenting Shareholder’s Estimate of Fair Value. If Sovereign gives notice of its estimate of the fair
value of preferred shares, without remitting this amount, or remits payment of its estimate of the fair value of
preferred shares and the dissenter believes that the amount remitted or stated is less than the fair value of such
shares, the dissenter may send to Sovereign his or her own estimate of the fair value of the shares. Such
estimate shall be deemed a demand for payment of the amount of the deficiency. If the dissenter does not file
his or her estimate within 30 days after the mailing by Sovereign of its remittance or notice, the dissenter will
only be entitled to the amount stated in the notice or remitted to him or her by Sovereign.

Resort to Court for Relief. If, after the later of 60 days after the completion of the transaction or after
the timely receipt of any holder’s estimate, demands remain unpaid, Sovereign may file an application for
relief, requesting the court determine the fair value of the shares. There is no assurance that Sovereign will file
this application.

In the court proceeding, all dissenters, wherever residing, whose demands have not been settled will be
made parties to any such appraisal proceeding. The court may appoint an appraiser to receive evidence and
recommend a decision on the issue of fair value. Each dissenter made a party will be entitled to recover an
amount equal to the fair value of the dissenter’s shares, plus interest, or if Sovereign previously remitted any
amount to the dissenter, any amount by which the fair value of the dissenter’s shares is found to exceed the
amount previously remitted, plus interest.

If Sovereign fails to file an application for relief, any dissenter who made a demand and who has not
already settled his or her claim against Sovereign may file an application for relief in the name of Sovereign
any time within 30 days after the later of the expiration of the 60-day period described above in which
Sovereign could have done so. If a dissenter does not file an application within the 30-day period, each
dissenter entitled to file an application shall be paid Sovereign’s estimate of the fair value of the shares and no
more, and may bring an action to recover any amount not previously remitted.
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Costs and Expenses of Court Proceedings

The costs and expenses of the court proceedings, including the reasonable compensation and expenses of
the appraiser appointed by the court, will be determined by the court and assessed against Sovereign. The
court may, however, apportion and assess any part of the costs and expenses of court proceedings as it deems
appropriate against all or some of the dissenters who are parties and whose action in demanding supplemental
payment the court finds to be in bad faith. If Sovereign fails to comply substantially with the requirements of
Subchapter D, the court may assess fees and expenses of counsel and of experts for the parties as it deems
appropriate against Sovereign and in favor of any or all dissenters. The court may assess fees and expenses of
counsel and experts against either Sovereign or a dissenter, if the court finds that a party acted in bad faith. If
the court finds that the services of counsel for any dissenter substantially benefitted other dissenters similarly
situated and should not be assessed against Sovereign, it may award counsel reasonable fees to be paid out of
the amounts awarded to the dissenters who benefitted.

No Right to an Injunction

Under Pennsylvania corporate law, a Sovereign shareholder has no right to obtain, in the absence of fraud
or fundamental unfairness, an injunction against the transaction proposal, nor any right to valuation and
payment of the fair value of the holder’s shares because of the transaction proposal, except to the extent
provided by the dissenters’ rights provisions of Subchapter D. Pennsylvania corporate law also provides that,
absent fraud or fundamental unfairness, the rights and remedies provided by Subchapter D are exclusive.

Litigation Related to the Transaction

Since the date of the signing of the transaction agreement, a number of lawsuits were filed in the
Philadelphia County Court of Common Pleas and were subsequently consolidated under the caption In re
Sovereign Bancorp, Inc., Shareholders Litigation.

Lead counsel for plaintiffs has been appointed in the consolidated action, and an amended complaint has
been filed. This complaint asserts direct claims on behalf of similarly situated Sovereign shareholders as well
as derivative claims that seek recovery on behalf of Sovereign itself. It alleges that Santander breached its
purported fiduciary duties to the other minority shareholders of Sovereign by entering into the transaction with
Sovereign. The complaint further alleges that Sovereign’s directors also breached their fiduciary duties by
approving the transaction agreement between Sovereign and Santander.

Plaintiffs seek an injunction to prevent consummation of the transaction, an order requiring defendants to
exercise their fiduciary duties to construct a transaction that is in the best interests of Sovereign and its
shareholders, compensatory damages, costs and attorneys’ fees, and any other relief that the court deems just
and proper.

A case management order has been issued by the Court of Common Pleas, which calls for a hearing
beginning on January 12, 2009 regarding plaintiffs’ expected motion for a preliminary injunction. Discovery is
scheduled to proceed through December 2008 and into January 2009.

The foregoing is only a brief summary of the action. Complete information is available in the official
files of the Court of Common Pleas in Pennsylvania.

Listing of Santander ADSs

Approval of the listing on the New York Stock Exchange of the Santander ADSs to be issued in the
transaction, subject to official notice of issuance, is a condition to each party’s obligation to complete the
transaction.

THE TRANSACTION AGREEMENT

The following is a summary of the material provisions of the transaction agreement. This summary is
qualified in its entirety by reference to the transaction agreement, a copy of which is attached as Annex A to
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this document and is incorporated into this document by reference. You should read the transaction agreement
in its entirety, as it is the legal document governing this transaction.

The transaction agreement and this summary of its terms have been included with this document to
provide you with information regarding the terms of the agreement and are not intended to modify or
supplement any factual disclosures about Santander or Sovereign in our public reports filed with the SEC. In
particular, the transaction agreement and related summary are not intended to be, and should not be relied
upon as, disclosures regarding any facts and circumstances relating to Santander or Sovereign. The represen-
tations and warranties have been negotiated with the principal purpose of establishing the circumstances in
which a party may have the right not to close the transaction if the representations and warranties of the
other party prove to be untrue due to a change in circumstance or otherwise, and allocates risk between the
parties, rather than establishing matters as facts. The representations and warranties may also be subject to a
contractual standard of materiality different from those generally applicable to shareholders.

The Reincorporation Merger of Sovereign into Sovereign Virginia

Subject to the terms and conditions of the transaction agreement, and in accordance with the BCL and the
Virginia Stock Corporation Act, or “VSCA”, the first step of the transaction will be the merger of Sovereign
with and into Sovereign Virginia, with Sovereign Virginia as the surviving entity. This step is referred to in
this document as the “reincorporation merger.” At that time each share of Sovereign common stock issued and
outstanding (other than shares of Sovereign common stock held in the treasury of Sovereign) will convert
automatically into one share of Sovereign Virginia common stock, and each certificate previously representing
shares of Sovereign common stock will thereafter represent shares of Sovereign Virginia common stock. Each
then-outstanding option to purchase shares of Sovereign common stock will be canceled in exchange for the
right to promptly receive cash equal to the product of (i) the excess, if any, of the cash value of one share of
common stock of Sovereign Virginia, determined at the time that the reincorporation merger becomes
effective, over the applicable exercise price per share of Sovereign common stock of such option, and (ii) the
number of shares of Sovereign common stock that the holder of such option could have purchased (assuming
full vesting of such option) had such holder exercised such option in full immediately prior to the time that
the reincorporation merger becomes effective. Each then-outstanding share of Sovereign restricted stock will
become fully vested and will be treated in the transaction in the same manner as each other share of Sovereign
common stock. In addition, each share of Sovereign Series C preferred stock issued and outstanding (other
than shares of Sovereign Series C preferred stock held in treasury and shares of Sovereign Series C preferred
stock for which the holder thereof has perfected its dissenter’s rights pursuant to the BCL) will convert
automatically into one share of Sovereign Virginia Series C preferred stock and each certificate previously
representing shares of Sovereign Series C preferred stock will thereafter represent shares of Sovereign Virginia
Series C preferred stock. This reincorporation merger will be followed immediately by the share exchange
described below, and thus you will not receive any Sovereign Virginia share certificates. Unless the context
otherwise requires, all references in this document to Sovereign prior to the reincorporation merger are to
Sovereign Bancorp, Inc., and all references to Sovereign after the reincorporation merger are to Sovereign
Virginia.

The Share Exchange

Subject to the terms and conditions of the transaction agreement and in accordance with the VSCA and
the Spanish Corporation Law of 1989 (Texto Refundido de la Ley de Sociedades Anónimas aprobado por el
Real Decreto Legislativo 1564/1989), as amended, referred to as the “Spanish Corporation Law,” immediately
following the reincorporation merger described above, Sovereign Virginia and Santander will effect a statutory
share exchange where each share of Sovereign Virginia common stock will be acquired by Santander and
exchanged for the right of former holders of shares of Sovereign common shares to receive the consideration
described below under “Consideration to Be Received in the Transaction.” Upon effectiveness of the share
exchange, Sovereign Virginia will be a subsidiary of Santander. The separate corporate existence of each of
Santander and Sovereign Virginia will continue following the share exchange.
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Effective Time and Completion of the Transaction

The effective time of the reincorporation merger will be the time that is specified in the certificate of
merger issued by the Virginia State Corporation Commission and upon the filing of articles of merger and all
other filings or recordings required by the BCL with the Department of State of the Commonwealth of
Pennsylvania. The effective time of the second step of the transaction, the statutory share exchange involving
Santander and Sovereign Virginia, will be the time that is specified in the certificate of share exchange issued
by the Virginia State Corporation Commission, at which time a transfer agent will receive, for the benefit of
Santander, a certificate representing all outstanding shares of Sovereign common stock.

The transaction will be completed on a date and at a place to be specified by Sovereign and Santander
but in no event later than three business days after the satisfaction or waiver of each of the conditions to the
completion of the transaction (other than those conditions that by their nature are to be satisfied at the
completion of the transaction).

The transaction is currently expected to be completed in the first quarter of 2009. However, completion of
the transaction could be delayed if there is a delay in obtaining the required regulatory approvals or in
satisfying any other conditions to the transaction. There can be no assurances as to whether, or when,
Santander and Sovereign will obtain the required approvals or complete the transaction. If the transaction is
not completed by June 30, 2009, either Santander or Sovereign may terminate the transaction agreement,
unless the failure to complete the transaction by such date is because of a breach of the transaction agreement
caused by the party seeking termination.

Consideration to Be Received in the Transaction

As a result of the transaction, Santander shall automatically become the holder and owner of 100% of the
outstanding shares of Sovereign Virginia common stock and each share of Sovereign Virginia common stock
shall be exchanged for the right to receive 0.3206 Santander ADSs (sometimes referred to as the “share
consideration”). The share consideration will be issued in the form of Santander ADSs, except for those shares
of Sovereign common stock in respect of which a Sovereign shareholder elects to receive Santander ordinary
shares (which would be exchanged at the same ratio as Santander ADSs). Santander has the right to decide in
its discretion to invalidate elections to receive Santander ordinary shares instead of Santander ADSs in which
case only Santander ADSs will be delivered to Sovereign shareholders in the transaction.

No fractional shares of Santander shares will be allotted to any holder of Sovereign common stock in the
transaction. Fractional entitlements to Santander shares will be aggregated and sold in the market by the
exchange agent and the net proceeds distributed pro rata to holders of Sovereign common stock entitled to
them. Santander will bear the cost of any such sales. There can be no assurance as to the cash amount that
will be received in lieu of fractional entitlements.

In the reincorporation merger, each outstanding share of Series C preferred stock of Sovereign, other than
shares as to which dissenters’ rights have been perfected, will be converted into an identical share of Series C
preferred stock of Sovereign Virginia.

Compensatory Stock Options and Other Stock-Based Awards

Stock Options. At the time the reincorporation merger becomes effective, each then-outstanding
compensatory option to purchase shares of Sovereign common stock will be canceled in exchange for the right
to promptly receive cash equal to the product of (i) the excess, if any, of the cash value of one share of
common stock of Sovereign Virginia, determined at the time that the reincorporation merger becomes
effective, over the applicable exercise price per share of Sovereign common stock of such option, and (ii) the
number of shares of Sovereign common stock that the holder of such option could have purchased (assuming
full vesting of such option) had such holder exercised such option in full immediately prior to the time that
the reincorporation merger becomes effective.
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Restricted Stock. At the time the reincorporation merger becomes effective, each then-outstanding share
of Sovereign restricted stock will become fully vested and will be treated in the transaction in the same
manner as each other share of Sovereign common stock.

Employee Stock Purchase Plan

Prior to the reincorporation merger, Sovereign shall take all requisite actions pursuant to the terms of the
ESPP to (i) preclude the commencement of any new subscription or option period after the effective date of
the transaction agreement and (ii) effective as of the reincorporation merger, terminate the ESPP and distribute
to each participant in the ESPP the dollar amount, if any, in such participant’s account under the ESPP.

Conversion of Shares; Exchange of Certificates

The conversion of Sovereign Virginia common stock (which had been Sovereign common stock until
completion of the reincorporation merger) into the right to receive the share consideration will occur
automatically at the effective time of the share exchange. Promptly after the date of effectiveness of the share
exchange, the exchange agent will mail each holder of record of certificates that prior to the share exchange
represented Sovereign Virginia common stock (and prior to the reincorporation merger represented Sovereign
common stock) a letter of transmittal containing instructions regarding how to surrender these certificate(s) in
exchange for the share consideration and any cash in lieu of fractional shares to be paid in consideration
therefor. The letter of transmittal will also contain instructions for electing to receive Santander ordinary shares
in lieu of Santander ADSs. Santander has the right to decide in its discretion to invalidate elections to receive
Santander ordinary shares instead of Santander ADSs in which case only Santander ADSs will be delivered to
Sovereign shareholders in the transaction. Santander will, before the effective time of the transaction, appoint
an exchange agent in the transaction that will receive your complete letters of transmittal, exchange certificates
for the consideration, and perform other duties as set forth in an agency agreement.

If a certificate for Sovereign common stock has been lost, stolen or destroyed, the exchange agent will
issue the consideration properly payable under the transaction agreement upon receipt of an affidavit as to that
loss, theft or destruction and, at Santander’s or the exchange agent’s reasonable discretion, appropriate and
customary indemnification.

Dividends and Distributions

Until Sovereign common stock certificates are surrendered for exchange, any dividends or other
distributions declared after the effective time with respect to Santander shares into which shares of Sovereign
Virginia common stock may have been converted will accrue but will not be paid. Santander will pay to
former holders of Sovereign Virginia common stock any unpaid dividends or other distributions, without
interest, only after they have duly surrendered their Sovereign common stock certificates.

Termination of the Exchange Fund

Any portion of the consideration that remains unclaimed by holders of Sovereign Virginia common stock
18 months after the effective time of the share exchange will be paid to Sovereign Virginia in the form of
cash. After such time, any former holders of Sovereign Virginia common stock who have not complied with
the exchange procedures described in the transaction agreement and surrendered their certificates will be
entitled to look only to Sovereign Virginia to receive consideration (and no interest will accrue on any
unclaimed consideration). Notwithstanding the foregoing, none of Santander, Sovereign Virginia, the exchange
agent or any other person shall be liable to any former holder of shares of Sovereign Virginia common stock
for any amount delivered in good faith to a public official pursuant to applicable abandoned property, escheat
or similar laws.

Representations and Warranties

The transaction agreement contains generally customary representations and warranties of Santander and
Sovereign relating to their respective businesses. With the exception of certain specified representations that
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must be true and correct in all respects or true and correct in all material respects, or true and correct except
to an immaterial extent, no representation or warranty will be deemed untrue or incorrect as a consequence of
the existence or absence of any fact, circumstance or event unless that fact, circumstance or event, individually
or when taken together with all other facts, circumstances or events, has had or would reasonably be expected
to have a material adverse effect on the party making the representation. Also, the accuracy of each party’s
representations and warranties, subject to certain materiality and material adverse effect standards, is a
condition to completing the transaction. See “— Conditions to Complete the Transaction.”

A “material adverse effect” is defined, with respect to either party, as a material adverse effect on (i) the
condition (financial or otherwise), business, assets or results of operations of such party and its subsidiaries,
taken as a whole, excluding any effect to the extent resulting from (1) changes in applicable generally
accepted accounting principles or regulatory accounting requirements, (2) changes in laws, rules or regulations
of general applicability to companies in the industries in which such party and its subsidiaries operate,
(3) changes in global, national or regional political conditions or general economic or market conditions
(including changes in prevailing interest rates, currency exchange rates, and price levels or trading volumes in
the United States or foreign securities markets) affecting other companies in the industries in which such party
and its subsidiaries operate, (4) the failure to meet earnings projections, but not any of the underlying causes
for such failure, (5) the impact of the transactions contemplated by the transaction agreement on relationships
with customers or employees solely to the extent such party demonstrates such impact to have so resulted
from such disclosure or consummation, (6) the public disclosure of the transaction agreement or the
transactions contemplated by the transaction agreement or the consummation of the transactions contemplated
by the transaction agreement, but only to the extent such party demonstrates such effect to have so resulted
from such disclosure or consummation, (7) any outbreak or escalation of hostilities, declared or undeclared
acts of war or terrorism, (8) actions or omissions taken with the prior written consent of the other party or
expressly required by the transaction agreement, or (9) adverse credit events resulting in deterioration in the
credit markets generally or in respect of the customers of such party and including changes to any previously
correctly applied asset marks resulting therefrom; provided that in each case listed in clauses (2), (3), (7) and
(9) above, only to the extent such changes or events do not have a materially disproportionate effect on such
party and its subsidiaries, taken as a whole, compared to other companies engaged in the same industry as
such party and its subsidiaries, or (ii) such party’s ability to consummate the transactions contemplated by the
transaction agreement.

The representations and warranties of each of Santander and Sovereign have been made solely for the
benefit of the other party and such representations and warranties should not be relied on by any other person.
In addition, such representations and warranties:

• have been qualified by information set forth in confidential disclosure schedules exchanged by the
parties in connection with signing the transaction agreement — the information contained in these
schedules modifies, qualifies and creates exceptions to the representations and warranties in the
transaction agreement;

• have been qualified by information set forth in each party’s respective SEC reports;

• will not survive consummation of the transaction and cannot be the basis for any claims under the
transaction agreement by the other party after termination of the transaction agreement except if
intentionally false as of the date of the transaction agreement;

• may be intended not as statements of fact, but rather as a way of allocating the risk to one of the
parties to the transaction agreement if those statements turn out to be inaccurate; and

• are subject to the materiality and material adverse effect standards described in the transaction
agreement, which may differ from what may be viewed as material by you.

Each of Santander and Sovereign has made representations and warranties to the other regarding, among
other things:

• corporate matters, including due organization and qualification;
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• capitalization;

• authority relative to execution and delivery of the transaction agreement and the absence of conflicts
with, or violations of, organizational documents or other obligations as a result of the transaction;

• governmental filings and consents necessary to complete the transaction;

• financial statements;

• brokers’ fees payable in connection with the transaction;

• legal proceedings; and

• the accuracy of information supplied in public filings, and for inclusion in this document and other
similar documents.

In addition, Sovereign has made other representations and warranties about itself to Santander as to:

• employee matters and benefit plans;

• anti-money laundering and customer information security matters;

• credit card accounts;

• loans extended by Sovereign;

• Sovereign’s allowance for losses;

• the absence of undisclosed liabilities;

• the absence of certain changes or events;

• the receipt of a fairness opinion from one of its financial advisors;

• derivative instruments;

• insurance coverage;

• compliance with applicable laws;

• intellectual property;

• tax matters;

• the timely filing of regulatory reports;

• matters relating to certain contracts;

• investment securities;

• real property;

• environmental liabilities;

• the inapplicability of state takeover laws and Sovereign’s rights agreement; and

• the absence of related party transactions.

Additionally, Sovereign made representations concerning organization, capitalization, corporate authority
and required consents with respect to Sovereign Virginia.

Conduct of Business Pending the Share Exchange

Sovereign has undertaken customary covenants that place restrictions on it and its subsidiaries until the
effective time of the share exchange. Sovereign has agreed to, and to cause each of its subsidiaries to, conduct
its business in the ordinary course consistent with past practice and use its reasonable best efforts to (i) preserve
intact its business organization, (ii) maintain in effect all permits, (iii) keep available the services of its
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directors, officers, and employees and (iv) maintain satisfactory relationships with its customers, lenders,
suppliers and others having significant business relationships with it. Sovereign further has agreed that, with
certain exceptions, Sovereign and Sovereign Virginia will not, and will not permit any of their respective
subsidiaries to, among other things, undertake the following actions without Santander’s prior consent:

• incur indebtedness for borrowed money or guarantees thereof other than in the ordinary course of
business and in amounts and on terms consistent with past practices;

• adjust, split, combine or reclassify any of its capital stock;

• redeem, repurchase or otherwise acquire, or otherwise offer to redeem, repurchase or otherwise acquire
any of its capital stock;

• make, declare or pay any dividends or other distributions on any shares of its capital stock;

• issue shares except pursuant to the exercise of Sovereign stock options outstanding as of the date of the
transaction agreement and in accordance with the terms of such stock options as of the date of the
transaction agreement, grant any stock options, restricted shares or other equity-based awards, or grant
the right to acquire any of its shares, or amend the terms of any of its capital stock;

• with certain exceptions, make any capital expenditures;

• acquire any assets, securities, properties, interests or businesses, other than assets acquired in order to
maintain and operate the business of Sovereign and its subsidiaries in the ordinary course of business
and in a manner consistent with past practice;

• make any loans or advances other than in the ordinary course of business consistent with past practice;

• make any investments other than in (i) United States Treasury bonds, (ii) debt securities issued or
guaranteed by an agency of the United States Government, and (iii) debt securities issued by the
Federal National Mortgage Association or the Federal Home Loan Mortgage Corporation, in each case
with a final maturity of less than 2 years from the date of any such investment;

• with certain exceptions, (i) with respect to any current or former director, officer, employee or
independent contractor, (A) grant or increase any severance or termination pay (or amend any existing
severance or termination arrangement with), (B) enter into any employment, consultancy, deferred
compensation, severance, change in control, retention, transaction bonus or incentive, retirement or
other similar agreement or arrangement (or amend any such existing agreement or arrangement) or
(C) except for increases in the ordinary course consistent with past practice with respect to any
employee whose annual base salary does not exceed $150,000, increase compensation, bonus or other
benefits payable to such employee, or (ii) establish, adopt or amend (except as required by applicable
law) any collective bargaining, bonus, profit-sharing, thrift, pension, retirement, deferred compensation,
equity-based compensation or other benefit plan or arrangement covering any director, officer, employee
or independent contractor;

• other than in the ordinary course of business consistent with past practice, sell, lease, transfer,
mortgage, encumber or otherwise dispose of any assets or properties;

• amend its certificate of incorporation or bylaws;

• enter into any new line of business, exit any existing line of business, or materially change its lending,
investment, underwriting, risk and asset liability management and other banking and operating policies,
except as required by applicable law;

• participate in the Troubled Asset Relief Program administered by the United States Department of the
Treasury pursuant to the Emergency Economic Stabilization Act of 2008 or in any plan, order or
proposal of, or offer by, any governmental authority that would result in the issuance by it of any
capital stock, voting or non-voting securities (including warrants and debt securities) to a governmental
authority or any other party or that would otherwise interfere with the ability of Santander to, directly
or indirectly, control one hundred percent of the voting power of Sovereign and its subsidiaries and one
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hundred percent of the outstanding shares of Sovereign Virginia common stock following the closing
date;

• materially restructure or materially change its investment securities portfolio or its gap position except
in the ordinary course of business consistent with past practice (and in consultation with Santander),
through purchases, sales or otherwise, or the manner in which the portfolio is classified or reported;

• (i) settle, or offer or propose to settle, (A) any material litigation, investigation, arbitration, proceeding
or other claim involving or against it, (B) any shareholder litigation or dispute against Sovereign or any
of its officers or directors or (C) any litigation, arbitration, proceeding or dispute that relates to the
transactions contemplated by the transaction agreement or (ii) enter into any consent order or decree;

• change its accounting methods other than as required by generally accepted accounting principles or
certain other regulatory guidelines, as agreed to by Sovereign’s independent public accountants;

• make or change any material tax election, change any annual tax accounting period, adopt or change
any method of material tax accounting, materially amend any tax returns or file claims for material tax
refunds, enter into any material closing agreement, settle any material tax claim, audit or assessment, or
surrender any right to claim a material tax refund, offset or other reduction in tax liability;

• enter into certain specified types of contracts or agreements, or terminate, amend or modify in any
material respect, any such contract or otherwise waive, release or assign any material rights, claims or
benefits; or

• agree, resolve or commit to do any of the actions prohibited by the preceding bullet points.

The transaction agreement also contains mutual covenants relating to the preparation of this document,
access to information of the other company and public announcements with respect to the transactions
contemplated by the transaction agreement.

The transaction agreement contains a clause that entitles Santander to appoint a representative (each
referred to as a “Santander representative”) to each of Sovereign Bank’s credit committee, Sovereign Bank’s
assets and liabilities committee, and each other committee of Sovereign Bank functioning at the operational
level and with a mandate covering certain areas of operations addressed in the bullet points set forth above.
Each Santander representative will be entitled to (i) attend every meeting of the applicable Sovereign
committee, (ii) call meetings of the applicable Sovereign committee, and (iii) object to any decision of the
applicable Sovereign committee, which decision shall thereafter require the approval of the Chief Executive
Officer or the Interim Chief Executive Officer of Sovereign before being adopted or executed.

Reasonable Best Efforts

Sovereign has agreed to hold a meeting of its shareholders as soon as is reasonably practicable for the
purpose of obtaining the approvals of the holders of Sovereign common stock of the reincorporation merger.
Santander has agreed, assuming Santander receives the necessary reports of an expert designated by the
Commercial Registry of Santander relating to the fair value of Sovereign common stock to be accepted by
Santander in the transaction and of the auditor designated by such Commercial Registry relating to the
abolishment of preemptive rights of Santander shareholders in connection with the issuance of Santander
ordinary shares in the transaction, to call a general meeting of Santander to propose the capital increase
required to issue the Santander shares to be delivered to Sovereign shareholders as consideration in the
transaction. Santander and Sovereign will use their reasonable best efforts to obtain such approvals. Sovereign
has agreed that it will submit the transaction agreement to a vote of Sovereign shareholders notwithstanding
the fact that Santander can terminate the transaction agreement if Sovereign fails to recommend in this
document the approval of the transaction agreement, changes its recommendation to the Sovereign sharehold-
ers, recommends any alternative proposal, or takes certain other actions. Santander and Sovereign have agreed
that the first record date established by the Sovereign board of directors for such shareholder meeting shall be
established with the approval and consent of at least one director serving on the Sovereign board of directors
at the designation of Santander. Sovereign has also agreed that any change to such record date that would
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establish a new record date that is prior to 90 days following such first record date will also require the
approval and consent of at least one director serving on the Sovereign board of directors at the designation of
Santander.

Sovereign and Santander have agreed to take such actions as are necessary to eliminate or minimize the
effects of any applicable takeover statute or defensive measure.

Sovereign and Santander have agreed to enter into good faith negotiations with respect to a retention
bonus program for selected employees.

No Solicitation of Alternative Transactions

Sovereign has agreed that it, its subsidiaries and their officers, directors, employees, investment bankers,
attorneys, accountants, consultants or other agents or advisors will not, directly or indirectly:

• solicit, initiate, or take any action to facilitate or encourage the submission of any Acquisition Proposal
(as defined below) by a third party or otherwise initiate any process that is intended to, or is reasonably
likely to lead to the making of an Acquisition Proposal by any third party;

• enter into or participate in any discussion or negotiations with, furnish any information relating to
Sovereign or any of its subsidiaries or afford any access to the business, properties, assets, books or
records of Sovereign or any of its subsidiaries to, otherwise cooperate in any way with, or knowingly
assist, participate in, facilitate or encourage in any manner any effort by any third party that is seeking
to make, or has made, an Acquisition Proposal;

• fail to make, withdraw or modify in a manner adverse to Santander the recommendation by Sovereign’s
board of directors that Sovereign’s shareholders adopt and approve the transaction agreement and the
transactions contemplated thereby at a duly held meeting of such shareholders (or recommend an
Acquisition Proposal made by a third party or take any action or make any statement inconsistent with
such recommendation by Sovereign’s board of directors) (any of the foregoing referred to as an
“adverse recommendation change”);

• grant to any third party any waiver under, or any release from, any standstill or similar agreement
concerning or relating to certain defensive measures (including (i) certain provisions of Sovereign’s
charter and bylaws the purpose or effect of which is make more costly or burdensome the consumma-
tion of an Acquisition Proposal, and (ii) Sovereign’s rights agreement) or redeem, modify, repeal or
otherwise diminish any such defensive measure other than for the benefit of Santander and its affiliates
or permit to expire, fail to renew or otherwise fail to maintain in effect any such defensive measure;

• exempt any transaction (except the transactions contemplated by the transaction agreement) or person
(other then Santander or its affiliates) from any takeover statute;

• enter into any agreement in principle, letter of intent, term sheet, merger agreement, purchase
agreement, option agreement or other similar instrument relating to an Acquisition Proposal; or

• agree or commit to take any of the actions described in the preceding bullet points.

However, prior to the consummation of the reincorporation merger, if Sovereign’s board of directors
determines in good faith, after consultation with outside legal counsel, that such action is required by its
fiduciary duties under the BCL:

• Sovereign may, following receipt of an unsolicited Acquisition Proposal that Sovereign’s board of
directors determines, after consultation with financial and legal advisors, constitutes or is reasonably
likely to result in, a Superior Proposal (as defined below), Sovereign may furnish nonpublic information
to, or enter into discussions with the third party that has made such Acquisition Proposal so long as it
enters into a confidentiality agreement containing confidentiality and standstill provisions that are not
less restrictive on such third party than those contained in the confidentiality agreement between
Sovereign and Santander and furnishes all such information to Santander; and
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• Sovereign’s board of directors may, following receipt of a Superior Proposal, make an adverse
recommendation change, but only after notifying Santander of its intention to do so and, in the case of
an adverse recommendation change proposed to be made in response to the receipt of a Superior
Proposal, if Santander does not propose modifications to the transaction agreement or otherwise provide
information to Sovereign that in the aggregate result in the transactions contemplated thereunder being
at least as favorable to the shareholders of Sovereign (other than Santander) as such Superior Proposal.

Sovereign has agreed:

• not to take any of the actions referred to in the two preceding bullet points unless Sovereign notifies
Santander of its intention to take such action;

• to notify Santander promptly (but in no event later than 24 hours) after receipt by Sovereign of any
Acquisition Proposal, any indication that a third party is considering making an Acquisition Proposal or
any request for information relating to Sovereign or any of its subsidiaries or for access to the business,
properties, assets, books or records of Sovereign or any of its subsidiaries by any third party that may
be considering making, or has made, an Acquisition Proposal;

• to provide to Santander relevant information regarding any Acquisition Proposal or request for
information; and

• to cease any existing discussions or negotiations with any persons with respect to any Acquisition
Proposal, and to use reasonable best efforts to cause all persons other than Santander who have been
furnished with confidential information in connection with an Acquisition Proposal within 24 months
prior to the date of the transaction agreement to return or destroy such information.

As used in the transaction agreement, “Acquisition Proposal” means any third party offer, proposal or
inquiry relating to, or any third party indication of interest in, (i) any acquisition or purchase, direct or
indirect, of 25% or more of the consolidated assets of Sovereign and its subsidiaries, or any acquisition,
purchase or assumption, direct or indirect, of 25% or more of Sovereign’s consolidated deposits whether with
or without the assistance (and regardless of whether such is contingent or guaranteed) of any governmental
authority or any acquisition, purchase or assumption, directly or indirectly, of 25% or more of any class of
equity or voting securities of Sovereign or any of its subsidiaries whose assets, individually or in the aggregate,
constitute 25% or more of the consolidated assets of Sovereign, (ii) any tender offer (including a self-tender
offer) or exchange offer that, if consummated, would result in any third party beneficially owning 25% or
more of any class of equity or voting securities of Sovereign or any of its subsidiaries whose assets,
individually or in the aggregate, constitute 25% or more of the consolidated assets of Sovereign, (iii) a merger,
consolidation, share exchange, business combination, sale of substantially all the assets, reorganization,
recapitalization, liquidation, dissolution or other similar transaction involving Sovereign or any of its
subsidiaries whose assets, individually or in the aggregate, constitute 25% or more of the consolidated assets
or consolidated deposits of Sovereign or (iv) any other transaction the consummation of which could
reasonably be expected to impede, interfere with, prevent or materially delay the transactions contemplated by
the transaction agreement or that could reasonably be expected to dilute materially the benefits to Santander of
the transactions contemplated thereby.

As used in the transaction agreement, “Superior Proposal” means a bona fide unsolicited written
Acquisition Proposal by any person to acquire beneficial ownership of 100% of the equity securities of
Sovereign (other than the Sovereign Series C preferred stock) that are not already beneficially owned by such
person on terms that Sovereign’s board of directors determines in good faith, after considering the advice of a
financial advisor of nationally recognized reputation and outside legal counsel and taking into account all
terms and conditions of the Acquisition Proposal, including, the value offered to Sovereign’s shareholders, any
break-up fees, expense reimbursement provisions and conditions to consummation, any financing or capital
provided or to be provided by such person and the certainty that the Acquisition Proposal will be
consummated, are more favorable than the reincorporation merger and the share exchange to the constituencies
and persons Sovereign’s board of directors is required to consider under its charter and permitted to consider
under the BCL, in each case in the exercise of its fiduciary duties.
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Employee Matters

Santander has agreed that, for a period of one year following the transaction, it will provide to all
employees of Sovereign or any of its subsidiaries who continue employment with the combined company or
any of its affiliates following the transaction base salary or base wages and benefits (other than equity-based
compensation) that are in the aggregate substantially comparable to such salary or wages and benefits provided
by Sovereign and its subsidiaries immediately prior to the transaction.

In addition, to the extent that Sovereign employees become eligible to participate in benefit plans of
Santander and its subsidiaries following the transaction, Santander has agreed to:

• recognize such employees’ service with Sovereign prior to the transaction for purposes of eligibility to
participate, vesting and benefit level with respect to vacation entitlement, severance benefits and other
paid time off under such plans that are employee benefit plans to the same extent that such service was
recognized under the comparable plans of Sovereign and its subsidiaries in which such employees
participated prior to the transaction,

• waive any pre-existing condition limitations, exclusions, actively-at-work requirements and waiting
periods under any such plans that are welfare benefit plans maintained by Santander or subsidiaries,
except to the extent that such pre-existing condition limitations, exclusions, actively-at-work require-
ments and waiting periods would not have been satisfied or waived under the comparable plan of
Sovereign and its subsidiaries in which such employees participated prior to the transaction, and

• to the extent that Sovereign employees commence participation in any such plans that are health benefit
plans after the commencement of a calendar year, to the extent commercially practicable, recognize the
dollar amount of all co-payments, deductibles and similar expenses incurred by such employees (and
their eligible dependents) during such calendar year for purposes of satisfying such calendar year’s
deductible and co-payment limitations under such plans.

Santander has also agreed that, following the transaction, it will or will cause Sovereign Virginia or any
of its subsidiaries to pay, in the ordinary cause of business consistent with prior practice, to all employees of
Sovereign and its subsidiaries who participated in the short-term incentive bonus plans of Sovereign and/or its
subsidiaries in 2008 all short-term bonuses for the 2008 calendar year, with the amounts of such bonuses
determined at the target level established for each such employee (with all corporate performance goals for
2008 deemed satisfied at the target levels).

Santander has no obligation to continue the employment of any Sovereign employee or any Sovereign
benefit plan for any period following the transaction. The transaction will constitute a “change in control” for
purposes of all Sovereign benefit plans and arrangements.

Indemnification and Insurance

The transaction agreement provides that, upon completion of the transaction, Santander will cause
Sovereign Virginia to indemnify and hold harmless, and provide advancement of expenses to, all past and
present officers and directors of Sovereign and its subsidiaries in their capacities as such against all losses,
claims, damages, costs, expenses, liabilities, judgments or amounts paid in settlement to the same extent such
persons are indemnified or have the right to advancement of expenses as of the date of the transaction
agreement pursuant to Sovereign’ charter documents or disclosed agreements of Sovereign.

The transaction agreement also provides that, subject to the limitations described in the transaction
agreement, Santander will maintain for a period of six years after completion of the transaction directors’ and
officers’ liability insurance policies of at least the same coverage and amount and containing terms and
conditions that are not less advantageous than Sovereign’s policy as of the date of the transaction agreement,
with respect to acts or omissions occurring prior to the effective time of the share exchange, subject to
specified cost limitations.
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Joinder of Sovereign Virginia

Under the transaction agreement, Sovereign agreed to cause its newly formed, wholly owned subsidiary,
Sovereign Virginia, to sign a joinder agreement which makes Sovereign Virginia a party to, and therefore
bound by, the terms of the transaction agreement.

Vote by Santander

Under the transaction agreement, Santander has agreed to vote with respect to all shares of Sovereign
common stock beneficially owned by Santander as of the date prior to the date of the transaction agreement at
the time of any vote to approve and adopt the transaction agreement and any transactions contemplated
thereby at any meeting at which the transaction agreement is voted upon in favor thereof.

Sovereign Virginia Shareholder Vote

Promptly following the organization of Sovereign Virginia, Sovereign, as the sole shareholder of
Sovereign Virginia common stock, will approve the reincorporation merger and the share exchange and waive
any rights to dissent pursuant to certain provision of the VSCA.

Conditions to Complete the Transaction

The respective obligations of Santander and Sovereign to complete the transaction are subject to the
fulfillment or waiver of mutual conditions, including:

• the approval by the Santander shareholders meeting of the capital increase of Santander necessary for
effecting the transaction and the approval and adoption of the transaction agreement by Sovereign
shareholders;

• the approval of the listing of Santander ADSs to be issued in the transaction on the NYSE, subject to
official notice of issuance;

• the effectiveness of the registration statement with respect to the Santander shares to be issued in the
transaction under the Securities Act and the absence of any stop order or proceedings initiated or
threatened by the SEC for that purpose;

• a prospectus relating to the issuance of Santander shares having been verified by and registered with
the CNMV;

• the other party’s representations and warranties in the transaction agreement being true and correct,
subject to certain materiality standards contained in the transaction agreement, and the performance by
the other party in all material respects of its obligations under the transaction agreement;

• the capital increase of Santander necessary for effecting the transaction having been granted before a
Spanish public notary;

• the receipt of the necessary reports of an expert designated by the Commercial Registry of Santander
relating to the fair value of Sovereign common stock to be received by Santander in the transaction and
of the auditor designated by such Commercial Registry relating to the abolishment of preemptive rights
of Santander shareholders in connection with the issuance of Santander ordinary shares in the
transaction; and

• the absence of any order, injunction or decree having been issued by any court or agency of competent
jurisdiction or other legal restraint or prohibition preventing the consummation of the transaction and
the other transactions contemplated by the transaction agreement, and the absence of any statute, rule,
regulation, order, injunction or decree having been enacted, entered, promulgated or enforced by any
governmental entity that prohibits or makes illegal the consummation of the transaction.
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Santander’s obligation to complete the transaction is further subject to the satisfaction or waiver of
additional conditions, including:

• neither Sovereign nor Sovereign Bank having become insolvent, or made an assignment for the benefit
of creditors, or failed generally to pay its debts as they become due, or become the subject of the
appointment of, or taking possession by, any conservator, custodian, trustee, receiver or liquidator of
any or of all or a substantial part of its properties, businesses or assets;

• no order having been issued or plan made or effected by any governmental authority that would result
in the issuance of any Sovereign capital stock, voting securities or certain other types of securities to a
governmental authority or would otherwise interfere with the ability of Santander to, control one
hundred percent of the voting power of Sovereign and its subsidiaries and one hundred percent of
Sovereign Virginia common stock following the effective time of the share exchange;

• there not having occurred, since the date of the transaction agreement, any effect, change, circum-
stances, conditions or developments that, individually or in the aggregate, would reasonably be expected
to have a material adverse effect on Sovereign, excluding any effect resulting from certain specified
factors, including changes in accounting principles, changes in laws, changes in political, economic or
market conditions, the failure to meet earnings projects (but not the underlying causes), the impact of
the transaction on relationships with customers or employees, the public disclosure of the transaction
agreement and the transaction, any outbreak of war or hostilities, actions or omissions taken with the
prior written consent of the other party to the transaction agreement, adverse events related to the
deterioration of the credit markets; provided that any such change or event shall only be considered to
the extent such change or event does not have a materially disproportionate effect on the relevant party
and its subsidiaries, taken as a whole, compared to other companies engaged in the same industry as
such party and its subsidiaries; and

• certain regulatory approvals required to consummate the transactions contemplated by the transaction
agreement having been obtained, and no such regulatory approval having resulted in the imposition of a
requirement on Santander or Sovereign to take any action, or commit to take any action, or agree to
any condition or restriction, that would reasonably be expected to have a material adverse effect
(measured on a scale relative to Sovereign) on any of Sovereign, Santander or Sovereign Virginia.

Sovereign’s obligation to complete the transaction is further subject to the satisfaction or waiver of the
condition that certain regulatory approvals required to consummate the transactions contemplated by the
transaction agreement be obtained.

No assurance can be provided as to when or if all of the conditions to the transaction can or will be
satisfied or waived by the appropriate party. As of the date of this document, Santander and Sovereign have no
reason to believe that any of these conditions will not be satisfied.

Termination of the Transaction Agreement

General

The transaction agreement may be terminated at any time prior to the completion of the transaction by
the mutual written consent of Santander and Sovereign, or by either Santander or Sovereign if:

• any order, injunction or decree is issued by any court or agency of competent jurisdiction or other legal
restraint or prohibition preventing the consummation of the transaction and the other transactions
contemplated by the transaction agreement, or any statute, rule, regulation, order, injunction or decree
has been enacted, entered, promulgated or enforced by any governmental entity that prohibits or makes
illegal the consummation of the transaction, and such action has become final and non-appealable;

• the transaction is not completed by June 30, 2009 (other than because of a breach of the transaction
agreement caused by the party seeking termination);
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• the other party breaches the transaction agreement in a way that would entitle the party seeking to
terminate the agreement not to consummate the transaction, subject to the right of the breaching party
to cure the breach within 30 days following written notice (unless it is not possible due to the nature or
timing for the breach for the breaching party to cure the breach); or

• approval of Santander’s shareholders of the capital increase, or approval of Sovereign’s shareholders of
the transaction agreement, is not obtained.

The transaction agreement may also be terminated by Santander if:

• Sovereign breaches its “non-solicitation” obligations;

• an adverse recommendation change occurs or Sovereign’s board of directors approves or determines to
recommend to Sovereign’s shareholders that they approve, an Acquisition Proposal other than the
reincorporation merger or the share exchange;

• Sovereign’s board of directors fails to publicly confirm its recommendation of the transaction agreement
within five business days of a written request by Santander that it do so; or

• Sovereign’s board of directors fails to include and maintain until the closing of the transactions its
recommendation of the transactions to the Sovereign shareholders in this document.

Effect of Termination

In the event the transaction agreement is terminated as described above, the transaction agreement will
become void and neither Santander nor Sovereign will have any liability under the transaction agreement,
except that:

• both Santander and Sovereign will remain liable for any intentional breach of the transaction
agreement; and

• designated provisions of the transaction agreement, including those regarding the payment of fees and
expenses, governing law and jurisdiction will survive the termination.

Termination Fees

Sovereign has agreed to pay Santander a termination fee in the amount of $95 million (minus the amount
of any fees and expenses of Santander reimbursed by Sovereign in accordance with the terms of the last
paragraph of this section) in the following circumstances:

• If (i) the transaction agreement is terminated by Santander because (A) an adverse recommendation
change occurs or Sovereign’s board of directors approves or determines to recommend to Sovereign’s
shareholders that they approve, an Acquisition Proposal other than the reincorporation merger or the
share exchange; (B) Sovereign’s board of directors fails to publicly confirm its recommendation of the
transaction agreement within five business days of a written request by Santander that it do so;
(C) Sovereign’s board of directors fails to include and maintain until the closing of the transactions its
recommendation of the transactions to the Sovereign shareholders in this document; or (D) Sovereign
breaches the transaction agreement in a way that would entitle Santander to terminate the agreement
and not to consummate the transaction, (ii) prior to such termination, an Acquisition Proposal has been
publicly announced or otherwise communicated to Sovereign’s board of directors or its shareholders,
and (iii) within twelve months of the date of such termination, Sovereign or any of its subsidiaries
enters into a definitive agreement with respect to, or consummates, an Acquisition Proposal.

• If the transaction agreement is terminated by Santander because Sovereign intentionally breached its
obligations under Section 8.03 of the transaction agreement. See “The Transaction Agreement — No
Solicitation of Alternative Transactions.”
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For purposes of determining whether the termination fee is payable, the term “Acquisition Proposal” has
the meaning described under “— No Solicitation of Alternative Transactions;” except that the 25% thresholds
are treated as references to “50%.”

In addition, Sovereign has agreed that if the transaction agreement is terminated by Santander under
certain circumstances, Sovereign will reimburse Santander for reasonable out-of-pocket fees and expenses
actually incurred by Santander in connection with the transaction agreement.

Investment Agreement

The transaction agreement provides that the Investment Agreement will continue in full force and effect
except that for the period commencing on the date of the transaction agreement and ending on the date of the
termination of the transaction agreement, certain provisions of the investment agreement will not be operative,
including certain Santander covenants regarding standstill requirements and transfer restrictions, as well as
certain provisions regarding termination of the investment agreement. The transaction agreement also provides
that, to the extent any provision of the investment agreement conflicts or is inconsistent with any provision of
the transaction agreement, the transaction agreement will control. In addition, the investment agreement in its
entirety will terminate at the effective time of the share exchange.

The provisions of the Investment Agreement, including the provisions that are not operative during the
term of the transaction agreement, will continue in full force and effect in the event that the transaction
agreement is terminated for any reasons prior to the effective time of the share exchange.

Amendment of the Transaction Agreement

Santander and Sovereign may amend the transaction agreement by mutual agreement. However, after any
approval of the transaction agreement by Sovereign’s shareholders, there may not be, without further approval
of Sovereign’s shareholders, any amendment of the transaction agreement that requires such further approval
under applicable law.

Fees and Expenses

Except as described above under “— Termination Fees,” in general, all costs and expenses incurred in
connection with the transaction agreement will be paid by the party incurring such expenses.

THE VOTING AGREEMENTS

The following is a summary of the material provisions of the voting agreements. This summary is qualified
in its entirety by reference to the form of voting agreement, a copy of which is attached as Annex B to this
document and is incorporated into this document by reference. You should read the form of voting agreement
in its entirety, as it is the legal document governing the matters discussed below.

Concurrently with the execution of, and in order to induce Santander to enter into, the transaction
agreement, each of a number of shareholders affiliated with Relational Investors, LLC and the individual
Sovereign directors (acting in their capacity as shareholders) that are not affiliates of Santander entered into a
voting agreement with Santander and subsequently entered into a restated version of such agreement
representing, as of the record date, a total of 8.14% of the outstanding common stock of Sovereign. Pursuant
to such voting agreement, and subject to the terms and conditions contained therein, each such shareholder
agreed to vote or exercise its right to consent with respect to all shares of Sovereign’s common stock that such
shareholder beneficially owns to approve and adopt the transaction agreement and the transactions contem-
plated thereby. In addition, each such shareholder agreed not to sell, assign, transfer or otherwise dispose of
any shares of Sovereign’s common stock prior to the earlier of (i) the day following the record date established
by Sovereign’s board of directors for the meeting of Sovereign’s shareholders to consider approval of the
transaction agreement and (ii) June 30, 2009. The parties to the voting agreements have also agreed to not
take any action to solicit or initiate an Acquisition Proposal (as defined in the transaction agreement). See
“The Transaction Agreement” on page 69.
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Each shareholder that is party to a voting agreement entered into such agreement in such person’s
capacity as the beneficial owner of Sovereign common stock and the agreement shall not in any way restrict
such person’s actions (or failure to act) as a director or officer of Sovereign.

The voting agreement will terminate on the earlier to occur of (i) the effective time of the Virginia share
exchange; (ii) the mutual consent of Santander and the relevant shareholder and (iii) the termination of the
transaction agreement pursuant to its terms.

ACCOUNTING TREATMENT

The FASB and IASB have issued revised standards on accounting for business combinations: FASB
Statement No. 141(R), Business Combinations, and IFRS 3 (revised), Business Combinations, respectively.
Statement 141(R) is effective for annual periods beginning on or after December 15, 2008, with early adoption
prohibited. IFRS 3 (revised) is effective for annual periods beginning on or after July 1, 2009, with early adoption
permitted. The acquisition of Sovereign by Santander will be accounted for under the EU-IFRS required to be
applied under the Bank of Spain’s Circular 4/2004 as a business combination under the “purchase method” as
defined by IFRS No. 3 Business Combinations (as Santander will not early adopt IFRS 3 (revised)) and as a
business combination under U.S. GAAP under the “acquisition method” as defined by SFAS No. 141(R), Business
Combinations.

Under both EU-IFRS required to be applied under the Bank of Spain’s Circular 4/2004 and U.S. GAAP,
the purchase and the acquisition method require that the cost of the purchase will be based on the fair value of
the consideration on the acquisition date, which will be based upon the market value of Santander’s shares on
the acquisition date for shares issued to Sovereign shareholders. The direct transaction costs incurred in the
transaction will be treated as expenses under U.S. GAAP (FAS 141(R)) with no impact in goodwill and under
IFRS 3 those costs will be considered as part of the cost of the combination impacting goodwill. In
Santander’s consolidated financial statements, the cost of the purchase will be allocated to the Sovereign assets
acquired and liabilities and contingent liabilities assumed, based on their estimated fair values at the
acquisition date, with any excess of the costs over the amounts allocated being recognized as goodwill. These
methods may result in the carrying value of assets, including goodwill, acquired from Sovereign being
substantially different from the former carrying values of those assets under both EU-IFRS required to be
applied under the Bank of Spain’s Circular 4/2004 and U.S. GAAP, as well as result in differences in the
carrying values after the acquisition under EU-IFRS required to be applied under the Bank of Spain’s Circular
4/2004 and U.S. GAAP.

MATERIAL U.S. FEDERAL INCOME TAX CONSIDERATIONS

The following are the material U.S. federal income tax considerations relevant to the transaction for
“U.S. holders” (as defined below) of Sovereign common stock whose shares are exchanged for Santander
ADSs (and cash in lieu of fractional shares) in the transaction. This summary is based on the provisions of the
Internal Revenue Code of 1986, as amended from time to time (the “Code”), U.S. Treasury regulations
promulgated thereunder (the “Treasury Regulations”), judicial authorities and administrative rulings, all as in
effect as of the date of the proxy statement and all of which are subject to change, possibly with retroactive
effect. In addition, this discussion is based on the Convention between the United States of America and Spain
for the avoidance of double taxation and the prevention of fiscal evasion with respect to taxes on income,
together with the related Protocol (the “Treaty”).

As used herein, a “U.S. holder” is a beneficial owner of Sovereign common stock that is, for U.S. federal
income tax purposes: (i) a citizen or resident of the United States; (ii) a corporation, or other entity taxable as
a corporation, created or organized in or under the laws of the United States or any political subdivision
thereof; or (iii) an estate or trust the income of which is subject to U.S. federal income taxation regardless of
its source. Holders of Sovereign common stock who are not U.S. holders may be subject to different tax
consequences than those described below and are urged to consult their tax advisors regarding their tax
treatment under U.S. and non-U.S. tax laws.
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The following does not discuss all aspects of U.S. federal income taxation of the transaction that might be
relevant to U.S. holders in light of their particular circumstances, or those U.S. holders that may be subject to
special rules, such as dealers in securities or currencies, brokers, banks, financial institutions, insurance
companies, mutual funds, tax-exempt organization, U.S. holders subject to the alternative minimum tax, persons
whose functional currency is not the U.S. dollar, U.S. holders who hold Sovereign common stock or Santander
ADSs as part of a hedge, straddle, constructive sale or conversion transaction or other integrated investment,
U.S. holders that acquired Sovereign common stock pursuant to the exercise of an employee stock option or
otherwise as compensation, or U.S. holders who exercise statutory appraisal rights. In addition, it does not
address the U.S. federal income tax consequences to U.S. holders that do not hold Sovereign common stock as
“capital assets” within the meaning of Section 1221 of the Code (generally, property held for investment) and
does not address any aspect of foreign, state, local, estate, gift or other tax law that may be applicable to a
U.S. holder.

The tax consequences to U.S. holders that hold Sovereign common stock through a partnership or other
pass-through entity, generally, will depend on the status of the U.S. holder and the activities of the partnership.
Partners in a partnership or other pass-through entity holding Sovereign common stock should consult their
tax advisors.

The U.S. Treasury has expressed concerns that parties to whom American Depositary Receipts are
released before delivery of shares to the depositary (a “pre-release”), or intermediaries in the chain of
ownership between U.S. holders and the issuer of the security underlying the American Depositary Receipts
may be taking actions that are inconsistent with the claiming of foreign tax credits for U.S. holders of
American Depositary Receipts. These actions would also be inconsistent with the claiming of the reduced rate
of tax, described below, applicable to dividends received by certain non-corporate holders. Accordingly, the
creditability of Spanish taxes and the availability of the reduced tax rate for dividends received by certain non-
corporate holders, each described below, could be affected by actions taken by these parties or intermediaries.

This summary of material U.S. federal income tax consequences is for general information only and
is not tax advice. Holders are urged to consult their tax advisors with respect to the application of
U.S. federal income tax laws to their particular situations as well as any tax consequences arising under
the U.S. federal estate or gift tax rules, or under the laws of any state, local, foreign or other taxing
jurisdiction or under any applicable tax treaty.

Exchange of Shares of Sovereign Common Stock for Santander ADSs Pursuant to the Transaction

The receipt of Santander ADSs in exchange for shares of Sovereign common stock pursuant to the
transaction will be a taxable transaction for U.S. federal income tax purposes. In general, a U.S. holder whose
shares of Sovereign common stock are exchanged for Santander ADSs in the transaction will recognize capital
gain or loss for U.S. federal income tax purposes in an amount equal to the difference, if any, between the fair
market value of the Santander ADSs (including the fair market value of the fractional Santander ADSs) on the
date of the exchange received with respect to such Sovereign common stock and the U.S. holder’s adjusted tax
basis in such Sovereign common stock. Gain or loss will be determined separately for each block of Sovereign
common stock (i.e., shares acquired at the same cost in a single transaction) exchanged for Santander ADSs
pursuant to the transaction. Such gain or loss will be long-term capital gain or loss provided that a U.S. holder’s
holding period for such shares is more than one year at the time of the consummation of the transaction.
Long-term capital gains of individuals are currently generally eligible for reduced rates of taxation. The
deductibility of capital losses is subject to certain limitations. A U.S. holder will have a tax basis in the
Santander ADSs received equal to their fair market value on the date of the exchange, and the U.S. holder’s
holding period with respect to such Santander ADSs will begin on the day after the date of the exchange.

In addition, a U.S. holder will recognize capital gain or loss on the receipt of cash in lieu of a fractional
Santander ADS equal to the difference, if any, between the amount of cash received and the U.S. holder’s
basis in such fractional Santander ADS. Such gain or loss, if any, will be short-term capital gain or loss.
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For U.S. federal income tax purposes, U.S. holders of Santander ADSs will generally be treated as the owners
of the underlying ordinary shares represented by those ADSs. Accordingly, no gain or loss will be recognized if a
U.S. holder exchanges Santander ADSs for the underlying Santander ordinary shares represented by those ADSs.

Taxation of Distributions on Santander ADSs

Subject to the discussion of the passive foreign investment company rules below, to the extent paid out of
Santander’s current or accumulated earnings and profits (as determined in accordance with U.S. federal income
tax principles), distributions, including the amount of any Spanish withholding tax, made with respect to Santander
ADSs (other than certain pro rata distributions of Santander’s capital stock or rights to subscribe for shares of
Santander’s capital stock) will be includible in the income of a U.S. holder as foreign source ordinary dividend
income. Because Santander does not maintain calculations of its earnings and profits under U.S. federal income
tax principles, it is expected that distributions generally will be reported to U.S. holders as dividends. These
dividends will not be eligible for the “dividends received deduction” generally allowed to corporations receiving
dividends from domestic corporations under the Code. The amount of the distribution will equal the U.S. dollar
value of the euros received, calculated by reference to the exchange rate in effect on the date that distribution is
received (which, for U.S. holders of Santander ADSs, will be the date that distribution is received by the
depositary), whether or not the depositary or U.S. holder in fact converts any euros received into U.S. dollars at
that time. If the euros are converted into U.S. dollars on the date of receipt, a U.S. holder generally will not be
required to recognize foreign currency gain or loss in respect of the dividend income. A U.S. holder may have
foreign currency gain or loss if the euros are converted into U.S. dollars after the date of receipt. Any gains or
losses resulting from the conversion of euros into U.S. dollars will be treated as ordinary income or loss, as the
case may be, of the U.S. holder and will be U.S. source.

Subject to applicable limitations, including satisfaction of certain minimum holding period requirements,
and the discussion above regarding concerns expressed by the U.S. Treasury, under current law, dividends paid
to certain non-corporate U.S. holders in taxable years beginning before January 1, 2011 will be taxed at a
maximum rate of 15%. Non-corporate holders should consult their own tax advisors to determine the
implications of the rules regarding this favorable rate in their particular circumstances.

Subject to certain generally applicable limitations that may vary depending upon a U.S. holder’s
circumstances and subject to the discussion above regarding concerns expressed by the U.S. Treasury, a
U.S. holder will be entitled to a credit against its U.S. federal income tax liability for Spanish withholding
taxes, which will be limited to the rate provided by the Treaty if the U.S. holder is eligible to claim the lower
Treaty rate. The limitation on foreign taxes eligible for credit is calculated separately with regard to specific
classes of income. Instead of claiming a credit, a U.S. holder may, at its election, deduct such otherwise
creditable Spanish taxes in computing taxable income, subject to generally applicable limitations under
U.S. law. A U.S. holder must satisfy minimum holding period requirements in order to be eligible to claim a
foreign tax credit for foreign taxes withheld on dividends. The rules governing foreign tax credits are complex
and, therefore, U.S. holders are urged to consult their own tax advisors to determine whether they are subject
to any special rules that limit their ability to make effective use of foreign tax credits.

Sale and Other Disposition of Santander ADSs

Subject to the discussion of the passive foreign investment company rules below, gain or loss realized by
a U.S. holder on the sale or exchange of Santander ADSs will be subject to U.S. federal income tax as capital
gain or loss (and will be long-term capital gain or loss if the U.S. holder held the Santander ADSs for more
than one year) in an amount equal to the difference between the U.S. holder’s tax basis in the Santander ADSs
and the amount realized on the disposition, which amount will include any Spanish taxes payable by, or on
behalf of, the U.S. holder in connection with such disposition. Gain or loss, if any, will be U.S. source for
foreign tax credit purposes. The deductibility of capital losses is subject to limitations. Long-term capital gain
of a non-corporate U.S. holder is generally taxed at a preferential rate.
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Passive Foreign Investment Company Rules

Santander believes that it was not a “passive foreign investment company” (a “PFIC”), for U.S. federal
income tax purposes for the taxable year 2007 and does not expect to become a PFIC for the foreseeable
future. However, because Santander’s PFIC status will depend upon the composition of Santander’s income
and assets and the market value of Santander’s assets (including, among others, less than 25% owned equity
investments) from time to time, and upon certain proposed Treasury Regulations that are not yet in effect but
are proposed to become effective for taxable years after December 31, 1994, there can be no assurance that
Santander will not be considered a PFIC for any taxable year.

If Santander were treated as a PFIC for any taxable year, any gain recognized by a U.S. holder on a sale or
other disposition of Santander ADSs would be allocated ratably over the U.S. holder’s holding period for the
Santander ADSs. The amounts allocated to the taxable year of the sale or other exchange and to any year before
Santander became a PFIC would be taxed as ordinary income. The amount allocated to all other taxable years
would be subject to tax at the highest rate in effect for individuals or corporations, as appropriate, and an interest
charge would be imposed on the tax allocated to such taxable years. Further, any distribution in respect of
Santander ADSs in excess of 125% of the average of the annual distributions on Santander ADSs received by
the U.S. holder during the preceding three years or the U.S. holder’s holding period, whichever is shorter, would
be subject to taxation as described above. Certain elections (including a mark to market election) may be
available to U.S. persons that may mitigate the adverse consequences resulting from PFIC status.

In addition, if Santander were to be treated as a PFIC in a taxable year in which it paid a dividend or the
prior taxable year, the 15% dividend rate discussed above with respect to dividends paid to non-corporate
holders would not apply.

Backup Withholding and Information Reporting

A U.S. holder may be subject to backup withholding on the delivery of Santander ADSs (or cash in lieu
of fractional Santander ADSs) to which such U.S. holder is entitled pursuant to the transaction and on
payments of dividends and sales proceeds made within the United States or through certain U.S.-related
financial intermediaries, unless the U.S. holder properly establishes an exemption or provides a taxpayer
identification number and otherwise complies with the backup withholding rules. Such delivery or payment
may also be subject to information reporting. Each U.S. holder should complete and sign the substitute
Internal Revenue Service (the “IRS”) Form W-9 that will be included as part of the letter of transmittal and
return it to the paying agent, in order to provide the information and certification necessary to avoid backup
withholding, unless an applicable exemption applies and is established in a manner satisfactory to the paying
agent. Backup withholding is not an additional tax. Any amounts withheld under the backup withholding rules
generally will be allowable as a refund or a credit against a U.S. holder’s U.S. federal income tax liability
provided the required information is timely furnished to the IRS.

SPANISH TAX CONSIDERATIONS

The discussion set out below summarizes certain material Spanish taxation considerations of the
acquisition, ownership and disposition of Santander shares (as they are defined on page 2 above) by a
Qualifying Shareholder (as defined below). They are based on current Spanish law and practice, which are
subject to change, possibly with retroactive effect. For purposes of the following discussion, for Spanish tax
purposes, holders of Santander ADSs will be treated the same as the holders of the underlying Santander
ordinary shares.

The below description is intended as a general guide and applies only to holders of Santander shares who
are resident in the United States for the purposes of the Treaty (as it is defined above) and entitled to its
benefits who do not carry on business activities through a permanent establishment (as defined in the Treaty)
located in Spain with which their holdings of Santander shares are effectively connected , and who own,
directly or indirectly, less than 25% of the voting stock of Santander (a “Qualifying Shareholder”).
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This summary is not a complete analysis or description of all the possible tax consequences of the
acquisition, ownership and disposition of Santander shares and does not address all tax consequences that may
be relevant to all categories of potential investors, some of whom may be subject to special rules. In particular,
this tax section does not address the Spanish tax consequences applicable to “look-through” entities.

Any holders of Santander shares who do not fall within the above description of a “Qualifying
Shareholder” or who are in any doubt as to their taxation position or obligations should consult their own
professional advisors immediately.

This summary of certain material Spanish taxation considerations is for general information only and is
not tax advice. Holders are urged to consult their tax advisors with respect to the application of the Spanish
tax law to their particular situations as well as any tax consequences arising under the laws of any foreign or
other taxing jurisdiction or under any applicable tax treaty.

(a) Spanish tax considerations of the Transaction

As a general rule, no charge to Spanish tax (including Spanish Transfer Tax or Value Added Tax) will
arise to Qualifying Shareholders in respect of the reincorporation merger, the share exchange or the receipt by
them of the Santander shares.

This notwithstanding, if a Qualifying Shareholder receives a cash payment in lieu of a fractional
Santander share, that Qualifying Shareholder may be treated as realizing a capital gain on a Spanish asset,
with the resultant reporting obligations described in Section (c) below.

(b) Taxation of dividends

As a general rule, dividends paid on Santander shares to a Qualifying Shareholder will be subject to
Spanish withholding tax on the gross amount of the dividend, currently at a rate of 18%. Notwithstanding the
above, the following exemptions or reduced rates may be applicable under Spanish tax law:

(i) dividends and similar sources of income distributed by Spanish companies to a Qualifying
Shareholder who is an individual will be exempt from Spanish tax up to an annual amount of A1,500 for
all of his/her Spanish sourced dividend income. However, Spanish withholding tax will nevertheless be
required to be deducted from the gross amount of the dividends, and Qualifying Shareholders claiming
this exemption will have to seek a refund of such withholding taxes from the Spanish tax authorities as
described below. The current practice of the Spanish tax authorities is that such refund cannot be claimed
until after the end of the calendar year in which the dividends are paid;

(ii) Qualifying Shareholders may benefit from a 15% reduced rate of withholding tax on the gross
amount of the dividend, subject to providing the depositary of the Santander shares, JPMorgan Chase Bank,
N.A., before the tenth day following the end of the month in which the dividends are distributable, with
evidence of the tax residence of the Qualifying Shareholder by means of a certificate of tax residence issued
by the United States Internal Revenue Service (the “IRS”) stating that to the knowledge of the IRS, the
Qualifying Shareholder is a resident of the United States within the meaning of the Treaty.

For Spanish tax purposes, such IRS certificate is valid for one year from the date it is issued.

Qualifying Shareholders who do not provide the required documentation within the applicable time limits
may alternatively be able to obtain a refund of the 3% difference between the domestic and Treaty withholding
tax rates, as discussed in the paragraph below.

As regards this refund, under Spanish legislation currently in force, the Qualifying Shareholder would be
required to file (i) the applicable Spanish tax return (currently, Form 210), (ii) a valid certificate of tax
residence issued by the U.S. tax authorities referred to above, and (iii) a certificate from Santander stating that
Spanish tax was withheld with respect to such Qualifying Shareholder (i.e., the relevant dividend statement). A
refund claim must be filed within four years of the date on which the withholding tax was collected by the
Spanish tax authorities. You are advised to consult your own tax advisor regarding refund procedures and any
U.S. tax implications of refund procedures.
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Qualifying Shareholders will not be required to file a Spanish tax return in respect of dividends received
on the Santander shares from which tax is withheld as described in the preceding paragraphs.

(c) Taxation of capital gains

As a general rule, any capital gains derived from securities issued by persons residing in Spain for tax
purposes are considered to be Spanish source income and, therefore, are taxable in Spain. For Spanish tax
purposes, income obtained from the disposal of Santander shares will be treated as capital gains. Spanish Non-
Resident Income Tax is currently levied at an 18% tax rate on capital gains obtained by persons not residing
in Spain for tax purposes who are not entitled to the benefit of any applicable treaty for the avoidance of
double taxation. Capital gain and losses will be calculated separately for each transaction and it is not possible
to offset losses against capital gains.

However, under the Treaty, capital gains realized upon the disposition of Santander shares will not be
taxed in Spain provided the Qualifying Shareholder has not held, directly or indirectly, 25% or more of
Santander shares during the twelve months preceding the disposition of the stock. Qualifying Shareholders are
required to establish that they are entitled to this exemption by providing to the relevant Spanish tax authorities
a certificate of tax residence in the United States for the purposes of the Treaty duly issued by the relevant
U.S. tax authorities, together with the appropriate Spanish tax return (currently, Form 210), not later than
30 days after the capital gain was realized.

For Spanish tax purposes, Qualifying Shareholders of Santander ADSs will generally be treated as owners
of the underlying ordinary shares represented by those ADSs. Accordingly, no gain or loss should be recognized
if a Qualifying Shareholder exchanges Santander ADSs for the underlying shares represented by those ADSs.

(d) Wealth Tax

Unless an applicable convention for the avoidance of double taxation provides otherwise (and the Treaty
does not so provide), individuals not residing in Spain for tax purposes who hold Santander shares are subject to
the Spanish Wealth Tax (Spanish Law 19/1991), which imposes a tax on property and rights located in Spain or
that can be exercised within the Spanish territory on the last day of any year at marginal rates varying between
0.2% and 2.5% of the average market value of such Santander shares during the last quarter of such year.

However, please note that a Bill amending the Spanish Law 19⁄1991 has recently entered the Spanish
Parliament. According to the Bill, with effect as of 1 January 2008 any individual, whether tax resident in
Spain or not, subject to Wealth Tax will be entitled to a tax credit equal to 100% of the Wealth Tax liability.
Therefore, if the Bill was finally passed by the Spanish Parliament under its current wording, which is still
uncertain, no Wealth Tax would be due.

(e) Inheritance and Gift Tax

Unless an applicable convention for the avoidance of double taxation provides otherwise (and the Treaty
does not so provide), transfers to non-Spanish resident individuals of Santander shares upon death or by gift
are subject to Spanish Inheritance and Gift Tax. The applicable tax rate, after applying all relevant factors,
ranges between 0% and 81.6% for individuals.

Gifts granted to corporation Qualifying Shareholders are subject to Spanish Non-Resident Income Tax at
an 18% tax rate on the fair market value of the Santander shares as a capital gain. However, the exclusions
available under the Treaty described in the section “Taxation of capital gains” above will be applicable.

(f) Transfer Tax and VAT

Subscription, acquisition and transfers of Santander ADSs or ordinary shares are exempt from Transfer
Tax and Value Added Tax. Additionally, no stamp duty or registration tax is levied as a result of such
subscription, acquisition and transfers.
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(g) Compliance

In certain circumstances, the Spanish tax authorities can impose penalties for failure to comply with the
Spanish tax requirements referred to in Sections (c) and (e) above. Such penalties may in certain cases be
based on the amount of tax payable.

INFORMATION ABOUT THE COMPANIES

Santander

Santander is the parent bank of Grupo Santander. It was established on March 21, 1857 and incorporated
in its present form by a public deed executed in Santander, Spain, on January 14, 1875.

Banco Santander, S.A. and its consolidated subsidiaries are a group of banking and financial companies
that operate through a network of offices and subsidiaries across Spain and other European (including the
United Kingdom, Austria, the Czech Republic, Germany, Hungary, Italy, Portugal and Norway) and Latin
American countries. As at September 30, 2008, it was the largest banking group in the euro zone by market
capitalization, with a stock market capitalization of A65.67 billion, stockholders’ equity of A53.80 billion and
total assets of A953.03 billion. It had an additional A126.69 billion in mutual funds, pension funds and other
assets under management (excluding assets under management related to insurance savings products) at that
date. For the nine months ended September 30, 2008, it reported net attributable income of A6.94 billion. At
that date, it employed approximately 133,000 people and had approximately 11,680 branches and some
80 million customers worldwide.

Santander’s principal operations are in Spain, the United Kingdom, Portugal, Germany, Italy and Latin
America. It also has significant operations in New York as well as financial investments in Sovereign and
Attijariwafa Bank Société Anonyme (formerly, Banque Commerciale du Maroc). In Latin America, it has
majority shareholdings in banks in Argentina, Brazil, Chile, Colombia, Mexico, Puerto Rico, Uruguay and
Venezuela.

In accordance with the criteria established by the EU-IFRS required to be applied under Bank of Spain’s
Circular 4/2004, the structure of the operating business areas has been segmented into two levels:

Principal level (or geographic). The activity of Santander’s operating units is segmented by geograph-
ical areas. This coincides with its first level of management and reflects its positioning in the world’s three
main currency areas. The reported segments are:

• Continental Europe. This covers all retail banking business (including Banco Banif, S.A. (“Banif”), its
specialized private bank), wholesale banking and asset management and insurance conducted in Europe,
with the exception of Abbey. This segment includes the following units: the Santander Branch Network,
Banco Español de Crédito, S.A. (“Banesto”), Santander Consumer Finance and Portugal.

• United Kingdom (Abbey). This covers only Abbey’s business, mainly focused on retail banking in the
UK.

• Latin America. This embraces all the financial activities conducted via its subsidiary banks and other
subsidiaries in Latin America. It also includes the specialized units in International Private Banking, as
an independent globally managed unit. Its business in New York is also managed in this area.

Secondary level (or business). This segments the activity of its operating units by type of business. The
reported segments are:

• Retail Banking. This covers all customer banking businesses (except those of Corporate Banking,
which are managed globally throughout the world).

• Global Wholesale Banking. This business reflects the returns from Global Corporate Banking,
Investment Banking and Markets worldwide, including all treasury activities under global management,
as well as its equities business.
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• Asset Management and Insurance. This includes its units that design and manage mutual and pension
funds and insurance.

In addition to these operating units, which cover everything by geographic area and business, Santander
continues to maintain a separate Financial Management and Equity Stakes area. This area incorporates the
centralized activities relating to equity stakes in industrial and financial companies, financial management of
the structural exchange rate position and of the parent Bank’s structural interest rate risk, as well as
management of liquidity and of shareholders’ equity through issues and securitizations. As the Group’s holding
entity, it manages all capital and reserves and allocations of capital and liquidity.

The principal executive office of Santander is located at Avenida de Cantabria, s/n, 28660 Boadilla del
Monte, Madrid, Spain, and its telephone number at that location is 34-91-259-6520. Santander’s Internet
website is www.santander.com.

Additional information about Santander and its subsidiaries is included in Santander’s 2007 Form 20-F,
which is incorporated by reference in this document. See “Where You Can Find More Information” on
page 122.

Sovereign

Sovereign is the parent company of Sovereign Bank, a federally chartered savings bank. Sovereign had
approximately 750 community banking offices, over 2,300 ATMs and about 12,000 team members as of
December 31, 2007 with principal markets in the Northeastern United States. Sovereign’s primary business
consists of attracting deposits from its network of community banking offices, and originating small business
and middle market commercial loans, multi-family loans, residential mortgage loans, home equity loans and
lines of credit, and auto and other consumer loans in the communities served by those offices.

Sovereign was incorporated in 1987 as a holding company for Sovereign Bank. Sovereign Bank was
created in 1984 under the name Penn Savings Bank, F.S.B. through the merger of two financial institutions
with market areas primarily in Berks and Lancaster counties, Pennsylvania. Sovereign Bank assumed its
current name on December 31, 1991.

The principal executive office of Sovereign is located at 1500 Market Street, Philadelphia, Pennsylvania,
and its telephone number is (267) 256-8601. Sovereign’s Internet website is www.sovereignbank.com.

Additional information about Sovereign and its subsidiaries is included in Sovereign’s 2007 Form 10-K,
which is incorporated by reference in this document. See “Where You Can Find More Information” on
page 122.

Sovereign Virginia

Sovereign Merger Corporation, referred to in this document as “Sovereign Virginia,” was incorporated in
Virginia on November 5, 2008 and is a direct, wholly owned subsidiary of Sovereign, formed by Sovereign
solely for purposes of completing the transaction with Santander. Sovereign Virginia has not engaged and,
prior to the reincorporation merger, will not engage in any activities other than activities incidental to its
formation and in connection with or contemplated by the transaction agreement. The address of the principal
executive office of Sovereign Virginia is 1500 Market Street, Philadelphia, Pennsylvania and its telephone
number is (267) 256-8601.
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SOVEREIGN COMMON STOCK OWNERSHIP OF DIRECTORS AND EXECUTIVE OFFICERS

SECURITY OWNERSHIP OF CERTAIN
BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth certain information, including information regarding beneficial ownership
of shares of Sovereign common stock outstanding as of the record date, for (i) Sovereign’s directors, (ii) each
of Sovereign’s executive officers, (iii) all of Sovereign’s directors and executive officers as a group, and
(iv) each person or group owning more than 5% of the outstanding shares of Sovereign common stock. Unless
otherwise indicated, each such Sovereign director and each such executive officer holds sole voting and
investment power over the shares listed as beneficially owned and such shares constitute less than 1% of the
outstanding shares. Unless otherwise indicated in a footnote, (i) shares indicated as being subject to options
are shares issuable within 60 days following December 19, 2008, the record date, including, but not limited to,
through the exercise of outstanding and vested options under Sovereign’s equity compensation plans, and
(ii) shares are not pledged as security.

Amount and
Nature of
Beneficial

Ownership(1)
Percentage of

Common Stock

Directors
Gonzalo de Las Heras . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0(2)
P. Michael Ehlerman . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 86,816
Brian Hard . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 62,680
Marian L. Heard . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20,310
Andrew C. Hove, Jr. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 62,669(3)
Gabriel Jaramillo . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0(4)
William J. Moran . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 48,139
Maria Fiorini Ramirez . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24,189
Cameron C. Troilo, Sr. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 922,173(5)
Ralph V. Whitworth . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 52,811,143(6) 7.95%
Executive Officers
Joseph P. Campanelli . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 641,775(7)
Mark R. McCollom . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 158,190(8)
Kirk W. Walters . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,386,201(9)
Salvatore J. Rinaldi . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 224,484(10)
M. Robert Rose . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 89,429(11)
Patrick J. Sullivan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 151,128(12)
James J. Lynch . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 193,361(13)
All Sovereign directors and executive officers as a group (21 persons) . . . . . . . 57,071,061(14) 8.60%
Banco Santander, S.A. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 165,919,150(15) 24.99%

c/o Banco Santander, S.A.,
New York Branch
45 East 53rd Street
New York, NY 10022

Relational Investors, LLC . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 52,811,143(16) 7.95%
12400 High Bluff Drive
Suite 600
San Diego, CA 92130

(1) Except as otherwise provided for herein, the table reflects data as of December 18, 2008 and as provided
by each director and executive officer. The table also reflects shares of Sovereign common stock held by
the trustee of the Sovereign Retirement Plan which have been allocated to the accounts of the executive
officers identified in the table, and as a group.
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(2) Excludes 165,919,150 shares owned by Santander, as to which Mr. de Las Heras disclaims beneficial
ownership. See footnote 15 to this table for more information regarding Santander’s ownership of Sover-
eign common stock.

(3) Includes 2,100 shares as to which Mr. Hove has shared voting or investment power.

(4) Excludes 165,919,150 shares owned by Santander, as to which Mr. Jaramillo disclaims beneficial owner-
ship. See footnote 15 to this table for more information regarding Santander’s ownership of Sovereign
common stock.

(5) Includes (a) 425,893 shares as to which Mr. Troilo has shared voting or investment power and
(b) 100,800 shares issuable upon exercise of outstanding options.

(6) Mr. Whitworth is a Principal of Relational Investors, LLC. Based on Amendment No. 13 to the Sched-
ule 13D filed with the SEC on November 25, 2008, Relational Investors, LLC directly holds
8,640,172 shares. Furthermore, Relational Investors, LLC is the sole general partner, or the sole managing
member of the general partner of the following entities: (a) Relational Investors, L.P., which holds
8,063,673 shares, (b) Relational Fund Partners, L.P., which holds 254,735 shares, (c) Relational Coast Part-
ners, L.P., which holds 599,598 shares, (d) Relational Partners, L.P., which holds 191,013 shares, (e) RH
Fund 1, L.P., which holds 6,789,761 shares, (f) RH Fund 4, L.P., which holds 1,886,009 shares, (h) RH
Fund 6, L.P., which holds 3,107,765 shares, (i) RH Fund 7, L.P., which holds 627,915 shares, (j) Relational
Investors III, L.P., which holds 196,359 shares, (k) Relational Investors VIII, L.P., which holds
8,268,600 shares, (l) Relational Investors IX, L.P., which holds 1,880,966 shares, (m) Relational Investors
X, L.P., which holds 5,058,131 shares, (n) Relational Investors XV, L.P., which holds 1,353,223 shares,
(p) Relational Investors XVI, L.P., which holds 442,953 shares, (q) Relational Investors XX, L.P., which
holds 1,168,740 shares, (r) Relational Investors XXII, L.P., which holds 1,448,393 shares, and (s) Relational
Investors Alpha Fund I, L.P., which holds 2,854,248 shares. With respect to any of the foregoing shares,
Mr. Whitworth disclaims beneficial ownership of these securities except to the extent of his pecuniary inter-
est therein. Mr. Whitworth also directly owns 13,639 shares of Sovereign common stock.

(7) Based on Mr. Campanelli’s beneficial ownership as of September 30, 2008, which is the date of termina-
tion of his employment with Sovereign pursuant to a Separation and Consulting Agreement entered into
by and between Mr. Campanelli and Sovereign, dated September 30, 2008. Includes: (a) 401,026 shares
issuable upon exercise of outstanding options, (b) 25,234 shares held by the Retirement Plan which are
allocated to Mr. Campanelli’s account and over which Mr. Campanelli exercises voting power, and
(c) 29,125 shares of Sovereign common stock under the Sovereign Bonus Deferral Program.

(8) Based on Mr. McCollom’s beneficial ownership as of March 3, 2008, which is the date of termination of
his employment with Sovereign pursuant to a Separation Agreement entered into by and between
Mr. McCollom and Sovereign, dated February 20, 2008. Includes: (a) 89,745 shares issuable upon exer-
cise of outstanding options, and (b) 25,321 shares held by the Retirement Plan which are allocated to
Mr. McCollom’s account and over which Mr. McCollom exercises voting power.

(9) Includes: (a) 300,000 shares issuable upon exercise of outstanding options, (b) 100,000 shares of Sover-
eign common stock awarded as restricted stock under one or more of Sovereign’s stock incentive plans,
(c) 5,246 shares held by the Retirement Plan which are allocated to Mr. Walters’ account and over which
Mr. Walters exercises voting power, (e) 180,955 shares of restricted stock units, and (f) 700,000 shares of
stock appreciation rights.

(10) Includes: (a) 89,026 shares issuable upon exercise of outstanding options, (b) 22,581 shares held by the
Retirement Plan which are allocated to Mr. Rinaldi’s account and over which Mr. Rinaldi exercises voting
power, (c) 83,133 shares of Sovereign common stock awarded as restricted stock under one or more of
Sovereign’s stock incentive plans, and (d) 5,276 shares of Sovereign common stock under the Sovereign
Bonus Deferral Program.

(11) Includes 105 shares as to which Mr. Rose has shared voting or investment power. Includes
(a) 29,457 shares issuable upon exercise of outstanding options, (b) 3,774 shares held by the Retirement
Plan which are allocated to Mr. Rose’s account and over which he exercises voting power,
(c) 37,482 shares of Sovereign common stock awarded as restricted stock under one or more of
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Sovereign’s stock incentive plans, and (d) 5,360 shares of Sovereign common stock under the Sovereign
Bonus Deferral Program.

(12) Includes: (a) 26,250 shares issuable upon exercise of outstanding options, (b) 9,266 shares held by the
Retirement Plan which are allocated to Mr. Sullivan’s account and over which he exercises voting power,
(c) 72,971 shares of Sovereign common stock awarded as restricted stock under one or more of Sover-
eign’s stock incentive plans, and (d) 9,608 shares of Sovereign common stock under the Sovereign Bonus
Deferral Program.

(13) Based on Mr. Lynch’s beneficial ownership as reported in the Form 4 filed by Mr. Lynch with the SEC
on February 22, 2007, which was the last such report filed by Mr. Lynch prior to his resignation as of
September 30, 2007. Includes 149,173 shares issuable upon exercise of outstanding options.

(14) In the aggregate, these persons hold shared voting or investment power over 57,071,061 shares. The num-
ber and percentage of shares beneficially owned by them include (a) 1,237,727 shares issuable upon exer-
cise of outstanding options, (b) 95,772 shares held by the Retirement Plan which are allocated to the
executive officers’ accounts and over which they exercise voting power, (c) 420,036 shares of Sovereign
common stock awarded as restricted stock under one or more of Sovereign’s stock incentive plans,
(d) 51,693 shares under the Sovereign Bonus Deferral Program, (e) 180,955 shares of restricted stock
units, and (f) 700,000 shares of stock appreciation rights.

(15) Based on Amendment No. 11 to the Schedule 13D filed on November 25, 2008 with the SEC.

(16) See footnote 6 to this table for information regarding the ownership of Sovereign common stock by Rela-
tional Investors, LLC and affiliated entities.

94



COMPARISON OF YOUR RIGHTS AS A HOLDER OF SOVEREIGN
COMMON SHARES AND YOUR RIGHTS AS A POTENTIAL HOLDER OF

SANTANDER ORDINARY SHARES OR SANTANDER ADSs

Santander is a company organized under the laws of the Kingdom of Spain and is governed by the
Spanish Corporation Law. As Santander is a Spanish company, the rights of holders of Santander’s ordinary
shares are governed directly, and the rights of the holders of Santander’s ADSs are governed indirectly, by
Spanish law and by Santander’s bylaws (estatutos). The rights of holders of Santander ADSs are governed by
New York law and the deposit agreement under which the Santander ADSs are issued. Sovereign is a
Pennsylvania corporation and is governed by the BCL. The rights of Sovereign shareholders are governed by
Pennsylvania law and by Sovereign’s amended and restated articles of incorporation and amended bylaws. The
rights of shareholders under Spanish law and the rights of shareholders under Pennsylvania law differ in
certain respects. See “Description of Santander Ordinary Shares” and “Description of Santander American
Depositary Shares” for more information about, respectively, Santander ordinary shares and Santander ADSs.

The following discussion of the material differences between the rights of Santander ordinary shareholders
and Sovereign common stock shareholders is only a summary and does not purport to be a complete
description of these differences. The following discussion is qualified in its entirety by reference to the
Spanish Corporation Law and the BCL, as well as the full text of the Santander bylaws, which are filed as
exhibits to the registration statement in which this document is included, and the Sovereign amended and
restated articles of incorporation and the Sovereign amended bylaws, copies of which are on file with the SEC.
For information on how you can obtain copies of these documents, see “Where You Can Find More
Information” on page 122.

Sovereign Santander

CORPORATE GOVERNANCE

Sovereign’s amended and restated articles of
incorporation, its amended bylaws and the BCL
govern the rights of holders of Sovereign
common stock.

Santander’s bylaws, Santander’s rules and
regulations for the general shareholders’ meeting
and the Spanish Corporation Law, as amended
from time to time, govern the rights of holders
of Santander ordinary shares.

AUTHORIZED CAPITAL STOCK

Authorized Shares. At November 17, 2008, the
total number of authorized shares of Sovereign
capital stock was 807,500,000 shares, consisting
of 800,000,000 shares of Sovereign common
stock, no par value per share, and
7,500,000 shares of Sovereign preferred stock.

Issued Shares. At December 3, 2008,
Santander’s share capital was A3,997,029,701.50
and consisted of 7,994,059,403 Santander
ordinary shares, nominal value A0.50 per share.

The Sovereign board of directors is authorized to
issue the shares of preferred stock in one or
more series and to determine the voting rights,
designations, preferences and other special rights
of the series being issued.

VOTING RIGHTS. ACTION BY WRITTEN CONSENT

Voting Rights. The holders of Sovereign
common stock are entitled to one vote per share
on all matters presented to shareholders.

Voting Rights. Each Santander ordinary share
entitles the holder to one vote at Santander’s
general shareholders meeting.

Action by Written Consent. Sovereign’s amended
and restated articles of incorporation do not
permit shareholder action by either unanimous or
partial written consent.

Action by Written Consent. Spanish Corporation
Law does not permit actions reserved to the
shareholders meeting without a meeting.
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AMENDMENT TO THE ARTICLES OF INCORPORATION

Under Pennsylvania law, amendments to a
corporation’s articles of incorporation must be
approved by a resolution of the board of
directors and by the affirmative vote of a
majority of the votes cast by all shareholders
entitled to vote. If an amendment would make
any changes in the preferences, limitations or
special rights of the shares of a class adverse to
the class, authorize a new class having a
preference as to dividends or assets which are
senior to the shares of a class, increase the
number of authorized shares of any class having
a preference as to dividends or assets which are
senior in any respect to the shares of a class or
make the outstanding shares of a class
redeemable by a method that is not pro rata, by
lot or otherwise equitable, then a majority of
shares of that class must also approve the
amendment. Pennsylvania law also permits a
corporation to require in its articles of
incorporation a greater proportion of voting
power to approve a specified amendment.

Not applicable. Under the Spanish Corporation
Law, the operative parts going forward of the
articles of incorporation are reflected in the
relevant company’s bylaws.

Sovereign’s amended and restated articles of
incorporation contain various provisions that
require a super-majority vote of shareholders to
amend or repeal particular sections of such
articles. Amendment or repeal of the provisions
of Sovereign’s articles relating to noncumulative
voting, the classification of directors, a super-
majority vote of shareholders to approve mergers
and other similar transactions with a person or
entity (other than transactions receiving specified
approval by the Sovereign board of directors),
the requirement of holding meetings for
shareholder action, amendments to the bylaws
and the consideration of non-economic factors
by Sovereign’s board of directors in evaluating
an offer by another party to acquire an interest in
Sovereign, all require either(i) the affirmative
vote of 80% of the shares entitled to vote, or
(ii) the affirmative vote of 80% of the members
of Sovereign’s board of directors and the
affirmative vote of shareholders entitled to cast
at least a majority of votes which all
shareholders are entitled to cast.
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AMENDMENT TO THE BYLAWS

The authority to amend or repeal Sovereign’s
amended bylaws is vested in Sovereign’s board
of directors, subject always to the power of the
shareholders of Sovereign to change such action
by the affirmative vote of shareholders holding at
least 662⁄3% of the voting power (except that any
amendment to the indemnification provisions set
forth in the amended bylaws shall require the
affirmative vote of 662⁄3% of the Sovereign board
of directors or shareholders holding 80% of the
votes that all shareholders are entitled to cast).

Under the Spanish Corporation Law,
shareholders have the power to amend any
provision of a company’s bylaws. The board of
directors of a company is not authorized to
change the company’s bylaws (except for very
minor amendments, such as the change of the
corporate domicile within the same
municipality).

Amendments (as well as other matters such as
the issuance of bonds, the increase or reduction
of the share capital, mergers and demergers)
require (i) that at the relevant general
shareholders meeting a quorum of shareholders
representing 50% of the voting capital, if the
meeting is held on first call, or a quorum of
shareholders representing 25%, if the meeting is
held on second call, is present or represented;
and (ii) a simple majority of the voting capital
present or represented at the meeting, unless the
meeting is held on second call and less than 50%
of the voting capital is present or represented, in
which case, a two-thirds majority of the voting
capital (either present or represented at the
meeting) is required.

RIGHT TO DIVIDENDS

Holders of Sovereign common stock are entitled
to receive dividends ratably when, as and if
declared by the Sovereign board of directors
from funds legally available for the payment of
dividends, after payment of all dividends on
preferred stock, if any is outstanding.

Santander shareholders have the right to
participate in any dividend distribution in
proportion to the paid-in capital corresponding to
their Santander ordinary shares.

APPRAISAL RIGHTS

The holders of Sovereign common stock are not
entitled to dissenters’ rights under the BCL.

Rights of Separation. Under the Spanish
Corporation Law, shareholders do not generally
have the right to require a company to purchase
his or her shares in the company. As an
exception, in very limited circumstances (such as
the substitution of the corporate purpose or the
transfer of the corporate domicile to another
country), shareholders that have not voted in
favor of the corresponding resolution have the
right to request the company to purchase his or
her shares (for listed shares, at the average
market price of the shares over the last quarter).
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PREEMPTIVE RIGHTS

The holders of Sovereign common stock do not
have preemptive rights to subscribe for a
proportionate share of any additional securities
issued by Sovereign before such securities are
offered to others.

Each holder of Santander ordinary shares has a
preferential right by operation of law to
subscribe for shares in proportion to its
shareholding in each new issue of Santander
ordinary shares. Holders of Santander ordinary
shares have the same right upon the issuance of
convertible debt by Santander. Holders of
convertible debt also have preemptive rights.
However, preemptive rights of shareholders and
holders of convertible debt may be excluded
under certain circumstances by specific approval
at the general shareholders meeting (or upon its
delegation by the Santander board of directors)
and preemptive rights are deemed excluded by
operation of law in respect of certain issuances.

ATTENDANCE AND VOTING AT MEETINGS OF SHAREHOLDERS

Every common shareholder of record as of the
applicable record date has the right to notice of
and to vote, in person or by proxy, at any
shareholders’ meeting.

Each Santander ordinary share entitles the holder
to one vote at Santander’s general shareholders
meetings. Under both the Spanish Corporation
Law and Santander’s bylaws, only holders of
Santander ordinary shares who have their
Santander ordinary shares duly registered in the
appropriate records at least five days prior to the
day on which a meeting is scheduled to be held
may attend and vote at such meeting.

SPECIAL MEETINGS OF SHAREHOLDERS

Special meetings of the shareholders may be
called at any time by any of the following:(i) the
Sovereign board of directors at a duly called and
held meeting of the Sovereign board of directors
or upon the unanimous written consent of the
members of the Sovereign board of directors; or
(ii) the Chairman of the board of directors or the
Chief Executive Officer, but only upon receiving
written direction of at least a majority of
directors then in office.

Extraordinary general shareholders meetings may
be called from time to time by Santander’s board
of directors whenever the board considers it
advisable for the company’s interests, and also if
so requested by shareholders representing at least
5% of the outstanding share capital of Santander.
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SHAREHOLDER PROPOSALS AND NOMINATIONS

Sovereign’s amended bylaws establish
procedures that shareholders must follow to
nominate persons for election to the Sovereign
board of directors. The shareholder making the
nomination must provide notice in writing,
delivered or mailed by first class United States
mail, postage prepaid, to the Secretary of
Sovereign not less than 90 days nor more than
120 days prior to any meeting of shareholders
called for election of directors; provided,
however, that if less than 21 days’ notice of the
meeting is given to shareholders, such written
notice shall be delivered or mailed, as
prescribed, to the Secretary of Sovereign not
later than the close of the seventh day following
the day on which notice was mailed to
shareholders. Other matters proposed by
shareholders to be placed on the agenda for
consideration at an annual meeting of
shareholders must be made by notice in writing,
delivered or mailed by first class United States
mail, postage prepaid, to the Secretary of
Sovereign not less than 90 nor more than
150 days prior to the meeting; provided,
however, that if less than 21 days’ notice of the
meeting is given to shareholders, such written
notice shall be delivered or mailed, as
prescribed, to the Secretary of Sovereign not
later than the close of the seventh day following
the day on which notice was mailed to
shareholders. The Chairman of a meeting of
shareholders may, if the facts warrant, determine
and declare to the meeting that a nomination was
not made in accordance with the foregoing
procedure, and if he should so determine, he
shall so declare to the meeting and the defective
nomination or other matter shall be disregarded.

Santander shareholders representing at least 5%
of Santander’s share capital may request the
publication of a supplement to the call of a
general shareholders meeting, including a request
for one or more additional items to be put on the
agenda. This right must be exercised by means
of a verifiable notice which must be received at
the registered office of Santander within five
days of the publication of the original notice of
the call to meeting. The supplement to the call
shall be published at least 15 days in advance of
the date set for the general shareholders meeting.

In addition, under the Spanish Corporation Law,
shareholders holding shares, in aggregate, equal
to or greater than the result of dividing the total
share capital by the number of directors, have
the right to appoint a corresponding proportion
of the members of the board of directors
(disregarding the fractions). Shareholders who
exercise this right may not vote on the
appointment of other directors.

SHAREHOLDER SUITS

Under Pennsylvania law, shareholders may bring
derivative actions on behalf of the corporation to
enforce the duties of the corporation’s directors.

Under the Spanish Corporation Law, a company
is entitled to bring a corporate action for liability
(acción social de responsabilidad) against its
directors following a resolution passed by the
company’s general shareholders meeting for such
purposes. Such a resolution may be presented
and voted on any general shareholders meeting
even if it not on the agenda for the meeting.
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Under the Spanish Corporation Law, however,
shareholders representing at least 5% of the
share capital of the company may also jointly
initiate such action in any of the following
circumstances:
• the directors of the company have not called a

general shareholders meeting to vote on such
action following a request of shareholders
representing at least 5% of the share capital of
the company;

• the company has not initiated the action within
one month of the passing by the general
shareholders meeting of the resolution
approving such action; or

• the general shareholders meeting has passed a
resolution against bringing the corporate action
for liability.

The corporate action for liability can only be
directed towards remedying or restoring the
damage caused by the director(s) to the company
and not towards compensating individual
damages that might have been caused to
shareholders.
Under Spanish law class action suits are not
available to shareholders pursuing claims against
the directors of a company. Under the Spanish
Corporation Law, each shareholder whose
interests have been directly harmed by the acts
or resolutions passed by the directors may only
initiate individual proceedings against the
directors seeking remedy or compensation for
such direct individual damages (acción
individual de responsabilidad).

RIGHTS OF INSPECTION

Under Pennsylvania law, shareholders have the
right, for any proper purpose, to examine during
usual business hours the share register, books
and records of account and records of the
proceedings of the shareholders and directors,
and to make copies or extracts of such
documents. Any shareholders desiring to make
such an inspection must provide a written
demand to do so under oath and must state the
reason for the inspection.

Under Spanish law, a shareholder has the right
to:

• obtain a certificate of the resolutions adopted
by the general shareholders meetings of the
company, which must be duly recorded in the
company’s books;
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• request any information regarding the issues
included in the agenda of a general
shareholders meetings both: (i) in writing, up
to and including the seventh day prior to the
general shareholders meeting; and (ii) verbally
during the meeting. Santander directors must
provide the requested information unless it is
inappropriate to do so in accordance with law
and, in particular, if in the opinion of the
Chairman of Santander the publicity of the
requested information may damage the
interests of Santander. However, Santander
directors cannot rely on this exclusion if the
request is supported by shareholders
representing at least 25% of Santander’s share
capital. As Santander is a listed company,
shareholders may also request, up to and
including the seventh day prior to the meeting,
further details on any information available to
the public that Santander has submitted to the
CNMV since the last general shareholders
meeting;

• inspect the annual accounts that are to be
approved at an annual general shareholders
meeting; and

• inspect the compulsory reports and information
that the board of directors of the company
must provide prior to certain actions (such as
the merger or de-merger of the company or
share capital increases).

Apart from the general information right
described above, the shareholders of a Spanish
public company may not inspect the company’s
documents, contracts, books or information.

Notwithstanding the above, Santander’s bylaws
give its shareholders the right to inspect the
attendance list of the general shareholders
meetings during the meeting.
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BOARD OF DIRECTORS

Size and Classification of Board of Directors

Sovereign’s amended and restated articles of
incorporation provide that the Sovereign board of
directors shall consist of not less than six nor
more than 25 members in number, as shall be
fixed by the Sovereign board of directors from
time to time. Currently, the Sovereign board of
directors has 10 directors. Sovereign’s amended
and restated articles of incorporation provides for
a classified board of directors, dividing the
Sovereign board of directors into three classes,
with one class elected each year and with each
director elected for a term of three years.
Currently, four directors serve as Class I
directors, four directors serve as Class II
directors, and two directors serve as Class III
directors.

Santander’s bylaws provide that the minimum
number of directors is 14 and that the maximum
is 22 and Santander’s board of directors currently
consists of 19 directors.

Santander’s bylaws provide that the term of
office of a director is five years, however,
directors may be reappointed. Santander’s bylaws
also provide that every year the term of office of
one fifth of the directors must lapse. The
directors to retire are those who have been
longest in office since their last appointment.

Election

Sovereign’s directors are elected by a plurality of
the votes of the shares present in person or
represented by proxy at any meeting and entitled
to vote on the election of directors. Each share
of Sovereign common stock carries one vote per
director to be elected. Holders of Sovereign
common stock are not entitled to cumulate their
votes in the election of directors.

Directors are generally appointed by the general
shareholders meeting.

Under Spanish law, shareholders holding shares,
in aggregate, equal to or greater than the result
of dividing the total share capital by the number
of directors, have the right to appoint a
corresponding proportion of the members of the
board of directors (disregarding the fractions).
Shareholders who exercise this right may not
vote on the appointment of other directors.

Removal

Under Sovereign’s amended and restated articles
of incorporation, directors may not be removed
from office by a vote of shareholders unless the
votes of shareholders cast in favor of removal
constitute a majority of the votes which all
shareholders would be entitled to cast at an
annual meeting.

Under Spanish law, shareholders may remove a
director without cause at any time by passing the
relevant resolution at a general shareholders
meeting.

Vacancies

Sovereign’s articles of incorporation and
amended bylaws provide that any vacancy
occurring in the Sovereign board of directors
shall be filled by a majority of the remaining
members (though less than a quorum of the
Sovereign board of directors) and each person so
elected shall be a director of the same class as
his predecessor until his successor is elected by
the shareholders.

The board of directors has the power to
provisionally fill all vacancies on the board until
the next general shareholders meeting,
whereupon the shareholders may confirm or
revoke such appointment. A director appointed
to provisionally fill a vacancy must be a
shareholder. If the board of directors fails to
provisionally appoint a shareholder to fill a
vacancy as described above, or if the
shareholders resolve to revoke the appointment
of a director provisionally appointed by the
board, the shareholders may appoint another
person as a director to fill such vacancy.
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Director Liability and Indemnification
Sovereign’s amended bylaws provide for
indemnification of directors, officers and agents
for certain litigation related liabilities and
expenses. Directors, officers, employees and
agents of Sovereign are entitled to
indemnification in both third party actions and
derivative actions to the fullest extent permitted
by Pennsylvania law. The BCL prohibits
indemnification where there is a court finding
that the act or failure to act giving rise to the
claim for indemnification constitutes willful
misconduct or recklessness.

Under the Spanish Corporation Law and
Santander’s bylaws, Santander directors are
liable to Santander, its shareholders and its
creditors for any damage that they may cause by
acts or omissions contrary to applicable law or
Santander’s bylaws or by any acts or omissions
contrary to the duties inherent to the exercise of
their office.

Santander maintains an insurance policy that
protects its directors and officers from civil
liabilities incurred as a result of actions taken in
their official capacity associated with any civil,
criminal or administrative process.

ANTI-TAKEOVER PROVISIONS

Business Combinations

Sovereign is subject to the “business
combination” provisions of the BCL which
restrict Sovereign from being a party to certain
transactions with a shareholder that owns shares
entitled to cast 20% or more of the votes that all
shareholders would be entitled to cast in an
election of directors unless the transaction has
received certain specified approvals and meets
certain other tests relating to timing and the
consideration to be paid to other shareholders.

Not applicable.

Mandatory Tender Offer

Sovereign’s amended and restated articles of
incorporation provide that any person or entity
acquiring Sovereign capital stock with 25% or
more of Sovereign’s total voting power is
required to offer to purchase, for cash, all shares
of Sovereign’s voting stock, at a price per share
equal to the highest price paid by such person
for each respective class of Sovereign’s voting
stock within the preceding 12 months.

Under Spanish law, mandatory public tender
offers at a regulated price set forth by Spanish
law must be launched for all the shares of the
target company or other securities that might
directly or indirectly give the right to
subscription thereto or acquisition thereof
(including convertible and exchangeable bonds)
when any person acquires control of a Spanish
company listed on the Spanish Stock Exchanges.
For these purposes, control of a target company
is deemed to have been obtained, individually or
jointly, if: (i) any person or group of people
directly or indirectly acquire 30% or more of the
voting rights in the company; or (ii) any person
or group of people directly or indirectly acquires
less than 30% of the voting rights in the
company and, within 24 months of the
acquisition, that person or group of people has
been responsible for the appointment of more
than one-half of the target company’s board of
directors.
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Under Spanish law, where, following a tender
offer for the shares of a listed company which
has been accepted by 90% or more of the voting
rights pertaining to the total shares to which the
offer was addressed, the offeror holds 90% or
more of the voting capital of the target company,
holders of the outstanding ordinary shares may
require the offeror to purchase all such
outstanding shares, and the offeror may require
all such holders to sell their shares to the offeror,
at a regulated price set forth by Spanish law.

DUTIES OF DIRECTORS

Under Pennsylvania law, a corporation’s directors
have a duty to act in good faith in a manner
which they reasonably believe to be in the best
interests of the corporation. In discharging that
responsibility, directors owe a duty of care and a
duty of loyalty to the corporation.

Under Spanish law, the board of directors of a
company is responsible for the management and
representation of the company, although certain
matters are reserved to the general shareholders
meeting. In accordance with Santander’s internal
rules, which follow corporate governance best
practice, the board of directors has a general
duty of supervision.

Under Pennsylvania law, in considering the best
interests of the corporation, directors may
consider to the extent they deem appropriate, the
effects of any action on all groups affected,
including without limitation, shareholders,
employees, customers, creditors, and
communities, and the short-term and long-term
interests of the corporation.

Under Pennsylvania law, directors are required to
act with such care, including reasonable inquiry,
skill and diligence, as a person of ordinary
prudence would use under such circumstances.

Directors are required to exercise an informed
business judgment in the performance of their
duties. To do so, directors must have informed
themselves of all material information reasonably
available to them.

A director must comply with the duties set out in
the law, in the company’s bylaws and in its
regulations for the general shareholders meeting
and the board of directors. These duties include
the following:

• to act diligently in his or her management of
the company. In particular, the law establishes
that he or she must carry out his or her duties
with the diligence of an “orderly entrepreneur
(ordenado empresario) and a faithful
representative (representante leal)” and must
diligently inform himself or herself of the
company’s business development;

• to comply with duties established by the law
and the company’s bylaws, acting in the
company’s best interests;
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• to comply with duties of loyalty: (i) the
directors shall not use the name of Santander
or invoke their capacity as directors in order to
carry out transactions for their own account or
for the account of persons related to them; (ii)
no director may make, either for his own
benefit or for the benefit of any persons related
to him, investments or transactions of any kind
related to the assets of Santander which have
come to the director’s attention during the
performance of his duties as such, when the
investment or transaction has been offered to
Santander or Santander is interested in it,
unless Santander has turned down such an
investment or transaction and the director has
not influenced Santander’s decision; (iii) the
directors must notify the Santander board of
directors of any direct or indirect conflict of
interests which they have with the interests of
Santander. If the conflict arises from a
transaction with Santander, the director shall
be prohibited from conducting such a
transaction unless the Santander board of
directors, following a report from the
Appointments and Remuneration Committee,
approves the transaction. In the event of
conflict, the director involved shall not
participate in the deliberations and decisions in
respect of the transaction in which the conflict
arises; (iv) the directors must notify the
Santander board of directors, as soon as
possible, of those circumstances affecting them
which might prejudice the credit or reputation
of Santander, and particularly the criminal
cases with which they may be charged; and (v)
the directors must disclose any interest that
they hold in the capital of a company engaged
in a line of business which is the same as or
analogous or complementary to the business of
Santander, as well as any offices held or duties
performed therein and the conduct, for the
director’s own account or for the account of
another, of any kind of business that is the
same as, analogous or complementary to the
business that the corporate purpose of
Santander consists of;

• to maintain secrecy of confidential
information, even after his or her retirement or
removal as director, subject to certain
exceptions; and

• not to conduct, or suggest to any person that
they conduct, transactions involving securities
of Santander or any of its subsidiaries,
affiliated or related companies in connection
with which the directors have, by reason of
their position, privileged or confidential
information, so long as such information is not
within the public domain.
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In addition to the above, Spanish banking
regulations impose on directors requirements
relating to professional and commercial integrity
and relevant knowledge and expertise.

SANTANDER ADS PRE-RELEASE; VOTING OF SANTANDER ADSs; AMENDMENT OF
DEPOSIT AGREEMENT

Not applicable. Santander ADS Pre-Release. In certain
circumstances, the depositary may issue
Santander ADSs before the deposit of Santander
ordinary shares.
Voting of Santander ADSs. The depositary has
agreed that upon receipt of notice in English of
any meeting of holders of shares, as soon as
practicable thereafter, it will mail a summary of
the information contained in such notice of
meeting to the record holders of ADSs.
• The record holders of ADSs (as of the close of

business on the date specified by the
depositary in the notice to holders) are
entitled, subject to applicable laws, the bylaws
(estatutos) of Santander and the deposit
agreement, to instruct the depositary as to the
exercise of the voting rights, if any, pertaining
to their holdings.

• The depositary has agreed that it will
endeavor, insofar as practicable, to have the
shares voted so represented in accordance with
any such written instructions of record holders
of ADSs

• The depositary has agreed not to vote any
shares except in accordance with instructions
from the record holders of ADSs.

Amendment of Deposit Agreement. An
amendment that increases certain charges or
otherwise prejudices substantial existing rights of
holders will not become effective until three
months after notice of the amendment.

DESCRIPTION OF SANTANDER ORDINARY SHARES

The following summary of material considerations concerning the share capital of Santander briefly
describes certain material provisions of Santander’s bylaws (estatutos) and Spanish law relating to the share
capital of Santander. Because it is a summary it is not meant to be complete, is qualified by reference to the
applicable Spanish laws and Santander’s bylaws and does not contain all the information that may be
important to you. Copies of Santander’s bylaws are incorporated by reference and will be furnished to
Sovereign shareholders upon request.

General

As of September 30, 2008, the Santander’s share capital was A3,127,148,289.50, represented by a single
class of 6,254,296,579 book-entry Santander ordinary shares with a nominal value of A0.50 each. All of
Santander’s ordinary shares are fully paid and nonassessable. Spanish law requires that bank-listed equity
securities be issued in book-entry form only.
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On September 22, 2008, at the shareholders meeting held in Santander, Spain, Santander’s shareholders
approved a capital increase of up to 143,376,990 shares for the issuance of Santander ordinary shares to the
ordinary shareholders of A&L. The shareholders’ resolution expressly provided for the possibility of
incomplete subscription in the event that the 143,376,990 new shares cannot be fully subscribed and paid up
by means of the delivery of the relevant contributions, specifying that in such an event the share capital will
be increased to the extent appropriate. The shareholders’ resolution authorized the board of directors of
Santander (i) to establish the conditions of the capital increase as to all matters not provided for by the
shareholders, which includes the determination of the number of shares within that limit by which the capital
would be increased; (ii) to effect the amendment of subsections 1 and 2 of Article 5 of Santander’s bylaws, to
reflect the new share capital and the resulting number of shares; and (iii) to delegate such authority to the
Santander Executive Committee. Pursuant to such delegated authority from the board of directors, on
October 10, 2008, following the acquisition of A&L’s entire ordinary share capital on that same date the
Santander Executive Committee determined that the capital should be increased by 140,950,944 shares.

On December 3, 2008 Santander consummated a rights offering resulting in an increase to its share capital
of 1,598,881,880 new Santander ordinary shares. See “Recent Developments — Santander Rights Offering”.

The amendment to subsections 1 and 2 of Article 5 of the Santander bylaws was filed with the office of
the Commercial Registry of Santander December 3, 2008 and became effective immediately. The amended
Santander bylaws are filed as an exhibit hereto.

Meetings and Voting Rights

Santander holds its annual general shareholders meeting during the first six months of each fiscal year on
a date fixed by the Santander board of directors.

Extraordinary meetings may be called from time to time by the Santander board of directors whenever
the Santander board of directors considers it advisable for the company’s interests, and whenever so requested
by shareholders representing at least 5% of the outstanding share capital of Santander. Notices of all meetings
are published, at least one month prior to the date set for the meeting, in the Official Gazette of the
Commercial Registry and in one of the local newspapers having the largest circulation in the province where
the registered office of Santander is located. In addition, under Spanish law, the agenda of the meeting must
be sent to the CNMV and the Spanish Stock Exchanges and published on the company’s website.

Each Santander ordinary share entitles the holder to one vote. Holders of any number of shares who have
their Santander ordinary shares duly registered as stated below will be entitled to attend Santander shareholders
meetings. Santander’s bylaws do not contain provisions regarding cumulative voting.

Any Santander ordinary share may be voted by proxy. Subject to the limitations imposed by Spanish law,
proxies may be given to any individual or legal person, must be in writing or by remote means of
communication and are valid only for a single meeting except where the representative is the spouse or an
ascendant or descendant of the shareholder giving the proxy, or where the proxy-holder holds a general power
of attorney executed as a public instrument with powers to manage the assets of the represented party in the
Spanish territory. According to Spanish law, if a director or another person publicly solicits a proxy for a
director (public solicitation which shall be considered if the director obtains more than three proxies) the
director holding the proxies may not exercise the voting rights attaching to the represented shares in
connection with matters in which the director has a conflict of interest and, in particular, the following:

• his or her appointment or ratification, removal, dismissal or withdrawal as director;

• the institution of a corporate action for liability (acción social de responsabilidad) against him or
her; or

• the approval or ratification of transactions between Santander and the director in question, companies
controlled or represented by him or her, or persons acting for his or her account.

In accordance with the Santander’s rules and regulations for the general shareholders meeting and in the
manner established by such Rules and Regulations, Santander’s website includes from the date when the call
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of the general shareholders meeting is published, the text of all resolutions proposed by the Santander board of
directors with respect to the agenda items and the details regarding the manner and procedures for shareholders
to follow to confer representation on any individual or legal entity. The manner and procedures for electronic
delegation and voting via the Internet are also indicated.

Only registered holders of Santander ordinary shares of record at least five days prior to the day on which
a meeting is scheduled to be held may attend and vote at general shareholders meetings. As a registered
shareholder, the depositary will be entitled to vote the Santander ordinary shares underlying the Santander
ADSs. The deposit agreement requires the depositary to accept voting instructions from holders of Santander
ADSs and to execute such instructions to the extent permitted by law and in accordance with the deposit
agreement.

In general, resolutions passed by a general meeting are binding upon all shareholders. In very limited
circumstances, Spanish law gives dissenting or absent shareholders the right to have their Santander ordinary
shares redeemed by Santander at prices determined in accordance with established formula or criteria.
Santander ordinary shares held by Santander or its affiliates are counted for purposes of calculating quorums
but may not be voted by Santander or by its affiliates.

Resolutions at a duly constituted general shareholders meetings are, except as stated in the next two
paragraphs, passed by a simple majority vote of the voting capital present or represented at the meeting, and,
therefore, it is sufficient that the number of votes in favor is higher than the number of votes against or blank
and abstentions.

For an ordinary or extraordinary general meeting of shareholders to be duly constituted the presence in
person or by proxy of shareholders representing 25% of Santander’s subscribed voting capital is required. On
second call there is no quorum requirement. However, a quorum of 50% of Santander’s subscribed voting
capital is required on the first call to approve any of the following actions:

• issuance of bonds;

• increase or reduction of share capital;

• transformation of Santander (change in corporate nature);

• merger, de-merger, split or spin-off;

• any other amendment of Santander’s bylaws; and

• dissolution.

A quorum of 25% of the subscribed voting capital is required to vote on such actions on the second call.
A two-third majority of the present or represented voting capital is required to approve all of the above listed
actions when the general shareholders meeting is held on second call and less than 50% of the subscribed
voting capital is present (in person or by proxy).

For purposes of determining the quorum, those shareholders who vote by mail or through the Internet are
counted as being present at the meeting, as provided by Santander’s rules and regulations of the general
shareholders meetings.

Dividends

Generally Santander pays quarterly cash dividends on Santander ordinary shares (with interim dividends
on account of earnings of a fiscal year being normally paid in August and November of that year and in
February and May of the following year). The declaration and payment of dividends is dependent upon
business conditions, operating results and consideration by the Santander board of directors of other relevant
factors.

Interim dividends are normally declared and paid by the Santander board of directors on account of
earnings and the total dividend is proposed by the Santander board of directors for approval at the annual
shareholders’ meeting following the end of the year to which it relates. The fourth interim dividend is
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normally announced and paid before the annual financial statements are approved by the shareholders at the
annual shareholders’ meeting and, if the proposal to be submitted to the general shareholders meeting
regarding the total dividend for the fiscal year is approved, the fourth interim dividend is also the final
dividend.

Santander shareholders have the right to participate in any dividend distribution in proportion to the paid-
in capital corresponding to their Santander ordinary shares. A shareholder’s dividend entitlement lapses five
years after the dividend payment date.

Under Spanish law, any non-voting shares will entitle the holder to receive the minimum annual dividend
corresponding to such non-voting shares as provided for in the bylaws (in the case of Santander, as amended
pursuant to the relevant resolutions relating to the issue of the non-voting shares). However, at present,
Santander has not issued any shares that could entitle their holders to any preferential rights (including as to
the distribution of dividends).

Dividends may only be distributed out of the earnings for the fiscal year or out of unappropriated
reserves, in compliance with the law and Santander’s bylaws, provided the shareholders’ equity disclosed in
the accounts is not, as a result of the distribution, reduced to less than the share capital of the company. If
there are any losses from prior fiscal years that reduce Santander’s shareholders’ equity below the amount of
the share capital, these earnings shall be used to offset such losses. The shareholders at the general
shareholders’ meeting shall decide the amount, time and form of payment of the dividends, which shall be
distributed among the shareholders in proportion to their paid-up capital. The shareholders at the general
shareholders’ meeting and the board may resolve to distribute interim dividends, subject to such limitations
and in compliance with the law.

In addition to Santander’s bylaws and the relevant provisions of Spanish law, both Santander and its
Spanish banking subsidiaries are subject to certain restrictions on dividend payments prescribed by the
Ministry of the Economy and the Bank of Spain regarding distribution of reserves and maintenance of
mandatory capital adequacy ratios.

Redemption

Santander’s bylaws do not contain any provisions relating to redemption of shares except as set forth in
connection with capital reductions. Nevertheless, pursuant to Spanish law, redemption rights may be created at
a duly held general shareholders’ meeting. Such meeting will establish the specific terms of any redemption
rights created.

Liquidation Rights

Upon a liquidation of Santander, Santander’s shareholders would be entitled to receive pro rata any assets
remaining after the payment of Santander’s debts, taxes and expenses of the liquidation. Holders of non-voting
shares, if any, are entitled to receive reimbursement of the amount paid before any amount is distributed to the
holders of voting shares.

Preemptive Rights

Each holder of Santander ordinary shares has a preferential right by operation of law to subscribe for
shares in proportion to its shareholding in each new issue of Santander ordinary shares. Holders of Santander
ordinary shares have the same right upon the issuance of convertible debt by Santander. Holders of convertible
debt also have preemptive rights. However, preemptive rights of shareholders and holders of convertible debt
may be excluded under certain circumstances by specific approval at the general shareholders meeting (or
upon its delegation by the Santander board of directors) and preemptive rights are deemed excluded by
operation of law in the relevant capital increase when the shareholders approve:

• capital increases following conversion of convertible debt into Santander shares;
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• capital increases because of the absorption of another company or of part of the spun-off assets of
another company, when the new shares are issued in exchange for the new assets received; or

• capital increases for the issuance of Santander securities in the context of a tender offer for other
securities in which the Santander securities are being used as all or part of the consideration.

If capital is increased by the issuance of new shares in return for capital from certain reserves, the
resulting new Santander ordinary shares will be distributed pro rata to existing shareholders.

Registration and Transfers

The Santander ordinary shares are in book-entry form in the Iberclear system. Santander maintains a
registry of shareholders. Santander does not recognize, at any given time, more than one person as the person
entitled to vote each Santander ordinary share in its general shareholders meeting.

Under Spanish law and regulations, transfers of shares quoted on a stock exchange are normally made
through credit entities and investment services companies, that are members of the Spanish Stock Exchanges.

Transfers executed through the Spanish Stock Exchanges are implemented pursuant to the stock exchange
clearing and settlement procedures of Iberclear. Transfers executed “over the counter” are implemented
pursuant to the general legal regime for book entry transfer, including registration by Iberclear.

New shares may not be transferred until the relevant capital increase is registered with the Commercial
Registry.

Reporting Requirements

Royal Decree 1362/2007 requires that any entity which acquires or transfers shares and as a consequence
the number of voting rights held exceeds, reaches or is below the 3%, 5%, 10%, 15%, 20%, 25%, 30%, 35%,
40%, 45%, 50%, 60%, 70%, 75%, 80% or 90% of the voting rights of a company, such as Santander, for
which Spain is the member state of origin, listed on a Spanish Stock Exchanges or on any other regulated
market in the European Union, must, within four trading days after that acquisition or transfer, report it to
such company, and to the CNMV. This duty to report the holding or reduction of a significant stake is
applicable not only to the acquisitions and transfers in the terms described above, but also to those cases in
which in the absence of an acquisition or transfer of shares, the ratio of an individual’s voting rights exceeds,
reaches or is below the thresholds that trigger the duty to report, as a consequence of an alteration in the total
number of voting rights of an issuer. Similar disclosure obligations apply, among others, in the event of: (i) the
acquisition or disposal of any financial instruments entitling the holder to acquire the company’s shares (such
as options, futures, swaps, etc.); (ii) certain voting, deposit, temporary transfer or usufruct agreements
regarding the relevant shares; or (iii) custodians or proxy-holders who can exercise with discretion the voting
rights attached to the relevant shares. The above mentioned threshold percentages will be 1% or any multiple
of 1% whenever the person who has the duty to notify is a resident of a tax haven (as defined in Spanish law)
or of a country or territory where there is no taxation or where the authorities decline to exchange information
for tax purposes (in accordance with Spanish law).

In addition, any Spanish company listed on the Spanish Stock Exchanges must report any acquisition by
such company (or a subsidiary) of the company’s own shares if the acquisition, together with any acquisitions
since the date of the last report, and without deducting sales of shares in the company by the company or by
its subsidiaries, causes the company’s ownership of its own shares to exceed 1% of its voting rights.

It must also be noted that the CNMV issued on September 22, 2008 a resolution regarding the disclosure
of short positions in the shares of several Spanish financial issuers, which include Santander. The resolution
requires, until further notice, disclosure of short positions in Santander shares exceeding 0.25% of the share
capital of Santander and, after such threshold is exceeded, disclosure of any subsequent increase in the short
position or decrease below the 0.25% threshold. For purposes of the resolution a “short position” is the net
result of all positions in financial instruments, including shares and any derivative the underlying asset of
which are shares, that give the holder a positive (profit) exposure to downward movements in the price of the
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relevant shares. Disclosure to the CNMV, which will publicly disclose such information, is required on the day
following the transaction that causes the disclosure.

Members of the board of directors of listed companies, in addition to notifying the CNMV of any
transaction concerning the shares or other securities or financial instruments of the issuer which are linked to
these shares, are required to inform the CNMV of their ratio of voting rights upon appointment or resignation.

In addition, top managers of any listed company must report to the CNMV the acquisition or disposal of
shares or other securities or financial instruments of the issuer which are linked to these shares.

Further, the Bank of Spain requires purchasers of shares in Santander to notify, and seek approval from,
the Bank of Spain in certain circumstances. See “The Transaction Agreement — Regulatory Approvals in
Spain.”

Exchange Controls

Under present regulations, foreign investors may transfer invested capital, capital gains and dividends out
of Spain without limitation on the amount other than applicable taxes. Law 19/2003 (July 4, 2003) updated
Spanish exchange control and money laundering prevention provisions, by recognizing the principle of
freedom of the movement of capital between Spanish residents and nonresidents. The law establishes
procedures for the declaration of capital movements for purposes of administrative or statistical information
and authorizes the Spanish Government to take measures which are justified on grounds of public policy or
public security. It also provides the mechanism to take exceptional measures with regard to third countries if
such measures have been approved by the European Union or by an international organization to which Spain
is a party. The Spanish stock exchanges and securities markets are open to foreign investors. Royal Decree
664/1999, on Foreign Investments (April 23, 1999), established a new framework for the regulation of foreign
investments in Spain which, on a general basis, will no longer require any prior consents or authorizations
from authorities in Spain (without prejudice to specific regulations for several specific sectors, such as
television, radio, mining, telecommunications, etc.). Royal Decree 664/1999 requires notification of all foreign
investments in Spain and liquidations of such investments upon completion of such investments to the
Investments Registry of the Ministry of Economy, strictly for administrative statistical and economical
purposes. Only investments from “tax haven” countries (as they are defined in Royal Decree 1080/1991), shall
require notice before and after execution of the investment, except that no prior notice shall be required for:
(1) investments in securities or participations in collective investment schemes that are registered with the
CNMV, and (2) investments that do not increase the foreign ownership of the share capital of a Spanish
company to over 50%. In specific instances, the Council of Ministers may agree to suspend, all or part of,
Royal Decree 664/1999 following a proposal of the Ministry of Economy, or, in some cases, a proposal by the
head of the government department with authority for such matters and a report of the Foreign Investment
Body. These specific instances include a determination that the investments, due to their nature, form or
condition, affect activities, or may potentially affect activities relating to the exercise of public powers,
national security or public health. Royal Decree 664/1999 is currently suspended for investments relating to
national defense. In those cases in respect of which Royal Decree 664/1999 is suspended, the affected investor
must obtain prior administrative authorization in order to carry out the investment.

Legal Restrictions on Acquisitions of Shares in Spanish Banks

Certain provisions of Spanish law require notice to the Bank of Spain prior to the acquisition by any
individual or corporation of a significant holding of shares of a Spanish bank.

Any individual or corporation that wishes to acquire, directly or indirectly, a significant holding of shares
(participación significativa) in a Spanish bank must give advance notice to the Bank of Spain describing the
size of such proposed holding, the proposed terms and conditions of the acquisition, and the anticipated
closing date of the acquisition. A significant holding for these purposes is defined as 5% or more of the
outstanding share capital or voting rights of the bank or any lesser holding that gives the acquirer effective
influence or control over the target bank.
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In addition, advance notice must be given to the Bank of Spain of any increase, direct or indirect, in any
significant holding which reaches any of the following thresholds: 10%; 15%; 20%; 25%; 33%; 40%; 50%;
66% and 75%. Notice to the Bank of Spain is also required from anyone who, as a result of the contemplated
acquisition, may attain sufficient power to control the bank.

If the acquisition is effected and the required notice is not given or if the acquisition is effected before
the three month-period after the giving of notice elapses, or if the acquisition is opposed by the Bank of Spain
then there shall be the following consequences: (A) the acquired shares will lose their voting rights, (B) the
Bank of Spain may seize control of the bank or replace its board of directors, and (C) a fine may be levied on
the acquirer.

The Bank of Spain has three months after the receipt of any such notice to object to a proposed
transaction. Such objection may be based on finding the acquirer unsuitable on the basis of its commercial or
professional reputation, its solvency or the transparency of its corporate structure, among other things. If no
such objection is raised within the three month period, authorization is deemed to have been granted. However,
absent objection by the Bank of Spain, it may set forth a different maximum period for closing the proposed
transaction.

Any individual or institution that plans to sell its significant holding, or reduce it below one of the above-
mentioned thresholds or, because of any sale, will lose control of the entity, must provide advance notice to
the Bank of Spain indicating the amount of the proposed transaction and its anticipated closing date. Failure to
comply with these requirements may lead to penalties being imposed on the defaulting party.

Banks must notify the Bank of Spain as soon as they become aware of any acquisition or transfer of
shares of its share capital that exceeds or reduces its holding below the above-mentioned thresholds.
Furthermore, banks are required to inform the Bank of Spain as soon as they become aware of, and in any
case not later than 15 days after, each acquisition by a person or a group of at least 1% of the bank’s total
share capital. The Bank of Spain also requires each bank to notify the Bank of Spain of a list in April, July,
October and January of all its shareholders that are financial institutions and all other shareholders that own at
least 0.25% of the bank’s share capital by reference to the last day of each calendar quarter.

If the Bank of Spain determines at any time that the influence of a person who owns a significant holding
of a bank may adversely affect that bank’s financial situation, it may request that the Spanish Ministry of
Economy and Finance: (1) suspend the voting rights of such person’s shares for a period not exceeding three
years; (2) seize control of the bank or replace its board of directors; or (3) in exceptional circumstances revoke
the bank’s license. A fine may also be levied on the person owning the relevant significant shareholding.

DESCRIPTION OF SANTANDER AMERICAN DEPOSITARY SHARES

JPMorgan Chase Bank, N.A. delivers Santander ADSs and executes and delivers the Santander ADRs.
Each Santander ADS represents an ownership interest in one Santander ordinary share. The Santander ordinary
shares will be deposited with JPMorgan Chase Bank, N.A.’s custodian in Spain. Each Santander ADS will also
represent securities, cash or other property deposited with JPMorgan Chase Bank, N.A. but not distributed to
Santander ADS holders. JPMorgan Chase Bank, N.A.’s Corporate Trust Office is located at 4 New York Plaza,
New York, NY 10022 and its principal executive office is located at 270 Park Avenue, New York, NY 10017.

You may hold Santander ADSs either (A) directly (i) by having an American Depositary Receipt, also
referred to as a Santander ADR, which is a certificate evidencing a specific number of Santander ADSs,
registered in your name, or (ii) by having Santander ADSs registered in your name in the Direct Registration
System, or (B) indirectly by holding a security entitlement in Santander ADSs through your broker or other
financial institution. If you hold Santander ADSs directly, you are an ADS registered holder. This description
assumes you are an ADS registered holder. If you hold the Santander ADSs indirectly, you must rely on the
procedures of your broker or other financial institution to assert the rights of Santander ADS registered holders
described in this section. You should consult with your broker or financial institution to find out what those
procedures are.
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All Santander ADSs delivered as transaction consideration to persons holding shares of Sovereign
common stock through participants in The Depository Trust Company, also referred to as DTC, will be
delivered through the DTC system as security entitlements in Santander ADSs registered in the name of DTC’s
nominee. All Santander ADSs delivered to registered Sovereign shareholders as consideration for shares of
Sovereign common stock will be delivered as uncertificated Santander ADSs through the Direct Registration
System, as described below.

The Direct Registration System, or DRS, is a system administered by DTC pursuant to which the
depositary may register the ownership of uncertificated ADSs, which ownership shall be evidenced by periodic
statements sent by the depositary to the registered holders of uncertificated ADSs.

Santander ADS holders are not Santander shareholders and do not have shareholder rights. Because
JPMorgan Chase Bank, N.A. will actually hold the Santander ordinary shares, you must rely on it to exercise
the rights of a shareholder. The obligations of JPMorgan Chase Bank, N.A. are set out in a deposit agreement
among Santander, JPMorgan Chase Bank, N.A., as depositary (fka Morgan Guaranty Trust Company of New
York), and Santander ADS holders, as amended as of the date of this document, referred to as the deposit
agreement. The deposit agreement and the Santander ADSs are generally governed by New York law.

The following is a summary of the deposit agreement. Because it is a summary, it does not contain all the
information that may be important to you. For more complete information, you should read the entire agreement
and the Santander ADR. Copies of the deposit agreement and the form of Santander ADR are available for
inspection at the Corporate Trust Office of JPMorgan Chase Bank, N.A. at the address set forth above.

American Depositary Receipts

ADRs evidencing ADSs are issuable by the Depositary pursuant to the deposit agreement. Each ADS will
represent the right to receive one share of Santander capital stock (or evidence of rights to receive one share)
deposited with the custodial agent for the depositary represented by means of book entries in the books of the
Sociedad de Gestión de los Sistemas de Registro, Compensación y Liquidación de Valores, S.A. (Iberclear).
An ADR may evidence any number of ADSs.

Deposit and Withdrawal of Deposited Securities

The depositary has agreed that, upon deposit with the depositary of shares of Santander capital stock or
evidence of rights to receive such shares, and subject to the terms of the deposit agreement, it will execute and
deliver at its depositary’s office, to the person or persons specified by the depositor upon payment of the fees,
charges and taxes provided in the deposit agreement, an ADS or ADSs registered in the name of such person
or persons.

Upon surrender of ADSs at the depositary’s office and upon payment of the charges provided in the
deposit agreement and subject to the terms thereof, ADS holders are entitled to delivery, at the depositary’s
office or at the office of the custodian in Madrid, of the deposited shares and any other documents of title at
the time represented by the surrendered ADSs (if feasible considering the form of representation of shares).
The forwarding of share certificates and other documents of title for such delivery at the depositary’s office
will be at the risk and expense of the ADS holder.

Pre-Release of Santander ADSs

In certain circumstances, subject to the provisions of the deposit agreement and with Santander’s written
consent, JPMorgan Chase Bank, N.A. may execute and deliver Santander ADSs before the deposit of the
underlying shares. This is called a pre-release of the Santander ADS.

Each pre-release will be:

• fully collateralized (marked to market daily) with cash or U.S. government securities;
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• preceded or accompanied by written representation and agreement from the person to whom Santander
ADSs are to be delivered that the person, or its customer:

• owns the shares to be remitted;

• assigns all beneficial rights, title and interest in such shares or Santander ADSs, as the case may be,
to the depositary in its capacity as such, and for the benefit of the holders; and

• will not take any action with respect to such shares or Santander ADSs, as the case may be, that is
inconsistent with the transfer of beneficial ownership (including, without the consent of the
depositary, disposing of such shares or Santander ADSs, as the case may be), other than in
satisfaction of such pre-release.

• terminable by the depositary on not more than five business days’ notice; and

• subject to such further indemnities and credit regulations that JPMorgan Chase Bank, N.A. considers
appropriate.

JPMorgan Chase Bank, N.A. will limit the number of Santander ADSs that may be outstanding at any
time as a result of prerelease, although JPMorgan Chase Bank, N.A. may disregard the limit from time to
time, if it thinks it is appropriate to do so.

The prerelease will be subject to whatever indemnities and credit regulations that JPMorgan Chase Bank,
N.A. considers appropriate.

Dividends, Other Distributions and Rights

The depositary is required, to the extent that in its judgment it can convert euros on a reasonable basis
into dollars and transfer the resulting dollars to the United States, to convert all cash dividends and other cash
distributions that it receives in respect of the deposited shares into dollars and to distribute the amount thus
received to the holders of ADSs in proportion to their holdings. The amount distributed will be reduced by
any amounts required to be withheld by Santander, the custodian or the depositary on account of taxes. See
“Spanish Tax Considerations” and “Material U.S. Federal Income Tax Considerations — Taxation of Distribu-
tion on Santander ADS.” If the depositary determines that in its judgment any foreign currency received by it
cannot be so converted, the depositary may distribute the foreign currency received by it or in its discretion
hold such foreign currency for the respective accounts of the ADS holders entitled to receive the same without
liability for interest thereon.

If a distribution by Santander consists of a dividend in, or free distribution of, shares, the depositary may,
with Santander’s approval, and shall if Santander so requests, distribute to the holders of outstanding ADSs, in
proportion to their holdings, additional ADSs representing the number of shares received as such dividend, or
free distribution of, shares. If additional ADSs are not so distributed, each ADS shall thenceforth also represent
the additional shares distributed in respect of the shares represented by such ADS prior to such dividend, or
free distribution of, shares.

If Santander offers or causes to be offered to the holders of shares any rights to subscribe for additional
shares or any rights of any other nature, the depositary will either (a) if requested by Santander, make such
rights available to holders of ADSs by means of warrants or otherwise, if the depositary determines that it is
lawful and feasible to do so, or (b) notwithstanding Santander’s request, if making such rights available is
determined by the depositary not to be lawful or feasible, or if the rights represented by such warrants or other
instruments are not exercised and appear to be about to lapse, sell such rights or warrants or other instruments
at public or private sale, at such place or places and upon such terms as the depositary may deem proper,
reallocate the proceeds of such sales for the account of the holders of ADSs otherwise entitled thereto upon an
averaged or other practicable basis without regard to any distinctions among such holders because of exchange
restrictions, or the date of delivery of any ADS or otherwise. The depositary will not make available to holders
of ADSs any right to subscribe for or to purchase any securities unless a registration statement under the
Securities Act is in effect or unless the offering and sale of such securities to such holders are exempt from
registration under the provisions of such Act in the opinion of counsel for Santander.

114



If the depositary determines that any distribution in property (including shares or rights to subscribe
therefor) is subject to any tax that the depositary is obligated to withhold, the depositary may dispose of all or
a portion of such property in such amounts and in such manner, including by public or private sale, as the
depositary deems necessary and practicable, and the depositary will distribute the net proceeds of any such
sale or the balance of any such property (after deduction of any taxes required to be withheld by the
depositary) to the ADS holders entitled thereto.

Record Dates

Whenever any distribution is being made with respect to the shares, or whenever the depositary shall
receive notice of any meeting of holders of shares, the depositary will fix a record date for the determination
of the holders of ADSs who are entitled to receive such distribution or net proceeds of the sale thereof, or to
give instructions for the exercise of voting rights at any such meeting, subject to the provisions of the deposit
agreement.

Voting of the Underlying Deposited Securities

The depositary has agreed that upon receipt of notice in English of any meeting of holders of shares, as
soon as practicable thereafter, it will mail a summary of the information contained in such notice of meeting
to the record holders of ADSs. The record holders of ADSs at the close of business on the date specified by
the depositary are entitled under the deposit agreement, subject to any applicable provisions of Spanish law,
the bylaws (estatutos) of Santander or the securities deposited pursuant to the deposit agreement, to instruct
the depositary as to the exercise of the voting rights, if any, pertaining to their holdings. The depositary has
agreed that it will endeavor, insofar as practicable, to have the shares voted so represented in accordance with
any such written instructions of record holders of ADSs. The depositary has agreed not to vote any shares
except in accordance with instructions from the record holders of ADSs.

Inspection of Transfer Books

The depositary will keep books, at its transfer office in New York City, for the registration and transfer of
ADSs that at all reasonable times will be open for inspection by the holders of ADSs and Santander, provided
that such inspection shall not be for the purpose of communicating with holders of ADSs in the interest of a
business or object other than the business of Santander or a matter related to the deposit agreement or the
ADSs.

Reports and Notices

The depositary will make available for inspection by ADS holders at the depositary’s office any reports
and communications received from Santander that are made generally available to the holders of Santander’s
shares. The depositary will also send to ADS holders copies of such reports when furnished by Santander as
provided in the deposit agreement. In addition, if the depositary receives notice that Santander has not
furnished the Securities and Exchange Commission with public reports, documents or other information
required by the Exchange Act, as amended, the depositary will furnish such information to the commission to
the extent received by the depositary as registered holder of shares and not otherwise filed.

On or before the first date notice is given, by publication or otherwise, by Santander of any meeting of
holders of shares or of any adjourned meeting of such holders, or of the taking of any action in respect of any
cash or other distributions or the offering of any rights, Santander will transmit to the depositary a copy of the
notice thereof in the form given or to be given to holders of shares. The depositary will, at Santander’s
expense, arrange for the prompt mailing of copies thereof to all ADS holders.

Amendment and Termination of the Deposit Agreement

The ADSs and the deposit agreement may at any time be amended by agreement between Santander and
the depositary. Any amendment that imposes or increases any fees or charges (other than the expenses of the
depositary and taxes and other governmental charges), or that otherwise prejudices any substantial existing
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right of ADS holders, will not take effect as to outstanding ADSs until the expiration of three months after
notice of such amendment has been given to the record holders of outstanding ADSs. Every holder of an ADS
at the time such amendment so becomes effective will be deemed, by continuing to hold such ADS, to consent
and agree to be bound by the deposit agreement or ADS as amended thereby. In no event may any amendment
impair the right of any ADS holder to surrender his ADS and receive therefor the shares and other property
represented thereby.

Whenever so directed by Santander, the depositary will terminate the deposit agreement by mailing notice
of such termination to the record holders of all ADSs then outstanding at least 30 days prior to the date fixed
in such notice for such termination. The depositary may likewise terminate the deposit agreement at any time
after 90 days after the depositary shall have delivered to Santander its resignation provided that no successor
depositary shall have been appointed and accepted its appointment as provided in the deposit agreement. If
any ADSs remain outstanding after the date of termination, the depositary thereafter will discontinue the
registration of transfers of ADSs, will suspend the distribution of dividends to the holders thereof and will not
give any further notices or perform any further acts under the deposit agreement, except that the depositary
shall continue the collection of dividends and other distributions pertaining to the shares and any other
property represented by such ADSs, the sale of rights as provided in the deposit agreement and the delivery of
shares, together with any dividends or other distributions received with respect thereto and the net proceeds of
the sale of any rights or other property, in exchange for surrendered ADSs. At any time after the expiration of
six months from the date of termination, the depositary may sell the shares and any other property represented
by such ADSs and hold the net proceeds, together with any other cash then held, without liability for interest,
for the pro rata benefit of the holders of ADSs that have not theretofore been surrendered.

Charges of Depositary

The depositary will charge the party to whom ADSs are delivered against deposits, and the party
surrendering ADSs for delivery of shares or other deposited securities, property and cash, $5.00 for each
100 ADSs (or portion thereof) issued or surrendered. In connection with any cash dividend or other cash
distribution under the deposit agreement, the depository may charge a fee of $0.01 per ADS (or portion
thereof), such amount to be deducted from the net amount distributed to holders entitled thereto. Santander
will pay all other charges of the depositary and those of any registrar or co-registrar under the deposit
agreement, except for taxes and other governmental charges, any applicable share transfer or registration fees
on deposits or withdrawals of shares, certain cable, telex, facsimile transmission and delivery charges and such
expenses as are incurred by the depositary in the conversion of foreign currency into dollars. Santander will
also pay all charges and expenses of the depositary in connection with the issuance of ADSs payable as a
dividend or distribution and in connection with any rights offering to shareholders.

General

Neither the depositary nor Santander will be liable to the holders of ADSs if prevented or delayed by any
law, any provision of Santander’s bylaws (estatutos) or of the securities deposited pursuant to the deposit
agreement or any circumstances beyond their control in performing their obligations under the deposit
agreement. The obligations of Santander and the depositary under the deposit agreement are expressly limited
to performing in good faith their respective duties specified therein without negligence or bad faith.

The depositary will act as registrar or, with the approval of Santander, appoint a registrar or one or more
co-registrars, for registry of the ADSs in accordance with any requirements of the New York Stock Exchange
or any other stock exchange on which the ADSs may be listed. Such registrars or co-registrars may be
removed and a substitute or substitutes appointed by the depositary upon the request or with the approval of
Santander.

The ADSs are transferable on the books of the depositary; provided, however, that the depositary may
close the transfer books at any time or from time to time when deemed expedient by it in connection with the
performance of its duties or at the request of Santander. As a condition precedent to the execution and
delivery, registration of transfer, split-up, combination or surrender of any ADSs or transfer and withdrawal of
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shares, the depositary may require payment from the presenter of the ADS or the depositor of the shares of a
sum sufficient to reimburse it for any tax or other governmental charge and any stock transfer or registration
fee with respect thereto and payment of any applicable fees by the holders of ADSs. The depositary may
refuse to deliver ADSs, register the transfer of any ADS or make any distribution of, or related to, shares until
it has received such proof of citizenship, residence, exchange control approval, legal or beneficial ownership
or other information as it may deem necessary or proper or as Santander may require. The delivery, transfer
and surrender of ADSs in particular instances or generally may be suspended during any period when the
transfer books of the depositary are closed, or at any time or from time to time when any such action is
deemed necessary or advisable by the depositary or Santander at any time or from time to time.

The depositary will act as registrar or, upon the request or with the approval of Santander, appoint one or
more co-transfer agents for the purpose of effecting transfers, combinations and split-ups of ADSs at
designated transfer offices on behalf of the depositary. In carrying out its functions, a co-transfer agent may
require evidence of authority and compliance with applicable laws and other requirements by holders of ADSs
or persons entitled thereto and indemnity to the same extent as the depositary.

Direct Registration System

In the deposit agreement, all parties to the deposit agreement acknowledge that the DRS and Profile
Modification System, or Profile, will apply to uncertificated Santander ADSs upon acceptance thereof to DRS
by DTC. DRS is the system administered by DTC pursuant to which the depositary may register the ownership
of uncertificated ADSs, which ownership shall be evidenced by periodic statements sent by the depositary to
the registered holders of uncertificated ADSs. Profile is a required feature of DRS which allows a DTC
participant, claiming to act on behalf of a registered holder of uncertificated ADSs, to direct the depositary to
register a transfer of those ADSs to DTC or its nominee and to deliver those ADSs to the DTC account of that
DTC participant without receipt by the depositary of prior authorization from the ADS registered holder to
register that transfer.

Santander Ordinary Shares Outstanding. As of December 18, 2008, there were 7,994,059,403 Santander
ordinary shares outstanding.

Santander ADSs Outstanding. As of December 18, 2008, there were 133,490,864 Santander ADSs
outstanding.

SANTANDER MARKET ACTIVITIES INVOLVING SANTANDER ORDINARY SHARES

Since the announcement of the transaction, Santander, through certain identifiable business units, and
certain of its affiliates have engaged and intend to continue to engage in various dealing and brokerage
activities involving Santander ordinary shares outside the United States. Among other things, Santander,
through an affiliate, has made a market, from time to time, and intends to continue to make a market, from
time to time, in the Santander ordinary shares by purchasing and selling Santander ordinary shares for its own
account in Spain on the Spanish stock exchanges.

Certain mutual fund management companies, pension fund management companies, asset management
companies and insurance companies that are affiliates of Santander have purchased and sold, and intend to
continue to purchase and sell, Santander ordinary shares and derivatives, as part of their ordinary investing
activities and/or as part of the investment selections made by their clients. Santander, through its derivatives
business units, has also engaged, and intends to continue to engage, in dealings in Santander ordinary shares
and derivatives for their accounts and for the accounts of their respective customers for the purpose of market
making of derivatives or of hedging their respective positions established in connection with certain derivatives
activities (such as options, warrants, futures and other instruments, including stock options issued by
Santander) relating to Santander ordinary shares entered into by Santander and its affiliates and their respective
customers. Santander, through its brokerage business units, has also engaged, and intends to continue to
engage, in unsolicited brokerage transactions in Santander ordinary shares with Santander’s customers. These
activities occurred and are expected to continue to occur through the automatic quotation system, on the
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Spanish stock exchanges, the stock exchanges of Milan, Lisbon, Buenos Aires, London and Mexico and in the
over-the-counter market in Spain or elsewhere outside the United States.

Santander’s affiliates in the United States also have engaged and may continue to engage in unsolicited
brokerage and asset management transactions in Santander ordinary shares and Santander ADSs in the United
States. In addition, Santander’s affiliates in Puerto Rico have engaged and may continue to engage in
unsolicited brokerage transactions in Santander ordinary shares and Santander ADSs in Puerto Rico and may
purchase Santander ordinary shares and Santander ADSs in connection with asset management activities in
Puerto Rico. Santander is not obliged to make a market in Santander ordinary shares and any such market
making may be discontinued at any time. All of these activities could have the effect of preventing or
retarding a decline in the market price of the Santander ordinary shares.

Santander has sought and expects to receive from the SEC certain exemptive relief from Regulation M in
order to permit its identifiable business units and affiliates to engage in the foregoing activities during the
proxy solicitation period.

ADDITIONAL INFORMATION

Submission of Future Shareholder Proposals

Sovereign does not expect to hold a 2009 annual meeting of shareholders because Sovereign will not be a
separate public company if the transaction is completed. If, however, an annual meeting of Sovereign
shareholders is held, please note the following:

In accordance with Sovereign’s amended bylaws, a shareholder who desires to propose a matter for
consideration at the 2009 annual meeting of shareholders must provide notice of such proposal in writing,
delivered or mailed by first-class United States mail, postage prepaid, to the Secretary of Sovereign, not
less than 90 days nor more than 150 days prior to such annual meeting. While a date for the 2009 annual
meeting has not yet been set, if the 2009 annual meeting is held on May 7, 2009, this period will begin
on December 8, 2008 and end on February 6, 2009.

If any shareholder desires to submit a proposal to be considered for inclusion in Sovereign’s proxy
materials relating to Sovereign’s 2009 annual meeting of shareholders, then in accordance with the rules
of the SEC, such shareholder must submit such proposal in writing, addressed to Sovereign Bancorp, Inc.
at 75 State Street, Boston, Massachusetts 02109 (Attn: Secretary), on or before November 24, 2008.

Moreover, in accordance with Sovereign’s amended bylaws, any shareholder entitled to vote for the
election of directors may nominate candidates for election to Sovereign’s board of directors provided that
the shareholder has given proper notice of the nomination, as required by Sovereign’s amended bylaws, in
writing, delivered or mailed by first class United States mail, postage prepaid, to the Secretary of
Sovereign not less than 90 days nor more than 120 days prior to such annual meeting. While a date for
the 2009 annual meeting has not yet been set, if the 2009 annual meeting is held on May 7, 2009, this
period will begin on January 7, 2009 and end on February 6, 2009.

Shareholders may also recommend qualified persons for consideration by Sovereign’s board of
directors to be included in Sovereign’s proxy materials as a nominee of the board of directors.
Shareholders making a recommendation must submit the same information as that required to be included
by us in Sovereign’s proxy statement with respect to nominees of Sovereign’s board of directors, and
such recommendation should be submitted in writing to the address and in such time period as noted in
the preceding paragraph.

Legal Experts

The validity of the Santander ordinary shares to be issued in connection with the share exchange will be
passed upon by Uría Menéndez, Spanish counsel to Santander.
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Experts

The consolidated financial statements incorporated by reference in this prospectus from the Annual
Report of Banco Santander , S.A. (the “Bank”) and companies composing, together with the Bank, the
Santander Group, or the Group, on Form 20-F for the year ended December 31, 2007, and the effectiveness of
the Group’s internal control over financial reporting have been audited by Deloitte S.L., an independent
registered public accounting firm, as stated in their report which is incorporated herein by reference (which
report relating to the consolidated financial statements of the Group expresses an unqualified opinion and
includes an explanatory paragraph related to the nature and effect of differences between the International
Financial Reporting Standards, as adopted by the European Union required to be applied under Bank of
Spain’s Circular 4/2004 and accounting principles generally accepted in the United States of America). Such
financial statements have been so incorporated in reliance upon the reports of such firm given upon their
authority as to experts in accounting and auditing.

The consolidated financial statements of Sovereign Bancorp, Inc. appearing in Sovereign Bancorp, Inc.’s
Annual Report (Form 10-K) for the year ended December 31, 2007 and the effectiveness of Sovereign
Bancorp, Inc.’s internal control over financial reporting as of December 31, 2007 have been audited by Ernst &
Young LLP, independent registered public accounting firm, as set forth in their report thereon, included
therein, and incorporated herein by reference. Such consolidated financial statements are incorporated herein
by reference in reliance upon such reports given on the authority of such firm as experts in accounting and
auditing.

Enforceability of Civil Liabilities Under U.S. Securities Laws

Santander is a company (sociedad anónima) organized under the laws of the Kingdom of Spain.
Substantially all of the directors and executive officers of Santander, and certain of the experts named in this
document, are not residents of the United States and all or a substantial portion of its assets and its directors
and officers are located outside the United States. As a result, it may not be possible for investors to effect
service of process within the United States upon such persons with respect to matters arising under the
Securities Act or to enforce against them judgments of courts of the United States predicated upon civil
liability under the Securities Act. Santander is advised by its Spanish legal counsel that there is doubt as to the
enforceability in Spain in original actions or in actions, for enforcement of judgments of U.S. courts, of
liabilities predicated solely upon the securities laws of the United States. Santander has submitted to the
jurisdiction of New York state and U.S. federal courts sitting in New York City for the purpose of any suit,
action or proceeding arising out of the transaction agreement.

Description of the Investment Agreement

The following summarizes the material terms and conditions of the Investment Agreement. This
summary, however, is qualified in its entirety to the complete text of the Investment Agreement, which is
filed as Exhibit 10.1 to Sovereign’s Current Report on Form 8-K filed with the SEC on October 27,
2005, Exhibit 10.2 to Sovereign’s Current Report on Form 8-K filed with the SEC on November 23,
2005 and Exhibit 10.3 to Sovereign’s Current Report on Form 8-K filed with the SEC on June 6, 2006.
Please note that solely with respect to this section capitalized terms used without definition shall have
the meaning ascribed to such term in the Investment Agreement. For a summary of the effect of the
transaction agreement on the Investment Agreement, see “The Transaction Agreement — Investment
Agreement.” The Sovereign board of directors waived certain provisions of the Investment Agreement to
facilitate the discussions that led to the execution of the transaction agreement. See “The Transaction —
Background of the Transaction” on page 38.

In general the Investment Agreement contains a number of important restrictions on both Sovereign and
Santander. These provisions include certain standstill provisions that restrict Santander from purchasing
securities of Sovereign, making an offer to purchase securities of Sovereign, or taking certain other actions, in
each case unless certain conditions are satisfied. The Investment Agreement also imposes certain obligations
and restrictions on Sovereign, including restrictions on the ability of Sovereign to solicit any acquisition
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proposals and on the manner in which Sovereign may respond to unsolicited acquisition proposals and
obligations to provide representation to Santander on the Sovereign board of directors. In general, the
Investment Agreement divides the post-closing period into three consecutive periods of 24 months, 12 months
and 24 months, respectively. The restrictions and obligations of the parties vary depending upon which period
is in effect. During the negotiations of the transaction agreement, the Second Standstill Period was in effect,
which period is described more fully below.

Obligations and Rights During the Term of the Agreement (to May 31, 2011)

Although the Investment Agreement divides the term into three periods (the period from the closing to
May 31, 2008; the period from June 1, 2008 through May 31, 2009 (the “Second Standstill Period”); and the
period from June 1, 2009 through May 31, 2011 (the “Third Standstill Period”), there are a number of
restrictions and provisions that apply during the entire term of the Investment Agreement, subject to earlier
termination in certain events.

Notification, First Look and Match Rights: If at any time Sovereign receives any Acquisition Proposal,
any indication that any person is considering making an Acquisition Proposal, or any request for information
about Sovereign or access to the business, properties or books and records of Sovereign, Sovereign is required
to notify Santander promptly (and in any event within 24 hours) after the receipt of such Acquisition Proposal,
indication or request. The notification to Santander is required to be orally and in writing and is required to
identify the person making the Acquisition Proposal, indication or request, and the terms and conditions
thereof. In addition, Sovereign is required to keep Santander fully informed, on a current basis, of the status
and details of any Acquisition Proposal, indication or request.

If Sovereign notifies Santander of the receipt of an Acquisition Proposal, indication or request, Santander
has a 30-day exclusive “first look” right to negotiate an Acquisition Proposal to purchase all of the outstanding
shares of Sovereign. During that time, Sovereign may not engage in discussions with the party making the bid
or provide them with information. If Santander has not made an Acquisition Proposal to acquire all of the
outstanding shares of Sovereign that is at least as favorable as the third party proposal during such 30 day
period, then Sovereign may enter into discussions with the third party, provide access to information and enter
into an agreement with respect to an Acquisition Proposal, but only concurrently with providing notice to
Santander that it intends to take such actions. The notice must include copies of any relevant agreement,
agreement in principle, letter of intent or similar document (or a description of the material terms thereof).
Before entering into any agreement, agreement in principle or letter of intent, however, Sovereign must
provide Santander with a 30-day period to match the third party Acquisition Proposal. If the Santander offer is
at least as favorable as the third party proposal, then Sovereign is required to accept the Santander proposal
rather than the third party proposal. In no event, however, is Sovereign required to accept any proposal from
Santander or a third party during the Second Standstill Period at a price less than $38.10 per share (as
adjusted). Any such Acquisition Proposal from Santander is subject to, among other things, a vote of a
majority of the minority shareholders of Sovereign.

Obligations During the Second Standstill Period (June 1, 2008 to May 31, 2009)

During the Second Standstill Period, Santander may make a 100% Acquisition Proposal at any price that
is greater than $38.10 per share of Sovereign common stock. Upon receipt of such a proposal, Sovereign and
Santander shall negotiate on an exclusive basis for a period of 30 days. If Sovereign and Santander reach an
agreement with respect to such a proposal (a “Second Period Accepted Acquisition Proposal”), then Sovereign
shall take certain steps (including convening a shareholders meeting) and certain conditions must be satisfied
(such as a “majority of the minority vote”) in order to consummate such transaction. If, during such 30-day
exclusive period, Sovereign and Santander are not able to reach such an agreement, then Sovereign shall either
(x) conduct an appraisal process or (y) conduct a third-party market check. The appraisal shall be conducted
initially by two appraisers, one chosen by Santander and one chosen by the “unaffiliated directors.” In the
event that the respective appraisals do not differ by more than 10% of the lower appraisal, the appraised value
will be the average of the two appraisals. If they differ by more than 10%, then a third appraiser shall be
selected and shall independently, without knowledge of the two appraisals, determine the appraised value. If
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the appraised value of the third appraiser is within the middle third of the range of the two other appraisals,
then the appraised value will be the value determined by the third appraiser. If it is outside that range, then the
appraised value will be the average of the third appraisal and the closest of the two other appraisals. The third-
party market check means a customary solicitation of interest from third parties in a 100% Acquisition
Proposal.

If at the conclusion of the process described above, Santander agrees to pay the higher of $38.10 and the
price determined through the appraisal process or the third-party market check, as applicable, then Sovereign
shall enter into an agreement with Santander with respect to such acquisition and take certain steps (including
convening a stockholders meeting) to consummate the transaction, provided that certain conditions, including a
“majority of the minority vote” are satisfied.

If Sovereign receives an Unsolicited Acquisition Proposal during the Second Standstill Period and before
Santander makes an 100% Acquisition Proposal, Sovereign shall notify Santander that it has received such
Unsolicited Acquisition Proposal. If within 10 days of receipt of such notice Santander submits a 100%
Acquisition Proposal at a price per share in excess of $38.10, Sovereign must complete the procedures
described above in an effort to agree to acceptable terms for a Second Period Accepted Acquisition Proposal
before negotiating with, providing information to, or entering into any acquisition agreement with any third
party or taking certain defensive actions.

Obligations During the Third Standstill Period (June 1, 2009 to May 31, 2011)

During the Third Standstill Period, Santander may make a 100% Acquisition Proposal at any price. If it
does so, Sovereign shall have the one-time right, exercisable within 10 days after receipt of such proposal, to
require that Santander delay making such an Acquisition Proposal for a period of up to 270 days (the
“Sovereign Deferral Period”). If Sovereign receives a 100% Acquisition Proposal after the expiration of the
Sovereign Deferral Period or does not request a deferral, then Sovereign and Santander shall negotiate on an
exclusive basis for a period of 90 days. If Sovereign and Santander reach an agreement (a “Third Period
Accepted Acquisition Proposal”), then Sovereign shall take certain steps (including convening a stockholders
meeting) and certain conditions must be satisfied (such as a “majority of the minority vote”) in order to
consummate such transaction. If, during such 90-day period, Sovereign and Santander are not able to reach
such an agreement, then Sovereign shall either conduct the appraisal process or the third-party market check
described above in an effort to reach an agreement. If at the conclusion of such process, Santander agrees to
pay the price determined through the appraisal process or the third-party market check, as applicable, then
Sovereign will enter into an agreement with respect to the acquisition at that price and take certain actions to
support the transaction, including calling a shareholder meeting. Any such agreement will be subject to a vote
of the majority of the shareholders unaffiliated with Santander.

Notwithstanding the foregoing, Sovereign shall have a right at any time during the Third Standstill Period
to initiate a process intended to lead to an Acquisition Proposal by a third party. However, Sovereign must
first deliver to Santander a written notice inviting Santander to make a 100% Acquisition Proposal (after
receipt of which Santander will have the same deferral rights to delay any such proposal for a period of up to
270 days (the “Santander Deferral Period”)). If Santander makes a 100% Acquisition Proposal within 10 days
after the end of the Santander Deferral Period or if Santander does not elect to defer following receipt of
notice and makes a 100% Acquisition Proposal within 10 days of such notice, Sovereign must follow the
procedures outlined above before soliciting any third party proposals or taking certain defensive actions.

If Sovereign receives an Unsolicited Acquisition Proposal at any time before (x) Santander makes an
100% Acquisition Proposal permitted during the Third Standstill Period (taking into account any deferral
rights) or (y) Sovereign delivers a notice that it intends to initiate a process, then Sovereign shall notify
Santander in writing and, if within 10 days of receipt of such notice Santander submits a 100% Acquisition
Proposal, complete the exclusive negotiation, appraisal and third-party market check procedures described
above in an effort to agree to acceptable terms for a Third Period Accepted Acquisition Proposal before
soliciting any third party proposals or taking certain defensive actions.
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WHERE YOU CAN FIND MORE INFORMATION

General

Each of Santander and Sovereign files annual reports with, and furnishes other reports and information to,
the SEC. You may read and copy any document Santander or Sovereign files with or furnishes to the SEC at
the SEC’s public reference room at 100 F Street, N.E., Washington, D.C. 20549. Please call the SEC at
l-800-SEC-0330 for further information on the operation of the public reference room. Santander’s and
Sovereign’s SEC filings are also available to the public over the Internet at the SEC’s website at www.sec.gov.

Santander has filed a registration statement on Form F-4 to register with the SEC the Santander ordinary
shares underlying Santander ADSs to be issued in exchange for shares of Sovereign common stock. This
document is part of the registration statement on Form F-4 and constitutes a document of Santander. As
allowed by SEC rules, this document does not contain all the information you can find in the registration
statement or the exhibits to the registration statement.

Santander is subject to the reporting requirements under the Exchange Act applicable to foreign private
issuers. Santander is not required to file periodic reports and financial statements with the SEC as frequently
or as promptly as U.S. companies whose securities are registered under the Exchange Act. Santander is
required to (i) file its annual report on Form 20-F with the SEC within six months after the end of each fiscal
year and (ii) furnish reports on Form 6-K to the SEC regarding certain information required to be publicly
disclosed by Santander in Spain or filed with the CNMV, or distributed or required to be distributed by
Santander to its shareholders. Santander is not required to file periodic reports on Form 10-Q or Form 8-K and
is not required to file financial statements prepared in accordance with U.S. GAAP (although it is required to
reconcile its financial statements to U.S. GAAP). In addition, Santander is exempt from certain rules under the
Exchange Act, including the proxy rules, which impose certain disclosure and procedural requirements for
proxy solicitations under Section 14 of the Exchange Act., and is not required to comply with Regulation FD,
which addresses certain restrictions on the selective disclosure of material information. Among other matters,
Santander’s officers, directors and principal shareholders are also exempt from the reporting and short-swing
profit recovery provisions of Section 16 of the Exchange Act.

Santander does not believe that the filing of a Schedule 13E-3 is required in connection with the
transaction because it believes that the transaction satisfies the “going private” rules exemption found in
Rule 13e-3(g)(2) under the Exchange Act and, therefore, the transaction is exempt from the requirements of
Rule 13e-3 under the Exchange Act. The Santander ordinary shares underlying the Santander ADSs have
substantially the same rights as Sovereign common shares, including voting rights, rights to dividends and
redemption and liquidation rights. See “Description of Santander Ordinary Shares” and “Comparison of Your
Rights as a Holder of Sovereign Common Shares and Your Rights as a Potential Holder of Santander Ordinary
Shares or Santander ADSs.”

Santander

Santander makes available free of charge through its website accessible at www.santander.com all of
Santander’s reports and other information filed with or furnished to the SEC. With the exception of the reports
specifically incorporated by reference in this document as set forth in “— Incorporation of Certain Documents
By Reference,” material contained on or accessible through Santander’s website is not incorporated into this
document. You may also request a copy of Santander’s filings at no cost, by writing or calling Santander at
the following address:

Banco Santander, S.A.
New York Branch
45 East 53rd Street

New York, New York 10022
Attention: Investor Relations
Telephone: (212) 350-3681

or
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Banco Santander, S.A.
Ciudad Grupo Santander
Avenida de Cantabria, s/n
Edificio Pereda, 1a planta
28660 Boadilla del Monte

Madrid, Spain
Telephone: +34 91 259 6514

Santander ADSs are traded on the New York Stock Exchange under the symbol “STD.” You may inspect
Santander’s reports filed with or furnished to the SEC and other information concerning Santander at the
offices of the New York Stock Exchange, 10 Broad Street, New York, New York 10005. In addition, JPMorgan
Chase Bank, N.A., as provided in the deposit agreement, arranges for the mailing of English language versions
of Santander’s annual reports and summaries of all notices of general meetings of shareholders and other
reports and communications that are made generally available to Santander’s shareholders to all record holders
of Santander ADSs. Any record holder of Santander ADSs may read such reports, notices or summaries
thereof, and communications at JPMorgan Chase, N.A. office located at Four New York Plaza, New York,
New York 10004.

Santander ordinary shares are listed on the Spanish Stock Exchanges and quoted on the Automated
Quotation System under the symbol “SAN.” Santander ordinary shares are also listed on the Mexican stock
market (“SAN”) and on the Buenos Aires (“STD”), Lisbon (“SANT”), London (“BNC”), and Milan (“SANT”)
stock exchanges. You may read copies of Santander’s annual and quarterly reports, accounts and other
financial information and offering documents at the offices of the CNMV, Paseo de la Castellana, 19, Madrid.
Some Santander Spanish securities commission filings are also available at the website maintained by the
Spanish securities commission at www.cnmv.es. Information regarding Santander is also available at the
Commercial Registry of Santander.

Sovereign

The reports and other information filed by Sovereign with the SEC are available on Sovereign’s website
at www.sovereignbank.com. With the exception of the reports specifically incorporated by reference in this
document as set forth in “— Incorporation of Certain Documents By Reference,” material contained on or
accessible through Sovereign’s website is not incorporated into this document. You may also request a copy of
Sovereign’s filings at no cost, by writing or calling Sovereign at the following address:

Sovereign Bancorp, Inc.
1130 Berkshire Boulevard

Wyomissing, Pennsylvania 19610
Attn: Investor Relations

1-800-628-2673

The Sovereign common shares are listed on the New York Stock Exchange under the symbol “SOV.”
Sovereign is subject to the informational requirements of the SEC and the NYSE and files reports and other
information relating to its business, financial condition and other matters. You may read such reports,
statements and other information, including the annual and quarterly financial statements of Sovereign, at the
offices of the New York Stock Exchange, 10 Broad Street, New York, New York 10005.

This document includes the web addresses of the SEC, the CNMV, Santander and Sovereign as
inactive textual references only. Except as specifically incorporated by reference into this document,
information on those websites is not part of this document.

Householding

Only one copy of this document will be sent to those Sovereign shareholders who share a single
household and who have consented to receive a single copy of such documents. This practice, known as
“householding”, is designed to reduce Sovereign’s printing and postage costs. However, if any shareholder
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residing at such an address desires to receive a separate copy of this document in the future, he or she may
telephone Sovereign’s Investor Relations Department at 1-800-628-2673 or write to Investor Relations at
1130 Berkshire Boulevard, Wyomissing, Pennsylvania 19610 or by E-mail at investor@sovereignbank.com. If
you are receiving multiple copies of this document, please request householding by contacting Sovereign’s
Investor Relations in the same manner.

Incorporation of Certain Documents by Reference

This document incorporates by reference certain information that Santander and Sovereign have filed with
or furnished to the SEC, which means that Santander and Sovereign disclose important information to you by
referring you to those documents. The information incorporated by reference is considered to be part of this
document, and information that each of Santander and Sovereign files later with or furnishes later to the SEC
will automatically update and supersede this information to the extent specified in such later filings.

This document incorporates by reference the following documents listed below that Santander has
previously filed with the SEC:

Santander SEC Filings
(File No. 001-12518; CIK No. 0000891478) Period or Date Filed

Annual Report on Form 20-F . . . . . . . . . . . . . . . . . . . Year ended December 31, 2007 (Filed on June 27,
2008)

Current Report on Form 6-K (which contains
Santander’s results of operations, financial
statements and other disclosure relating to the six
months ended June 30, 2008) . . . . . . . . . . . . . . . . . Period of six months ended June 30, 2008 (Filed on

October 29, 2008)
Current Report on Form 6-K . . . . . . . . . . . . . . . . . . . Period of nine months ended September 30, 2008

(Filed on November 10, 2008)
Current Report on Form 6-K . . . . . . . . . . . . . . . . . . . Filed December 15, 2008

This document incorporates by reference the following documents listed below that Sovereign has
previously filed with the SEC:

Sovereign SEC Filings
(File No. 1-16581; CIK No. 0000811830) Period or Date Filed

Annual Report on Form 10-K . . . . . . . . . . . . . . . . . . Year ended December 31, 2007 (Filed on
February 29, 2008)

Quarterly Report on Form 10-Q . . . . . . . . . . . . . . . . . Quarter ended March 31, 2008 (Filed on May 8,
2008)
Quarter ended June 30, 2008 (Filed on July 31, 2008)
Quarter ended September 30, 2008 (Filed on
November 5, 2008)

Current Reports on Form 8-K . . . . . . . . . . . . . . . . . . January 14, 2008, January 24, 2008, January 29,
2008, February 21, 2008, April 17, 2008, April 23,
2008, April 28, 2008, May 12, 2008, May 13, 2008,
May 20, 2008, July 18, 2008, July 23, 2008,
September 8, 2008, September 19, 2008,
September 30, 2008, October 7, 2008, October 14,
2008, October 16, 2008, November 17, 2008 (except
for the portions of those documents not deemed to be
filed)

Proxy Statement on Form 14A . . . . . . . . . . . . . . . . . . Filed on March 24, 2008
Form 425 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . October 17, 2008, October 20, 2008, October 22,

2008, October 23, 2008, November 12, 2008,
November 17, 2008, November 20, 2008

Santander and Sovereign also incorporate by reference additional documents that either company files with
the SEC pursuant to Section 13(a), 13(c), 14 or 15(d) of the Exchange Act after the initial filing date of this
document and (i) in the case of Santander, prior to the date the offering is terminated, and (ii) in the case of
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Sovereign, prior to the date of the special meeting of Sovereign common shareholders to consider and vote on
the adoption of the transaction agreement are incorporated by reference into this document and are a part of this
document from the date of filing. These documents include periodic reports, such as Annual Reports on
Form 20-F filed by Santander or Form 10-K filed by Sovereign, Quarterly Reports on Form 10-Q filed by
Sovereign, Current Reports furnished or filed by Sovereign on Form 8-K and certain Current Reports, but only
to the extent designated within such Current Reports, furnished by Santander on Form 6-K.

Santander and Sovereign also incorporate by reference the transaction agreement attached to this
document as Annex A.

Santander has supplied all information contained or incorporated by reference in this document relating to
Santander and Sovereign has supplied all information relating to Sovereign.

Documents incorporated by reference are available from Santander and Sovereign without charge,
excluding exhibits to those documents unless specifically incorporated by reference as an exhibit in this
document. You can obtain documents incorporated by reference in this document by requesting them in
writing or by telephone from the appropriate company at the addresses listed above in “— General —
Santander” and “— General — Sovereign.”

Neither Santander nor Sovereign has authorized anyone to give any information or make any
representation about the transaction or their companies that is different from, or in addition to, that
contained in this document or in any of the materials that have been incorporated in this document.
Therefore, if anyone does give you information of this sort, you should not rely on it. If you are in a
jurisdiction where offers to exchange or sell, or solicitations of offers to exchange or purchase, the
securities offered by this document or the solicitation of proxies is unlawful, or if you are a person to
whom it is unlawful to direct these types of activities, then the offer presented in this document does not
extend to you. The information contained in this document speaks only as of the date of this document
unless the information specifically indicates that another date applies.
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ANNEX A

TRANSACTION AGREEMENT

dated as of

October 13, 2008

between

SOVEREIGN BANCORP, INC.,

and

BANCO SANTANDER, S.A.
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TRANSACTION AGREEMENT

TRANSACTION AGREEMENT (this “Agreement”) dated as of October 13, 2008, between Sovereign
Bancorp, Inc., a Pennsylvania corporation (the “Company”), and Banco Santander, S.A., a Spanish sociedad
anónima (“Parent”).

WHEREAS, prior to the Reincorporation Effective Time, the Company shall form a new wholly owned
subsidiary (“Company Virginia Sub”) as a Virginia corporation under and in accordance with the Virginia
Stock Corporation Act (the “VSCA”), and the Company shall cause Company Virginia Sub to, and Company
Virginia Sub shall, sign a joinder agreement to this Agreement and be bound hereunder prior to the
Reincorporation Effective Time;

WHEREAS, the Executive Committee of Parent and the Board of Directors of the Company (the
“Company Board”) have approved, and the Board of Directors of Company Virginia Sub (the “Company
Virginia Sub Board”) shall approve, the strategic business combination transactions provided for herein (the
“Transaction”) whereby (1) the Company will merge with and into Company Virginia Sub, with Company
Virginia Sub surviving such merger (the “Reincorporation Merger”), and (2) immediately following the
Reincorporation Merger, Company Virginia Sub, as the surviving corporation in the Reincorporation Merger,
will become a wholly owned subsidiary of Parent pursuant to a statutory share exchange (the “Share
Exchange”) in accordance with the VSCA;

WHEREAS, it is the intent of the parties hereto that, for U.S. federal income tax purposes, the
Reincorporation Merger shall constitute a “reorganization” within the meaning of Section 368(a) of the
Internal Revenue Code of 1986, as amended (the “Code”), and that this Agreement shall constitute a “plan of
reorganization” in respect of the Reincorporation Merger for the purposes of Sections 354 and 361 of the
Code;

WHEREAS, as an inducement to and condition to Parent’s willingness to enter into this Agreement,
certain shareholders of the Company are entering into a Voting Agreement simultaneously with the execution
of this Agreement substantially in the form attached hereto as Exhibit A (the “Voting Agreement”) whereby,
among other things, such shareholders have agreed, upon the terms and subject to the conditions set forth
therein, to vote the shares in favor of the Transaction to take or refrain from taking certain actions as set forth
in the Voting Agreement to consummate the Reincorporation Merger and the Share Exchange;

WHEREAS, the parties desire to make certain representations, warranties and agreements in connection
with the Transaction and also to prescribe certain conditions to the Transaction.

NOW, THEREFORE, in consideration of the mutual covenants, representations, warranties and agree-
ments contained in this Agreement, and other good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged, and intending to be legally bound hereby, the parties agree as follows:

ARTICLE 1

DEFINITIONS

SECTION 1.01. Definitions. (a) As used herein, the following terms have the following meanings:

“100% Acquisition Proposal” means any Acquisition Proposal, whether payable in cash, securities
or a combination thereof, by any Person or group to acquire beneficial ownership of 100% of the equity
securities (including those issuable pursuant to Convertible Rights) of the Company (other than the
Company Series C Stock) that are not already Beneficially Owned by such Person or group.

“1933 Act” means the Securities Act of 1933.

“1934 Act” means the Securities Exchange Act of 1934.

“Acquisition Proposal” means, other than the transactions contemplated by this Agreement, any
Third-Party offer, proposal or inquiry relating to, or any Third-Party indication of interest in, (i) any
acquisition or purchase, direct or indirect, of 25% or more of the consolidated assets of the Company and
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its Subsidiaries, or any acquisition, purchase or assumption, direct or indirect, of 25% or more of the
Consolidated Deposits whether with or without the assistance (and regardless of whether such is
contingent or guaranteed) of any Governmental Authority or any acquisition, purchase or assumption,
directly or indirectly, of 25% or more of any class of equity or voting securities of the Company or any
of its Subsidiaries whose assets, individually or in the aggregate, constitute 25% or more of the
consolidated assets of the Company, (ii) any tender offer (including a self-tender offer) or exchange offer
that, if consummated, would result in any Third Party beneficially owning 25% or more of any class of
equity or voting securities of the Company or any of its Subsidiaries whose assets, individually or in the
aggregate, constitute 25% or more of the consolidated assets of the Company, (iii) a merger, consolida-
tion, share exchange, business combination, sale of substantially all the assets, reorganization, recapital-
ization, liquidation, dissolution or other similar transaction involving the Company or any of its
Subsidiaries whose assets, individually or in the aggregate, constitute 25% or more of the consolidated
assets or Consolidated Deposits of the Company or (iv) any other transaction the consummation of which
could reasonably be expected to impede, interfere with, prevent or materially delay the Transaction
(including the Reincorporation Merger and Share Exchange) or that could reasonably be expected to
dilute materially the benefits to Parent of the transactions contemplated hereby.

“Affiliate” means, with respect to any Person, any other Person directly or indirectly controlling,
controlled by or under common control with such Person.

“Affiliates of Parent” means those individuals designated by Parent to serve on the Company Board
pursuant to the Investment Agreement.

“Applicable Law” means, with respect to any Person, any foreign, federal, state or local law
(statutory, common or otherwise), constitution, treaty, convention, ordinance, code, rule, regulation, order,
injunction, judgment, decree, ruling or other similar requirement enacted, adopted, promulgated or applied
by a Governmental Authority that is binding upon or applicable to such Person, as amended unless
expressly specified otherwise.

“Bank” means Sovereign Bank.

“Bank Board of Directors” means the Board of Directors of the Bank.

“BHC Act” means the Bank Holding Company Act of 1956, as amended.

“Business Day” means a day other than Saturday, Sunday or other day on which commercial banks
in New York, New York or Madrid, Spain are authorized or required by Applicable Law to close.

“Charter” means the Amended and Restated Articles of Incorporation of the Company as amended
from time to time in accordance with the terms thereof and Applicable Law.

“Company Balance Sheet” means the consolidated balance sheet of the Company as of December 31,
2007 and the footnotes thereto set forth in the Company 10-K.

“Company Bylaws” means the bylaws of the Company as amended from time to time in accordance
with the terms thereof and Applicable Law.

“Company Balance Sheet Date” means December 31, 2007.

“Company Disclosure Schedule” means the disclosure schedule dated the date hereof regarding this
Agreement that has been provided by the Company to Parent.

“Company Material Adverse Effect” means a material adverse effect on (i) the condition (financial
or otherwise), business, assets or results of operations of the Company and its Subsidiaries, taken as a
whole, excluding any effect to the extent resulting from (1) changes in GAAP or regulatory accounting
requirements, (2) changes in laws, rules or regulations of general applicability to companies in the
industries in which the Company and its Subsidiaries operate, (3) changes in global, national or regional
political conditions or general economic or market conditions (including changes in prevailing interest
rates, currency exchange rates, and price levels or trading volumes in the United States or foreign
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securities markets) affecting other companies in the industries in which the Company and its Subsidiaries
operate, (4) failure to meet earnings projections, but not any of the underlying causes for such failure,
(5) the impact of the Transaction on relationships with customers or employees solely to the extent the
Company demonstrates such impact to have so resulted from such disclosure or consummation, (6) the
public disclosure of this Agreement or the transactions contemplated hereby or the consummation of the
transactions contemplated hereby solely to the extent the Company demonstrates such effect to have so
resulted from such disclosure or consummation, (7) any outbreak or escalation of hostilities, declared or
undeclared acts of war or terrorism, (8) actions or omissions taken with the prior written consent of
Parent or expressly required by this Agreement, or (9) adverse credit events resulting in deterioration in
the credit markets generally or in respect of the customers of the Company and including changes to any
previously correctly applied asset marks resulting therefrom; provided that in each case listed in
clauses (2), (3), (7) and (9) above, only to the extent such changes or events do not have a materially
disproportionate effect on the Company and its Subsidiaries, taken as a whole, compared to other
companies engaged in the same industry as the Company and its Subsidiaries, or (ii) the Company’s or
Company Virginia Sub’s ability to consummate the transactions contemplated by this Agreement.

“Company Qualifying SEC Report” means (a) the Company 10-K and (b) the Company SEC
Documents filed on or after the date of filing of the Company 10-K that are filed with the SEC on the
SEC’s EDGAR system at least one Business Day prior to the date of this Agreement.

“Company 10-K” means the Company’s Annual Report on Form 10-K for the fiscal year ended
December 31, 2007.

“Consolidated Deposits” means all deposits (as defined in 12 U.S.C. § 1813(1)) that are held by the
Bank or any of its Affiliates, including demand deposits, commercial deposits with interest, savings
accounts, money market deposit accounts, mutual fund and reserve fund sweep accounts, negotiable order
of withdrawal accounts, certificates of deposit and business investment accounts, in each case, including
any such deposits received by the Company or any of its Subsidiaries from and after the date hereof.

“Convertible Rights” means warrants, options, rights, convertible securities and any other securities
or instruments that obligate an entity to issue capital stock, including the PIERS Instruments and any
options, stock appreciation rights or restricted stock granted under the Employee Plans.

“Defensive Measure” means (i) any provision of the Charter or Company Bylaws the purpose or
effect of which is, in whole or in part, to defer, delay or make more costly or burdensome, the
consummation of an Acquisition Proposal involving the Company, including Articles 8, 11, 15, 16 and 17
of the Charter and Sections 4.03, 4.04, 10.01 and 11.01 of the Company Bylaws, (ii) any shareholder
rights plan or “poison pill” including the Rights Agreement, (iii) any employment or severance agreement
and any Employee Plan that provides for enhanced benefits to officers, directors or employees of the
Company or any of its Subsidiaries or any acceleration of any such benefits in connection with the
consummation of an Acquisition Proposal involving the Company or any of its Subsidiaries, including the
Employee Agreements and the Employee Plans, (iv) any contract or agreement to which the Company is
a party that imposes on the Company or any of its Subsidiaries a material cost, or deprives the Company
or any of its Subsidiaries of a material asset or benefit, in either case, in connection with the
consummation of an Acquisition Proposal involving the Company or any of its Subsidiaries, (v) any
standstill or similar agreement to which the Company or any of its Subsidiaries is a party and which
imposes restrictions, limitations or prohibitions on any Person’s ability to directly or indirectly, by itself
or as a member of a group, purchase or make an offer to purchase, or publicly announce its intention to
purchase or make an offer to purchase, any Company Securities or any Company Subsidiary Securities,
or otherwise seek to control or influence the management or direction of the business of the Company or
any of its Subsidiaries, (vi) any Applicable Law, the effect of which is to (A) provide special rights,
including economic and voting rights, in connection with the consummation of an Acquisition Proposal
involving the Company or any of its Subsidiaries or (B) limit, impair, or otherwise adversely affect the
ability of Parent to exercise full control (voting or otherwise) over the Company or any of its Subsidiaries,
their respective boards of directors or the Shares and (vii) any act by the Board, the Company or any of
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its Subsidiaries that is intended to have or has any of the effects described in clauses (i) through
(v) above.

“Employee Plan” means any (i) “employee benefit plan,” as defined in Section 3(3) of ERISA,
(ii) employment, severance, change of control, or similar agreement, contract, plan, arrangement or policy
or (iii) other plan or arrangement (written or oral) providing for compensation, bonuses, profit-sharing,
stock option, restricted stock or other stock related rights or other forms of incentive or deferred
compensation, vacation benefits, insurance (including any self-insured arrangements), health or medical
benefits, employee assistance program, disability or sick leave benefits, workers’ compensation, supple-
mental unemployment benefits, severance benefits and post-employment or retirement benefits (including
compensation, pension, health, medical or life insurance benefits), in each case, which is (x) maintained,
administered or contributed to by the Company or any ERISA Affiliate and covers any employee or
former employee, director or independent contractor of the Company or any of its Subsidiaries or (y) with
respect to which the Company or any of its Subsidiaries has any liability.

“Environmental Laws” means any Applicable Laws or any agreement with any Governmental
Authority or other third party, relating to human health and safety, the environment or to Hazardous
Substances.

“Environmental Permits” means all permits, licenses, franchises, certificates, approvals and other
similar authorizations of Governmental Authorities relating to or required by Environmental Laws and
affecting, or relating to, the business of the Company or any of its Subsidiaries as currently conducted.

“ERISA” means the Employee Retirement Income Security Act of 1974.

“ERISA Affiliate” of any entity means any other entity that, together with such entity, would be
treated as a single employer under Section 414 of the Code.

“Exchange Ratio” means 0.2924.

“FDIA” means the Federal Deposit Insurance Act, as amended.

“FDIC” means the Federal Deposit Insurance Corporation.

“Federal Reserve Board” means the Board of Governors of the Federal Reserve System.

“GAAP” means generally accepted accounting principles in the United States.

“Governmental Authority” means any transnational, domestic or foreign federal, state or local,
governmental, regulatory or administrative authority, department, court, agency or official, including any
political subdivision thereof.

“Hazardous Substance” means any pollutant, contaminant, waste or chemical or any toxic, radioac-
tive, ignitable, corrosive, reactive or otherwise hazardous substance, waste or material, or any substance,
waste or material having any constituent elements displaying any of the foregoing characteristics,
including any substance, waste or material regulated under any Environmental Law.

“HOLA” means the Home Owners’ Loan Act of 1933, as amended.

“Intellectual Property” means (i) trademarks, service marks, brand names, certification marks, trade
dress, domain names and other indications of origin, the goodwill associated with the foregoing and
registrations in any jurisdiction of, and applications in any jurisdiction to register, the foregoing, including
any extension, modification or renewal of any such registration or application, (ii) inventions and
discoveries, whether patentable or not, in any jurisdiction, patents, applications for patents (including
divisions, continuations, continuations in part and renewal applications), and any renewals, extensions or
reissues thereof, in any jurisdiction, (iii) Trade Secrets, (iv) writings and other works, whether copyright-
able or not, in any jurisdiction, and any and all copyright rights, whether registered or not, and
registrations or applications for registration of copyrights in any jurisdiction, and any renewals or
extensions thereof, (v) moral rights, database rights, design rights, industrial property rights, publicity
rights and privacy rights and (vi) any similar intellectual property or proprietary rights.
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“Investment Agreement” means that certain Investment Agreement by and between Parent and the
Company, dated as of October 24, 2005, as amended from time to time.

“IT Assets” means computers, computer software, firmware, middleware, servers, workstations,
routers, hubs, switches, data communications lines and all other information technology equipment, and
all associated documentation owned by the Company or its Subsidiaries or licensed or leased by the
Company or its Subsidiaries pursuant to written agreement (excluding any public networks).

“Knowledge” of or “known” to of any Person that is not an individual means the actual knowledge
of such Person’s officers after reasonable inquiry.

“Lien” means, with respect to any property or asset, any mortgage, lien, pledge, charge, security
interest, encumbrance or other adverse claim of any kind in respect of such property or asset. For
purposes of this Agreement, a Person shall be deemed to own subject to a Lien, any property or asset that
it has acquired or holds subject to the interest of a vendor or lessor under any conditional sale agreement,
capital lease or other title retention agreement relating to such property or asset.

“NYSE” means the New York Stock Exchange.

“OTS” means the Office of Thrift Supervision.

“Parent Board” means the Board of Directors of Parent or, as the case may be, any Committee or
Director of Parent to whom the Board of Directors has delegated sufficient authority to take the relevant
action required of the Board of Directors.

“Parent Disclosure Schedule” means the disclosure schedule dated the date hereof regarding this
Agreement that has been provided by Parent to the Company.

“Parent Material Adverse Effect” means a material adverse effect on (i) the condition (financial or
otherwise), business, assets or results of operations of Parent and its Subsidiaries, taken as a whole,
excluding any effect to the extent resulting from (1) changes in IFRS or regulatory accounting
requirements, (2) changes in laws, rules or regulations of general applicability to companies in the
industries in which Parent and its Subsidiaries operate, (3) changes in global, national or regional political
conditions or general economic or market conditions (including changes in prevailing interest rates,
currency exchange rates, and price levels or trading volumes in United States or foreign securities
markets) affecting other companies in the industries in which Parent and its Subsidiaries operate,
(4) failure to meet earnings projections, but not any of the underlying causes for such failure, (5) the
impact of the Transaction on relationships with customers or employees solely to the extent Parent
demonstrates such impact to have so resulted from such disclosure or consummation, (6) the public
disclosure of this Agreement or the transactions contemplated hereby or the consummation of the
transactions contemplated hereby solely to the extent Parent demonstrates such effect to have so resulted
from such disclosure or consummation, (7) any outbreak or escalation of hostilities, declared or
undeclared acts of war or terrorism, (8) actions or omissions taken with the prior written consent of the
Company or expressly required by this Agreement, or (9) adverse credit events resulting in deterioration
in the credit markets generally or in respect of the customers of Parent and including changes to any
previously correctly applied asset marks resulting therefrom); provided that, in each case listed in clauses
(2), (3), (7) and (9) above, only to the extent such changes or events do not have a materially
disproportionate effect on Parent and its Subsidiaries, taken as a whole compared to other companies
engaged in the same industry as Parent and its Subsidiaries, or (ii) Parent’s ability to consummate the
transactions contemplated by this Agreement.

“Parent Qualifying SEC Report” means (a) the Parent’s Annual Report on Form 20-F for the fiscal
year ended December 31, 2007 and (b) the Parent SEC Documents filed on or after the date of filing of
such Form 20-F that are filed with the SEC on the SEC’s EDGAR system at least one Business Day prior
to the date of this Agreement.

“Pennsylvania Law” means the Pennsylvania Business Corporation Law.
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“Person” means an individual, corporation, partnership, limited liability company, association, trust
or other entity or organization, including a government or political subdivision or an agency or
instrumentality thereof.

“PIERS Instruments” means the Contingent Convertible Trust Preferred Income Equity Redeemable
Securities issued by Sovereign Capital Trust IV.

“Requisite Board Approval” means the approval of at least 80% of the members of the Company
Board, which approval shall constitute the unanimous approval of all of the members of the Company
Board who are not Affiliates of Parent.

“Rights Agreement” means the Second Amended and Restated Rights Agreement dated as of
January 19, 2005, as amended on October 25, 2005, as further amended on June 29, 2007, between the
Company and Mellon Investor Services LLC, a New Jersey Limited Liability Company, as Rights Agent.

“Sarbanes-Oxley Act” means the Sarbanes-Oxley Act of 2002.

“SEC” means the Securities and Exchange Commission.

“Shares” means shares of Company Common Stock.

“Subsidiary” means, at any time with respect to any Person, any entity of which securities or other
ownership interests having ordinary voting power to elect a majority of the board of directors or other
persons performing similar functions are at such time directly or indirectly owned by such Person.

“Third Party” means any Person other than Parent and its Affiliates.

“Trade Secrets” means trade secrets and confidential information and rights in any jurisdiction to
limit the use or disclosure thereof by any Person.

“WARN Act” means the Worker Adjustment and Retraining Notification Act.

(b) Each of the following terms is defined in the Section set forth opposite such term:

Term Section

Adverse Recommendation Change . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Section 8.03

Agreement . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Preamble
Board Reports . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.01

Capital Increase . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Section 7.05

Closing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Section 3.01

Closing Date . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Section 3.01

Code . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Preamble

Commercial Registry . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.03

Company . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Preamble

Company Board . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Preamble

Company Board Recommendation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Section 6.02

Company Committee . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Section 8.02

Company Common Certificate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.04

Company Common Stock . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.04

Company Disclosure Documents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Section 6.10

Company Employees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.02

Company Requisite Regulatory Approvals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Section 11.03

Company SEC Documents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Section 6.08

Company Securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Section 6.05

Company Series C Certificate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Section 3.04
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Term Section

Company Series C Stock . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.04

Company Stock Option . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.05

Company Shareholder Approval . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Section 6.02

Company Subsidiary Securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Section 6.06

Company Virginia Exchange Certificate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.02

Company Virginia Sub . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Preamble

Company Virginia Sub Articles. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.07

Company Virginia Sub Board . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Preamble

Company Virginia Sub ByLaws . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.08

Company Virginia Sub Certificates . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Section 3.04

Company Virginia Sub Common Stock . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Section 3.04
Company Virginia Sub Series C Stock . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Section 3.04

Confidentiality Agreement . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.02

Continuing Employees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Section 9.02

Credit Committee Representative . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Section 8.02

Deed of Capital Increase . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.03

Depositary . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.01

Depositary Agreement . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.04

Derivative Transactions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.25

End Date . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Section 12.01

Equity Plans. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.05

ESPP . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Section 3.06

Exchange Agent . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.01

Exchange Effective Time . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.02

Exchange Fund . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.01

FINRA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Section 6.03

Indemnified Person . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Section 9.01

Lease . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.15

Letter of Transmittal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.02

Material Contract . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Section 6.20

Materially Burdensome Regulatory Condition . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Section 10.01

NSEC . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.03

Parent . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Preamble

Parent ADSs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.04

Parent Bylaws . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.01
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SECTION 1.02. Other Definitional and Interpretative Provisions. The words “hereof”, “herein” and
“hereunder” and words of like import used in this Agreement shall refer to this Agreement as a whole and not
to any particular provision of this Agreement. The captions herein are included for convenience of reference
only and shall be ignored in the construction or interpretation hereof. References to Articles, Sections,
Exhibits, Annexes and Schedules are to Articles, Sections, Exhibits, Annexes and Schedules of this Agreement
unless otherwise specified. All Exhibits and Schedules annexed hereto or referred to herein are hereby
incorporated in and made a part of this Agreement. Any capitalized terms used in any Exhibit, Annex or
Schedule but not otherwise defined therein, shall have the meaning as defined in this Agreement. Any singular
term in this Agreement shall be deemed to include the plural, and any plural term the singular. Whenever the
words “include”, “includes” or “including” are used in this Agreement, they shall be deemed to be followed
by the words “without limitation”, whether or not they are in fact followed by those words or words of like
import. “Writing”, “written” and comparable terms refer to printing, typing and other means of reproducing
words (including electronic media) in a visible form. References to any statute shall be deemed to refer to
such statute as amended from time to time and to any rules or regulations promulgated thereunder. References
to any agreement or contract are to that agreement or contract as amended, modified or supplemented from
time to time in accordance with the terms hereof and thereof; provided that, with respect to any agreement or
contract listed on any schedules hereto, all such amendments, modifications or supplements must also be listed
in the appropriate schedule. References to any Person include the successors and permitted assigns of that
Person. References from or through any date mean, unless otherwise specified, from and including or through
and including, respectively. References to “law”, “laws” or to a particular statute or law shall be deemed also
to include any and all Applicable Law.
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ARTICLE 2

[LEFT BLANK INTENTIONALLY]

ARTICLE 3

THE REINCORPORATION MERGER

SECTION 3.01. The Reincorporation Merger. (a) Subject to the terms and conditions of this Agreement,
in accordance with Pennsylvania Law and the VSCA, at the Reincorporation Effective Time, the Company
shall merge with and into Company Virginia Sub. Company Virginia Sub shall be the surviving corporation
(the “Surviving Corporation”) in the Reincorporation Merger and shall continue its corporate existence under
the laws of the Commonwealth of Virginia. Upon consummation of the Reincorporation Merger, the separate
corporate existence of the Company shall terminate.

(b) Subject to the terms and conditions of this Agreement, the closing of the Reincorporation Merger and
the Share Exchange (the “Closing”) will take place at 10:00 a.m. on a date and at a place to be specified by
the parties, which shall be no later than three Business Days after the satisfaction (or, to the extent permitted
by law or regulation, waiver by all parties) of the conditions set forth in Article 11 (other than those conditions
that by their nature can only be satisfied at the Closing), or at such other place, time and date as shall be
agreed in writing between Parent and the Company. The date on which the Closing occurs is referred to in this
Agreement as the “Closing Date”.

SECTION 3.02. Effective Time. The Reincorporation Merger shall become effective in accordance with a
Plan of Merger (which Plan of Merger shall be prepared by Parent promptly following the date of this
Agreement and shall be consistent with this Agreement, the Pennsylvania Law and the VSCA and reasonably
satisfactory to the Company) on the Closing Date at the time that is specified in the certificate of merger
relating to the Reincorporation Merger issued by the Virginia State Corporation Commission and upon the
filing of articles of merger and all other filings or recordings required by Pennsylvania Law with the
Department of State of the Commonwealth of Pennsylvania (the “Reincorporation Effective Time”).

SECTION 3.03. Effect Of Reincorporation Merger. At and after the Reincorporation Effective Time, the
Reincorporation Merger shall have the effects set forth in Pennsylvania Law and the VSCA.

SECTION 3.04. Conversion Of Shares.

(a) At the Reincorporation Effective Time, by virtue of the Reincorporation Merger and without any
action on the part of the Company, Company Virginia Sub or any holder of common stock, no par value, of
the Company (the “Company Common Stock”), (i) each share of Company Common Stock issued and
outstanding immediately prior to the Reincorporation Effective Time (other than shares held in treasury) shall
be converted into one share of common stock, no par value per share, of Company Virginia Sub (the
“Company Virginia Sub Common Stock”), (ii) each share of Company Common Stock held in the treasury
of the Company immediately prior to the Reincorporation Effective Time shall be cancelled and (iii) each
share of Company Virginia Sub Common Stock issued and outstanding immediately prior to the Reincorpora-
tion Effective Time shall be cancelled.

(b) All of the shares of Company Common Stock converted into shares of Company Virginia Sub
Common Stock pursuant to Section 3.04(a) shall no longer be outstanding and shall automatically be canceled
and shall cease to exist as of the Reincorporation Effective Time, and each certificate previously representing
any such shares (“Company Common Certificate”) shall thereafter represent, without the requirement of any
exchange thereof, that number of shares of Company Virginia Sub Common Stock into which such shares of
Company Common Stock represented by such Company Common Certificate have been converted pursuant to
Section 3.04(a) (such certificates following the Reincorporation Merger, the “Company Virginia Sub
Certificates”).

(c) At the Reincorporation Effective Time, by virtue of the Reincorporation Merger and without any
action on the part of the Company, Company Virginia Sub or any holder of Series C Preferred Stock, no par
value per share, of the Company (the “Company Series C Stock”), (i) each share of Company Series C Stock
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issued and outstanding immediately prior to the Reincorporation Effective Time (other than shares held in
treasury and shares for which the holder thereof has perfected its dissenter’s rights pursuant to Pennsylvania
Law) shall be converted into one share of Series C Preferred Stock, no par value per share, of Company
Virginia Sub (the “Company Virginia Sub Series C Stock”), and (ii) each share of Company Series C Stock
held in the treasury of the Company immediately prior to the Reincorporation Effective Time shall be
cancelled.

(d) All of the shares of Company Series C Stock converted into shares of Company Virginia Sub Series C
Stock pursuant to Section 3.04(c) shall no longer be outstanding and shall automatically be canceled and shall
cease to exist as of the Reincorporation Effective Time, and each certificate previously representing any such
shares (“Company Series C Certificate”) shall thereafter represent, without the requirement of any exchange
thereof, that number of shares of Company Virginia Sub Series C Stock into which such shares of Company
Series C Stock represented by such Company Series C Certificate have been converted pursuant to
Section 3.04(c).

SECTION 3.05. Options; Restricted Stock. (a) The Company and Company Virginia Sub shall take all
requisite action such that, at the Reincorporation Effective Time, each then-outstanding option (a “Company
Stock Option”) to purchase Shares granted under any equity-based compensation plan or arrangement of the
Company (collectively, the “Equity Plans”), whether or not vested or exercisable, shall be canceled, and the
Company shall pay to each former holder of any such canceled Company Stock Option at or promptly after
the Reincorporation Effective Time an amount in cash equal to the product of (i) the excess, if any, of the
cash value of one share of Company Virginia Sub Common Stock, determined as of the Reincorporation
Effective Time, over the applicable exercise price per Share of such Company Stock Option and (ii) the
number of Shares such holder could have purchased (assuming full vesting of such Company Stock Option)
had such holder exercised such Company Stock Option in full immediately prior to the Reincorporation
Effective Time.

(b) At the Reincorporation Effective Time, each then-outstanding share of restricted stock granted under
the Equity Plans (“Company Restricted Stock”) shall become vested and shall be treated in the same manner
as other shares of Company Common Stock hereunder.

SECTION 3.06. ESPP. Prior to the Reincorporation Effective Time, the Company shall take all requisite
actions pursuant to the terms of the Company Employee Stock Purchase Plan (the “ESPP”) to (i) preclude the
commencement of any new subscription or option period after the date hereof and (ii) effective as of the
Reincorporation Effective Time, terminate the ESPP and distribute to each participant in the ESPP the dollar
amount, if any, in such participant’s account under the ESPP.

SECTION 3.07. Articles of Incorporation. Subject to the terms and conditions of this Agreement, at the
Reincorporation Effective Time, the Articles of Incorporation of Company Virginia Sub (the “Company
Virginia Sub Articles”) in effect immediately prior to the Reincorporation Merger shall be the Articles of
Incorporation of the Surviving Corporation until thereafter amended in accordance with Applicable Law (it
being understood and agreed that the Company Virginia Sub Articles shall be substantially consistent with the
form of articles of incorporation attached hereto as Exhibit B hereto with such changes as are proposed by
Parent and not reasonably objected to by Company; which in any event shall be consistent with the provisions
of Section 9.01 hereof). The Company Virginia Sub Articles shall, in any event, provide that authorization of a
share exchange pursuant to Section 13.1-718 of the VSCA shall require the approval of a majority of all of the
votes entitled to be cast on such matter by holders of Company Virginia Sub Common Stock.

SECTION 3.08. Bylaws. Subject to the terms and conditions of this Agreement, at the Reincorporation
Effective Time, the Bylaws of Company Virginia Sub (the “Company Virginia Sub Bylaws”) in effect
immediately prior to the Reincorporation Merger shall be the Bylaws of the Surviving Corporation until
thereafter amended in accordance with Applicable Law (it being understood and agreed that the Company
Virginia Sub Bylaws shall be substantially consistent with the form of bylaws attached hereto as Exhibit C,
with such changes as are proposed by Parent and not reasonably objected to by Company; which in any event
shall be consistent with the provisions of Section 9.01 hereof).
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SECTION 3.09. Board of Directors; Management. The directors and officers of Company immediately
prior to the Reincorporation Effective Time shall be the directors and officers of Company Virginia Sub
immediately after the Reincorporation Effective Time, each to hold office in accordance with the Company
Virginia Sub Articles and Bylaws until their respective successors are duly elected or qualified.

SECTION 3.10. Tax Consequences. It is intended that the Reincorporation Merger shall constitute a
“reorganization” within the meaning of Section 368(a) of the Code and that this Agreement shall constitute a
“plan of reorganization” in respect of the Reincorporation Merger for the purposes of Sections 354 and 361 of
the Code.

ARTICLE 4

THE SHARE EXCHANGE

SECTION 4.01. The Share Exchange. Subject to the terms and conditions of this Agreement, in
accordance with the VSCA and the Spanish Corporation Law of 1989 (Texto Refundido de la Ley de
Sociedades Anónimas aprobado por el Real Decreto Legislativo 1564/1989), as amended (the “SCL”), at the
Exchange Effective Time, pursuant to the provisions of Section 13.1-721 of the VSCA, Company Virginia Sub
shall become a subsidiary of Parent through the exchange of each outstanding share of Company Virginia Sub
Common Stock for the Share Consideration.

SECTION 4.02. Exchange Effective Time. The Share Exchange shall become effective, immediately
following the Reincorporation Effective Time, in accordance with the Plan of Share Exchange (which Plan of
Share Exchange shall be prepared by Parent promptly following the date of this Agreement and shall be
consistent with this Agreement and the VSCA and reasonably satisfactory to the Company) on the Closing
Date at the time (the “Exchange Effective Time”) that is specified in the certificate of share exchange
relating to the Share Exchange issued by the Virginia State Corporation Commission with respect to the Plan
of Share Exchange, at which time, by virtue of the Share Exchange and as set forth in the Plan of Share
Exchange and the VSCA, Parent shall automatically become the holder and owner of one hundred percent of
the outstanding shares of Company Virginia Sub Common Stock, with the former holders of such outstanding
shares being only entitled to receive the Share Consideration as provided for in Section 4.04. The Transfer
Agent, for the benefit of Parent, shall receive from Company Virginia Sub at the Exchange Effective Time the
Company Virginia Exchange Certificate representing Parent’s ownership of all such outstanding shares of
Company Virginia Sub Common Stock in exchange for the Share Consideration being issued pursuant to
Section 4.04. As used in this Agreement, “Company Virginia Exchange Certificate” shall mean the
certificate representing the shares of Company Virginia Sub Common Stock being received by Parent pursuant
to the terms hereof, which shares shall represent one hundred percent of the outstanding shares of Company
Virginia Sub Common Stock.

SECTION 4.03. Effects of the Share Exchange. At and after the Exchange Effective Time, the Share
Exchange shall have the effects set forth in the VSCA and the separate corporate existence of each of
Company Virginia Sub and Parent shall continue and all shares of Company Virginia Sub Common Stock
issued and outstanding shall, by virtue of the Share Exchange, continue to be issued and outstanding shares
and shall be owned and held by Parent, and Company Virginia Sub shall deliver the Company Virginia
Exchange Certificate evidencing such shares to a transfer agent theretofore selected by Parent and reasonably
acceptable to the Company (the “Transfer Agent”) pursuant to an agreement between Company Virginia Sub,
Parent and the Transfer Agent obligating the Transfer Agent, immediately upon receipt of the Company
Virginia Exchange Certificate, to certify to Parent that it has received such Company Virginia Exchange
Certificate on behalf and for the benefit of Parent and that Parent is the beneficial and record owner of such
shares and that no other shares of Company Virginia Sub Common Stock are outstanding. The Parent Board
shall thereupon execute the decision taken by the Extraordinary General Meeting of Parent to increase the
share capital of Parent in accordance with Articles 153.1(a) and 155 of the SCL, against a contribution in kind
(Aumento con aportaciones no dinerarias), and shall register such action pursuant to the Deed of Capital
Increase (the “Deed of Capital Increase”) granted before a Spanish Notary with the Commercial Registry
(Registro Mercantil) of Santander (the “Commercial Registry”). A Spanish prospectus (Folleto) shall be filed
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and approved by the National Securities Exchange Commission of Spain (the “NSEC”). Pursuant to the Share
Exchange, the Deed of Capital Increase (as registered with the relevant Commercial Registry) shall be
delivered to the Spanish Settlement and Clearing System (Iberclear), the Spanish Stock Exchanges and to the
NSEC, for the new shares to be listed and registered in the name of the Depositary, for the account of
Company Virginia Sub Common Stock holders, and to any required stock exchanges for the admission
authorization of Parent Ordinary Shares to be listed.

SECTION 4.04. Exchange Of Company Virginia Sub Common Stock. At the Exchange Effective Time,
by virtue of the Share Exchange and without any further action on the part of Parent, Company Virginia Sub
or any holder of Company Virginia Sub Common Stock:

(a) All shares of Company Virginia Sub Common Stock that are owned by Parent, Company
Virginia Sub or any of their respective direct or indirect wholly-owned Subsidiaries immediately prior to
the Exchange Effective Time (other than shares of Company Virginia Sub Common Stock held in trust
accounts, managed accounts and the like, or otherwise held in a fiduciary or agency capacity, that are
beneficially owned by third parties and other than shares of Company Virginia Sub Common Stock held,
directly or indirectly, by Parent, or Company Virginia Sub or any of their respective direct or indirect
wholly-owned Subsidiaries in respect of a debt previously contracted) shall be cancelled and shall cease
to exist and no consideration shall be delivered in exchange therefor.

(b) Subject to Section 4.04(d), at the Exchange Effective Time, by virtue of the Share Exchange and
without any action on the part of Parent, Company Virginia Sub or any holder of Company Virginia Sub
Common Stock, each share of Company Virginia Sub Common Stock (except as set forth in
Section 4.04(a)) shall be exchanged for the right to receive from Parent the number of ordinary shares of
Parent, of 50 euro-cents nominal value each (the “Parent Ordinary Shares”) as is equal to the Exchange
Ratio (the “Share Consideration”).

(c) The Parent Ordinary Shares to be issued in exchange for the shares of Company Virginia Sub
Common Stock exchanged hereunder shall be registered in the name of the Depositary by the Spanish
Settlement and Clearing System and then delivered (x) in the form of receipts representing American
depositary shares representing Parent Ordinary Shares (“Parent ADSs”), and such Parent ADSs shall be
issued in accordance with the Depositary Agreement, dated as of June 1, 1987 (as amended), by and
between Parent, JPMorgan Chase Bank, N.A., as depositary, and the holders of Parent ADSs (as such
agreement may be amended to deposit the Parent Ordinary Shares being issued pursuant hereto and to
deliver the Parent ADSs being delivered hereto) or a depositary agreement to be entered into after the
date of this Agreement in form and substance not reasonably objected to by Company (the “Depositary
Agreement”) or (y) if and to the extent elected by any holder in the manner provided in Section 5.02(b),
in the form of Parent Ordinary Shares, in account entry form, rather than Parent ADSs, but subject to
Parent’s discretion, after consultation with the Depositary, to invalidate such election, in which case all
Parent Ordinary Shares delivered hereto shall be in the form of Parent ADSs.

(d) If, between the date of this Agreement and the Exchange Effective Time, Parent undergoes a
reorganization, recapitalization, reclassification, issues a stock dividend, or effects a stock split or reverse
stock split, or other similar change in capitalization, an appropriate and proportionate adjustment shall be
made to the Share Consideration.

SECTION 4.05. Parent Capital Stock. At and after the Exchange Effective Time, each Parent Ordinary
Share and Parent ADS issued and outstanding immediately prior to the Closing Date shall remain issued and
outstanding and shall not be affected by the Share Exchange.
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ARTICLE 5

EXCHANGE OF SHARES

SECTION 5.01. Deposit of Consideration. Promptly following the Exchange Effective Time, Parent shall
provide (i) to JPMorgan Chase Bank, N.A. (the “Depositary”) the Parent Ordinary Shares being issued in the
form of Parent ADSs and the Depositary shall deposit with the Exchange Agent, for the benefit of holders of
Company Virginia Sub Common Stock, for exchange in accordance with this Article 5, receipts representing
such Parent ADSs, and (ii) to the Exchange Agent, the Parent Ordinary Shares (A) being issued in account
entry form and (B) being sold by the Exchange Agent pursuant to the procedure described in Section 5.02(i)
(the “Exchange Fund”) and Parent shall instruct the Exchange Agent to timely exchange the Share
Consideration and pay such cash in lieu of fractional shares, in accordance with this Agreement.

SECTION 5.02. Exchange Of Shares. (a) Promptly after the Exchange Effective Time, the Exchange
Agent shall mail to each holder of record of Company Virginia Sub Certificate(s) (which, after the Exchange
Effective Date, shall represent only the right to receive the Share Consideration and any cash in respect of
fractional shares) (i) a letter of transmittal (which shall specify that delivery shall be effected, and risk of loss
and title to Company Virginia Sub Certificate(s) shall pass, only upon delivery of Company Virginia Sub
Certificate(s) (or affidavits of loss in lieu of such Company Virginia Sub Certificate(s))) (the “Letter of
Transmittal”) to the Exchange Agent and shall be substantially in such form and have such other provisions
as shall be prescribed by the Exchange Agent Agreement and (ii) instructions for use in surrendering Company
Virginia Sub Certificate(s) in exchange for the Share Consideration and any cash in lieu of fractional Parent
Ordinary Shares to be paid in consideration therefor upon surrender of such Company Virginia Sub Certificate.
The Letter of Transmittal shall also contain instructions for electing to effect the surrender of Company
Virginia Sub Certificates in exchange for Parent Ordinary Shares in account entry form in lieu of Parent ADSs,
provided that Parent may, at its own discretion, after consultation with the Depositary, invalidate such election.

(b) Upon proper surrender of a Company Virginia Sub Certificate or Company Virginia Sub Certificates
for exchange and cancellation to the Exchange Agent, together with such properly completed Letter of
Transmittal, duly executed, the holder of such Company Virginia Sub Certificate or Company Virginia Sub
Certificates shall be entitled to receive in exchange therefor, as applicable, (i) a receipt representing that
number of whole Parent ADSs or Parent Ordinary Shares in account entry form to which such holder of
Company Virginia Sub Common Stock shall have become entitled pursuant to the provisions of Article 4 and
(ii) a check representing the amount of any cash in lieu of fractional shares that such holder has the right to
receive in respect of the Company Virginia Sub Certificate or Company Virginia Sub Certificates surrendered
pursuant to the provisions of this Article 5. No interest will be paid or accrued on any cash in lieu of fractional
shares or on any unpaid dividends and distributions payable to holders of Company Virginia Sub Certificates.

(c) No dividends or other distributions with respect to Parent Ordinary Shares in account entry form or
receipts representing Parent ADSs shall be paid to the holder of any unsurrendered Company Virginia Sub
Certificate with respect to the Parent Ordinary Shares in account entry form or receipts representing Parent
ADSs represented thereby, in each case unless and until the surrender of such Company Virginia Sub
Certificate in accordance with this Article 5. Subject to the effect of applicable abandoned property, escheat or
similar laws, following surrender of any such Company Virginia Sub Certificate in accordance with this
Article 5, the record holder thereof shall be entitled to receive, without interest, (i) the amount of dividends or
other distributions with a record date after the Exchange Effective Time theretofore payable with respect to the
whole Parent Ordinary Shares in account entry form or receipts representing Parent ADSs represented by such
Company Virginia Sub Certificate and not paid and/or (ii) at the appropriate payment date, the amount of
dividends or other distributions payable with respect to Parent Ordinary Shares in account entry form or
receipts representing Parent ADSs represented by such Company Virginia Sub Certificate with a record date
after the Exchange Effective Time (but before such surrender date) and with a payment date subsequent to the
issuance of the Parent Ordinary Shares in account entry form or receipts representing Parent ADSs issuable
with respect to such Company Virginia Sub Certificate.

(d) If any receipt representing Parent ADSs or Parent Ordinary Shares in account entry form are to be
issued in a name other than that in which the Company Virginia Sub Certificate or Company Virginia Sub
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Certificates surrendered in exchange therefor is or are registered, it shall be a condition of the issuance thereof
that the Company Virginia Sub Certificate or Company Virginia Sub Certificates so surrendered shall be
properly endorsed (or accompanied by an appropriate instrument of transfer) and otherwise in proper form for
transfer, and that the person requesting such exchange shall pay to the Exchange Agent in advance any transfer
or other taxes required by reason of the issuance of a receipt representing Parent ADSs or Parent Ordinary
Shares in account entry form in any name other than that of the registered holder of the Company Virginia
Sub Certificate or Company Virginia Sub Certificates surrendered, or required for any other reason, or shall
establish to the satisfaction of the Exchange Agent that such tax has been paid or is not payable.

(e) After the Exchange Effective Time, there shall be no transfers on the stock transfer books of
Company Virginia Sub of the shares of Company Virginia Sub Common Stock that were issued and
outstanding immediately prior to the Exchange Effective Time. If, after the Exchange Effective Time,
Company Virginia Sub Certificates are presented for transfer to the Exchange Agent, they shall be cancelled
and exchanged for receipts representing Parent ADSs or Parent Ordinary Shares in account entry form as
provided in this Article 5.

(f) Notwithstanding anything to the contrary contained in this Agreement, no certificates or scrip
representing fractional Parent Ordinary Shares in account entry form or receipts representing fractional Parent
ADSs shall be issued upon the surrender of Company Virginia Sub Certificates for exchange, no dividend or
distribution with respect to Parent Ordinary Shares in account entry form or receipts representing Parent ADSs
shall be payable on or with respect to any fractional share, and such fractional share interests shall not entitle
the owner thereof to vote or to any other rights of a holder of Parent Ordinary Shares in account entry form or
receipts representing Parent ADSs. In lieu of the issuance of any such fractional share, Parent shall deliver to
the Exchange Agent the Parent Ordinary Shares being sold by the Exchange Agent pursuant to the procedure
described in Section 5.02(i).

(g) The Exchange Agent shall sell any Parent ADSs delivered to it by the Depositary and any non-cash
portion of the Exchange Fund that remains unclaimed by the stockholders of Company Virginia Sub on the
date falling 18 months after the Exchange Effective Time and shall return the proceeds of such sale and any
other cash held in the Exchange Fund at such time to Company Virginia Sub. Any former shareholders of
Company Virginia Sub who have not theretofore complied with this Article 5 shall thereafter look only to
Company Virginia Sub with respect to the Share Consideration, any consideration in lieu of any fractional
shares and any unpaid dividends and distributions on the Parent Ordinary Shares in account entry form or
receipts representing Parent ADSs deliverable in respect of each share of Company Virginia Sub Common
Stock such shareholder holds as determined pursuant to this Agreement, in each case, without any interest
thereon. Notwithstanding the foregoing, none of Parent, Company Virginia Sub, the Exchange Agent or any
other person shall be liable to any former holder of shares of Company Virginia Sub Common Stock for any
amount delivered in good faith to a public official pursuant to applicable abandoned property, escheat or
similar laws.

(h) In the event any Company Virginia Sub Certificate shall have been lost, stolen or destroyed, upon the
making of an affidavit of that fact by the person claiming such Company Virginia Sub Certificate to be lost,
stolen or destroyed and, if reasonably required by Parent or the Exchange Agent, the posting by such person
of a bond in such amount as Parent may determine is reasonably necessary as indemnity against any claim
that may be made against it with respect to such Company Virginia Sub Certificate, the Exchange Agent will
issue in exchange for such lost, stolen or destroyed Company Virginia Sub Certificate the Share Consideration
and any cash in lieu of fractional shares deliverable in respect thereof pursuant to this Agreement.

(i) The Exchange Agent shall aggregate all fractional interests in Parent Ordinary Shares and sell all such
shares, in one or more transactions executed on one or more stock exchanges through one or more brokers
nominated by Parent with the proceeds of such sale being remitted to the Exchange Agent as soon as
practicable thereafter. The Exchange Agent shall deliver the cash proceeds of any such sales to former holders
of shares of Company Virginia Sub Common Stock in lieu of their fractional interest in Parent Ordinary
Shares or Parent ADSs. The proceeds to any holder of shares of Company Virginia Sub Common Stock sold
by the Exchange Agent pursuant to this Section 5.02(i) shall be the proceeds before any costs associated with
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any such sale, and any costs incurred in connection with any such sale (including any commissions, currency
exchange fees, transfer taxes and other transaction costs) shall be borne by Parent. For the avoidance of doubt,
any reference in this Agreement to Parent providing to the Exchange Agent any funds in lieu of fractional
shares shall refer exclusively to the procedure described in this Section 5.02(i), through which cash is
generated through the sale by the Exchange Agent of Parent Ordinary Shares, and through which no cash is
provided or funded by Parent at any time.

SECTION 5.03. Withholding Rights. Notwithstanding anything to the contrary contained herein, Parent
shall be entitled to deduct and withhold from the consideration otherwise payable to any Person pursuant to
this Agreement such amounts as it is required to deduct and withhold with respect to the making of such
payment under any provision of Tax law. If Parent so withholds amounts, such amounts shall be treated for all
purposes of this Agreement as having been paid to the Person in respect of which Parent made such deduction
and withholding.

ARTICLE 6

REPRESENTATIONS AND WARRANTIES OF THE COMPANY

Subject to Section 13.06, except as (a) disclosed in any Company Qualifying SEC Report (other than
(i) any information that is contained in the “Risk Factors” section of such Company Qualifying SEC Reports,
except to the extent such information consists of factual historical statements, and (ii) any forward-looking
statements, or other statements that are similarly predictive or forward-looking in nature, contained in such
Company Qualifying SEC Reports) if the relevance of such disclosure as an exception to one or more of the
following representations and warranties is reasonably apparent, or (b) set forth on the Company Disclosure
Schedule, the Company represents and warrants to Parent that:

SECTION 6.01. Corporate Existence and Power. The Company is a corporation duly incorporated,
validly existing and in good standing under the laws of the Commonwealth of Pennsylvania. The Company is
a savings and loan holding company duly registered under the HOLA. The Company has all corporate powers
and has, and has had at all relevant times, all governmental licenses, authorizations, permits, consents and
approvals required to carry on its business as now conducted, except for those governmental licenses,
authorizations, permits, consents and approvals the absence of which would not reasonably be expected to
have, individually or in the aggregate, a Company Material Adverse Effect. The Company is duly qualified to
do business as a foreign corporation and is in good standing in each jurisdiction where such qualification is
necessary, except for those jurisdictions where failure to be so qualified would not reasonably be expected to
have, individually or in the aggregate, a Company Material Adverse Effect. The Company has heretofore made
available to Parent true and complete copies of the Charter and Company Bylaws as currently in effect.

SECTION 6.02. Corporate Authorization. (a) The Company has full corporate power and authority to
execute and deliver this Agreement and to consummate the Transaction and the other transactions contem-
plated hereby. The execution and delivery of this Agreement and the consummation of the Transaction and the
other transactions contemplated hereby have been duly, validly and approved by the Company Board by
Requisite Board Approval. Promptly following the organization of Company Virginia Sub, the Company, as
the sole shareholder of Company Virginia Sub, will approve the Reincorporation Merger, the Share Exchange
and waive any right to dissent from the Share Exchange for all purposes of Section 13.1-729 et seq. of the
VSCA such that the provisions of such sections will not apply to this Agreement, the Transaction or any of
the other transactions contemplated hereby and Section 13.1-725 et seq. and 13.1-728.1 et seq. will not apply
thereto. Except for the affirmative vote of the holders of not less than a majority of the outstanding Company
Common Stock voting on the Reincorporation Merger, voting together as a single class to approve the
Reincorporation Merger (the “Company Shareholder Approval”), no other corporate proceedings on the part
of the Company are necessary to approve this Agreement or to consummate the Transaction or the other
transactions contemplated hereby or thereby. This Agreement has been duly and validly executed and delivered
by the Company and constitutes a valid and binding obligation of the Company, enforceable against the
Company in accordance with its terms (subject, in the case of enforceability, to applicable bankruptcy,
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insolvency, fraudulent transfer, reorganization, moratorium and other laws affecting creditors’ rights generally
and general principles of equity or by applicable conservatorship or receivership provisions of the FDIA).

(b) At a meeting duly called and held, the Company Board has by the Requisite Board Approval
(i) determined that this Agreement and the transactions contemplated hereby, including the Transaction, the
Reincorporation Merger and the Share Exchange, are advisable and in the best interests of the Company and
its shareholders and has directed that this Agreement be submitted to the Company’s shareholders for approval
and adoption, (ii) recommended that such shareholders adopt and approve this Agreement and the Transaction,
at a duly held meeting of such shareholders (such recommendation, the “Company Board Recommenda-
tion”), (iii) adopted a resolution to the foregoing effect, and (iv) taken all other actions necessary to exempt
the Reincorporation Merger, the Share Exchange, the Voting Agreement, this Agreement and the transactions
contemplated by each of the foregoing from (A) any Defensive Measure (to the extent any such action
necessary for such exemption can be taken by Company Board action) or (B) any “fair price”, “moratorium”,
“control share acquisition”, “interested stockholder”, “business combination” or other similar statute or
regulation promulgated by a Governmental Authority (including Sections 2538 and 2541 through 2588 of
Pennsylvania Law and Sections 13.1-725 et seq. and 13.1-728 et seq. of the VSCA) (collectively, “Takeover
Statutes”).

SECTION 6.03. Governmental Authorization. The execution, delivery and performance by the Company
of this Agreement and the consummation by the Company of the transactions contemplated hereby require no
action by or in respect of, or filing with, any Governmental Authority on the part of the Company or its
Subsidiaries, other than (i) the filing of articles of merger with respect to the Reincorporation Merger with the
Department of State of the Commonwealth of Pennsylvania, the filing of the articles of merger and articles of
share exchange and other appropriate merger and share exchange documents required by the VSCA, the
issuance by the Virginia State Corporation Commission of the certificate of merger and certificate of share
exchange pursuant to the VSCA with the Virginia State Corporation Commission, and other appropriate
documents with the relevant authorities of other states in which the Company is qualified to do business,
(ii) the filing with the SEC of the proxy statement (the “Proxy Statement”) in definitive form relating to the
special meeting of the Company’s shareholders to be held in connection with this Agreement and the
Transaction and the other transactions contemplated hereby and the filing and declaration of effectiveness of
the F-4 in which the Proxy Statement will be included as a prospectus of Parent, (iii) compliance with any
applicable requirements of the 1933 Act, the 1934 Act and any other applicable state or federal securities
laws, (iv) the filing of an application with the Federal Reserve Board under Section 4 of the BHC Act, a
notice with the OTS under the HOLA and the approval of such application and notice, (v) filings of
applications and notices with, and receipt of approvals or nonobjections from, the Financial Industry
Regulatory Authority (“FINRA”), and (vi) any actions or filings the absence of which would not reasonably
be expected to have, individually or in the aggregate, a Company Material Adverse Effect.

SECTION 6.04. Non-contravention. The execution, delivery and performance by the Company of this
Agreement and the consummation of the transactions contemplated hereby do not and will not (i) contravene,
conflict with, or result in any violation or breach of any provision of the Charter, Company Bylaws or similar
governing documents of any of its Subsidiaries, (ii) assuming compliance with the matters referred to in
Section 6.03, contravene, conflict with, or result in a violation or breach of any provision of any Applicable
Law, (iii) assuming compliance with the matters referred to in Section 6.03, require any consent or other
action by any Person under, constitute a default, or an event that, with or without notice or lapse of time or
both, would constitute a default, under, or cause or permit the termination, cancellation, acceleration or other
change of any right or obligation or the loss of any benefit to which the Company or any of its Subsidiaries is
entitled under any provision of any agreement or other instrument binding upon the Company or any of its
Subsidiaries or any license, franchise, permit, certificate, approval or other similar authorization affecting, or
relating in any way to, the assets or business of the Company and its Subsidiaries or (iv) result in the creation
or imposition of any Lien on any asset of the Company or any of its Subsidiaries, with only such exceptions,
in the case of each of clauses (ii) through (iv), as would not reasonably be expected to have, individually or in
the aggregate, a Company Material Adverse Effect.
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SECTION 6.05. Capitalization. (a) The authorized capital stock of the Company consists of
(i) 800,000,000 Shares and (ii) 7,500,000 shares of preferred stock, of which (x) 25,000 shares of preferred
stock are classified as Series A Junior Participating Preferred Stock and (y) 8,000 shares of preferred stock are
classified as Series C Preferred Stock. As of October 10, 2008, there were outstanding 662,641,448 Shares (of
which an aggregate of 5,378,814 are Company Restricted Shares), no shares of Series A Junior Participating
Preferred Stock, 8,000 shares of Series C Preferred Stock and employee stock options to purchase an aggregate
of 8,314,464 Shares (of which options to purchase an aggregate of 6,026,495 Shares were exercisable). In
addition, there are outstanding stock appreciation rights with respect to 700,000 Shares and restricted stock
units with respect to 180,955 Shares. All outstanding shares of capital stock of the Company have been, and
all shares that may be issued pursuant to any employee stock option or other compensation plan or
arrangement will be, when issued in accordance with the respective terms thereof, duly authorized and validly
issued, fully paid and nonassessable and free of preemptive rights. No Subsidiary or Affiliate of the Company
owns any shares of capital stock of the Company. Section 6.05(a) of the Company Disclosure Schedule
contains a complete and correct list of (A) each outstanding Company Stock Option, including the holder, date
of grant, exercise price, vesting schedule and number of Shares subject thereto, and (B) each outstanding
Company Restricted Share, including the holder, date of grant and number vested. None of the Company’s
preferred stock, Company Securities (other than the Shares) or Company Subsidiary Securities have any
voting, consent or approval rights with respect to the Transaction.

(b) There are outstanding no bonds, debentures, notes or other indebtedness of the Company having the
right to vote (or convertible into, or exchangeable for, securities having the right to vote) on any matters on
which shareholders of the Company may vote. Except as set forth in this Section 6.05 and for changes since
October 10, 2008 resulting from the exercise of Company Stock Options outstanding on such date, there are
no issued, reserved for issuance or outstanding (i) shares of capital stock of or voting securities of the
Company, (ii) securities of the Company convertible into or exchangeable for shares of capital stock or voting
securities of the Company, (iii) warrants, calls, options or other rights to acquire from the Company, or other
obligation of the Company to issue, any capital stock or voting securities of the Company or (iv) restricted
shares, stock appreciation rights, performance units, contingent value rights, “phantom” stock or similar
securities or rights that are derivative of, or provide economic benefits based, directly or indirectly, on the
value or price of, any capital stock or voting securities of the Company (the items in clauses (i) though
(iv) being referred to collectively as the “Company Securities”). There are no outstanding obligations of the
Company or any of its Subsidiaries to repurchase, redeem or otherwise acquire any of the Company Securities.
Except for the Investment Agreement, neither the Company nor any of its Subsidiaries is a party to any voting
agreement with respect to the voting of any Company Securities.

SECTION 6.06. Subsidiaries. (a) Each Subsidiary of the Company has been duly organized, is validly
existing and in good standing under the laws of its jurisdiction of organization, has all organizational powers
and has, and has had at all relevant times, all governmental licenses, authorizations, permits, consents and
approvals required to carry on its business as now conducted, except for those licenses, authorizations, permits,
consents and approvals the absence of which would not have, individually or in the aggregate, a Company
Material Adverse Effect. Each such Subsidiary is duly qualified to do business as a foreign entity and is in
good standing in each jurisdiction where such qualification is necessary, except for those jurisdictions where
failure to be so qualified would not have, individually or in the aggregate, a Company Material Adverse
Effect. All material Subsidiaries of the Company and their respective jurisdictions of organization are
identified in the Company 10-K.

(b) All of the outstanding capital stock of, or other voting securities or ownership interests in, each
Subsidiary of the Company is owned by the Company, directly or indirectly, free and clear of any Lien and
free of any other limitation or restriction (including any restriction on the right to vote, sell or otherwise
dispose of such capital stock or other voting securities or ownership interests). There are no issued, reserved
for issuance or outstanding (i) securities of the Company or any of its Subsidiaries convertible into or
exchangeable for shares of capital stock of or other voting securities of or ownership interests in any
Subsidiary of the Company, (ii) warrants, calls, options or other rights to acquire from the Company or any of
its Subsidiaries, or other obligations of the Company or any of its Subsidiaries to issue, any capital stock of or
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other voting securities or ownership interests in, or any securities convertible into or exchangeable for any
capital stock or other voting securities of or ownership interests in, any Subsidiary of the Company or
(iii) restricted shares, stock appreciation rights, performance units, contingent value rights, “phantom” stock or
similar securities or rights that are derivative of, or provide economic benefits based, directly or indirectly, on
the value or price of, any capital stock of, or other voting securities of or ownership interests in, any
Subsidiary of the Company (the items in clauses (i) through (iii) being referred to collectively as the
“Company Subsidiary Securities”). There are no outstanding obligations of the Company or any of its
Subsidiaries to repurchase, redeem or otherwise acquire any of the Company Subsidiary Securities. Except for
the capital stock or other equity or voting interests of its Subsidiaries, the Company does not own, directly or
indirectly, any capital stock or other equity or voting interests in any Person.

(c) The Bank is a federal savings bank, duly organized and validly existing under the laws of the United
States of America. The Bank is a member in good standing of the Federal Home Loan Bank of Pittsburgh.
The Bank has all corporate powers and has, and has had at all relevant times, all governmental licenses,
authorizations, permits, consents and approvals required to carry on its business as now conducted, except for
those governmental licenses, authorizations, permits, consents and approvals the absence of which would not
reasonably be expected to have, individually or in the aggregate, a Company Material Adverse Effect. The
deposits of the Bank are insured by the FDIC to the fullest extent permitted in the FDIA, and all premiums
and assessments required to be paid in connection therewith have been paid when due.

(d) The authorized capital stock of the Bank consists of (i) 15,000,000 shares of common stock,
$1.00 par value, of which 1,000 shares are outstanding, and (ii) 7,500,000 shares of preferred stock, no par
value, of which no shares are outstanding, validly issued, fully paid, nonassessable, free of preemptive rights,
all of which are owned by the Company free and clear of any Liens.

SECTION 6.07. Company Virginia Sub. (a) Following the date of its incorporation, Company Virginia
Sub will not engage in any activities other than in connection with or contemplated by the joinder agreement
to this Agreement or this Agreement. Company Virginia Sub will have full corporate power and authority to
execute and deliver the joinder agreement to this Agreement and to consummate the Transaction and the other
transactions contemplated hereby and thereby. The execution and delivery of the joinder agreement to this
Agreement and the consummation of the Transaction and the other transactions contemplated hereby and
thereby will be duly, validly and unanimously approved by the Company as the sole shareholder of the
Company Virginia Sub. The joinder agreement to this Agreement will be duly and validly executed and
delivered by Company Virginia Sub and (assuming due authorization, execution and delivery by Parent of the
joinder agreement to this Agreement) will constitute a valid and binding obligation of Company Virginia Sub,
enforceable against Company Virginia Sub in accordance with its terms (except as may be limited by
bankruptcy, insolvency, moratorium, reorganization or similar laws affecting the rights of creditors generally
and subject to general principles of equity). The Company as the sole shareholder of Company Virginia Sub
will unanimously approve this Agreement, the joinder agreement to this Agreement, the Transaction and the
other transactions contemplated hereby and thereby as required to render inapplicable to this Agreement, the
Transaction and the other transactions contemplated hereby all restrictions set forth in any Takeover Statutes
of the Commonwealth of Virginia.

(b) Neither the execution and delivery of the joinder agreement to this Agreement by Company Virginia
Sub nor the consummation by Company Virginia Sub of the Transaction or the other transactions contemplated
hereby or thereby, nor compliance by Company Virginia Sub with any of the terms or provisions of the joinder
agreement to this Agreement and this Agreement, will (i) violate any provision of the Company Virginia Sub
Articles or the Company Virginia Sub Bylaws or (ii) assuming that the consents, approvals and filings referred
to in Section 6.07(c) are duly obtained and/or made, (A) violate any statute, code, ordinance, rule, regulation,
judgment, order, writ, decree or Injunction applicable to Company Virginia Sub, any of its Subsidiaries or any
of their respective properties or assets or (B) violate, conflict with, result in a breach of any provision of or
the loss of any benefit under, constitute a default (or an event which, with notice or lapse of time, or both,
would constitute a default) under, result in the termination of or a right of termination or cancellation under,
accelerate the performance required by, or result in the creation of any Lien upon any of the respective
properties or assets of Company Virginia Sub or any of its Subsidiaries under, any of the terms, conditions or
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provisions of any note, bond, mortgage, indenture, deed of trust, license, lease, agreement or other instrument
or obligation to which Company Virginia Sub or any of its Subsidiaries is a party or by which any of them or
any of their respective properties or assets is bound.

(c) Except for (i) the filing of articles of merger with respect to the Reincorporation Merger with the
Department of State of the Commonwealth of Pennsylvania, the filing of the articles of merger and articles of
share exchange and other appropriate merger and share exchange documents required by the VSCA with the
Virginia State Corporation Commission, the issuance by the Virginia State Corporation Commission of the
certificate of merger and certificate of share exchange pursuant to the VSCA, and other appropriate documents
with the relevant authorities of other states in which the Company is qualified to do business, (ii) compliance
with any applicable requirements of the 1933 Act, the 1934 Act and any other applicable state or federal
securities laws, (iii) the filing of an application with the Federal Reserve Board under Section 4 of the BHC
Act and the approval of such application, (iv) filings of applications and notices with, and receipt of approvals
or nonobjections from FINRA, (v) a notice with the OTS under the HOLA and the approval of such notice,
(vi) the Company Shareholder Approval, and (vii) such filings and approvals as are required to be made or
obtained under the securities or “Blue Sky” laws of various states in connection with the issuance of the
Parent Ordinary Shares and Parent ADSs pursuant to this Agreement and approval of listing of such Parent
Ordinary Shares and Parent ADSs on the NYSE, no consents or approvals of or filings or registrations with
any Governmental Authority, are necessary in connection with the consummation by Company Virginia Sub of
the Transaction and the other transactions contemplated by this Agreement. No consents or approvals of or
filings or registrations with any Governmental Authority are necessary in connection with the execution and
delivery by Company Virginia Sub of the joinder agreement to this Agreement.

SECTION 6.08. SEC Filings and the Sarbanes-Oxley Act. (a) The Company has filed with or furnished
to the SEC, and made available to Parent, all reports, schedules, forms, statements, prospectuses, registration
statements and other documents required to be filed or furnished by the Company since January 1, 2007
(collectively, together with any exhibits and schedules thereto and other information incorporated therein, the
“Company SEC Documents”). As of its filing date (and as of the date of any amendment), each Company
SEC Document complied, and each Company SEC Document filed subsequent to the date hereof will comply,
as to form in all material respects with the applicable requirements of the 1933 Act and the 1934 Act, as the
case may be. As of its filing date (or, if amended or superseded by a filing prior to the date hereof, on the
date of such filing), each Company SEC Document filed pursuant to the 1934 Act did not, and each Company
SEC Document filed subsequent to the date hereof will not, contain any untrue statement of a material fact or
omit to state any material fact necessary in order to make the statements made therein, in the light of the
circumstances under which they were made, not misleading. Each Company SEC Document that is a
registration statement, as amended or supplemented, if applicable, filed pursuant to the 1933 Act, as of the
date such registration statement or amendment became effective, did not contain any untrue statement of a
material fact or omit to state any material fact required to be stated therein or necessary to make the
statements therein not misleading.

(b) The Company has implemented and maintains disclosure controls and procedures (as defined in
Rule 13a-15 under the 1934 Act) designed to ensure that material information relating to the Company,
including its consolidated Subsidiaries, is made known to the Company’s principal executive officer and its
principal financial officer by others within those entities, particularly during the periods in which the periodic
reports required under the 1934 Act are being prepared. Such disclosure controls and procedures are effective
in timely alerting the Company’s principal executive officer and principal financial officer to material
information required to be included in the Company’s periodic and current reports required under the
1934 Act. For purposes of this Agreement, “principal executive officer” and “principal financial officer” shall
have the meanings given to such terms in the Sarbanes-Oxley Act.

(c) The Company has established and maintained a system of internal controls over financial reporting
(as defined in Rule 13a-15 under the 1934 Act) sufficient to provide reasonable assurance regarding the
reliability of the Company’s financial reporting and the preparation of Company financial statements for
external purposes in accordance with GAAP. The Company has disclosed, based on its most recent evaluation
of internal controls prior to the date hereof, to the Company’s auditors and audit committee (i) any significant
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deficiencies and material weaknesses in the design or operation of internal controls which are reasonably
likely to adversely affect the Company’s ability to record, process, summarize and report financial information
and (ii) any fraud, whether or not material, that involves management or other employees who have a
significant role in internal controls.

(d) There are no outstanding loans or other extensions of credit made by the Company or any of its
Subsidiaries to any executive officer (as defined in Rule 3b-7 under the 1934 Act) or director of the Company.
The Company has not, since the enactment of the Sarbanes-Oxley Act, taken any action prohibited by
Section 402 of the Sarbanes-Oxley Act.

(e) The Company has complied in all material respects with the applicable listing and corporate
governance rules and regulations of the NYSE.

(f) Each of the principal executive officer and principal financial officer of the Company (or each former
principal executive officer and principal financial officer of the Company, as applicable) have made all
certifications required by Rule 13a-14 and 15d-14 under the 1934 Act and Sections 302 and 906 of the
Sarbanes-Oxley Act and any related rules and regulations promulgated by the SEC and the NYSE, and the
statements contained in any such certifications are complete and correct.

SECTION 6.09. Financial Statements. The audited consolidated financial statements and unaudited
consolidated interim financial statements of the Company included or incorporated by reference in the
Company SEC Documents fairly present, in conformity with GAAP applied on a consistent basis (except as
may be indicated in the notes thereto), the consolidated financial position of the Company and its consolidated
Subsidiaries as of the dates thereof and their consolidated results of operations and cash flows for the periods
then ended (subject to normal year-end audit adjustments in the case of any unaudited interim financial
statements).

SECTION 6.10. Disclosure Documents. (a) Each document required to be filed by the Company with the
SEC or required to be distributed or otherwise disseminated to the Company’s shareholders in connection with
the transactions contemplated by this Agreement (the “Company Disclosure Documents”), including the
Schedule 13E-3, and the Proxy Statement to be filed with the SEC in connection with the Transaction and the
other transactions contemplated hereby, and any amendments or supplements thereto, when filed, distributed or
disseminated, as applicable, will comply as to form in all material respects with the applicable requirements of
the 1934 Act.

(b) (i) The Proxy Statement, as supplemented or amended, if applicable, at the time such Proxy
Statement or any amendment or supplement thereto is first mailed to shareholders of the Company and at the
time such shareholders vote on adoption of this Agreement, and (ii) any Company Disclosure Document (other
than the Proxy Statement), at the time of the filing of such Company Disclosure Document or any supplement
or amendment thereto and at the time of any distribution or dissemination thereof, will not contain any untrue
statement of a material fact or omit to state any material fact necessary in order to make the statements made
therein, in the light of the circumstances under which they were made, not misleading. The representations
and warranties contained in this Section 6.10(b) will not apply to statements or omissions included in the
Company Disclosure Documents based upon information furnished to the Company in writing by Parent or its
Representatives specifically for use therein.

(c) The information relating to the Company and its Subsidiaries (including Company Virginia Sub) that
is provided by the Company or its representatives for inclusion in the F-4, the Schedule 13E-3, the Prospectus,
any Company Disclosure Document or in any other document filed with any other Regulatory Agency or
Governmental Authority in connection with the transactions contemplated by this Agreement, will not contain
any untrue statement of a material fact or omit to state a material fact necessary to make the statements
therein, in light of the circumstances in which they are made, not misleading.

SECTION 6.11. Absence of Certain Changes. Since the Company Balance Sheet Date, the business of
the Company and its Subsidiaries has been conducted in the ordinary course consistent with past practices and
there has not been (other than as disclosed in the Company SEC Documents publicly filed after the Company
Balance Sheet Date and prior to the date hereof or the Company Balance Sheet) any event, occurrence,
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development or state of circumstances or facts that has had or would reasonably be expected to have,
individually or in the aggregate, a Company Material Adverse Effect.

SECTION 6.12. No Undisclosed Material Liabilities. There are no liabilities or obligations of the
Company or any of its Subsidiaries of any kind whatsoever, whether accrued, contingent, absolute, determined,
determinable or otherwise, and there is no existing condition, situation or set of circumstances that could
reasonably be expected to result in such a liability, other than (a) liabilities or obligations disclosed and
provided for in the Company Balance Sheet or in the notes thereto, (b) liabilities or obligations incurred in the
ordinary course of business consistent with past practices since the Company Balance Sheet Date and
(c) liabilities and obligations that would not reasonably be expected to have, individually or in the aggregate, a
Company Material Adverse Effect.

SECTION 6.13. Compliance with Laws and Court Orders. (a) The Company and each of its Subsidiaries
is and has been in compliance with, and to the Knowledge of the Company is not under investigation with
respect to and has not been threatened to be charged with or given notice of any violation of, any Applicable
Law, except, in each case, for failures to comply or violations that would not reasonably be expected to have,
individually or in the aggregate, a Company Material Adverse Effect.

(b) The Company and each of its Subsidiaries have all material governmental licenses, permits,
certificates, approvals and authorizations (“Permits”) necessary for the conduct of their business and the use
of their properties and assets, as presently conducted and used, and neither the Company nor any of its
Subsidiaries has received written notice from any Governmental Authority that any Permit is subject to any
adverse action, or to the Knowledge of the Company, has any notice or adverse action been threatened, except
where the failure to have any such Permit or the receipt of such notice would not reasonably be expected to
have, individually or in the aggregate, a Company Material Adverse Effect.

SECTION 6.14. Litigation. There is no action, suit, investigation or proceeding pending against, or, to
the Knowledge of the Company, threatened against or affecting, the Company, any of its Subsidiaries, any
Employee Plan, or any of their respective properties before (or, in the case of threatened actions, suits,
investigations or proceedings, would be before) or by any Governmental Authority or arbitrator that would
reasonably be expected to have, individually or in the aggregate, a Company Material Adverse Effect.

SECTION 6.15. Properties. Except as would not reasonably be expected to have, individually or in the
aggregate, a Company Material Adverse Effect, the Company and its Subsidiaries have good and valid title to,
or valid leasehold interests in, all its property and assets reflected in the Company Balance Sheet or acquired
after December 31, 2007. None of such property or assets is subject to any Lien, except (a) Liens disclosed on
the Company Balance Sheet or the notes thereto, (b) Liens for taxes not yet due, payable or being contested in
good faith, (c) Liens that that would not reasonably be expected to have, individually or in the aggregate, a
Company Material Adverse Effect or would not reasonably be expected to materially detract from the value or
materially interfere with any present or intended use of such property or assets or (d) easements, zoning
restrictions, rights-of-way and similar encumbrances on real property imposed by law or arising in the ordinary
course of business that do not secure any monetary obligations and do not materially interfere with the
ordinary conduct of business of the Company or any of its Subsidiaries. Except as would not reasonably be
expected to have, individually or in the aggregate, a Company Material Adverse Effect, (i) each lease, sublease
or license (each, a “Lease”) under which the Company or any of its Subsidiaries leases, subleases or licenses
any real property is valid and in full force and effect and (ii) neither the Company nor any of its Subsidiaries,
nor to the Knowledge of the Company, any other party to a Lease, has violated any provision of, or taken or
failed to take any act which, with or without notice, lapse of time, or both, would constitute a default under
the provisions of such Lease and, to the Knowledge of the Company, neither the Company nor any of its
Subsidiaries has received notice that it has breached, violated or defaulted under any Lease.

SECTION 6.16. Intellectual Property. Except as would not reasonably be expected to have, individually
or in the aggregate, a Company Material Adverse Effect: (i) the Company and each of its Subsidiaries owns,
or is licensed to use (in each case, free and clear of any Liens), all Intellectual Property used in or necessary
for the conduct of its business as currently conducted; (ii) neither the Company nor any of its Subsidiaries has
infringed, misappropriated or otherwise violated the Intellectual Property rights of any Person; (iii) to the
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Knowledge of the Company, no Person has challenged, infringed, misappropriated or otherwise violated any
Intellectual Property right owned by and/or licensed to the Company or its Subsidiaries; (iv) neither the
Company nor any of its Subsidiaries has received any written notice or otherwise has Knowledge of any
pending claim, action, suit, order or proceeding with respect to any Intellectual Property used by the Company
or any of its Subsidiaries or alleging that the any services provided, processes used or products manufactured,
used, imported, offered for sale or sold by the Company or any of its Subsidiaries infringes, misappropriates
or otherwise violates any Intellectual Property rights of any Person; (v) the consummation of the transactions
contemplated by this Agreement will not alter, encumber, impair or extinguish any Intellectual Property right
of the Company or any of its Subsidiaries or impair the right of Parent to develop, use, sell, license or dispose
of, or to bring any action for the infringement of, any Intellectual Property right of the Company or any of its
Subsidiaries; and (vi) the Company and its Subsidiaries have implemented reasonable backup and disaster
recovery technology consistent with industry practices.

SECTION 6.17. Taxes.

(a) All material Tax Returns required by Applicable Law to be filed with any Taxing Authority by, or on
behalf of, the Company or any of its Subsidiaries have been filed when due in accordance with all Applicable
Law, and all such material Tax Returns are true and complete in all material respects.

(b) The Company and each of its Subsidiaries has paid (or has had paid on its behalf) or has withheld
and remitted to the appropriate Taxing Authority all Taxes due and payable, or, where payment is not yet due,
has established (or has had established on its behalf and for its sole benefit and recourse) in accordance with
GAAP an adequate accrual for all material Taxes through the end of the last period for which the Company
and its Subsidiaries ordinarily record items on their respective books.

(c) The income and franchise Tax Returns of the Company and its Subsidiaries through the Tax year
ended December 31, 2002 have been examined and closed or are Tax Returns with respect to which the
applicable period for assessment under Applicable Law, after giving effect to extensions or waivers, has
expired.

(d) There is no claim, audit, action, suit, proceeding or investigation now pending or, to the Company’s
Knowledge, threatened against or with respect to the Company or its Subsidiaries in respect of any Tax.

(e) During the two-year period ending on the date hereof, neither the Company nor any of its Subsidiaries
was a distributing corporation or a controlled corporation in a transaction intended to be governed by
Section 355 of the Code.

(f) The Company and each of its Subsidiaries has properly withheld and timely paid over to the
applicable Taxing Authority all material taxes that it is required to withhold from amounts paid to any
employee, partner, independent contractor, creditor, shareholder or other person.

(g) There are no Liens for material Taxes on any of the assets of the Company or any of its Subsidiaries
other than Liens for Taxes not yet due or Taxes being contested in good faith in appropriate proceedings and
for which adequate accruals and reserves have been established in accordance with GAAP.

(h) Neither the Company nor any of its Subsidiaries is, or has been, a party to any Tax Sharing
Agreement (other than an agreement exclusively among the Company and/or its Subsidiaries) pursuant to
which it will have any obligation to make any payments in respect of Taxes after the Exchange
Effective Time.

(i) Neither the Company nor any of its Subsidiaries has participated in a “listed transaction” within the
meaning of Treasury Regulation Section 1.6011-4(b)(2).

(j) “Tax” means (i) any tax, governmental fee or other like assessment or charge of any kind whatsoever
(including withholding on amounts paid to or by any Person), together with any interest, penalty, addition to
tax or additional amount imposed by any Governmental Authority (a “Taxing Authority”) responsible for the
imposition of any such tax (domestic or foreign), and any liability for any of the foregoing as transferee, (ii) in
the case of the Company or any of its Subsidiaries, liability for the payment of any amount of the type
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described in clause (i) as a result of being or having been before the Exchange Effective Time a member of an
affiliated, consolidated, combined or unitary group, or a party to any agreement or arrangement, as a result of
which liability of the Company or any of its Subsidiaries to a Taxing Authority is determined or taken into
account with reference to the activities of any other Person, and (iii) liability of the Company or any of its
Subsidiaries for the payment of any amount as a result of being party to any Tax Sharing Agreement or with
respect to the payment of any amount imposed on any person of the type described in (i) or (ii) as a result of
any existing express or implied agreement or arrangement (including an indemnification agreement or
arrangement). “Tax Return” means any report, return, document, declaration or other information or filing
required to be supplied to any Taxing Authority with respect to Taxes, including information returns, any
documents with respect to or accompanying payments of estimated Taxes, or with respect to or accompanying
requests for the extension of time in which to file any such report, return, document, declaration or other
information. “Tax Sharing Agreements” means all existing agreements or arrangements (whether or not
written) binding the Company or any of its Subsidiaries that provide for the allocation, apportionment, sharing
or assignment of any Tax liability or benefit, or the transfer or assignment of income, revenues, receipts, or
gains for the purpose of determining any Person’s Tax liability (excluding any indemnification agreement or
arrangement pertaining to the sale or lease of assets or subsidiaries, and any agreement allocating income,
gains, deductions or losses of an entity in which the Company or any Subsidiary is treated as a partner for tax
purposes).

SECTION 6.18. Employees and Employee Benefits Plans. (a) Section 6.18(a) of the Company Disclosure
Schedule contains a correct and complete list identifying each Employee Plan. A copy of each Employee Plan
(and, if applicable, any related trust or funding agreements or insurance policies) and all amendments thereto
have been made available to Parent together with, if applicable, the most recent annual report (Form 5500) and
actuarial report prepared in connection with such Employee Plan or trust.

(b) Except as would not be reasonably expected to have, individually or in the aggregate, a Company
Material Adverse Effect, (i) no “reportable event,” within the meaning of Section 4043 of ERISA, other than a
“reportable event” which would not reasonably be expected to give rise to any material liability for the
Company or any of its Subsidiaries, and no event described in Section 4062 or 4063 of ERISA, has occurred
in connection with any Employee Plan and (ii) either the Company nor any ERISA Affiliate of the Company
has engaged in, or is a successor or parent corporation to an entity that has engaged in, a transaction described
in Sections 4069 or 4212(c) of ERISA or has incurred, or reasonably expects to incur, (x) any liability under
Title IV of ERISA arising in connection with the termination of, or a complete or partial withdrawal from, any
Employee Plan covered or previously covered by Title IV of ERISA or (y) any liability under Section 4971 of
the Code that in either case could become a liability of the Company or any of its Subsidiaries or Parent or
any of its ERISA Affiliates after the Exchange Effective Time.

(c) With respect to each Employee Plan subject to Section 412 of the Code: (i) no “accumulated funding
deficiency” has been incurred, (ii) neither Parent nor the Company nor any of their respective Subsidiaries is
reasonably expected to be required to post security under ERISA with respect to the funding any such
Employee Plan and (iii) the Pension Benefit Guaranty Corporation has not instituted or threatened to institute
proceedings for the termination of any such Employee Plan.

(d) Neither the Company nor any of its ERISA Affiliates nor any predecessor thereof contributes to (or
has any obligation to contribute to), or has in the past six years contributed to (or had any obligation to
contribute to), any multiemployer plan, as defined in Section 3(37) of ERISA.

(e) Each Employee Plan which is intended to be qualified under Section 401(a) of the Code has received
a favorable determination letter, or has pending or has time remaining in which to file an application for such
determination, from the Internal Revenue Service, and the Company is not aware of any reason why any such
determination letter should be revoked or not be reissued. The Company has made available to Parent copies
of the most recent Internal Revenue Service determination letter with respect to each such Employee Plan.
Each Employee Plan has been maintained in substantial compliance with its terms and with the requirements
prescribed by any and all Applicable Laws, including ERISA and the Code, which are applicable to such
Employee Plan.
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(f) The consummation of the transactions contemplated by this Agreement will not (either alone or
together with any other event) entitle any current or former employee, director or independent contractor of
the Company or any of its Subsidiaries to severance pay or accelerate the time of payment or vesting or
trigger any payment of funding (through a grantor trust or otherwise) of compensation or benefits under or
increase the amount payable or trigger any other material obligation, requirement or restriction pursuant to any
Employee Plan. There is no contract, plan or arrangement (written or otherwise) covering any employee or
former employee of the Company or any of its Subsidiaries that, individually or collectively, would entitle
such employee or former employee to any material payment or benefit as a result of the transactions
contemplated hereby that would not be deductible pursuant to the terms of Section 280G of the Code.

(g) No officer, employee, director or consultant of the Company or any of its Subsidiaries is entitled to
receive any tax gross-up, indemnity or similar payment from the Company or any of its Subsidiaries as a result
of the imposition of any income tax or excise tax under Section 409A of the Code.

(h) Neither the Company nor any of its Subsidiaries has any liability in respect of any post-retirement
health, medical or life insurance benefits for retired, former or current employees of the Company or its
Subsidiaries except as required to avoid excise tax under Section 4980B of the Code.

(i) Except as required by Applicable Law, there has been no amendment to, written interpretation of or
announcement (whether or not written) by the Company or any of its Affiliates relating to, or change in
employee participation or coverage under, any employee benefit plan which would increase materially the
expense of maintaining such employee benefit plan above the level of the expense incurred in respect thereof
for the fiscal year ended as of the Company Balance Sheet Date.

(j) All material contributions and payments accrued under each Employee Plan, determined in accordance
with prior funding and accrual practices, have been discharged and paid on or prior to the date hereof, or to
the extent not paid, have been reflected as a liability on the Company Balance Sheet in accordance with
GAAP.

(k) Neither the Company nor any of its Subsidiaries is party to any effective or pending collective
bargaining agreement or similar labor agreement covering employees or former employees of the Company or
any of its Subsidiaries. Except as would not be reasonably expected to have, individually or in the aggregate, a
Company Material Adverse Effect, the Company and its Subsidiaries have substantially complied with all
Applicable Laws relating to labor and employment, including those relating to wages, hours, collective
bargaining, unemployment compensation, worker’s compensation, equal employment opportunity, age and
disability discrimination, immigration control, employee classification, information privacy and security,
payment and withholding of taxes and continuation coverage with respect to group health plans. Each
employee, director and independent contractor of the Company and its Subsidiaries is principally employed or
engaged in the United States.

(l) Since the Company Balance Sheet Date, neither the Company nor any of its Subsidiaries has
effectuated or announced (i) a “plant closing” (as defined in the WARN Act) affecting any site of employment
or one or more facilities or operating units within any site of employment or facility of the Company or any
of its Subsidiaries, (ii) a “mass layoff” (as defined in the WARN Act) or (iii) such other transaction, layoff,
reduction in force or employment terminations sufficient in number to trigger application of any similar
Applicable Law.

SECTION 6.19. Environmental Matters. (a) Except as would not be reasonably expected to have,
individually or in the aggregate, a Company Material Adverse Effect, to the Knowledge of the Company:
(i) no written notice, order, complaint or penalty has been received by any Company arising out of any
Environmental Law in the five years prior to the date of this Agreement, and there are no judicial,
administrative or other actions, suits or proceedings pending or threatened which allege a violation by the
Company or any of its Subsidiaries of any Environmental Laws; (ii) the Company and its Subsidiaries have all
Environmental Permits necessary for their operations to comply with all applicable Environmental Laws and
are in compliance with the terms of such permits; and (iii) the operations of the Company and its Subsidiaries
are in compliance with the terms of applicable Environmental Laws.
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(b) Neither the Company nor any of its Subsidiaries owns, leases or operates any real property or
conducts any operations in New Jersey or Connecticut such that the consummation of the transactions
contemplated hereby would require material filings to be made or material actions to be taken pursuant to the
New Jersey Industrial Site Recovery Act or the “Connecticut Property Transfer Law” (Sections 22a 134
through 22 134e of the Connecticut General Statutes).

(c) For purposes of this Section 6.19, the terms “Company” and “Subsidiaries” shall include any entity
that is, in whole or in part, a predecessor of the Company or any of its Subsidiaries.

SECTION 6.20. Material Contracts. (a) Neither the Company nor any of its Subsidiaries is a party to or
bound by any contract, arrangement, lease, commitment or understanding (whether written or oral) (i) that is a
“material contract” (as such term is defined in Item 601(b)(10) of Regulation S-K of the SEC) to be performed
after the date of this Agreement that has not been filed or incorporated by reference in the Company SEC
Reports filed prior to the date hereof, (ii) that contains (A) any non-competition or exclusive dealing
agreement, or any other agreement or obligation which purports to limit or restrict in any respect the ability of
the Company, the Surviving Corporation or any of their Subsidiaries or their businesses or, following
consummation of the Transaction and the other transactions contemplated hereby, Parent or its Affiliates, to
solicit customers or the manner in which, or the localities in which, all or any portion of the business of the
Company or its Subsidiaries or, following consummation of the transactions contemplated by this Agreement,
Parent or its Affiliates, is or would be conducted or (B) any agreement that grants any right of first refusal or
right of first offer or similar right or that limits or purports to limit the ability of the Company or any of its
Subsidiaries or, following consummation of the Transaction, Parent or its Affiliates, to own or operate any
assets or business, (iii) containing a “most favored nation” clause or other similar term providing preferential
pricing or treatment to a party (other than the Company or its Subsidiaries) that is material to the Company or
its Subsidiaries, (iv) between the Company or any of its Subsidiaries, on the one hand, and any Affiliate,
director or officer (or, to the Company’s Knowledge, any of their respective Affiliates), on the other hand,
other than (A) contracts between the Company and any of its Subsidiaries, (B) contracts among Subsidiaries
of the Company and (C) contracts with Parent or its Affiliates or (v) that, upon the execution, delivery or
performance by the Company of this Agreement or the consummation of any of the transactions contemplated
hereby, requires any consent or other action by any Person under, constitutes a default, or an event that, with
or without notice or lapse of time or both, would constitute a default, under, or causes or permits the
termination, cancellation, acceleration or other change of any right or obligation or the loss of any benefit to
which the Company or any of its Subsidiaries is entitled and that is material to the business of the Company
and its Subsidiaries, taken as a whole. Each contract, arrangement, commitment or understanding of the type
described in this Section, whether or not set forth in the Company Disclosure Schedule, is referred to as a
“Material Contract”.

(b) Except for breaches, violations or defaults which would not reasonably be expected to have,
individually or in the aggregate, a Company Material Adverse Effect, (i) each of the Material Contracts is
valid and in full force and effect and (ii) neither the Company nor any of its Subsidiaries, nor to the
Company’s Knowledge any other party to a Material Contract, has violated any provision of, or taken or failed
to take any action which, with or without notice, lapse of time, or both, would constitute a default under the
provisions of such Material Contract, and neither the Company nor any of its Subsidiaries has received notice
that it has breached, violated or defaulted under any Material Contract.

SECTION 6.21. Insurance. The Company and its Subsidiaries have in full force and effect the insurance
coverage with respect to their business.

SECTION 6.22. Reports; Regulatory Matters. The Company and its Subsidiaries have filed all reports,
forms, correspondence, registrations and statements, together with any amendments required to be made with
respect thereto (“Reports”), that they were required to file since January 1, 2006 with (i) any domestic
securities, broker-dealer, investment adviser, and insurance agency self-regulatory organization, (ii) the Federal
Reserve Board, (iii) the OTS, (iv) the FDIC and (v) any other federal or state governmental or regulatory
agency or authority with supervisory responsibility over the operations of the Company and its Subsidiaries
(the agencies and authorities identified in clauses (i) through (v), inclusive, are, collectively, the “Regulatory
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Agencies”), and all other reports and statements required to be filed by them since January 1, 2006, including
any report or statement required to be filed pursuant to the laws, rules or regulations of the United States, any
state, or any Regulatory Agency and have paid all fees and assessments due and payable in connection
therewith, except where the failure to file such report, registration or statement or to pay such fees and
assessments would not reasonably be expected to, individually or in the aggregate, have a Company Material
Adverse Effect. Neither the Company nor any of its Subsidiaries is subject to the jurisdiction of a
non-U.S. Governmental Authority. Any such Report and any statement regarding the Company or any of its
Subsidiaries made in any Report filed with or otherwise submitted to any Regulatory Agency complied in all
material respects with relevant legal requirements, including as to content. Except for normal examinations
conducted by a Regulatory Agency in the ordinary course of the business of the Companies and its
Subsidiaries, there are no material pending proceedings before, or, to the Knowledge of the Company, material
investigations by, any Regulatory Agency into the business or operations of the Company or any of its
Subsidiaries. Except as have been previously disclosed to the Company Board, there are no unresolved
violations, criticisms, or exceptions by any Regulatory Agency with respect to any report or statement relating
to any examinations of the Company or any of its Subsidiaries, except for any such violations, criticisms or
exceptions are not, individually or in the aggregate, material.

SECTION 6.23. Agreements With Regulatory Authorities. Except as is not material, neither the Company
nor any of its Subsidiaries is subject to any cease-and-desist or other order or enforcement action issued by, or
is a party to any written agreement, consent agreement or memorandum of understanding with, or is a party to
any commitment letter or similar undertaking to, or is subject to any order or directive by, or since January 1,
2006 has been ordered to pay any civil penalty by, or is a recipient of any supervisory letter from, or has
outstanding any board resolutions adopted at the request or suggestion of any Regulatory Agency or other
Governmental Entity that restricts the conduct of its business or that relates to its capital adequacy, its ability
to pay dividends, its credit or risk management policies, its management or its business (each, whether or not
set forth in the Company Disclosure Schedule, a “Regulatory Agreement”), nor has the Company nor any of
its Subsidiaries been advised since January 1, 2006 by any Regulatory Agency or other Governmental Entity
that it is considering issuing or requiring any such Regulatory Agreement.

SECTION 6.24. Investment Securities. Except as would not reasonably be expected to, individually or in
the aggregate, have a Company Material Adverse Effect, (i) the Company and its Subsidiaries each has good
and marketable title to all securities held by it (except securities sold under repurchase agreements or held in
any fiduciary or agency capacity) free and clear of any Lien, except to the extent such securities are pledged
in the ordinary course of business to secure obligations of the Company or its Subsidiaries and except for such
defects in title or Liens that would not be material to the Company and its Subsidiaries taken as a whole and
(ii) such securities are valued on the books of the Company and its Subsidiaries in accordance with GAAP.

SECTION 6.25. Derivative Instruments. Except as would not reasonably be expected to, individually or
in the aggregate, have a Company Material Adverse Effect, (i) all Derivative Transactions (as herein defined)
were entered into in the ordinary course of business consistent with past practice and in accordance with
prudent banking practices and applicable rules, regulations and policies of any Regulatory Agency and other
policies, practices and procedures employed by the Company and its Subsidiaries and with counterparties
believed at the time to be financially responsible and are legal, valid and binding obligations of the Company
or one of its Subsidiaries enforceable against it in accordance with their terms (except as may be limited by
bankruptcy, insolvency, moratorium, reorganization or similar laws affecting the rights of creditors generally
and the availability of equitable remedies), and are in full force and effect, (ii) the Company and its
Subsidiaries have duly performed their obligations under the Derivative Transactions to the extent required,
and (iii) to the Knowledge of the Company, there are no breaches, violations or defaults or allegations or
assertions of such by any party thereunder. As used herein, “Derivative Transactions” means any swap
transaction, option, warrant, forward purchase or sale transaction, futures transaction, cap transaction, floor
transaction or collar transaction relating to one or more currencies, commodities, bonds, equity securities,
loans, interest rates, prices, values, or other financial or non-financial assets, credit-related events or conditions
or any indexes, or any other similar transaction or combination of any of these transactions, including
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collateralized any debt or equity instruments evidencing or embedding any such types of transactions, and any
related credit support, collateral or other similar arrangements related to such transactions.

SECTION 6.26. Finders’ Fees. Except for the financial advisors set forth in the Company Disclosure
Schedules, a copy of whose engagement agreements have been provided to Parent, there is no investment
banker, broker, finder or other intermediary that has been retained by or is authorized to act on behalf of the
Company or any of its Subsidiaries who might be entitled to any fee or commission from the Company or any
of its Affiliates in connection with the transactions contemplated by this Agreement.

SECTION 6.27. Opinion of Financial Advisor. The Company has received the opinion of Barclays,
financial advisor to the Company, to the effect that, as of the date of this Agreement, the Exchange Ratio is
fair to the shareholders of the Company (other than Parent and its Affiliates) from a financial point of view
under the circumstances applicable to the Company as of the date hereof.

SECTION 6.28. Antitakeover Statutes and Rights Agreement. (a) The Company has taken all action
necessary to exempt the Voting Agreement, this Agreement, the Transaction and the other transactions
contemplated by each of the foregoing from any Takeover Statute, and, accordingly, no Takeover Statute
applies or purports to apply to any such transactions.

(b) The Company has taken all action necessary to render the provisions of Articles 11 and 16 of the
Charter inapplicable to, or otherwise consistent with the Voting Agreement, this Agreement, the Transaction
and the other transactions contemplated by each of the foregoing, and unable to prevent Parent from exercising
its rights under this Agreement or the Voting Agreement or making it more difficult to obtain the approval of
the Company Board or the shareholders of the Company than it would be in the absence of such provision.

(c) The Company has taken all action necessary to render the rights issued pursuant to the terms of the
Rights Agreement inapplicable to the Voting Agreement, this Agreement, the Transaction and the other
transactions contemplated by each of the foregoing.

(d) The Company has taken all actions necessary so that, to the extent such actions are within the
Company’s or the Company Board’s powers, any other Defensive Measures are rendered inapplicable to, or
are otherwise consistent with, and do not prevent Parent from exercising its rights under, the Voting
Agreement, this Agreement, the Transaction and the other transactions contemplated by each of the foregoing.

SECTION 6.29. Allowance For Losses. The allowance for loan losses reflected, and to be reflected, in
the Reports each has been, and will be, established in compliance with the requirements of all applicable
regulatory criteria, and the allowance for loan losses shown, and to be shown, on the balance sheets contained
in the Company Qualifying SEC Reports have been, and will be, established in compliance with the applicable
requirements of GAAP.

SECTION 6.30. Related Party Transactions. Except as disclosed in the Company SEC Documents or in
the footnotes to the Company Qualifying SEC Reports, the Company is not a party to any material transaction
(including any loan or other credit accommodation, but excluding deposits in the ordinary course of business)
with any Affiliate of the Company (except (i) a Subsidiary of the Company or (ii) Parent and its Subsidiaries).
All such transactions (a) were made in the ordinary course of business, (b) were made on substantially the
same terms, including interest rates and collateral, as those prevailing at the time for comparable transactions
with other Persons, and (c) did not involve more than the normal risk of collectibility or present other risks or
unfavorable features. No loan or credit accommodation to any Affiliate of the Company is presently in default
or, during the three-year period prior to the date of this Agreement, has been in default or has been
restructured, modified or extended. Neither the Company nor the Bank has been notified that principal and
interest with respect to any such loan or other credit accommodation will not be paid when due or that the
loan grade classification accorded such loan or credit accommodation by the Bank is inappropriate.

SECTION 6.31. Loans. Except as would not reasonably be expected to have, individually or in the
aggregate, a Company Material Adverse Effect, each loan reflected as an asset in the Company Qualifying
SEC Reports (a) was originated, underwritten, approved, documented and periodically approved in all material
respects in accordance with prudent lending standards generally accepted in the banking business and, to the
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Knowledge of the Company, after appropriate inquiry, did not deviate in any material respect from the
Company’s policies and procedures, and (b) is the legal, valid and binding obligation of the obligor named
therein, enforceable in accordance with its terms, subject to bankruptcy, insolvency, fraudulent conveyance and
other laws of general applicability relating to or affecting creditors’ rights and to general equity principles
(except as enforceability may be limited by applicable bankruptcy, insolvency, reorganization, moratorium,
fraudulent transfer and similar laws of general applicability relating to the affecting creditors’ rights or by
general equity principles). Each extension of credit made by the Bank to an “insider” (as such term is defined
in the Federal Reserve Board’s Regulation O) of the Bank or the Company complies with the Federal Reserve
Board’s Regulation O, as made applicable to the Bank by 12 C.F.R. § 563.43.

SECTION 6.32. Anti-money Laundering and Customer Information Security. Neither the Company nor
the Bank is aware of, has been advised of, or has reason to believe that any facts or circumstances exist, which
would cause the Bank (a) to be deemed to be operating in violation in any respect of the federal Bank Secrecy
Act, as amended, and its implementing regulations (31 C.F.R. Part 103), the USA Patriot Act of 2001, Public
Law 107-56 (the “USA Patriot Act”), and the regulations promulgated thereunder, any order issued with
respect to anti-money laundering by the U.S. Department of the Treasury’s Office of Foreign Assets Control,
or any other applicable anti-money laundering statute, rule or regulation, or (b) to be deemed not to be in
satisfactory compliance in any respect with the applicable privacy of customer information requirements
contained in any federal and state privacy laws and regulations, including, without limitation, in Title V of the
Gramm-Leach-Bliley Act of 1999 and regulations promulgated thereunder, as well as the provisions of the
information security program adopted by the Bank pursuant to 12 C.F.R. Part 364. The Bank Board of
Directors has adopted and implemented an anti-money laundering program that contains adequate and
appropriate customer identification certification procedures that has not been deemed ineffective in any
material respects by any Regulatory Agency and that meets the requirements in all material respects of
Section 352 of the USA Patriot Act and the regulations thereunder.

SECTION 6.33. Credit Card Accounts. Neither the Company nor any of its Subsidiaries originates,
maintains or administers credit card accounts.

SECTION 6.34. No Reliance. Notwithstanding anything contained in this Agreement to the contrary, the
Company acknowledges and agrees that (a) neither Parent nor any Person on behalf of Parent is making any
representations or warranties whatsoever, express or implied, beyond those expressly made by Parent in
Article 7 and (b) the Company has not been induced by, or relied upon, any representations, warranties or
statements (written or oral), whether express or implied, made by any Person, that are not expressly set forth
in Article 7 of this Agreement. Without limiting the generality of the foregoing, the Company acknowledges
that no representations or warranties are made with respect to any projections, forecasts, estimates, budgets or
information as to prospects with respect to Parent and its Subsidiaries that may have been made available to
the Company or any of its Representatives.

ARTICLE 7

REPRESENTATIONS AND WARRANTIES OF PARENT

Subject to Section 13.06, except as (a) disclosed in any Parent Qualifying SEC Report (other than (i) any
information that is contained in the “Risk Factors” section of such Parent Qualifying SEC Reports, except to
the extent such information consists of factual historical statements, and (ii) any forward-looking statements,
or other statements that are similarly predictive or forward-looking in nature, contained in such Parent
Qualifying SEC Reports) if the relevance of such disclosure as an exception to one or more of the following
representations and warranties is reasonably apparent, or (b) set forth in the Parent Disclosure Schedule, Parent
represents and warrants to the Company that:

SECTION 7.01. Corporate Existence and Power. Parent is a corporation duly incorporated, validly
existing and in good standing under the laws of its jurisdiction of organization. The Parent has all corporate
powers and has, and has had at all relevant times, all governmental licenses, authorizations, permits, consents
and approvals required to carry on its business as now conducted, except for those governmental licenses,
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authorizations, permits, consents and approvals the absence of which would not reasonably be expected to
have, individually or in the aggregate, a Parent Material Adverse Effect. True, complete and correct copies of
the Bylaws (estatutos) of Parent, as amended (the “Parent Bylaws”), as in effect as of the date of this
Agreement, have previously been made available to the Company.

SECTION 7.02. Capitalization. As of the date hereof, the issued share capital of Parent is
A3,197,623,761.50, represented by 6,395,247,523 shares of capital stock, each of 50 euro-cents nominal value,
fully subscribed and paid up. All outstanding shares of the capital stock of Parent (and all of the shares to be
delivered as Share Consideration) have been, and all shares that may be issued pursuant to any employee stock
option or other compensation plan or arrangement will be prior to issuance in accordance with the respective
terms thereof, duly authorized, validly issued, fully paid and nonassessable and not subject to any preemptive
rights arising out of Spanish law, the Parent Bylaws or any contract binding upon Parent, with no personal
liability attaching to the ownership thereof. As the date of this Agreement, there are no bonds, debentures,
notes or other indebtedness of Parent having the right to vote (or convertible into, or exchangeable for,
securities having the right to vote) on any matters on which Parent shareholders may vote (“Voting Debt”)
other than October 2007 A7 billion Valores mandatorily convertible into Parent Ordinary Shares. As of the
date of this Agreement, except pursuant to this Agreement, Parent does not have and is not bound by any
outstanding subscriptions, options, warrants, calls, rights, commitments or agreements of any character calling
for the issuance of Parent Ordinary Shares, Voting Debt or any other equity securities of Parent or any
securities representing the right to have any Parent Ordinary Shares issued, Voting Debt or any other equity
securities of Parent issued except Parent Ordinary Shares that may be issued pursuant to (i) customary
resolutions passed by the Parent’s shareholders meeting under sections 153.1.a) and 153.1.b) of SCL which are
currently outstanding for total nominal value of, respectively, A1,563,574,144.5 and A375,000,000, (ii) pursuant
to share option schemes of Parent or any of its Subsidiaries, or (iii) due to the Parent Ordinary Shares issued
following the conversion of securities convertible into Parent Ordinary Shares which were outstanding as at
the date of this Agreement (including the October 2007 A7 billion Valores mandatorily convertible into Parent
Ordinary Shares).

SECTION 7.03. Corporate Authorization. The Parent has full corporate power and authority to execute
and deliver this Agreement and to consummate the transactions contemplated hereby. The execution and
delivery of this Agreement and the consummation of the transactions contemplated hereby (except for such
corporate action to be taken after the date hereof in accordance with this Agreement) have been duly
authorized, validly executed and approved by the Parent Board. This Agreement has been duly and validly
executed and delivered by the Parent and constitutes a valid and binding obligation of the Parent, enforceable
against the Parent in accordance with its terms (subject, in the case of enforceability, to applicable bankruptcy,
insolvency, fraudulent transfer, reorganization, moratorium and other laws affecting creditors’ rights generally
and general principles of equity).

SECTION 7.04. Governmental Authorization. The execution, delivery and performance by Parent of this
Agreement and the consummation by Parent of the transactions contemplated hereby require no action by or
in respect of, or filing with, any Governmental Authority on the part of Parent or its Subsidiaries, other than
(1) compliance with any applicable requirements of the 1933 Act, the 1934 Act or any other state or federal
securities laws, (2) the filing of applications with the Federal Reserve Board under Section 4 of the BHC Act,
a notice with the OTS under the HOLA, and the approval of such application and notice, (3) the filing with
the SEC of the Proxy Statement in definitive form relating to the special meeting of the Company’s
shareholders to be held in connection with this Agreement and the Transaction and the other transactions
contemplated hereby and the filings of the Schedule 13E-3 and the filing and declaration of effectiveness of
the F-4 in which the Proxy Statement will be included as a prospectus of Parent, (4) the filing of articles of
merger and articles of share exchange and other appropriate merger and share exchange documents required
by the VSCA, the issuance by the Virginia State Corporation Commission of the certificate of merger and
certificate of share exchange pursuant to the VSCA, and other appropriate documents with the relevant
authorities of other states in which the Company is qualified to do business, and the filing of articles of merger
with respect to the Reincorporation Merger with the Department of State of the Commonwealth of Pennsylva-
nia, (5) such filings and approvals as are required to be made or obtained under the securities or “Blue Sky”
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laws of various states and other jurisdictions in connection with the issuance of the Parent Ordinary Shares
pursuant to this Agreement and approval of listing of such Parent Ordinary Shares and Parent ADSs on the
NYSE, (6) the registration with and verification by the NSEC of a prospectus (folleto) relating to the Share
Exchange (the “Prospectus”) and all other necessary filings with the Spanish Stock Exchanges, and with all
other stock exchanges in which Parent Ordinary Shares are listed, which are necessary for admission to listing
of Parent Ordinary Shares, (7) the filing of the Deed of execution of the Capital Increase against contribution
in kind, the filing of the necessary auditors’ report and the filing of the necessary report of the expert
designated by the Commercial Registry relating to the fair value of the assets acquired by Parent in the
Transaction, (8) required approvals of the Bank of Spain and the Spanish Direccion General de Seguros,
(9) filings of applications and notices with, and receipt of approvals or nonobjections from the FINRA and
(10) any actions or filings the absence of which would not be reasonably expected to have, individually or in
the aggregate, a Parent Material Adverse Effect.

SECTION 7.05. Non-contravention. (a) Parent has full corporate power and authority to execute and
deliver this Agreement and to consummate the Transaction and the other transactions contemplated hereby.
The execution and delivery of this Agreement and the consummation of the Transaction and the other
transactions contemplated hereby have been duly, validly and unanimously approved by the Executive
Committee of the Parent Board. The Parent Board will, following receipt of the necessary report of the auditor
designated by the Commercial Registry relating to the abolishment of the preemptive rights of holders of
Parent Ordinary Shares, call an Extraordinary General Meeting of Parent to propose the Capital Increase
required in connection with the Share Exchange (the “Capital Increase”) and will propose such Capital
Increase at such Extraordinary General Meeting, including approval in accordance with Section 159 of the
SCL of a resolution abolishing the preemptive rights of holders of Parent Ordinary Shares to subscribe for the
Parent Ordinary Shares being issued in the Share Exchange, which approval shall require the affirmative vote
of the holders of a majority of the Parent Ordinary Shares present in person or represented by proxy at a duly
constituted meeting of holders of Parent Ordinary Shares at which meeting, if on first call, a quorum of at
least one-half of the issued share capital is present or represented by proxy or, if on second call, a quorum of
at least one-quarter of the issued share capital is present or represented by proxy (provided, however, if, on
second call, less than one-half of the issued share capital is present or represented by proxy, the matters being
voted upon must be adopted by at least two-thirds of the share capital present or represented at such meeting)
(“Parent Shareholder Approval”). No other corporate proceedings on the part of Parent are necessary to
approve this Agreement and to consummate the transactions contemplated hereby other than the resolution of
the Parent Board executing the Capital Increase, which resolution shall be adopted following receipt of the
Parent Shareholder Approval in accordance with the provisions hereof and of the necessary report of the expert
designated by the Commercial Registry relating to the fair market value of the assets to be accepted by Parent
in the Share Exchange and once the other actions stated in this Agreement to be taken prior to such resolution
have been taken.

(b) The execution, delivery and performance by Parent of this Agreement and the consummation of the
Transaction and the other transactions contemplated hereby do not and will not (i) contravene, conflict with,
or result in a violation or breach of any provision of the organizational documents of Parent or any Parent
Subsidiaries, (ii) assuming compliance with the matters referred to in Section 7.04 and Section 7.05(a),
contravene, conflict with, or result in any violation or breach of any provision of any Applicable Law,
(iii) assuming compliance with the matters referred to in Section 7.04 and Section 7.05(a), require any consent
or other action by any Person under, constitute a default, or an event that, with or without notice or lapse of
time or both, would constitute a default, under, or cause or permit the termination, cancellation, acceleration
or other change of any right or obligation or the loss of any benefit to which Parent or any Parent Subsidiary
is entitled under any provision of any agreement or other instrument binding upon Parent or any of its
Subsidiaries or (iv) result in the creation or imposition of any Lien on any asset of the Parent or any of its
Subsidiaries, with only with such exceptions as, in the case of clauses (ii) through (iv), would not reasonably
be expected to have, individually or in the aggregate, a Parent Material Adverse Effect.

SECTION 7.06. Disclosure Documents. (a) The information with respect to Parent and any of its
Subsidiaries that Parent furnishes to the Company in writing specifically for use in any Company Disclosure
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Document will not contain any untrue statement of a material fact or omit to state any material fact necessary
in order to make the statements made therein, in the light of the circumstances under which they were made,
not misleading (i) in the case of the Proxy Statement, as supplemented or amended, if applicable, at the time
such Proxy Statement or any amendment or supplement thereto is first mailed to shareholders of the Company
and at the time such shareholders vote on adoption of this Agreement, and (ii) in the case of any Company
Disclosure Document other than the Proxy Statement, at the time of the filing of such Company Disclosure
Document or any supplement or amendment thereto and at the time of any distribution or dissemination
thereof. Each document required to be filed by the Parent with the SEC or required to be distributed or
otherwise disseminated in the U.S. to the Parent’s shareholders in connection with the transactions contem-
plated by this Agreement and any amendments or supplements thereto, when filed, distributed or disseminated,
as applicable, will comply as to form in all material respects with the applicable requirements of the 1934 Act.

(b) The Schedule 13E-3, when filed and distributed or disseminated, will comply as to form in all
material respects with the applicable requirements of the 1934 Act and, at the time of such filing will not
contain any untrue statement of a material fact or omit to state any material fact necessary to make the
statements made therein, in the light of the circumstances under which they were made, not misleading;
provided that this representation and warranty will not apply to statements or omissions included in the
Schedule 13E-3 based upon information furnished to Parent by the Company or any of its Representatives
specifically for use therein.

(c) The information supplied by Parent for inclusion or incorporation by reference in the F-4 will not
contain any untrue statement of a material fact or omit to state any material fact required to be stated therein
or necessary in order to make the statements therein, in light of the circumstances under which they were
made, not misleading provided that this representation and warranty will not apply to statements or omissions
included in the F-4 based upon information furnished to Parent by the Company or any of its Representatives
specifically for use therein. The F-4 will comply as to form in all material respects with the provisions of the
1933 Act.

SECTION 7.07. Financial Statements. The financial statements of Parent and its Subsidiaries included
(or incorporated by reference) in the Parent SEC Documents (including the related notes, where applicable,
and including any preliminary financial results for the quarter ended September 30, 2008 furnished to the SEC
on Form 6-K) (and the 2008 20-F, when filed, will) (i) fairly present in all material respects the consolidated
results of operations, cash flows and consolidated financial position of Parent and its Subsidiaries for the
respective fiscal periods or as of the respective dates therein set forth (subject in the case of unaudited
statements to recurring year-end audit adjustments normal in nature and amount) and (ii) have been prepared
in accordance with EU-IFRS (applied as required by the Bank of Spain under circular 4/2004) consistently
applied during the periods involved, except, in each case, as indicated in such statements or in the notes
thereto, and, to the extent required by the 1933 Act or the 1934 Act, reconciled to GAAP as noted therein
during the periods involved.

SECTION 7.08. Finders’ Fees. Except for Goldman Sachs, J.P. Morgan Securities Inc., Lazard and
Merrill Lynch, whose fees and expenses will be paid by Parent, there is no investment banker, broker, finder
or other intermediary that has been retained by or is authorized to act on behalf of Parent who might be
entitled to any fee or commission in connection with the transactions contemplated by this Agreement.

SECTION 7.09. No Reliance. Notwithstanding anything contained in this Agreement to the contrary,
Parent acknowledges and agrees that (a) neither the Company nor any Person on behalf of the Company is
making any representations or warranties whatsoever, express or implied, beyond those expressly made by the
Company in Article 6 and (b) Parent has not been induced by, or relied upon, any representations, warranties
or statements (written or oral), whether express or implied, made by any Person, that are not expressly set
forth in Article 6 of this Agreement. Without limiting the generality of the foregoing, Parent acknowledges
that no representations or warranties are made with respect to any projections, forecasts, estimates, budgets or
information as to prospects with respect to the Company and its Subsidiaries that may have been made
available to Parent or any of its representatives.
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SECTION 7.10. SEC Filings and the Sarbanes-Oxley Act. (a) The Parent has filed with or furnished to
the SEC, all reports, schedules, forms, statements, prospectuses, registration statements and other documents
required to be filed or furnished by the Parent since January 1, 2007 (collectively, together with any exhibits
and schedules thereto and other information incorporated therein, the “Parent SEC Documents”). As of its
filing date (and as of the date of any amendment), each Parent SEC Document complied, as to form in all
material respects with the applicable requirements of the 1933 Act and the 1934 Act, as the case may be. As
of its filing date (or, if amended or superseded by a filing prior to the date hereof, on the date of such filing),
each Parent SEC Document filed pursuant to the 1934 Act did not, and each Parent SEC Document filed
subsequent to the date hereof will not, contain any untrue statement of a material fact or omit to state any
material fact necessary in order to make the statements made therein, in light of the circumstances under
which they were made, not misleading.

(b) Based on its evaluation of the effectiveness of the design and operation of Parent’s disclosure controls
and procedures (as defined in Rule 13a-15(f) under the 1934 Act), Parent concluded that, as of December 31,
2007, such disclosure controls and procedures were effective in ensuring that information that is required to be
disclosed pursuant to the 1934 Act was recorded and reported within the time periods specified in the SEC’s
rules and regulations.

(c) Based on Parent’s evaluation of the effectiveness of its internal control over financial reporting as
defined in Rule 13a-15(f) of the 1934 Act as of December 31, 2007, Parent believes that as of such date, its
internal control over financial reporting was effective.

(d) The Parent has complied in all material respects with the applicable listing and corporate governance
rules and regulations of the NYSE.

(e) Since January 1, 2007, each of the principal executive officer and principal financial officer of the
Parent (or each former principal executive officer and principal financial officer of the Parent, as applicable)
have made all certifications required by Rule 13a-14 and 15d-14 under the 1934 Act and Sections 302 and
906 of the Sarbanes-Oxley Act and any related rules and regulations promulgated by the SEC and the NYSE,
and the statements contained in any such certifications are complete and correct.

SECTION 7.11. Litigation. There is no action, suit, investigation or proceeding pending or, to the
Knowledge of the Parent, threatened against or affecting, the Parent, or any of its Subsidiaries, or any of their
respective properties before (or, in the case of threatened actions, suits, investigations or proceedings, that
would be before) or by any Governmental Authority or arbitrator or a Spanish governmental authority or
abitrator, that would reasonably be expected to have, individually or in the aggregate, a Parent Material
Adverse Effect.

ARTICLE 8

COVENANTS OF THE COMPANY

The Company agrees that:

SECTION 8.01. Conduct of the Company. From the date hereof until the Exchange Effective Time, the
Company shall, and shall cause each of its Subsidiaries to, conduct its business in the ordinary course
consistent with past practice and use its reasonable best efforts to (i) preserve intact its present business
organization, (ii) maintain in effect all Permits, (iii) keep available the services of its directors, officers,
employees and (iv) maintain satisfactory relationships with its customers, lenders, suppliers and others having
significant business relationships with it. Without limiting the generality of the foregoing, except as expressly
contemplated by this Agreement or as set forth in Section 8.01 of the Company Disclosure Schedule, the
Company shall not, nor shall it permit any of its Subsidiaries to:

(a) amend its articles of incorporation, bylaws or other similar organizational documents (whether
by merger, consolidation or otherwise);
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(b) (i) split, combine or reclassify any shares of capital stock, (ii) declare, set aside or pay any
dividend or other distribution (whether in cash, stock or property or any combination thereof) in respect
of capital stock or (iii) redeem, repurchase or otherwise acquire or offer to redeem, repurchase, or
otherwise acquire any Company Securities or any Company Subsidiary Securities;

(c) (i) issue, deliver or sell, or authorize the issuance, delivery or sale of, any shares of any
Company Securities or Company Subsidiary Securities, other than the issuance of (A) any shares of the
Company Stock upon the exercise of Company Stock Options that are outstanding on the date of this
Agreement in accordance with the terms of those Company Stock Options on the date of this Agreement
and (B) any Company Subsidiary Securities to the Company or any other Subsidiary of the Company or
(ii) amend any term of any Company Security or any Company Subsidiary Security (in each case,
whether by merger, consolidation or otherwise);

(d) incur any capital expenditures or any obligations or liabilities in respect thereof, except for
(i) capital expenditures commitments outstanding on the date of this Agreement and (ii) individual capital
expenditure items inferior to $250,000;

(e) acquire (by merger, consolidation, acquisition of stock or assets or otherwise), directly or
indirectly, any assets, securities, properties, interests or businesses, other than assets acquired in order to
maintain and operate the business of the Company and its Subsidiaries in the ordinary course of business
of the Company and its Subsidiaries in a manner that is consistent with past practice;

(f) (i) sell, lease or otherwise transfer, or create or incur any Lien on, the Company’s or its
Subsidiaries’ assets, securities, properties, interests or businesses, other than in the ordinary course of
business consistent with past practice or (ii) permit to lapse any material Intellectual Property owned by
the Company or any of its Subsidiaries;

(g) make any loans or advances other than in the ordinary course of business consistent with past
practice;

(h) make any investments other than in (i) United States Treasury bonds, (ii) debt securities issued
or guaranteed by an agency of the United States Government, and (iii) debt securities issued by the
Federal National Mortgage Association (FNMA) or the Federal Home Loan Mortgage Corporation
(FHLMC), in each case with a final maturity of less than 2 years from the date of any such investment, ;

(i) create, incur, assume, or otherwise be liable with respect to any indebtedness for borrowed money
or guarantees thereof, other than in the ordinary course of business and in amounts and on terms
consistent with past practices;

(j) (i) enter into any contract, agreement, arrangement or understanding that would constitute a
Material Contract if it had been entered into as of the date hereof or (ii) terminate, amend or modify in
any material respect, any Material Contract or otherwise waive, release or assign any material rights,
claims or benefits of the Company or any of its Subsidiaries;

(k) (i) with respect to any current or former director, officer, employee or independent contractor of
the Company or any of its Subsidiaries, (A) grant or increase any severance or termination pay to (or
amend any existing severance or termination arrangement with), (B) enter into any employment,
consultancy, deferred compensation, severance, change in control, retention, transaction bonus or
incentive, retirement or other similar agreement or arrangement (or amend any such existing agreement or
arrangement) or (C) except for increases in the ordinary course consistent with past practice with respect
to any employee of the Company or any of its Subsidiaries whose annual base salary does not exceed
$150,000, increase compensation, bonus or other benefits payable to such employee, or (ii) establish,
adopt or amend (except as required by Applicable Law) any collective bargaining, bonus, profit-sharing,
thrift, pension, retirement, deferred compensation, equity-based compensation or other benefit plan or
arrangement covering any director, officer, employee or independent contractor of the Company or any of
its Subsidiaries; provided that, the Company shall be permitted, prior to the Exchange Effective Time, to
pay short-term incentive bonuses to employees on the same basis as provided in Section 9.02(d) hereof.
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(l) change the Company’s methods of accounting, except as required by concurrent changes in
GAAP or in Regulation S-X of the 1934 Act, as agreed to by its independent public accountants;

(m) (i) settle, or offer or propose to settle, (A) any material litigation, investigation, arbitration,
proceeding or other claim involving or against the Company or any of its Subsidiaries, (B) any
shareholder litigation or dispute against the Company or any of its officers or directors or (C) any
litigation, arbitration, proceeding or dispute that relates to the transactions contemplated hereby or
(ii) enter into any consent order or decree;

(n) make or change any material Tax election, change any annual Tax accounting period, adopt or
change any method of material Tax accounting, materially amend any Tax Returns or file claims for
material Tax refunds, enter into any material closing agreement, settle any material Tax claim, audit or
assessment, or surrender any right to claim a material Tax refund, offset or other reduction in Tax
liability;

(o) materially restructure or materially change its investment securities portfolio or its gap position
except in the ordinary course of business consistent with past practice (and in consultation with Parent),
through purchases, sales or otherwise, or the manner in which the portfolio is classified or reported;

(p) enter into any new line of business, exit any existing line of business, or materially change its
lending, investment, underwriting, risk and asset liability management and other banking and operating
policies, except as required by Applicable Law;

(q) participate in the Troubled Asset Relief Program administered by the United States Department
of the Treasury pursuant to the Emergency Economic Stabilization Act of 2008 or in any plan, order or
proposal of, or offer by, any Governmental Authority that would result in the issuance by the Company or
any of its Subsidiaries of any capital stock, voting or non-voting securities (including warrants and debt
securities), or Company Securities to a Governmental Authority or any other party or that would
otherwise interfere with the ability of Parent to, directly or indirectly, control one hundred percent of the
voting power of the Company and its Subsidiaries and one hundred percent of the outstanding shares of
Company Virginia Sub Common Stock following the Closing Date; or

(r) agree, resolve or commit to do any of the foregoing.

SECTION 8.02. Access to Information. (a) From the date hereof until the Exchange Effective Time and
subject to Applicable Law and the Confidentiality Agreement dated as of October 10, 2008 between the
Company and Parent (the “Confidentiality Agreement”), the Company shall (i) give Parent and its officers,
directors, employees, investment bankers, attorneys, accountants, consultants or other agents or advisors
(“Representatives”) full access to the offices, properties, books and records of the Company and its
Subsidiaries, (ii) furnish to Parent and its Representatives such financial and operating data and other
information as such Persons may reasonably request and (iii) instruct the Representatives of the Company and
its Subsidiaries to cooperate with Parent in its investigation of the Company and its Subsidiaries. Any
investigation pursuant to this Section shall be conducted in such manner as not to interfere unreasonably with
the conduct of the business of the Company and its Subsidiaries. No information or knowledge obtained by
Parent in any investigation pursuant to this Section shall affect or be deemed to modify any representation or
warranty made by the Company hereunder.

(b) From the date hereof until the Exchange Effective Time, Parent shall be entitled to appoint a
representative of Parent (each, a “Parent Representative”) to each of the Bank’s Credit Committee, the
Bank’s Assets and Liabilities Committee, and each other committee of the Bank functioning at the operational
level and with a mandate covering the areas of operations addressed in clauses (d), (e), (f), (g), (h), (i), (j), (k),
(o) and (p) in Section 8.01 above (each, a “Company Committee”). Each such Parent Representative shall be
readily available for meetings of the applicable Company Committee. The Company shall furnish or cause to
be furnished to each Parent Representative written notice at least two Business Days prior to each meeting of
the applicable Company Committee of such meeting. Each Parent Representative shall be entitled to (i) attend
every meeting of the applicable Company Committee, whether in person or telephonically, (ii) call meetings of
the applicable Company Committee, and (iii) object to any decision of the applicable Committee, which
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decision shall thereafter require the approval of the Chief Executive Officer or the Interim Chief Executive
Officer of the Company before being adopted or executed. Parent’s rights under this Section 8.02(b) shall be
in addition to, and not in limitation of, any of its rights under Section 8.01.

SECTION 8.03. No Solicitation; Change of Recommendation. (a) General Prohibitions. From and after
the date of this Agreement until the earlier of the Exchange Effective Time and the termination of this
Agreement in accordance with its terms, neither the Company nor any of its Subsidiaries shall, nor shall the
Company or any of its Subsidiaries authorize or permit any of its or their Representatives to, directly or
indirectly, (i) solicit, initiate, or take any action to facilitate or encourage the submission of any Acquisition
Proposal by a Third Party or otherwise initiate any process that is intended to, or is reasonably likely to lead
to the making of an Acquisition Proposal by any Third Party, (ii) enter into or participate in any discussion or
negotiations with, furnish any information relating to the Company or any of its Subsidiaries or afford any
access to the business, properties, assets, books or records of the Company or any of its Subsidiaries to,
otherwise cooperate in any way with, or knowingly assist, participate in, facilitate or encourage in any manner
any effort by any Third Party that is seeking to make, or has made, an Acquisition Proposal, (iii) fail to make,
withdraw or modify in a manner adverse to Parent the Company Board Recommendation (or recommend an
Acquisition Proposal made by a Third Party or take any action or make any statement inconsistent with the
Company Board Recommendation) (any of the foregoing in this clause (iii), an “Adverse Recommendation
Change”), (iv) grant to any Third Party any waiver under, or any release from, any standstill or similar
agreement concerning or relating to, any Defensive Measure or redeem, modify, repeal or otherwise diminish
any Defensive Measure other than for the benefit of Parent and its Affiliates or permit to expire, fail to renew
or otherwise fail to maintain in effect any Defensive Measure, (v) exempt any transaction (except the
transactions contemplated by this Agreement) or Person (other then Parent or its Affiliates) from any Takeover
Statute, (vi) enter into any agreement in principle, letter of intent, term sheet, merger agreement, purchase
agreement, option agreement or other similar instrument relating to an Acquisition Proposal or (vii) agree or
commit to take any of the actions described in this Section 8.03(a). It is agreed that any violation of the
restrictions on the Company set forth in this Section by any Representative of the Company or any of its
Subsidiaries shall be a breach of this Section by the Company.

(b) Exceptions. Notwithstanding Section 8.03(a), at any time prior to the Reincorporation Effective
Time,:

(i) following receipt of an unsolicited bona fide Acquisition Proposal that the Company Board
determines in good faith, after consultation with financial and legal advisors, constitutes or is reasonably
likely to result in, a Superior Proposal, the Company, directly or indirectly through advisors, agents or
other Representatives, may furnish nonpublic information to, or enter into discussions with, any Third
Party in connection with such Acquisition Proposal by such Third Party if and only to the extent that
(A) the Company is not then in breach of its obligations under this Section 8.03 and (B) prior to
furnishing such nonpublic information to, or entering into discussions or negotiations with, such Third
Party, the Company Board receives from such Third Party an executed confidentiality agreement
containing confidentiality and stand still provisions that are not less restrictive on such Third Party than
the Confidentiality Agreement; provided that all such information (to the extent that such information has
not been previously provided or made available to Parent) is provided or made available to Parent, as the
case may be, prior to or substantially concurrently with the time it is provided or made available to such
Third Party); and

(ii) the Company Board may make an Adverse Recommendation Change, but only following receipt
of a Superior Proposal;

provided that, in each case referred to in the foregoing clauses (i) and (ii) the Company Board may take such
action only if the Company Board determines in good faith, after consultation with outside legal counsel, that
such action is required by its fiduciary duties under Pennsylvania Law, and, provided, further, that, solely in
the case of the foregoing clause (ii), the Board may not make such Adverse Recommendation Change unless
(A) the Company promptly notifies Parent in writing at least ten Business Days before taking such action of
its intention to do so, attaching (if such Adverse Recommendation Change is in response to a receipt of a
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Superior Proposal) the most current version of the proposed agreement under which such Superior Proposal is
proposed to be consummated and the identity of the Third Party making the Acquisition Proposal, and
(B) Parent does not propose, within 10 days after its receipt of such written notification, proposed
modifications to this Agreement or the terms of the Transaction or otherwise provide information to the
Company that in the aggregate result in the transactions contemplated hereunder being at least as favorable to
the stockholders of the Company (other than Parent) as such Superior Proposal (or description thereof).

In addition, nothing contained herein shall prevent the Company Board from complying with
Rule 14e-2(a) under the 1934 Act with regard to an Acquisition Proposal, so long as any action taken or
statement made to so comply is consistent with this Section 8.03 (provided that any such action taken or
statement made that relates to an Acquisition Proposal shall be deemed to be an Adverse Recommendation
Change unless the Company Board reaffirms the Company Recommendation in such statement or in
connection with such action).

(c) Required Notices. The Company Board shall not take any of the actions referred to in Sec-
tion 8.03(b) unless the Company shall have delivered to Parent a prior written notice advising Parent that it
intends to take such action. In addition, the Company shall notify Parent promptly (but in no event later than
24 hours) after receipt by the Company (or any of its Representatives) of any Acquisition Proposal, any
indication that a Third Party is considering making an Acquisition Proposal or any request for information
relating to the Company or any of its Subsidiaries or for access to the business, properties, assets, books or
records of the Company or any of its Subsidiaries by any Third Party that may be considering making, or has
made, an Acquisition Proposal. The Company shall provide such notice orally and in writing and shall identify
the Third Party making, and the terms and conditions of, any such Acquisition Proposal, indication or request,
and shall promptly (but in no event later than 24 hours after receipt) provide to Parent copies of all
correspondence and written materials sent or provided to the Company or any of its Subsidiaries that describe
any terms or conditions of any Acquisition Proposal (as well as written summaries of any oral communications
addressing such matters). After the notification provided for in the preceding sentence, the Company shall
thereafter provide Parent, as promptly as practicable, with oral and written notice setting forth all such
information as is reasonably necessary to keep Parent informed in all material respects of the status and details
(including material amendments or proposed material amendments) of any such Acquisition Proposal, request
or inquiry and shall promptly provide to Parent a copy of all written materials subsequently provided in
connection with such Acquisition Proposal, request or inquiry. Any material amendment to any Acquisition
Proposal will be deemed to be a new Acquisition Proposal for purposes of the Company’s compliance with
this Section 8.03(c).

(d) Definition of Superior Proposal. For purposes of this Agreement, “Superior Proposal” means a
bona fide, unsolicited written 100% Acquisition Proposal on terms that the Company Board determines in
good faith, after considering the advice of a financial advisor of nationally recognized reputation and outside
legal counsel and taking into account all terms and conditions of the Acquisition Proposal, including, the value
offered to the Company’s shareholders, any break-up fees, expense reimbursement provisions and conditions to
consummation, any financing or capital provided or to be provided by such Third Party and the certainty that
the Acquisition Proposal will be consummated, are more favorable than the Reincorporation Merger and the
Share Exchange to the constituencies and Persons the Company Board is required to consider under the
Charter and permitted to consider under Applicable Law, in each case in the exercise of its fiduciary duties.

(e) Obligation to Terminate Existing Discussions, Etc. The Company shall, and shall cause its Subsid-
iaries and its and their Representatives to, cease immediately and cause to be terminated any and all existing
activities, discussions or negotiations, if any, with any Third Party and its Representatives conducted prior to
the date hereof with respect to any Acquisition Proposal. The Company shall promptly request that each Third
Party, if any, that has executed a confidentiality agreement within the 24-month period prior to the date hereof
in connection with its consideration of any Acquisition Proposal return or destroy all confidential information
heretofore furnished to such Person by or on behalf of the Company or any of its Subsidiaries (and all
analyses and other materials prepared by or on behalf of such Person that contains, reflects or analyzes that
information), and the Company shall provide to Parent all certifications of such return or destruction from
such other Persons as promptly as practicable after receipt thereof. The Company shall use its reasonable best

A-36



efforts to secure all such certifications as promptly as practicable. If any such Person fails to provide any
required certification within the time period allotted in the relevant confidentiality agreement (or if no such
period is specified, then within a reasonable time period after the date hereof), then the Company shall use its
reasonable best efforts to secure its rights and ensure the performance of such other party’s obligations
thereunder as promptly as practicable.

SECTION 8.04. [Left Intentionally Blank].

SECTION 8.05. Litigation. Without otherwise limiting or altering any rights that Parent or its Affiliates
may have, the Company shall give Parent the opportunity to participate at Parent’s expense in the defense or
settlement of any actual or threatened litigation against the Company and/or its directors relating to this
Agreement, the Transaction or the other transactions contemplated hereunder, including the Reincorporation
Merger or the Share Exchange, and shall not agree to any such settlement without Parent’s written consent.

SECTION 8.06. Company Virginia Sub Shareholder Vote. Promptly following the organization of
Company Virginia Sub, the Company, as the sole shareholder of Company Virginia Sub, will approve the
Reincorporation Merger and the Share Exchange and waive any right to dissent from the Reincorporation
Merger and the Share Exchange for all purposes of Section 13.1-729 et seq. of the VSCA such that the
provisions of such sections will not apply to this Agreement, the Transaction or any of the other transactions
contemplated hereby and Section 13.1-725 et seq. and Section 13.1-728.1 et seq. will not apply thereto.

SECTION 8.07. Joinder Agreement. Promptly following the date hereof, the Company shall form Com-
pany Virginia Sub as a Virginia corporation under and in accordance with the VSCA, and the Company shall
cause Company Virginia Sub to, and Company Virginia Sub shall, sign a joinder agreement to this Agreement
and be bound hereunder.

SECTION 8.08. Structure of the Transaction. Parent may at any time change the method of effecting the
Transaction if and to the extent requested by Parent and consented to by the Company (such consent not to be
unreasonably withheld); provided, however, that no such change shall (i) alter or change the amount or kind of
the Share Consideration provided for in this Agreement, (ii) adversely affect the Tax treatment of the
Transaction with respect to the Company’s or Company Virginia Sub’s stockholders or (iii) materially impede
or delay, or make less likely, the consummation of the Transaction.

ARTICLE 9

COVENANTS OF PARENT

Parent agrees that:

SECTION 9.01. Director and Officer Liability. Parent shall cause the Surviving Corporation, and the
Surviving Corporation hereby agrees, to do the following:

(a) For six years after the Exchange Effective Time, the Surviving Corporation shall, to the fullest
extent permitted by Applicable Law, indemnify, defend and hold harmless, and provide advancement of
expenses to, each person who is now or has been at any time prior to the date hereof or who becomes
prior to the Exchange Effective Time, an officer or a director of the Company or any of its Subsidiaries,
including Company Virginia Sub (each, an “Indemnified Person”) against all losses, claims, damages,
costs, expenses, liabilities or judgments or amounts that are paid in settlement of or in connection with
any claim, action, suit, proceeding or investigation based in whole or in part on, or arising in whole or in
part out of the fact that such person is or was a director or officer of the Company or any of its
Subsidiaries, and pertaining to any matter existing or occurring, or any acts or omissions occurring, at or
prior to the Exchange Effective Time, whether asserted or claimed prior to, or at or after, the Exchange
Effective Time to the same extent such persons are indemnified or have the right to advancement of
expenses as of the date of this Agreement by the Company pursuant to the Charter, the Company Bylaws
and indemnification agreements listed on Section 9.01(a) of the Company Disclosure Schedules, if any, in
existence on the date hereof with any directors and officers of the Company and its Subsidiaries.

A-37



(b) Parent shall cause the Surviving Corporation to continue in full force and effect for a period of
six years from the Exchange Effective Time the provisions in existence in the Charter and bylaws in
effect on the date of this Agreement regarding elimination of liability of directors, indemnification of
officers, directors and employees and advancement of expenses.

(c) For six years after the Exchange Effective Time, the Surviving Corporation shall provide
officers’ and directors’ liability insurance in respect of acts or omissions occurring prior to the Exchange
Effective Time covering each Indemnified Person currently covered by the Company’s officers’ and
directors’ liability insurance policy on terms with respect to coverage and amount no less favorable than
those of such policy in effect on the date hereof (provided, that the Company may elect to purchase a six-
year prepaid “tail policy” on terms and conditions reasonably acceptable to Parent providing substantially
equivalent benefits to the Indemnified Persons) (in each case, to the extent commercially available);
provided that, in satisfying its obligation under this Section 9.01(c), the Surviving Corporation shall not
be obligated to pay in the aggregate in excess of 300% of the amount per annum the Company paid in its
last full fiscal year, which amount is set forth in Section 9.01(c) of the Company Disclosure Schedule;
and provided further that, if the aggregate premiums of such insurance coverage exceed such amount, the
Surviving Corporation shall be obligated to obtain a policy with the greatest coverage available, with
respect to matters occurring prior to the Exchange Effective Time, for a cost not exceeding such amount.

(d) If Parent, the Surviving Corporation or any of its successors or assigns (i) consolidates with or
merges into any other Person and shall not be the continuing or surviving corporation or entity of such
consolidation or merger, or (ii) transfers or conveys all or substantially all of its properties and assets to
any Person, then, and in each such case, to the extent necessary, proper provision shall be made so that
the successors and assigns of Parent or the Surviving Corporation, as the case may be, shall assume the
obligations set forth in this Section 9.01.

(e) The rights of each Indemnified Person under this Section 9.01 shall be in addition to any rights
such Person may have under the Charter or bylaws of the Company or any of its Subsidiaries, under
Pennsylvania Law or any other Applicable Law or under any agreement of any Indemnified Person with
the Company or any of its Subsidiaries. These rights shall survive consummation of the Share Exchange
and are intended to benefit, and shall be enforceable by, each Indemnified Person.

SECTION 9.02. Employee Matters. (a) For a period of one year following the Exchange Effective Time,
Parent shall provide to all employees of the Company or any of its Subsidiaries as of the Exchange Effective
Time who continue employment with the Surviving Corporation or any of its Affiliates (“Continuing
Employees”) base salary or base wages and benefits (other than equity-based compensation) that are in the
aggregate substantially comparable to such salary or wages and benefits provided by the Company and its
Subsidiaries as in effect immediately prior to the Exchange Effective Time.

(b) With respect to any “employee benefit plan,” as defined in Section 3(3) of ERISA, maintained by
Parent or any of its Subsidiaries, including the Surviving Corporation, in which any Continuing Employee
becomes a participant, such Continuing Employee shall receive full credit (for purposes of eligibility to
participate, vesting, and benefit level with respect to vacation entitlement, severance benefits and other paid
time off) for service with the Company or any of its Subsidiaries (or predecessor employers to the extent the
Company provides such past service credit) to the same extent that such service was recognized as of the
Effective Date under a comparable plan of the Company and its Subsidiaries in which the Continuing
Employee participated.

(c) Parent shall waive, or cause to be waived, any pre-existing condition limitations, exclusions, actively-
at-work requirements and waiting periods under any welfare benefit plan maintained by Parent or any of its
Subsidiaries in which the Continuing Employees (and their eligible dependents) will be eligible to participate
from and after the Exchange Effective Time, except to the extent that such pre-existing condition limitations,
exclusions, actively-at-work requirements and waiting periods would not have been satisfied or waived under
the comparable plan of the Company and its Subsidiaries in which the Continuing Employee participated. If a
Continuing Employee commences participation in any health benefit plan of Parent or any of its Subsidiaries
after the commencement of a calendar year, to the extent commercially practicable, Parent shall cause such
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plan to recognize the dollar amount of all co-payments, deductibles and similar expenses incurred by such
Continuing Employee (and his or her eligible dependents) during such calendar year for purposes of satisfying
such calendar year’s deductible and co-payment limitations under the relevant welfare benefit plans in which
such Continuing Employee (and dependents) commences participation.

(d) Following the Exchange Effective Time, Parent shall, cause the Surviving Corporation or any of its
Affiliates to pay, in the ordinary course of business consistent with prior practice, to all employees of the
Company and its Subsidiaries who participated in the short — term incentive bonus plans of the Company
and/or its Subsidiaries in 2008 (“Company Employees”) all short term bonuses for the 2008 calendar year,
with the amounts of such bonuses determined at the target level established for each Company Employee (with
all corporate performance goals for 2008 deemed satisfied at the target levels).

(e) The parties hereto agree that, with respect to any Employee Plan providing for payments or benefits
upon or following the occurrence of a “change in control” (as defined in the applicable Employee Plan), the
Transaction shall be deemed to constitute a Buyer Acquisition Transaction (as defined in the Investment
Agreement) as contemplated in Sections 8.06, 8.07 and 8.08 and/or Section 8.10 of the Investment Agreement.

(f) Nothing in this Section 9.02 shall (i) be treated as an amendment of, or undertaking to amend, any
benefit plan, (ii) prohibit Parent or any of its Subsidiaries, including the Surviving Corporation, from amending
any employee benefit plan or (iii) confer any rights or benefits on any person other than the parties to this
Agreement.

SECTION 9.03. Santander Shares. Parent hereby agrees to vote or exercise its right to consent with
respect to all Shares beneficially owned as of the date prior to the date of this Agreement by it at the time of
any vote or action by written consent to approve and adopt this Agreement, the Reincorporation Merger and
the Transaction at any meeting and at any adjournment thereof at which this Agreement and other related
transactions in favor of, or consent to, the approval thereof.

ARTICLE 10

COVENANTS OF PARENT AND THE COMPANY

The parties hereto agree that:

SECTION 10.01. Regulatory Matters. (a) Parent and the Company shall promptly prepare, and Parent
shall promptly file with the SEC, the F-4, in which the Proxy Statement will be included as a prospectus.
Parent and the Company shall file with the SEC a Rule 13e-3 Transaction Statement on Schedule 13E-3 with
respect to the Transaction which shall be filed as a part of the Proxy Statement. Parent and the Company shall
each use its reasonable best efforts to have the F-4 declared effective under the 1933 Act as promptly as
practicable after such filing, and the Company shall thereafter file with the SEC and mail or deliver the Proxy
Statement to its shareholders. Parent shall also use its reasonable best efforts to obtain all necessary state
securities law or “Blue Sky” permits and approvals required to carry out the transactions contemplated by this
Agreement, and the Company shall furnish all information concerning the Company and the holders of
Company Common Stock as may be reasonably requested in connection with any such action.

(b) (i) The Parent Board shall, with the reasonable assistance of the Company, prepare reports (Informe
del consejo de administracion) to be made available to the holders of Parent Ordinary Shares in accordance
with Applicable Law (the “Board Reports”) in connection with the meeting of holders of Parent Ordinary
Shares contemplated by Section 10.02 of this Agreement containing information required by the SCL, and
(ii) Parent shall prepare and arrange to have registered with and verified by the NSEC a Prospectus and
(iii) Parent shall use its reasonable best efforts to obtain (A) the necessary report of the auditor designated by
the Commercial Registry relating to the abolishment of the preemptive rights of holders of Parent Ordinary
Shares and (B) report of the expert designated by the commercial Registry relating to the fair value of the
assets acquired by Parent in the Share Exchange.. Parent will use its reasonable best efforts to cause the
Prospectus to receive the required registration with and verification of the NSEC as promptly as reasonably
practicable following the date on which the Parent Extraordinary General Meeting contemplated by
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Section 10.02(b) is held, and to cause the definitive Prospectus to be made available to the holders of Parent
Ordinary Shares in accordance with Applicable Law as promptly as reasonably practicable following the date
on which the Parent Extraordinary General Meeting contemplated by Section 10.02(b) is held.

(c) Subject to the terms of this Agreement, the parties shall cooperate with each other and use their
respective reasonable best efforts to promptly prepare and file all necessary documentation, to effect all
applications, notices, petitions and filings, to obtain as promptly as practicable the Parent Requisite Regulatory
Approvals and the Company Requisite Regulatory Approvals and all other permits, consents, approvals and
authorizations of all third parties and Governmental Authorities that are necessary or advisable to consummate
the Transaction and the other transactions contemplated by this Agreement, and to comply with the terms and
conditions of all such permits, consents, approvals and authorizations of all such third parties, Regulatory
Agencies or Governmental Authorities. The Company and Parent shall have the right to review in advance,
and, to the extent practicable, each will consult the other on, in each case subject to Applicable Laws relating
to the confidentiality of information, all the information relating to the Company on one hand, or Parent, on
the other, as the case may be, and any of their respective Subsidiaries, which appear in any filing made with,
or written materials submitted to, any third party or any Governmental Authority in connection with the
Transaction and the other transactions contemplated by this Agreement. In exercising the foregoing right, each
of the parties shall act reasonably and as promptly as practicable. The parties shall consult with each other
with respect to the obtaining of all permits, consents, approvals and authorizations of all third parties and
Governmental Authorities necessary or advisable to consummate the transactions contemplated by this
Agreement and each party will keep the other apprised of the status of matters relating to completion of the
transactions contemplated by this Agreement. Notwithstanding the foregoing, nothing contained herein shall be
deemed to require Parent or the Company to take any action, or commit to take any action, or agree to any
condition or restriction, in connection with obtaining the foregoing permits, consents, approvals and authoriza-
tions of Governmental Authorities, that would reasonably be expected to have a material adverse effect
(measured on a scale relative to the Company) on any of Parent, the Company or the Surviving Corporation
(a “Materially Burdensome Regulatory Condition”). In addition, the Company and Parent agree to
cooperate and use their reasonable best efforts to assist each other in preparing and filing such petitions and
filings, and in obtaining such permits, consents, approvals and authorizations of third parties and Governmental
Authorities, that may be necessary or advisable to effect any mergers and/or consolidations of Subsidiaries of
the Company and Parent following consummation of the Transaction.

(d) If at any time prior to the Exchange Effective Time any information relating to the Company or
Parent, or any of their respective Affiliates, officers or directors, should be discovered by the Company or
Parent which should be set forth in an amendment or supplement to any of the Proxy Statement,
Schedule 13E-3 or the F-4, so that any of such documents would not include any misstatement of a material
fact or omit to state any material fact necessary to make the statements therein, in light of the circumstances
under which they were made, not misleading, the party which discovers such information shall promptly notify
the other party hereto and, to the extent required by law, rules or regulations, an appropriate amendment or
supplement describing such information shall be promptly filed with the SEC and disseminated to the
Company shareholders.

(e) Each of Parent and the Company shall promptly advise the other upon receiving any communication
from any Regulatory Agency or Governmental Authority consent or approval of which is required for
consummation of the transactions contemplated by this Agreement that causes such party to believe (i) that
there is a reasonable likelihood that any Parent Requisite Regulatory Approval or any Company Requisite
Regulatory Approval, respectively, will not be obtained, (ii) that the receipt of any such approval may be
materially delayed, or (iii) that any such regulatory approval may be subject to a Materially Burdensome
Regulatory Condition.

(f) The Company shall cooperate with such reasonable requests as may be made by Parent with respect
to any post-Closing reorganization of Parent’s and the Company’s Subsidiaries, including filing prior to the
Closing such applications with Regulatory Agencies or Governmental Authorities as may be necessary or
desirable in connection with any such reorganization.
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(g) Prior to the Exchange Effective Time, Parent shall cause the Parent Ordinary Shares and Parent ADSs
that will be issued in the Share Exchange to be approved for listing on the NYSE, such listing to be subject to
(and only become effective on) official notice of issuance.

SECTION 10.02. Stockholder Meetings. (a) The Company shall call a meeting of its shareholders to be
held as soon as reasonably practicable for the purpose of obtaining the Company Shareholder Approval
required in connection with this Reincorporation Merger, and shall use its reasonable best efforts to cause such
meeting to occur as soon as reasonably practicable. Subject to the provisions of Section 8.03(b), the Company
Board shall maintain the Company Board Recommendation until such meeting of shareholders. The Company
Board shall use its reasonable best efforts to obtain from the shareholders of the Company the Company
Shareholder Approval. The Company agrees that, notwithstanding any Adverse Recommendation Change or
otherwise, it shall submit this Agreement to its shareholders at a shareholder meeting in accordance with the
first sentence of this paragraph. Parent and the Company agree that the first record date established by the
Company Board for such shareholder meeting shall be established with the approval and consent of at least
one director serving on the Company Board at the designation of Parent (the “Record Date”). The Company
agrees that any change to the Record Date that would establish a new record date that is prior to 90 days
following the Record Date will also require the approval and consent of at least one director serving on the
Company Board at the designation of Parent.

(b) Following receipt of the necessary report of the auditor designated by the Commercial Registry
relating to the abolishment of the preemptive rights of holders of Parent Ordinary Shares, Parent shall call and
hold a meeting of the holders of Parent Ordinary Shares to be held for the purpose of obtaining the Parent
Shareholder Approval. Parent shall use its reasonable best efforts to obtain from the holders of Parent Ordinary
Shares the Parent Shareholder Approval.

SECTION 10.03. Public Announcements. Parent and its Affiliates, on the one hand, and the Company
and its Subsidiaries, on the other hand, shall consult with each other before issuing any press release or
making any other public statement, or scheduling any press conference or conference call with investors or
analysts with respect to this Agreement or the transactions contemplated hereby and, except as may be
required by Applicable Law or any listing agreement with or rule of any national securities exchange, shall
not issue any such press release or make any such other public statement or schedule any such press
conference or conference call before such consultation.

SECTION 10.04. Further Assurances. At and after the Exchange Effective Time, the officers and
directors of the Surviving Corporation shall be authorized to execute and deliver, in the name and on behalf of
the Company or Company Virginia Sub, any deeds, bills of sale, assignments or assurances and to take and
do, in the name and on behalf of the Company or Company Virginia Sub, any other actions and things to vest,
perfect or confirm of record or otherwise in the Surviving Corporation any and all right, title and interest in,
to and under any of the rights, properties or assets of the Company acquired or to be acquired by the Surviving
Corporation as a result of, or in connection with, the Reincorporation Merger and the Share Exchange.

SECTION 10.05. Notices of Certain Events. Each of the Company and Parent shall promptly notify the
other of:

(a) any notice or other communication from any Person alleging that the consent of such Person is
or may be required in connection with the transactions contemplated by this Agreement;

(b) any notice or other communication from any Governmental Authority in connection with the
transactions contemplated by this Agreement; and

(c) any actions, suits, claims, investigations or proceedings commenced or, to its Knowledge,
threatened against, relating to or involving or otherwise affecting the Company or any of its Subsidiaries
or Parent or any of its Subsidiaries that relate to the consummation of the transactions contemplated by
this Agreement;

provided that the delivery of any notice pursuant to this Section 10.05 shall not limit or otherwise affect the
remedies available hereunder to the party receiving that notice.
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SECTION 10.06. Takeover Statutes. If any Takeover Statute or Defensive Measure shall become applica-
ble to the transactions contemplated hereby, each of the Company, Parent and Company Virginia Sub and the
respective members of their boards of directors shall, to the extent permitted by Applicable Law, grant such
approvals and take such actions as are necessary so that the transactions contemplated by this Agreement or
the Voting Agreement may be consummated as promptly as practicable on the terms contemplated herein and
otherwise act to eliminate or minimize the effects of such Takeover Statute on the transactions contemplated
hereby. Any Adverse Recommendation Change shall not change the approval of the Company Board for
purposes eliminating the application of any Takeover Statue or Defensive Measure to this Agreement and the
transactions contemplated hereby.

SECTION 10.07. Exemption From Liability Under Section 16(b). Prior to the Exchange Effective Time,
Parent and the Company shall each take all such steps as may be necessary or appropriate to cause any
disposition of shares of Company Common Stock or conversion of any derivative securities in respect of such
shares of Company Common Stock in connection with the consummation of the transactions contemplated by
this Agreement to be exempt under Rule 16b-3 promulgated under the 1934 Act.

SECTION 10.08. Incentive Bonus Program. Promptly following the date hereof, Parent and the Company
agree to hold discussions in good faith with a view to agreeing upon the terms of a retention bonus program
covering selected employees of the Company and its Subsidiaries. To the extent agreed, such retention bonus
program shall be adopted and communicated to employees as promptly as practicable following the date
hereof, and shall have terms and conditions (including payment dates and amounts) that are substantially
consistent with market practice and that shall be mutually agreed by Parent and the Company.

ARTICLE 11

CONDITIONS TO THE REINCORPORATION MERGER AND THE SHARE EXCHANGE

SECTION 11.01. Conditions to the Obligations of Each Party. The respective obligations of the parties
to consummate the Transaction are subject to the satisfaction at or prior to the Closing Date of the following
conditions:

(a) Each of the Company Shareholder Approval and the Parent Shareholder Approval shall have
been obtained;

(b) No Applicable Law shall prohibit the consummation of the Reincorporation Merger or the Share
Exchange;

(c) [Left blank intentionally]

(d) The F-4 shall have become effective under the 1933 Act and no stop order suspending the
effectiveness of the F-4 shall have been issued and no proceedings for that purpose shall have been
initiated or threatened by the SEC;

(e) The Prospectus shall have been verified by, and registered with, the NSEC;

(f) The necessary auditors’ report and the report of the expert designated by the Commercial
Registry relating to the fair value of the assets acquired by Parent in the Share Exchange shall have been
issued;

(g) The Capital Increase shall be granted before a Spanish public notary; and

(h) The Parent ADSs to be issued upon consummation of the Transaction shall have been approved
for listing on the NYSE, subject to official notice of issuance.
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SECTION 11.02. Conditions to Obligations of Parent. The obligation of Parent to effect the Transaction
is also subject to the satisfaction, or waiver by Parent, at or prior to the Exchange Effective Time, of the
following conditions:

(a) (i) (A) The representations and warranties of the Company contained in any of Sections 6.01,
6.02, 6.03, 6.04, 6.05 or 6.26 shall be true and correct in all material respects at and as of the Exchange
Effective Time as if made at and as of such time (other than such representation and warranty that by
their terms address matters only as of another specified time, which shall be true and correct in all
material respects only as of such time), disregarding all Company Material Adverse Effect qualifications
contained therein, and (B) the other representations and warranties of the Company contained in the
Agreement (disregarding all materiality and Company Material Adverse Effect qualifications contained
therein) shall be true and correct at and as of the Exchange Effective Time as if made at and as of such
time (other than representations and warranties that by their terms address matters only as of another
specified time, which shall be true and correct only as of such time), except, in the case of clause (B)
only, for such matters as have not had and would not reasonably be expected to have, individually or in
the aggregate, a Company Material Adverse Effect; (ii) the Company shall have performed in all material
respects all of its obligations hereunder required to be performed by it at or prior to the Exchange
Effective Time; and (iii) Parent shall have received a certificate signed by an executive officer of the
Company to the foregoing effect;

(b) (A) Neither the Company nor the Bank shall have become insolvent, or made an assignment for
the benefit of creditors, or failed generally to pay its debts as they become due, or become the subject of
the appointment of, or taking possession by, any conservator, custodian, trustee, receiver or liquidator of
any or of all or a substantial part of its properties, businesses or assets and (B) no order shall have been
issued or plan made or effected by any Governmental Authority that would result in the issuance of any
capital stock, voting securities or Company Securities to a Governmental Authority or would otherwise
interfere with the ability of Parent to, directly or indirectly, control one hundred percent of the voting
power of the Company and its Subsidiaries and one hundred percent of the Company Virginia Sub
Common Stock following the Exchange Effective Time;

(c) Since the date of the Agreement, there shall not have occurred any effect, change, circumstances,
conditions or developments that, individually or in the aggregate, would reasonably be expected to have a
Company Material Adverse Effect; and

(d) Without duplication of any conditions set forth in Section 11.01, all regulatory approvals set
forth in Section 7.04 required to consummate the transactions contemplated by this Agreement, including
the Transaction, shall have been obtained and shall remain in full force and effect and all statutory
waiting periods in respect thereof shall have expired (all such approvals and the expiration of all such
waiting periods being referred as the “Parent Requisite Regulatory Approvals”), and no such regulatory
approval shall have resulted in the imposition of any Materially Burdensome Regulatory Condition.

SECTION 11.03. Condition to Obligations of the Company. The obligation of the Company to effect the
Transaction is also subject to the satisfaction, or waiver by the Company, at or prior to the Exchange Effective
Time, of the following conditions:

(a) (i) (A) The representations and warranties of Parent contained in any of Sections 7.01 7.02 7.03
7.04 and 7.05 of the Agreement shall be true and correct in all material respects at and as of the
Exchange Effective Time as if made at and as of such time (other than such representation and warranty
that by their terms address matters only as of another specified time, which shall be true and correct in
all material respects only as of such time) and (B) the other representations and warranties of Parent
contained in the Agreement (disregarding all materiality and Parent Material Adverse Effect qualifications
contained therein) shall be true and correct at and as of the Exchange Effective Time as if made at and as
of such time (other than representations and warranties that by their terms address matters only as of
another specified time, which shall be true and correct only as of such time), except, in the case of
clause (B) only, for such matters as have not had and would not reasonably be expected to have,
individually or in the aggregate, a Parent Material Adverse Effect; (ii) the Company shall have performed
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in all material respects all of its obligations hereunder required to be performed by it at or prior to the
Exchange Effective Time; and (iii) the Company shall have received a certificate signed by an executive
officer of Parent to the foregoing effect; and

(b) Without duplication of any conditions set forth in Section 11.01, all regulatory approvals set
forth in Section 6.03 required to consummate the transactions contemplated by this Agreement, including
the Transaction, shall have been obtained and shall remain in full force and effect and all statutory
waiting periods in respect thereof shall have expired (all such approvals and the expiration of all such
waiting periods being referred as the “Company Requisite Regulatory Approvals”).

ARTICLE 12

TERMINATION

SECTION 12.01. Termination. This Agreement may be terminated at any time prior to the Reincorpora-
tion Effective Time, whether before or after approval of the matters presented in connection with the
Transaction by the stockholders of the Company or Parent:

(a) by mutual written agreement of the Company and Parent;

(b) by either the Company or Parent if:

(i) the Closing Date shall not have occurred on or before June 30, 2009 (the “End Date”);
provided that the right to terminate this Agreement pursuant to this Section 12.01(b)(i) shall not be
available to any party whose breach of any provision of this Agreement results in the failure of the
Reincorporation Merger to be consummated on or before such time;

(ii) there shall be any Applicable Law that (A) makes the consummation of the Reincorporation
Merger and/or the Share Exchange illegal or otherwise prohibited or (B) enjoins the Company,
Parent or Company Virginia Sub from consummating the Reincorporation Merger and/or the Share
Exchange and such injunction shall have become final and nonappealable;

(iii) if the Company Shareholder Approval is not obtained at the annual or special meeting of
Company shareholders called for the purpose of obtaining such Company Shareholder Approval or at
any adjournment or postponement thereof; or

(iv) if the Parent Shareholder Approval is not obtained at the Annual General Meeting or
Extraordinary General Meeting of Parent called for the purpose of obtaining such Parent Shareholder
Approval or at any adjournment or postponement thereof;

(c) by Parent if, prior to the Reincorporation Effective Time:

(i) (A) an Adverse Recommendation Change shall have occurred or the Company Board have
approved, or determined to recommend to the Company shareholders that they approve, an
Acquisition Proposal other than the Reincorporation Merger or the Share Exchange, (B) the
Company Board shall have failed to publicly confirm the Company Board Recommendation within
five Business Days of a written request by Parent that it do so, or (C) the Board shall have failed to
include and maintain until the Closing the Company Board Recommendation in the Proxy
Statement;

(ii) there shall have been a breach of Section 8.03; or

(iii) the Company shall have breached or failed to perform any of its representations,
warranties, covenants or agreements contained in this Agreement, which breach or failure to perform
(A) would give rise to the failure of any of the conditions set forth in Sections 11.01 or 11.02 and
(B) is either incurable or, if curable, is not cured by the Company by the earlier of (x) 30 days
following receipt by the Company of written notice of such breach or failure and (y) the End Date;
provided that, at the time of the delivery of such written notice, Parent shall not be in material
breach of its obligations under this Agreement.
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(d) by the Company if, prior to the Reincorporation Effective Time, Parent shall have breached or
failed to perform any of its representations, warranties, covenants or agreements contained in this
Agreement, which breach or failure to perform (A) would give rise to the failure of any of the conditions
set forth in Sections 11.01 or 11.03 and (B) is either incurable or, if curable, is not cured by Parent by
the earlier of (x) 30 days following receipt by Parent of written notice of such breach or failure and
(y) the End Date; provided that, at the time of the delivery of such written notice, the Company shall not
be in material breach of its obligations under this Agreement.

The party desiring to terminate this Agreement pursuant to this Section 12.01 (other than pursuant to
Section 12.01(a)) shall give notice of such termination to the other party.

SECTION 12.02. Effect of Termination. If this Agreement is terminated pursuant to Section 12.01, this
Agreement shall become void and of no effect without liability of any party (or any stockholder, director,
officer, employee, agent, consultant or representative of such party) to the other party hereto, except that
Section 12.01, Section 12.02 and Article 13 shall survive termination of this Agreement and remain in full
force and effect; provided that, if such termination shall result from the intentional (a) failure of either party to
fulfill a condition to the performance of the obligations of the other party or (b) failure of either party to
perform a covenant hereof, such party shall be fully liable for any and all liabilities and damages incurred or
suffered by the other party as a result of such failure.

ARTICLE 13

MISCELLANEOUS

SECTION 13.01. Notices. All notices, requests and other communications to any party hereunder shall
be in writing (including facsimile transmission) and shall be given,

if to Parent, to:

Banco Santander, S.A.
Ciudad Grupo Santander
Avda. de Cantabria, s/n
28660 Boadilla del Monte
Spain
Attention: Ignacio Benjumea, General Secretary
Facsimile No.: 34-91-259-6634

with a copy to:

Davis Polk & Wardwell
450 Lexington Avenue
New York, New York 10017
Attention: Diane G. Kerr

Joseph Rinaldi
Facsimile No.: (212) 450-3800

if to the Company or Company Virginia Sub, to:

Sovereign Bancorp, Inc.
75 State Street
Third Floor
Boston, Massachusetts 02109
Attention: CEO
Facsimile No.: (617) 757-5657
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with a copy to:

Milbank, Tweed, Hadley & McCloy, LLP
1 Chase Manhattan Plaza
New York, New York 10005
Attention: Thomas C. Janson
Facsimile No. (212) 822-5921

or to such other address or facsimile number as such party may hereafter specify for the purpose by notice
under this Section 13.01 to the other parties hereto. All such notices, requests and other communications shall
be deemed received on the date of receipt by the recipient thereof if received prior to 5 p.m. on a Business
Day in the place of receipt. Otherwise, any such notice, request or communication shall be deemed not to
have been received on the next succeeding Business Day in the place of receipt.

SECTION 13.02. Survival. The representations, warranties and agreements contained herein and in any
certificate or other writing delivered pursuant hereto shall not survive the Exchange Effective Time, except the
agreements set forth in Section 9.01.

SECTION 13.03. Amendments and Waivers. (a) Any provision of this Agreement may be amended or
waived prior to the Exchange Effective Time if, but only if, such amendment or waiver is in writing and is
signed, in the case of an amendment, by each party to this Agreement or, in the case of a waiver, by each
party against whom the waiver is to be effective; provided that after the Company Shareholder Approval, there
shall be made no amendment that by law requires further approval by shareholders of the Company without
the further approval of such shareholders.

(b) No failure or delay by any party in exercising any right, power or privilege hereunder shall operate as
a waiver thereof nor shall any single or partial exercise thereof preclude any other or further exercise thereof
or the exercise of any other right, power or privilege. The rights and remedies herein provided shall be
cumulative and not exclusive of any rights or remedies provided by Applicable Law.

SECTION 13.04. Expenses. (a) General. Except as otherwise provided in this Section 13.04, all costs and
expenses incurred in connection with this Agreement shall be paid by the party incurring such cost or expense.

(b) Termination Fee.

(i) If (A) this Agreement is terminated by Parent pursuant to Section 12.01(c)(i) or Section 12.01(c)(iii),
(B) prior to such termination, an Acquisition Proposal shall have been publicly announced or otherwise
communicated to the Company Board or the Company’s shareholders (provided for the purposes of this clause,
each reference to “25%” in the definition of “Acquisition Proposal” shall be deemed to be a reference to
“50%”), and (C) within twelve months of the date of such termination, the Company or any of its Subsidiaries
enters into a definitive agreement with respect to, or consummates, an Acquisition Proposal, or

(ii) if this Agreement is terminated by Parent pursuant to Section 12.01(c)(ii); provided that the breach
giving rise to such termination shall have been intentional,

then, in each case listed in clauses (i) and (ii) above, the Company shall pay to Parent in immediately
available funds $95 million minus all amounts reimbursed by the Company pursuant to Section 13.04(c) (the
“Termination Fee”), within one Business Day after such termination.

(c) Reimbursement. Upon any termination by Parent of this Agreement pursuant to Sections 12.01(c)(i),
(c)(ii) or (c)(iii) the Company shall reimburse Parent no later than two Business Days after submission of
reasonable documentation thereof, for 100% of their reasonable out-of-pocket fees and expenses (including
reasonable fees and expenses of their counsel) actually incurred by any of them in connection with this
Agreement and the transactions contemplated hereby (including, for the sake of clarity, those incurred in
connection with the negotiation and consideration thereof and the due diligence investigation of the Company
and its Subsidiaries).

(d) Other Costs and Expenses. The Company acknowledges that the agreements contained in this
Section 13.04 are an integral part of the transactions contemplated by this Agreement and that, without these
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agreements, Parent would not enter into this Agreement. Accordingly, if the Company fails promptly to pay
any amount due to Parent pursuant to this Section 13.04, it shall also pay any costs and expenses incurred by
Parent in connection with a legal action to enforce this Agreement that results in a judgment against the
Company for such amount, together with interest on the amount of any unpaid fee and/or expense at the
publicly announced prime rate of Citibank, N.A. from the date that fee was required to be paid to, but
excluding, the payment date.

(e) Exclusive Remedy. Any payment by any party under this Section 13.04 shall be the sole and
exclusive remedy of the other such party and its Subsidiaries for monetary damages against the other such
party and any of its Subsidiaries and their respective Representatives with respect to the termination or breach
giving rise to that payment. For the avoidance of doubt, any payment to be made by any party under this
Section 13.04 shall be payable only once to such other party with respect to this Section 13.04 and not in
duplication even though such payment may be payable under one or more provisions hereof.

SECTION 13.05. Investment Agreement. (a) The Investment Agreement shall continue in full force and
effect except that for the period commencing on the date hereof and ending on the date of the termination of
this Agreement, the following provisions shall not be operative: Sections 8.01, 8.02, 8.03, 8.04, 8.05, 8.06,
8.07, 8.08, 8.09, 8.10, 8.13, 9.01, 9.02, 9.03, 9.04, 12.01, 12.02, 13.04, 13.10, 13.14, and 13.15. In addition, to
the extent any provision of the Investment Agreement conflicts or is inconsistent with any provision of this
Agreement, this Agreement shall control. All such sections referred to in the first sentence shall become
operative again according to their terms immediately upon the termination of this Agreement for any reason
and the Investment Agreement in its entirety shall continue in full force and effect upon and after any
termination of this Agreement for any reason provided that until the termination of the Agreement Period (as
defined in the Voting Agreement) Parent shall have no obligation under Section 814(a) of the Investment
Agreement.

(b) The Investment Agreement in its entirety shall terminate only upon the Exchange Effective Time, and
such termination shall be without liability of either party thereto (or any shareholder, director, officer,
employee, agent, consultant, or representative of such party) to the other party thereto, and Parent and the
Company shall have no obligations thereunder (including, without limitation, under Article 9 thereof), except
with respect to breaches thereof preceding the Exchange Effective Time, taking into account the immediately
preceding sentence.

SECTION 13.06. Disclosure Schedule References. The parties hereto agree that any reference in a
particular Section of either the Company Disclosure Schedule or the Parent Disclosure Schedule shall only be
deemed to be an exception to (or, as applicable, a disclosure for purposes of) (i) the representations and
warranties (or covenants, as applicable) of the relevant party that are contained in the corresponding Section of
this Agreement and (ii) any other representations and warranties of such party that is contained in this
Agreement, but only if the relevance of that reference as an exception to (or a disclosure for purposes of) such
representations and warranties would be readily apparent to a reasonable person who has read that reference
and such representations and warranties, without any independent knowledge on the part of the reader
regarding the matter(s) so disclosed.

SECTION 13.07. Binding Effect; Benefit; Assignment. (a) The provisions of this Agreement shall be
binding upon and shall inure to the benefit of the parties hereto and their respective successors and assigns.
Except as provided in Section 9.01 only, no provision of this Agreement is intended to confer any rights,
benefits, remedies, obligations or liabilities hereunder upon any Person other than the parties hereto and their
respective successors and assigns.

(b) No party may assign, delegate or otherwise transfer any of its rights or obligations under this
Agreement without the prior written consent of each other party hereto, except that Parent may transfer or
assign its rights and obligations under this Agreement, in whole or from time to time in part, to one or more
of its Affiliates at any time; provided that such transfer or assignment shall not relieve Parent of its obligations
under this Agreement or prejudice the rights of stockholders to receive payment for Shares exchanged for
pursuant to the Share Exchange.
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SECTION 13.08. Governing Law. This Agreement shall be governed by and construed in accordance
with the law of the Commonwealth of Pennsylvania, without regard to the conflicts of law rules of such state.

SECTION 13.09. Jurisdiction. The parties hereto agree that any suit, action or proceeding seeking to
enforce any provision of, or based on any matter arising out of or in connection with, this Agreement or the
transactions contemplated hereby shall be brought in the United States District Court for the Southern District
of New York or any New York State court sitting in New York City, so long as one of such courts shall have
subject matter jurisdiction over such suit, action or proceeding, and that any cause of action arising out of this
Agreement shall be deemed to have arisen from a transaction of business in the State of New York, and each
of the parties hereby irrevocably consents to the jurisdiction of such courts (and of the appropriate appellate
courts therefrom) in any such suit, action or proceeding and irrevocably waives, to the fullest extent permitted
by law, any objection that it may now or hereafter have to the laying of the venue of any such suit, action or
proceeding in any such court or that any such suit, action or proceeding brought in any such court has been
brought in an inconvenient forum. Process in any such suit, action or proceeding may be served on any party
anywhere in the world, whether within or without the jurisdiction of any such court. Without limiting the
foregoing, each party agrees that service of process on such party as provided in Section 13.01 shall be
deemed effective service of process on such party.

SECTION 13.10. WAIVER OF JURY TRIAL. EACH OF THE PARTIES HERETO HEREBY IRREVO-
CABLY WAIVES ANY AND ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL PROCEEDING ARISING
OUT OF OR RELATED TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY.

SECTION 13.11. Counterparts; Effectiveness. This Agreement may be signed in any number of counter-
parts, each of which shall be an original, with the same effect as if the signatures thereto and hereto were
upon the same instrument. This Agreement shall become effective when each party hereto shall have received
a counterpart hereof signed by all of the other parties hereto. Until and unless each party has received a
counterpart hereof signed by the other party hereto, this Agreement shall have no effect and no party shall
have any right or obligation hereunder (whether by virtue of any other oral or written agreement or other
communication).

SECTION 13.12. Entire Agreement. This Agreement and the Confidentiality Agreement constitute the
entire agreement between the parties with respect to the subject matter of this Agreement and supersedes all
prior agreements and understandings, both oral and written, between the parties with respect to the subject
matter of this Agreement.

SECTION 13.13. Severability. If any term, provision, covenant or restriction of this Agreement is held
by a court of competent jurisdiction or other Governmental Authority to be invalid, void or unenforceable, the
remainder of the terms, provisions, covenants and restrictions of this Agreement shall remain in full force and
effect and shall in no way be affected, impaired or invalidated so long as the economic or legal substance of
the transactions contemplated hereby is not affected in any manner materially adverse to any party. Upon such
a determination, the parties shall negotiate in good faith to modify this Agreement so as to effect the original
intent of the parties as closely as possible in an acceptable manner in order that the transactions contemplated
hereby be consummated as originally contemplated to the fullest extent possible.

SECTION 13.14. Specific Performance. The parties hereto agree that irreparable damage would occur if
any provision of this Agreement were not performed in accordance with the terms hereof and that the parties
shall be entitled to an injunction or injunctions to prevent breaches of this Agreement or to enforce specifically
the performance of the terms and provisions hereof in any federal court located in the United States District
Court for the Southern District of New York or any New York State court sitting in New York City, in addition
to any other remedy to which they are entitled at law or in equity.

[The remainder of this page has been intentionally left blank; the next
page is the signature page.]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed by their
respective authorized officers as of the date set forth on the cover page of this Agreement.

SOVEREIGN BANCORP, INC.

By:

Name:
Title:

BANCO SANTANDER, S.A.

By:

Name:
Title:
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ANNEX B

RESTATED SHAREHOLDER AGREEMENT

RESTATED SHAREHOLDER AGREEMENT dated as of November 21, 2008 and effective as of
October 13, 2008 (the “Agreement”) between Banco Santander S.A., a Spanish sociedad anónima (“Parent”),
and each of the individuals or entities listed on a signature page hereto (each, a “Shareholder”).

WHEREAS, in order to induce Parent to enter into the Transaction Agreement (the “Transaction
Agreement”), dated as of October 13, 2008 (“Effective Date”), with Sovereign Bancorp, Inc., a Pennsylvania
corporation (the “Company”), Parent has requested the Shareholders, and each Shareholder has agreed, to
enter into this Agreement with respect to all shares of common stock, no par value per share, of the Company
that such Shareholder beneficially owns (the “Shares”).

WHEREAS, Parent and the Shareholders hereby amend and restate the original Shareholder Agreement,
dated the Effective Date (the “Original Agreement”), to provide for certain technical corrections thereto.

NOW, THEREFORE, the parties hereto agree as follows:

ARTICLE 1

VOTING AGREEMENT

SECTION 1.01. Voting Agreement. Each Shareholder hereby agrees to vote (or cause to be voted) or
exercise its right to consent (or cause its right to consent to be exercised) with respect to all Shares
beneficially owned by such Shareholder that such Shareholder is entitled to vote at the time of any vote or
action by written consent to approve and adopt the Transaction Agreement, the Reincorporation Merger, the
Share Exchange and all agreements related to the Reincorporation Merger and the Share Exchange
(collectively, the “Transactions”), at any meeting and at any adjournment thereof, at which such Transaction
Agreement and other related agreements (or any amended version thereof) are submitted for the consideration
and vote of the shareholders of the Company. Each Shareholder hereby agrees that it will not vote any Shares
in favor of, or consent to, and will vote against and not consent to, the approval of any (i) Acquisition
Proposal, (ii) reorganization, recapitalization, liquidation or winding-up of the Company or any other
extraordinary transaction involving the Company, or (iii) corporate action the consummation of which would
in any respect frustrate the purposes, or prevent or delay, hinder, interfere with or adversely affect in any
respect the consummation, of the transactions contemplated by the Transaction Agreement.

SECTION 1.02 Irrevocable Proxy. Each Shareholder hereby revokes any and all previous proxies granted
with respect to the Shares. By entering into this Agreement, to the maximum extent permitted by applicable
law, each Shareholder hereby grants a proxy appointing Parent as such Shareholder’s attorney-in-fact and
proxy, with full power of substitution, for and in such Shareholder’s name, to vote, express consent or dissent,
or otherwise to utilize such voting power in the manner contemplated by Section 1.01 above as Parent or its
proxy or substitute shall, in Parent’s sole discretion, deem proper with respect to the Shares. The proxy granted
by each Shareholder pursuant to this Article 1 is irrevocable, is coupled with an interest and is granted in
consideration of Parent entering into this Agreement and the Transaction Agreement and incurring certain
related fees and expenses. The proxy granted by each Shareholder shall be revoked only (i) upon the
termination of this Agreement in accordance with its terms or (ii) with respect to Shares that are sold,
assigned, transferred or otherwise disposed of following the Record Date in accordance with the terms of this
Agreement, upon such sale, assignment, transfer or other disposition; provided that such revocation shall only
be effective with respect to matters for which the relevant record date is the date of, or any date following,
such sale, assignment, transfer or other disposition.
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ARTICLE 2

REPRESENTATIONS AND WARRANTIES OF SHAREHOLDERS

Each Shareholder, severally but not jointly as to any other Shareholder, represents and warrants to Parent
(it being expressly understood that the representations and warranties contained in this Agreement shall be
made only as of the Effective Date):

SECTION 2.01. Corporation Authorization. If such Shareholder is not an individual, the execution,
delivery and performance by such Shareholder of this Agreement and the consummation by such Shareholder
of the transactions contemplated hereby are within the corporate, limited liability company, partnership or trust
powers of such Shareholder and have been duly authorized by all necessary action. This Agreement constitutes
a valid and binding Agreement of such Shareholder. If such Shareholder is married and the Shares set forth on
the signature page hereto opposite such Shareholder’s name constitute community property under applicable
laws, this Agreement has been duly authorized, executed and delivered by, and constitutes the valid and
binding agreement of, such Shareholder’s spouse. If this Agreement is being executed in a representative or
fiduciary capacity, the Person signing this Agreement has full power and authority to enter into and perform
this Agreement.

SECTION 2.02. Non-Contravention. The execution, delivery and performance by such Shareholder of
this agreement and the consummation of the transactions contemplated hereby do not and will not (i) if such
Shareholder is not an individual, violate the certificate of incorporation or bylaws of or similar organizational
documents of such Shareholder, (ii) violate any applicable law, rule, regulation, judgment, injunction, order or
decree, (iii) except as contemplated by the Investment Arrangements and the Settlement Agreement, require
any consent or other action by any Person under, constitute a default under, or give rise to any right of
termination, cancellation or acceleration or to a loss of any benefit to which such Shareholder is entitled under
any provision of any agreement or other instrument binding on such Shareholder or (iv) result in the
imposition of any Lien on any asset of such Shareholder. For purposes of this Agreement, the term
“Investment Arrangements” means the agreements and other documentation pursuant to which any
Shareholder beneficially owns Shares, including any applicable investment agreements, managed account
agreements and limited partnership agreements. For purposes of this Agreement, the term “Settlement
Agreement” means the Settlement Agreement, dated as of March 22, 2006, by and among Relational
Holdings, LLC, Relational Investors LLC, Ralph V. Whitworth, David H. Batchelder, certain investment
partnerships identified on Annex A thereto and Sovereign Bancorp, Inc.

SECTION 2.03. Ownership of Shares. Except as contemplated by the Investment Arrangements and the
Settlement Agreement, such Shareholder is the beneficial owner of the Shares, free and clear of any Lien and
any other limitation or restriction (including any restriction on the right to vote or otherwise dispose of the
Shares). Except as contemplated by the Investment Arrangements, the Settlement Agreement and this
Agreement, none of the Shares is subject to any voting trust, proxy or other agreement or arrangement with
respect to the voting of such Shares. Prior to June 30, 2009, the number of Shares subject to any voting trust,
proxy or other agreement or arrangement with respect to the voting of such Shares or subject to any obligation
to sell (including short sell), assign, transfer, encumber or otherwise dispose of under the Investment
Arrangements does not exceed 6,489,050.

SECTION 2.04. Reliance. Such Shareholder understands and acknowledges that Parent is entering into
the Transaction Agreement in reliance upon such Shareholder’s execution, delivery and performance of this
Agreement.

SECTION 2.05. Total Shares. Except for the Shares set forth on the signature page hereto, as of the date
of this Agreement such Shareholder does not beneficially own any (i) shares of capital stock or voting
securities of the Company, (ii) securities of the Company convertible into or exchangeable for shares of capital
stock or voting securities of the Company or (iii) options or other rights to acquire from the Company any
capital stock, voting securities or securities convertible into or exchangeable for capital stock or voting
securities of the Company.
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SECTION 2.06. Finder’s Fees. No investment banker, broker, finder or other intermediary is entitled to a
fee or commission from Parent or the Company in respect of this Agreement by reason of any arrangement or
agreement made by such Shareholder.

ARTICLE 3

REPRESENTATIONS AND WARRANTIES OF PARENT

Parent represents and warrants to each Shareholder:

SECTION 3.01. Corporation Authorization. The execution, delivery and performance by Parent of this
Agreement and the consummation by Parent of the transactions contemplated hereby are within the corporate
(or similar) powers of Parent and have been duly authorized by all necessary corporate (or similar) action.
This Agreement constitutes a valid and binding agreement of Parent.

ARTICLE 4

COVENANTS OF SHAREHOLDERS

Shareholder hereby covenants and agrees that:

SECTION 4.01. No Transfer of, Proxies for, or Encumbrances on, Shares. (a) Except pursuant to the
terms of this Agreement or as required by the Investment Arrangements, no Shareholder shall (nor permit any
person under such Shareholder’s control to), without the prior written consent of Parent, directly or indirectly,
(i) grant any proxies or enter into any voting trust or other agreement or arrangement with respect to the
voting of any Shares or (ii) sell (including short sell), assign, transfer, encumber or otherwise dispose of, or
enter into any contract (including any hedging or derivative agreement or other similar agreement), option or
other arrangement (including any profit sharing arrangement) or understanding with respect to the direct or
indirect sale (including short sale), assignment, transfer, encumbrance or other disposition of, any Shares, in
each case on or prior to the earlier of the day following the Record Date and June 30, 2009 (the “Sale Release
Date”). On and after the Sale Release Date, no such sale, assignment, transfer, encumbrance, disposition,
entering into of any contract, option or other arrangement or understanding with respect to the direct or
indirect sale, assignment, transfer, encumbrance or other disposition of any Shares shall be made by any
Shareholder other than in (x) open market sales not exceeding in any one trading day 20% of the Company’s
average daily volume for the previous 30 trading days, or (y) privately negotiated sales, provided that the
transferee immediately following any such transaction would not, together with such transferee’s Affiliates,
beneficially own in the aggregate 2% or more of the Company’s outstanding voting securities. For purposes
hereof, the term “Record Date” shall mean the first record date established by the board of directors of the
Company (with the approval and consent of at least one director designated by Parent) for the meeting of the
Company’s shareholders contemplated by Section 10.02 of the Transaction Agreement (the “Record Date”).

(b) For the avoidance of doubt, Parent hereby agrees and confirms that following the Sale Release Date,
each Shareholder may take any action referenced in clause (ii) of Section 4.01(a) with respect to any or all of
the Shares, and that upon and to the extent of such sale, assignment, transfer, encumbrance, or other
disposition, the Shares so sold, assigned, transferred, encumbered or disposed of shall no longer be subject to
the terms of this Agreement, except (i) to the extent expressly agreed by the Person to whom the Shares are so
sold, assigned, transferred or disposed of or for whose benefit the encumbrance arises and (ii) to the extent of
the irrevocable proxy granted by each Shareholder pursuant to the terms and conditions of Section 1.02. Parent
acknowledges that, pursuant to the Investment Arrangements, the Shareholders may be required to transfer to
clients, or may, upon the termination of an investment advisory relationship or otherwise, dispose or fail to
retain, beneficial ownership of Shares. Notwithstanding the foregoing, each Shareholder will use reasonable
best efforts to cause retain through the Sale Release Date ownership, custody and/or control of all of the
Shares and, to the extent necessary, to influence any other Person having voting authority over any of the
Shares to exercise that authority in a manner consistent with this agreement. Subject to the next sentence of
this paragraph, any such loss of beneficial ownership of Shares pursuant to the Investment Arrangements shall
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not be a breach of this Section 4.01, and upon and to the extent of such transfer or other disposition of
beneficial ownership, such Shares shall no longer be subject to the terms of this Agreement. Notwithstanding
anything in this Agreement to the contrary, the Shareholders shall ensure that, in the aggregate, they
beneficially own at least 52,500,000 Shares on the Record Date; provided that the Record Date occurs on or
before June 30, 2009.

SECTION 4.02. Other Offers. Subject to Section 5.01, each Shareholder shall not, directly or indirectly,
(i) take any action to solicit or initiate any Acquisition Proposal or (ii) engage in negotiations with, or disclose
any nonpublic information relating to the Company or any of its Subsidiaries or afford access to the properties,
books or records of, or relating to, the Company or any of its Subsidiaries to, any Person that may be
considering making, or has made, an Acquisition Proposal or has agreed, or may be considering whether to
agree, to endorse an Acquisition Proposal. Each Shareholder will promptly notify Parent after receipt of an
Acquisition Proposal or any indication that any Person is considering making an Acquisition Proposal or any
request for nonpublic information relating to the Company or any of its Subsidiaries or for access to the
properties, books or records of, or relating to, the Company or any of its Subsidiaries by any Person that may
be considering making, or has made, an Acquisition Proposal and will keep Parent fully informed of the status
and details of any such Acquisition Proposal, indication or request.

SECTION 4.03 Appraisal Rights. Each Shareholder agrees not to exercise any rights to demand appraisal
of any Shares which may arise with respect to any of the transactions contemplated by the Transaction
Agreement.

ARTICLE 5

MISCELLANEOUS

SECTION 5.01. Action in Shareholder Capacity Only. The parties acknowledge that this Agreement is
entered into by each Shareholder solely in his or its capacity as the beneficial owner of the Shares beneficially
owned by him or it, and nothing in this Agreement shall in any way restrict or limit any action taken or to be
taken (or failure to act) by such Shareholder or such Shareholder’s principals or other controlling persons, as
applicable, in any capacity as a director or officer of the Company and the taking of any actions (or failure to
act) by such Shareholder or such other Persons in any capacity as an officer or director of the Company will
not be deemed to constitute a breach of this Agreement, regardless of the circumstances related thereto.

SECTION 5.02 Documentation and Information. Each Shareholder consents to and authorizes the
publication and disclosure by Parent of such Shareholder’s identity and holding of Shares, the nature of such
Shareholder’s commitments, arrangements and understandings under this Agreement (including, for the
avoidance of doubt, the disclosure of this Agreement) and any other information that is required to be
disclosed by Applicable Law in any press release, the Company Proxy Statement (including all schedules and
documents filed with the SEC), or any other disclosure document or registration statement in connection with
the Reincorporation Merger, the Share Exchange and any transactions contemplated by the Transaction
Agreement; provided that each Shareholder is provided with a reasonable opportunity to review and comment
on any such disclosure. Each Shareholder agrees to promptly notify Parent of any required corrections with
respect to any information supplied by such Shareholder specifically for use in any such disclosure document,
if and to the extent that such Shareholder has knowledge that any such information shall have become false or
misleading in any material respect.

SECTION 5.03. Other Definitional and Interpretative Provisions. Unless specified otherwise, in this
Agreement the obligations of any party consisting of more than one person are joint and several. The words
“hereof”, “herein” and “hereunder” and words of like import used in this Agreement shall refer to this
Agreement as a whole and not to any particular provision of this Agreement. The captions herein are included
for convenience of reference only and shall be ignored in the construction or interpretation hereof. References
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to Articles and Sections are to Articles and Sections of this Agreement unless otherwise specified. Any
singular term in this Agreement shall be deemed to include the plural, and any plural term the singular.
Whenever the words “include”, “includes” or “including” are used in this Agreement, they shall be deemed to
be followed by the words “without limitation”, whether or not they are in fact followed by those words or
words of like import. “Writing”, “written” and comparable terms refer to printing, typing and other means of
reproducing words (including electronic media) in a visible form. References to any agreement or contract are
to that agreement or contract as amended, modified or supplemented from time to time in accordance with the
terms hereof and thereof.

SECTION 5.04. Amendments. Any provision of this Agreement may be amended or waived if, but only
if, such amendment or waiver is in writing and is signed, in the case of an amendment, by each party to this
Agreement or in the case of a waiver, by the party against whom the waiver is to be effective.

SECTION 5.05 Termination. (a) Subject to paragraph (b) of this Section 5.05, this Agreement shall
terminate upon the earlier of:

(i) the Exchange Effective Time;

(ii) the mutual consent of Parent and the Shareholders; and

(iii) the termination of the Transaction Agreement pursuant to its terms.

In addition, except as expressly stated to the contrary in this Agreement, the terms of this Agreement
shall not apply to any Shares that are sold, assigned, transferred, encumbered or disposed of on or following
the Sale Release Date in accordance with Section 4.01(a).

(b) Upon termination of this Agreement, the rights and obligations of all the parties will terminate and
become void without further action by any party except for the provisions of this Article 5, which will survive
such termination, and any provision of this Agreement which by its terms survives such termination.

SECTION 5.06. Expenses. All costs and expenses incurred in connection with this Agreement shall be
paid by the party incurring such cost or expense.

SECTION 5.07. Successors and Assigns; Third Party Beneficiaries. The provisions of this Agreement
shall be binding upon and inure to the benefit of the parties hereto and their respective successors and assigns;
provided that no party may assign, delegate or otherwise transfer any of its rights or obligations under this
Agreement without the consent of the other parties hereto, except that Parent may transfer or assign its rights
and obligations to any controlled Affiliate of Parent. For the avoidance of doubt, any sale, assignment, transfer,
encumbrance or disposition of Shares permitted by Section 4.01(a) shall not be regarded as an assignment of
this Agreement and no purchaser, assignee, transferee, pledge or recipient of such Shares shall be regarded as
a successor of any Shareholder under this Agreement or have any responsibility or be subject to any liability
under this Agreement. Nothing in this Agreement, express or implied, is intended to confer upon any Person
other than the parties hereto and their respective successors and assigns any rights or remedies under or by
reason of this Agreement.

SECTION 5.08. Governing Law. This Agreement shall be construed in accordance with and governed by
the laws of the Commonwealth of Pennsylvania, without regard to principles of conflicts of law.

SECTION 5.09. Consent To Jurisdiction; Jury Trial. (a) The parties hereto agree that any suit, action or
proceeding seeking to enforce any provision of, or based on any matter arising out of or in connection with,
this Agreement or the transactions contemplated hereby shall be brought in the United States District Court for
the Southern District of New York or any New York State court sitting in New York City, so long as one of
such courts shall have subject matter jurisdiction over such suit, action or proceeding, and that any cause of
action arising out of this Agreement shall be deemed to have arisen from a transaction of business in the State
of New York, and each of the parties hereby irrevocably consents to the jurisdiction of such courts (and of the
appropriate appellate courts therefrom) in any such suit, action or proceeding and irrevocably waives, to the
fullest extent permitted by law, any objection that it may now or hereafter have to the laying of the venue of
any such suit, action or proceeding in any such court or that any such suit, action or proceeding brought in
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any such court has been brought in an inconvenient forum. Process in any such suit, action or proceeding may
be served on any party anywhere in the world, whether within or without the jurisdiction of any such court.

(b) EACH OF THE PARTIES HERETO HEREBY IRREVOCABLY WAIVES ANY AND ALL RIGHT
TO TRIAL BY JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATED TO THIS
AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY.

SECTION 5.10. Counterparts; Effectiveness. This Agreement may be signed in any number of counter-
parts, each of which shall be an original, with the same effect as if the signatures thereto and hereto were
upon the same instrument. This Agreement shall become effective when each party hereto shall have received
counterparts hereof signed by all of the other parties hereto. Until and unless each party has received a
counterpart hereof signed by the other party hereto, this Agreement shall have no effect and no party shall
have any right or obligation hereunder (whether by virtue of any other oral or written agreement or other
communication).

SECTION 5.11. Severability. If any term, provision or covenant of this Agreement is held by a court of
competent jurisdiction or other authority to be invalid, void or unenforceable, the remainder of the terms,
provisions and covenants of this Agreement shall remain in full force and effect and shall in no way be
affected, impaired or invalidated.

SECTION 5.12. Specific Performance. The parties hereto agree that irreparable damage would occur in
the event any provision of this Agreement is not performed in accordance with the terms hereof and that the
parties shall be entitled to specific performance of the terms hereof in addition to any other remedy to which
they are entitled at law or in equity.

SECTION 5.13. No Ownership Interest. Nothing contained in this Agreement shall be deemed to vest in
Parent any direct or indirect ownership interest or incidence of ownership of or with respect to any Shares.
Except as otherwise provided in this Agreement, all rights, ownership and economic benefits relating to the
Shares shall remain vested in and belong to the Shareholders.

SECTION 5.14. Amendment and Restatement. This Agreement amends and restates, in its entirety, the
Original Agreement.

SECTION 5.15 Capitalized Terms; Other Terms.

(a) Capitalized terms used but not defined herein shall have the respective meanings set forth in the
Transaction Agreement.

(b) For purposes of this Agreement, a person shall be deemed to “beneficially own”any securities of
which such person is considered to be a “beneficial owner”under Rule 13d-3 under the Exchange Act.

[Next page is a signature page.]
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ANNEX C

745 Seventh Avenue
New York, NY 10019
United States

October 13, 2008

Board of Directors
Sovereign Bancorp, Inc.
1500 Market Street
Philadelphia, PA 19102

Members of the Board of Directors:

We understand that Sovereign Bancorp, Inc. (the “Company”) intends to enter into a transaction (the
“Proposed Transaction”) with Banco Santander, S.A. (“Parent”) pursuant to which (i) the Company will merge
with and into a wholly owned subsidiary of the Company (“Company Sub”), and each share of common stock
of the Company (the “Company Common Stock”), other than shares to be cancelled pursuant to the Agreement
referred to below, will be converted into a share of common stock of Company Sub, and (ii) immediately
following such merger, Company Sub, as the surviving corporation in such merger, will become a wholly
owned subsidiary of Parent pursuant to a statutory share exchange in which Parent will become the holder of
all outstanding common stock of Company Sub and each share of Company Sub common stock (other than
shares to be cancelled pursuant to the Agreement referred to below) will be exchanged for the right to receive
0.2924 (the “Exchange Ratio”) ordinary shares, 50 euro-cents nominal value, of Parent (“Parent Ordinary
Shares”), which Parent Ordinary Shares will be delivered in the form of American depository receipts. The
terms and conditions of the Proposed Transaction are set forth in more detail in the Transaction Agreement,
dated as of October 13, 2008, between the Company and Parent (the “Agreement”). In addition, we understand
that as an inducement to and condition to Parent’s willingness to enter into the Agreement, certain
shareholders of the Company will enter into a Stockholders Agreement simultaneously with the execution of
this Agreement (the “Voting Agreement”) whereby, among other things, such shareholders will agree, upon the
terms and subject to the conditions set forth therein, to support any and all corporate action necessary to
consummate the Proposed Transaction. We further understand that, as of the date hereof, Parent beneficially
owns 161,630,644 shares of the Company Common Stock, which represent approximately 24.4% of the
outstanding Company Common Stock. Parent and the Company are subject to an Investment Agreement, dated
as of October 24, 2005 (as amended, the “Investment Agreement”), which contains, among other provisions,
provisions restricting the Company’s ability to encourage, facilitate or negotiate with respect to acquisition
proposals by third parties and providing Parent with certain “first look and last look rights” to negotiate
exclusively with the Company in the event of an unsolicited acquisition proposal for the Company and to
require the Company to approve any Parent proposal that is at least as favorable as a third party proposal
supported by the Company (the “First and Last Look Rights”).

We have been requested by the Board of Directors of the Company to render our opinion with respect to
the fairness, from a financial point of view, to the Company’s stockholders (other than Parent or its affiliates)
of the Exchange Ratio to be offered to such stockholders in the Proposed Transaction under the circumstances
applicable to the Company as of the date hereof. We have not been requested to opine as to, and our opinion
does not in any manner address, the Company’s underlying business decision to proceed with or effect the
Proposed Transaction. In addition, we express no opinion on, and our opinion does not in any manner address,
the fairness of the amount or the nature of any compensation to any officers, directors or employees of any
parties to the Proposed Transaction, or any class of such persons, relative to the consideration to be offered to
the stockholders of the Company in the Proposed Transaction. In addition, we express no opinion as to the
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prices at which (i) shares of Company Common Stock or Parent Ordinary Shares will trade at any time
following the announcement of the Proposed Transaction or (ii) Parent Ordinary Shares will trade at
any time following the consummation of the Proposed Transaction.

In arriving at our opinion, we reviewed and analyzed: (1) the Agreement and the specific terms of the
Proposed Transaction, (2) the Voting Agreement, (3) the Investment Agreement, (4) publicly available
information concerning the Company that we believe to be relevant to our analysis, including the Annual
Report on Form 10-K for the fiscal year ended December 31, 2007 and Quarterly Reports on Form 10-Q for
the fiscal quarters ended March 31, 2008 and June 30, 2008, (5) preliminary financial results of the Company
for the fiscal quarter ended September 30, 2008, (6) publicly available information concerning Parent that we
believe to be relevant to our analysis, including the Annual Report on Form 20-F for the fiscal year ended
December 31, 2007 and interim reports on Form 6-K with respect to the quarters ended March 31, 2008 and
June 30, 2008, (7) financial and operating information with respect to the business, operations and prospects
of the Company furnished to us by the Company, including financial projections of the Company prepared by
management of the Company, (8) an assessment of the (i) current book value and the tangible book value of
the Company prepared by the management of the Company and (ii) current book value and the tangible book
value of the Company prepared by the management of Parent, (9) trading histories of the Company Common
Stock and the Parent Ordinary Shares from October 10, 2005 to October 10, 2008 and a comparison of those
trading histories with those of other companies that we deemed relevant, (10) a comparison of the historical
financial results and present financial condition of Parent with those of other companies that we deemed
relevant, and (11) published estimates of independent research analysts with respect to the future financial
performance of Parent. In addition, we have had discussions with the management of the Company and Parent
concerning their respective businesses, operations, assets, liabilities, financial conditions and prospects and
have undertaken such other studies, analyses and investigations as we deemed appropriate.

In arriving at our opinion, we have assumed and relied upon the accuracy and completeness of the
financial and other information used by us without any independent verification of such information and have
further relied upon the assurances of management of the Company that they are not aware of any facts or
circumstances that would make such information inaccurate or misleading. With respect to the financial
projections of the Company, upon advice of the Company, we have assumed that such projections have been
reasonably prepared on a basis reflecting the best currently available estimates and judgments of the
management of the Company as to the future financial performance of the Company. We have not been
provided with, and did not have any access to, financial projections of Parent prepared by management of
Parent and, with the Company’s consent, we have relied on published estimates of third party research analysts
with respect to Parent’s future financial performance. Accordingly, with the Company’s consent, we have
assumed that the published estimates of third party research analysts are a reasonable basis upon which to
evaluate the future financial performance of Parent and that Parent will perform substantially in accordance
with such estimates. We assume no responsibility for and we express no view as to any such projections or
estimates with respect to the Company or the assumptions on which they are based. In arriving at our opinion,
we have not conducted a physical inspection of the properties and facilities of the Company or Parent and
have not made or obtained any evaluations or appraisals of the assets or liabilities of the Company or Parent.
Our opinion necessarily is based upon market, economic and other conditions as they exist on, and can be
evaluated as of, the date of this letter. We assume no responsibility for updating or revising our opinion based
on events or circumstances that may occur after the date of this letter.
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We note the unprecedented global market conditions impacting financial institutions, including the severe
consequences that result from a deterioration in consumer and investor confidence. In addition, we have
assumed, based on our discussions with the Company’s management and your other advisors, the following
facts relating to the Company’s liquidity and business prospects as of the date hereof:

• As a result of general market conditions and matters specific to the Company’s condition (financial and
otherwise), the Company currently is having difficulty accessing the capital markets, and this difficulty
is expected to continue for the foreseeable future.

• The Company has recently experienced intermittent but significant deposit outflows that have reduced
its cash available to fund its future operations. The Company has concluded that, in light of volatile
market conditions and recent experiences of the Company’s industry peers, there is a significant risk
that such deposit outflows could recur and intensify at any time. There is substantial uncertainty as to
whether the collateral available to obtain loans from the Federal Home Loan Bank and the Federal
Reserve discount window will continue to be sufficient to meet the Company’s future liquidity needs.

• Neither the Federal Reserve nor the Office of Thrift Supervision has offered any financial assistance to
the Company on a stand-alone basis other than the Federal Home Loan Bank and Federal Reserve
borrowings referred to above, and the Company does not expect that any such financial assistance,
including any equity investment by any bank regulatory authority, will be available in the future.

In addition, we have assumed that (i) there is a likelihood that bank regulatory authorities could conclude
that the Company has insufficient capital to withstand future adverse market conditions and such adverse
developments could lead to an adverse action by applicable bank regulatory authorities, which could include
possible receivership of the Company’s bank subsidiaries, and (ii) in the event of a receivership of the
Company’s bank subsidiaries, the Company would likely be required to seek protection from creditors under
federal bankruptcy laws.

We have also assumed, based on information received from the Company regarding the Company’s
business, assets and liabilities, and without independent verification, that the holders of the Company Common
Stock would likely receive no value in the event of a bankruptcy of the Company.

In light of the restrictions contained in the Investment Agreement, including the First and Last Look
Rights, we have assumed, upon the advice of the Company, that no alternative purchase transaction is
reasonably available to the Company. In addition, you have not authorized us to solicit, and we have not
solicited, any indications of interest from any third party with respect to the purchase of all or a part of the
Company.

In determining the meaning of “fairness” for purposes of this opinion, we have taken into account the
foregoing facts and assumptions, as well as the substantial existing equity stake of Parent in the Company and
the limited alternatives available to the Company in light of, among other things, the restrictions contained in
the Investment Agreement, including the First and Last Look Rights.

Based upon and subject to the foregoing, we are of the opinion as of the date hereof that, from a financial
point of view, the Exchange Ratio to be offered to stockholders of the Company is fair to such stockholders
(other than Parent or its affiliates, as to which we express no opinion) under the circumstances applicable to
the Company as of the date hereof.
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We have acted as financial advisor to the Company in connection with the Proposed Transaction and will
receive fees for our services, a portion of which is payable upon the execution of a definitive agreement with
respect to the Proposed Transaction and a substantial portion of which is contingent upon the consummation
of the Proposed Transaction. In addition, the Company has agreed to reimburse our reasonable expenses and
indemnify us for certain liabilities that may arise out of our engagement. We and our affiliates have performed
various investment banking and financial services for Parent and its affiliates in the past, and expect to
perform such services in the future, and have received, and expect to receive, customary fees for such services.
Specifically, in the past two years, we and our affiliates have acted as book-runner on certain of Parent’s
medium-term notes programs. In the ordinary course of our business, we actively trade in the securities of the
Company and Parent and certain of their respective subsidiaries for our own account and for the accounts of
our customers and, accordingly, may at any time hold a long or short position in such securities.

This opinion, the issuance of which has been approved by our Fairness Opinion Committee, is for the use
and benefit of the Board of Directors of the Company and is rendered to the Board of Directors in connection
with its consideration of the Proposed Transaction. This opinion is not intended to be and does not constitute a
recommendation to any stockholder of the Company as to how such stockholder should vote with respect to
the Proposed Transaction.

Very truly yours,

BARCLAYS CAPITAL INC.
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ANNEX D

15 Pa.C.S.A. §§ 1571 — 1580

Part II. Corporations

Subpart B. Business Corporations

Article B. Domestic Business Corporations Generally

Chapter 15. Corporate Powers, Duties and Safeguards

Subchapter D. Dissenters Rights

§1571. Application and effect of subchapter

(a) General rule. — Except as otherwise provided in subsection (b), any shareholder (as defined in
section 1572 (relating to definitions)) of a business corporation shall have the right to dissent from, and to
obtain payment of the fair value of his shares in the event of, any corporate action, or to otherwise obtain fair
value for his shares, only where this part expressly provides that a shareholder shall have the rights and
remedies provided in this subchapter. See:

Section 1906(c) (relating to dissenters rights upon special treatment).

Section 1930 (relating to dissenters rights).

Section 1931(d) (relating to dissenters rights in share exchanges).

Section 1932(c) (relating to dissenters rights in asset transfers).

Section 1952(d) (relating to dissenters rights in division).

Section 1962(c) (relating to dissenters rights in conversion).

Section 2104(b) (relating to procedure).

Section 2324 (relating to corporation option where a restriction on transfer of a security is held
invalid).

Section 2325(b) (relating to minimum vote requirement).

Section 2704(c) (relating to dissenters rights upon election).

Section 2705(d) (relating to dissenters rights upon renewal of election).

Section 2904(b) (relating to procedure).

Section 2907(a) (relating to proceedings to terminate breach of qualifying conditions).

Section 7104(b)(3) (relating to procedure).

(b) Exceptions. —

(1) Except as otherwise provided in paragraph (2), the holders of the shares of any class or series of
shares shall not have the right to dissent and obtain payment of the fair value of the shares under this
subchapter if, on the record date fixed to determine the shareholders entitled to notice of and to vote at the
meeting at which a plan specified in any of section 1930, 1931(d), 1932(c) or 1952(d) is to be voted on or on
the date of the first public announcement that such a plan has been approved by the shareholders by consent
without a meeting, the shares are either:

(i) listed on a national securities exchange or designated as a national market system security on an
interdealer quotation system by the National Association of Securities Dealers, Inc.; or

(ii) held beneficially or of record by more than 2,000 persons.
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(2) Paragraph (1) shall not apply to and dissenters rights shall be available without regard to the
exception provided in that paragraph in the case of:

(i) (Repealed.)

(ii) Shares of any preferred or special class or series unless the articles, the plan or the terms of the
transaction entitle all shareholders of the class or series to vote thereon and require for the adoption of
the plan or the effectuation of the transaction the affirmative vote of a majority of the votes cast by all
shareholders of the class or series.

(iii) Shares entitled to dissenters rights under section 1906(c) (relating to dissenters rights upon
special treatment).

(3) The shareholders of a corporation that acquires by purchase, lease, exchange or other disposition all
or substantially all of the shares, property or assets of another corporation by the issuance of shares,
obligations or otherwise, with or without assuming the liabilities of the other corporation and with or without
the intervention of another corporation or other person, shall not be entitled to the rights and remedies of
dissenting shareholders provided in this subchapter regardless of the fact, if it be the case, that the acquisition
was accomplished by the issuance of voting shares of the corporation to be outstanding immediately after the
acquisition sufficient to elect a majority or more of the directors of the corporation.

(c) Grant of optional dissenters rights. — The bylaws or a resolution of the board of directors may direct
that all or a part of the shareholders shall have dissenters rights in connection with any corporate action or
other transaction that would otherwise not entitle such shareholders to dissenters rights.

(d) Notice of dissenters rights. — Unless otherwise provided by statute, if a proposed corporate action
that would give rise to dissenters rights under this subpart is submitted to a vote at a meeting of shareholders,
there shall be included in or enclosed with the notice of meeting:

(1) a statement of the proposed action and a statement that the shareholders have a right to dissent
and obtain payment of the fair value of their shares by complying with the terms of this subchapter; and

(2) a copy of this subchapter.

(e) Other statutes. — The procedures of this subchapter shall also be applicable to any transaction
described in any statute other than this part that makes reference to this subchapter for the purpose of granting
dissenters rights.

(f) Certain provisions of articles ineffective. — This subchapter may not be relaxed by any provision of
the articles.

(g) Computation of beneficial ownership. — For purposes of subsection (b)(1)(ii), shares that are held
beneficially as joint tenants, tenants by the entireties, tenants in common or in trust by two or more persons,
as fiduciaries or otherwise, shall be deemed to be held beneficially by one person.

(h) Cross references. — See sections 1105 (relating to restriction on equitable relief), 1904 (relating to de
facto transaction doctrine abolished), 1763(c) (relating to determination of shareholders of record) and 2512
(relating to dissenters rights procedure).

Δ§1572. Definitions

The following words and phrases when used in this subchapter shall have the meanings given to them in
this section unless the context clearly indicates otherwise:

“Corporation.” The issuer of the shares held or owned by the dissenter before the corporate action
or the successor by merger, consolidation, division, conversion or otherwise of that issuer. A plan of
division may designate which one or more of the resulting corporations is the successor corporation for
the purposes of this subchapter. The designated successor corporation or corporations in a division shall
have sole responsibility for payments to dissenters and other liabilities under this subchapter except as
otherwise provided in the plan of division.
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“Dissenter.” A shareholder who is entitled to and does assert dissenters rights under this subchapter
and who has performed every act required up to the time involved for the assertion of those rights.

“Fair value.” The fair value of shares immediately before the effectuation of the corporate action
to which the dissenter objects, taking into account all relevant factors, but excluding any appreciation or
depreciation in anticipation of the corporate action.

“Interest.” Interest from the effective date of the corporate action until the date of payment at such
rate as is fair and equitable under all the circumstances, taking into account all relevant factors, including
the average rate currently paid by the corporation on its principal bank loans.

“Shareholder.” A shareholder as defined in section 1103 (relating to definitions) or an ultimate
beneficial owner of shares, including, without limitation, a holder of depository receipts, where the
beneficial interest owned includes an interest in the assets of the corporation upon dissolution.

Δ§1573. Record and beneficial holders and owners

(a) Record holders of shares. — A record holder of shares of a business corporation may assert dissenters
rights as to fewer than all of the shares registered in his name only if he dissents with respect to all the shares
of the same class or series beneficially owned by any one person and discloses the name and address of the
person or persons on whose behalf he dissents. In that event, his rights shall be determined as if the shares as
to which he has dissented and his other shares were registered in the names of different shareholders.

(b) Beneficial owners of shares. — A beneficial owner of shares of a business corporation who is not the
record holder may assert dissenters rights with respect to shares held on his behalf and shall be treated as a
dissenting shareholder under the terms of this subchapter if he submits to the corporation not later than the
time of the assertion of dissenters rights a written consent of the record holder. A beneficial owner may not
dissent with respect to some but less than all shares of the same class or series owned by the owner, whether
or not the shares so owned by him are registered in his name.

Δ§1574. Notice of intention to dissent

If the proposed corporate action is submitted to a vote at a meeting of shareholders of a business
corporation, any person who wishes to dissent and obtain payment of the fair value of his shares must file
with the corporation, prior to the vote, a written notice of intention to demand that he be paid the fair value
for his shares if the proposed action is effectuated, must effect no change in the beneficial ownership of his
shares from the date of such filing continuously through the effective date of the proposed action and must
refrain from voting his shares in approval of such action. A dissenter who fails in any respect shall not acquire
any right to payment of the fair value of his shares under this subchapter. Neither a proxy nor a vote against
the proposed corporate action shall constitute the written notice required by this section.

Δ§1575. Notice to demand payment

(a) General rule. — If the proposed corporate action is approved by the required vote at a meeting of
shareholders of a business corporation, the corporation shall mail a further notice to all dissenters who gave
due notice of intention to demand payment of the fair value of their shares and who refrained from voting in
favor of the proposed action. If the proposed corporate action is to be taken without a vote of shareholders, the
corporation shall send to all shareholders who are entitled to dissent and demand payment of the fair value of
their shares a notice of the adoption of the plan or other corporate action. In either case, the notice shall:

(1) State where and when a demand for payment must be sent and certificates for certificated shares
must be deposited in order to obtain payment.

(2) Inform holders of uncertificated shares to what extent transfer of shares will be restricted from
the time that demand for payment is received.
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(3) Supply a form for demanding payment that includes a request for certification of the date on
which the shareholder, or the person on whose behalf the shareholder dissents, acquired beneficial
ownership of the shares.

(4) Be accompanied by a copy of this subchapter.

(b) Time for receipt of demand for payment. — The time set for receipt of the demand and deposit of
certificated shares shall be not less than 30 days from the mailing of the notice.

Δ§1576. Failure to comply with notice to demand payment, etc.

(a) Effect of failure of shareholder to act. — A shareholder who fails to timely demand payment, or fails
(in the case of certificated shares) to timely deposit certificates, as required by a notice pursuant to section 1575
(relating to notice to demand payment) shall not have any right under this subchapter to receive payment of
the fair value of his shares.

(b) Restriction on uncertificated shares. — If the shares are not represented by certificates, the business
corporation may restrict their transfer from the time of receipt of demand for payment until effectuation of the
proposed corporate action or the release of restrictions under the terms of section 1577(a) (relating to failure
to effectuate corporate action).

(c) Rights retained by shareholder. — The dissenter shall retain all other rights of a shareholder until
those rights are modified by effectuation of the proposed corporate action.

Δ§1577. Release of restrictions or payment for shares

(a) Failure to effectuate corporate action. — Within 60 days after the date set for demanding payment
and depositing certificates, if the business corporation has not effectuated the proposed corporate action, it
shall return any certificates that have been deposited and release uncertificated shares from any transfer
restrictions imposed by reason of the demand for payment.

(b) Renewal of notice to demand payment. — When uncertificated shares have been released from
transfer restrictions and deposited certificates have been returned, the corporation may at any later time send a
new notice conforming to the requirements of section 1575 (relating to notice to demand payment), with like
effect.

(c) Payment of fair value of shares. — Promptly after effectuation of the proposed corporate action, or
upon timely receipt of demand for payment if the corporate action has already been effectuated, the
corporation shall either remit to dissenters who have made demand and (if their shares are certificated) have
deposited their certificates the amount that the corporation estimates to be the fair value of the shares, or give
written notice that no remittance under this section will be made. The remittance or notice shall be
accompanied by:

(1) The closing balance sheet and statement of income of the issuer of the shares held or owned by
the dissenter for a fiscal year ending not more than 16 months before the date of remittance or notice
together with the latest available interim financial statements.

(2) A statement of the corporation’s estimate of the fair value of the shares.

(3) A notice of the right of the dissenter to demand payment or supplemental payment, as the case
may be, accompanied by a copy of this subchapter.

(d) Failure to make payment. — If the corporation does not remit the amount of its estimate of the fair
value of the shares as provided by subsection (c), it shall return any certificates that have been deposited and
release uncertificated shares from any transfer restrictions imposed by reason of the demand for payment. The
corporation may make a notation on any such certificate or on the records of the corporation relating to any
such uncertificated shares that such demand has been made. If shares with respect to which notation has been
so made shall be transferred, each new certificate issued therefor or the records relating to any transferred
uncertificated shares shall bear a similar notation, together with the name of the original dissenting holder or
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owner of such shares. A transferee of such shares shall not acquire by such transfer any rights in the
corporation other than those that the original dissenter had after making demand for payment of their fair
value.

Δ§1578. Estimate by dissenter of fair value of shares

(a) General rule. — If the business corporation gives notice of its estimate of the fair value of the shares,
without remitting such amount, or remits payment of its estimate of the fair value of a dissenter’s shares as
permitted by section 1577(c) (relating to payment of fair value of shares) and the dissenter believes that the
amount stated or remitted is less than the fair value of his shares, he may send to the corporation his own
estimate of the fair value of the shares, which shall be deemed a demand for payment of the amount or the
deficiency.

(b) Effect of failure to file estimate. — Where the dissenter does not file his own estimate under
subsection (a) within 30 days after the mailing by the corporation of its remittance or notice, the dissenter
shall be entitled to no more than the amount stated in the notice or remitted to him by the corporation.

Δ§1579. Valuation proceedings generally

(a) General rule. — Within 60 days after the latest of:

(1) effectuation of the proposed corporate action;

(2) timely receipt of any demands for payment under section 1575 (relating to notice to demand
payment); or

(3) timely receipt of any estimates pursuant to section 1578 (relating to estimate by dissenter of fair
value of shares);

if any demands for payment remain unsettled, the business corporation may file in court an application for
relief requesting that the fair value of the shares be determined by the court.

(b) Mandatory joinder of dissenters. — All dissenters, wherever residing, whose demands have not been
settled shall be made parties to the proceeding as in an action against their shares. A copy of the application
shall be served on each such dissenter. If a dissenter is a nonresident, the copy may be served on him in the
manner provided or prescribed by or pursuant to 42 Pa.C.S. Ch. 53 (relating to bases of jurisdiction and
interstate and international procedure).

(c) Jurisdiction of the court. — The jurisdiction of the court shall be plenary and exclusive. The court
may appoint an appraiser to receive evidence and recommend a decision on the issue of fair value. The
appraiser shall have such power and authority as may be specified in the order of appointment or in any
amendment thereof.

(d) Measure of recovery. — Each dissenter who is made a party shall be entitled to recover the amount
by which the fair value of his shares is found to exceed the amount, if any, previously remitted, plus interest.

(e) Effect of corporation’s failure to file application. — If the corporation fails to file an application as
provided in subsection (a), any dissenter who made a demand and who has not already settled his claim
against the corporation may do so in the name of the corporation at any time within 30 days after the
expiration of the 60-day period. If a dissenter does not file an application within the 30-day period, each
dissenter entitled to file an application shall be paid the corporation’s estimate of the fair value of the shares
and no more, and may bring an action to recover any amount not previously remitted.

Δ§1580. Costs and expenses of valuation proceedings

(a) General rule. — The costs and expenses of any proceeding under section 1579 (relating to valuation
proceedings generally), including the reasonable compensation and expenses of the appraiser appointed by the
court, shall be determined by the court and assessed against the business corporation except that any part of
the costs and expenses may be apportioned and assessed as the court deems appropriate against all or some of
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the dissenters who are parties and whose action in demanding supplemental payment under section 1578
(relating to estimate by dissenter of fair value of shares) the court finds to be dilatory, obdurate, arbitrary,
vexatious or in bad faith.

(b) Assessment of counsel fees and expert fees where lack of good faith appears. — Fees and expenses of
counsel and of experts for the respective parties may be assessed as the court deems appropriate against the
corporation and in favor of any or all dissenters if the corporation failed to comply substantially with the
requirements of this subchapter and may be assessed against either the corporation or a dissenter, in favor of
any other party, if the court finds that the party against whom the fees and expenses are assessed acted in bad
faith or in a dilatory, obdurate, arbitrary or vexatious manner in respect to the rights provided by this
subchapter.

(c) Award of fees for benefits to other dissenters. — If the court finds that the services of counsel for any
dissenter were of substantial benefit to other dissenters similarly situated and should not be assessed against
the corporation, it may award to those counsel reasonable fees to be paid out of the amounts awarded to the
dissenters who were benefited.
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15 Pa.C.S.A. § 1930

Part II. Corporations

Subpart B. Business Corporations

Article B. Domestic Business Corporations Generally

Chapter 19. Fundamental Changes

Subchapter C. Merger, Consolidation, Share Exchanges and Sale of Assets

Δ§1930. Dissenters rights

(a) General rule. — If any shareholder of a domestic business corporation that is to be a party to a
merger or consolidation pursuant to a plan of merger or consolidation objects to the plan of merger or
consolidation and complies with the provisions of Subchapter D of Chapter 15 (relating to dissenters rights),
the shareholder shall be entitled to the rights and remedies of dissenting shareholders therein provided, if any.
See also section 1906(c) (relating to dissenters rights upon special treatment).

(b) Plans adopted by directors only. — Except as otherwise provided pursuant to section 1571(c) (relating
to grant of optional dissenters rights), Subchapter D of Chapter 15 shall not apply to any of the shares of a
corporation that is a party to a merger or consolidation pursuant to section 1924(b)(1)(i) or (4) (relating to
adoption by board of directors).

(c) Cross references. — See sections 1571(b) (relating to exceptions) and 1904 (relating to de facto
transaction doctrine abolished).
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_____________________________________________________________________________________________ 

INFORMACIÓN IMPORTANTE SOBRE ESTE DOCUMENTO 

ESTE DOCUMENTO CONTIENE UNA TRADUCCIÓN AL CASTELLANO, A EFECTOS MERAMENTE 
INFORMATIVOS, DE DETERMINADAS PARTES DEL DOCUMENTO REDACTADO EN INGLÉS QUE 
HA SIDO REMITIDO POR SOVEREIGN BANCORP, INC. Y BANCO SANTANDER, S.A. A LOS 
ACCIONISTAS DE SOVEREIGN BANCORP, INC., EN EL CONTEXTO DE LA OPERACIÓN DE 
ADQUISICIÓN DE SOVEREIGN BANCORP, INC. POR BANCO SANTANDER, S.A. A LA QUE HACE 
REFERENCIA EL HECHO RELEVANTE COMUNICADO POR BANCO SANTANDER A LA COMISIÓN 
NACIONAL DEL MERCADO DE VALORES EL 14 DE OCTUBRE DE 2008. 

LA TRADUCCIÓN AQUÍ CONTENIDA SE HA REALIZADO CON EL ÚNICO FIN DE FACILITAR LA 
COMPRENSIÓN DE DETERMINADAS PARTES DE LA VERSIÓN ORIGINAL EN INGLÉS DE ESTE 
DOCUMENTO ANTES REFERIDA, QUE ESTÁ DISPONIBLE EN LA PÁGINA WEB DE BANCO 
SANTANDER (www.santander.com) Y EN EL DOMICILIO SOCIAL DE BANCO SANTANDER, 
PUDIENDO LOS ACCIONISTAS DE BANCO SANTANDER SOLICITAR SU ENTREGA O ENVÍO 
GRATUITO. LA DISPONIBILIDAD DE ESE DOCUMENTO Y ESTA TRADUCCIÓN DE 
DETERMINADAS PARTES DE ESE DOCUMENTO PARA SU EXAMEN, ENTREGA O ENVÍO SE 
ENTIENDE SIN PERJUICIO DE LAS RESTRICCIONES A SU DISTRIBUCIÓN IMPUESTAS POR LA 
NORMATIVA DEL MERCADO DE VALORES DE VARIOS PAÍSES QUE PUDIESE RESULTAR DE 
APLICACIÓN. 

EN CONSECUENCIA, EN CASO DE DISCREPANCIA ENTRE LAS PARTES TRADUCIDAS AL 
CASTELLANO EN ESTE DOCUMENTO Y LA VERSIÓN ORIGINAL EN INGLÉS DE ESAS PARTES, 
PREVALECERÁ LA VERSIÓN ORIGINAL EN INGLÉS SOBRE ESTA TRADUCCIÓN AL CASTELLANO, 
NO ASUMIENDO BANCO SANTANDER NI SOVEREIGN BANCORP, INC. RESPONSABILIDAD 
ALGUNA POR CUALESQUIERA DISCREPANCIAS, SI LAS HUBIESE. BANCO SANTANDER SE 
RESERVA EL DERECHO DE REVISAR Y, EN SU CASO, MODIFICAR ESTA TRADUCCIÓN. 

EN CONCRETO, ESTE DOCUMENTO CONTIENE UNA TRADUCCIÓN DE LAS SIGUIENTES PARTES 
DEL REFERIDO DOCUMENTO (CON INDICACIÓN DE LAS PÁGINAS DEL ORIGINAL EN INGLÉS EN 
QUE SE CONTIENEN LAS PARTES TRADUCIDAS): 

- Resumen (páginas 1 a 7 del original en inglés);  

- Desarrollos Recientes (páginas 8 a 11 del original en inglés);  

- Información Financiera Histórica Consolidada Seleccionada de Sovereign (páginas 18 a 20 del original 
en inglés); y 

- Del capítulo denominado “La Operación” las secciones “Antecedentes de la Operación”; “Razones de 
Sovereign para la Operación”; Recomendación del Consejo de Administración de Sovereign”; y 
“Razones de Santander para la Operación” (páginas 38 a 51 y páginas 58 y 59 del original en inglés). 

TODAS LAS REFERENCIAS A PÁGINAS REALIZADAS EN LA TRADUCCIÓN LO SON A LAS PÁGINAS 
DEL ORIGINAL EN INGLÉS 
_____________________________________________________________________________________________ 
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TRADUCCIÓN A EFECTOS INFORMATIVOS, LA VERSIÓN EN INGLÉS PREVALECE 

RESUMEN 

El siguiente resumen destaca información relevante contenida en este documento. Este resumen no 
recoge toda la información que podría ser relevante para cada inversor en particular. Se le recomienda leer 
íntegra y cuidadosamente el presente documento y cualesquiera otros referidos en él al objeto de entender la 
operación en su integridad. Véase el apartado titulado “Dónde Encontrar Más Información” en la página 
122. La mayoría de los apartados de este resumen incluyen una referencia a la página correspondiente donde 
puede encontrar información más amplia. La información financiera de Banco Santander contenida en este 
documento ha sido elaborada de conformidad con las Normas Internacionales de Información Financiera 
(International Financial Reporting Standards - IRFS) adoptadas por la Unión Europea, aplicadas según la 
Circular 4/2004 del Banco de España, mientras que la información financiera de Sovereign ha sido 
elaborada de conformidad con los Principios de Contabilidad Generalmente Aceptados (Generally Accepted 
Accounting Principles - GAAP) en los Estados Unidos de América.   

Las Sociedades (véase página 90) 

Banco Santander, S.A. 
Avenida de Cantabria, s/n 
28660 Boadilla del Monte 
Madrid, España 
+34-91-259-6520  

Banco Santander, S.A. y sus filiales consolidadas constituyen un grupo de sociedades bancarias y 
financieras que opera a través de una red de oficinas y filiales en España y otros países europeos (entre los 
que se incluyen el Reino Unido, Austria, la República Checa, Alemania, Hungría, Italia, Portugal y Noruega) 
y latinoamericanos. A 30 de septiembre de 2008, el grupo Santander era el mayor grupo bancario de la zona 
euro por capitalización bursátil, con una capitalización de 65.670 millones de euros, fondos propios por 
importe de 53.800 millones de euros y activos totales por importe de 953.030 millones de euros. El grupo 
Santander tenía bajo gestión en dicha fecha 126.690 millones de euros en fondos de inversión, fondos de 
pensiones y otros activos bajo gestión (excluyendo activos gestionados en relación con productos de seguro 
de ahorro). En el período de nueve meses finalizado el 30 de septiembre de 2008, el grupo Banco Santander 
registró un beneficio neto atribuible de 6.940 millones de euros. En dicha fecha, el grupo contaba con 
aproximadamente 133.000 empleados y tenía aproximadamente 11.689 sucursales y unos 80 millones de 
clientes en todo el mundo. Las ADSs (American Depositary Shares) de Santander cotizan en la Bolsa de 
Nueva York bajo la referencia “STD”. Las acciones ordinarias de Santander cotizan en las Bolsas de valores 
españolas de Madrid, Bilbao, Barcelona y Valencia (las “Bolsas Españolas”) y se negocian en el Sistema de 
Interconexión Bursátil Español o SIBE, bajo la referencia “SAN”.  

La actividad principal de Santander se desarrolla en España, el Reino Unido, Portugal, Alemania, Italia y 
Latinoamérica. Tiene asimismo una presencia significativa en Nueva York, así como inversiones financieras 
en Sovereign y en Attijariwafa Bank Société Anonyme (anteriormente denominado Banque Commerciale du 
Maroc). En Latinoamérica, Santander tiene participaciones mayoritarias en bancos de Argentina, Brasil, 
Chile, Colombia, México, Puerto Rico, Uruguay y Venezuela. 

Sovereign Bancorp, Inc.  
1500 Market Street 
Philadelphia, Pennsylvania 19102 
(267) 256-8601 

Sovereign es una entidad financiera de 77.000 millones de dólares a 30 de septiembre de 2008, con 
sucursales, operaciones y personal situados principalmente en Pensilvania, Massachussets, Nueva Jersey, 
Connecticut, New Hampshire, Nueva York, Rhode Island y Maryland. Prácticamente todos los depósitos de 
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Sovereign provienen de esas zonas. Sovereign utiliza dichos depósitos, junto con los fondos derivados de 
otras fuentes, para financiar sus carteras de préstamos e inversiones. Sovereign obtiene ingresos por intereses 
de sus préstamos e inversiones. Sovereign también genera ingresos distintos de intereses procedentes de 
diversas fuentes, incluyendo servicios de depósitos y préstamos, cesiones de préstamos y carteras de 
inversión, productos relativos a los mercados de capitales y seguros de vida bancarios (bank-owned life 
insurance). Sus principales gastos distintos a intereses incluyen las retribuciones y prestaciones a favor de sus 
empleados, costes de alquiler y otros costes relativos a explotación de instalaciones, así como gastos en 
tecnología y otros gastos administrativos. Sus cifras y, en consecuencia, sus resultados financieros están 
sujetos al entorno económico, incluyendo los tipos de interés, la confianza y el gasto de consumidores y 
empresas, así como a las condiciones competitivas existentes en su área geográfica de influencia. Las 
acciones ordinarias de Sovereign cotizan en la Bolsa de Nueva York bajo la referencia “SOV”. 

Acciones Ordinarias y American Depositary Shares de Santander (véanse páginas 106 y 112) 

Como sociedad española, Santander emite acciones ordinarias que otorgan a sus titulares sustancialmente 
los mismos derechos de que dispone un titular de acciones ordinarias (common stock) de una sociedad 
estadounidense, incluyendo, a título enunciativo, el derecho de voto y el derecho al dividendo. Las acciones 
ordinarias de Santander cotizan en euros en las Bolsas Españolas y se negocian en el SIBE bajo la referencia 
“SAN”. Para permitir a los inversores estadounidense invertir, mantener y negociar en sus acciones ordinarias 
más fácilmente, Santander, al igual que muchas otras sociedades no estadounidenses, ha establecido un 
mecanismo basado en la emisión de las denominadas American Depositary Shares o ADSs. De conformidad 
con este mecanismo, las acciones ordinarias son depositadas en un banco estadounidense, que emite a favor 
de los inversores unos instrumentos conocidos como American Depositary Receipts o ADRs, representativos 
de los instrumentos denominados ADSs. Las ADSs de Santander son valores que se negocian en dólares en la 
Bolsa de Nueva York bajo la referencia “STD”. Cada ADS de Santander representa una acción ordinaria de 
Santander. En la medida en que las ADSs de Santander representan acciones ordinarias de Santander, dichas 
ADSs de Santander otorgan los mismos derechos que las acciones ordinarias de Santander, si bien las ADSs 
de Santander están sujetas además al contrato suscrito entre Santander y el banco depositario. Véanse los 
apartados de “Descripción de las Acciones Ordinarias de Santander” y “Descripción de las ADSs de 
Santander”. 

Vd. Recibirá ADSs de Santander en el marco de la Operación.  Vd. Puede Optar por Recibir Acciones 
de Santander (véase página 71) 

Los términos y condiciones de la adquisición de Sovereign por Santander, referida en adelante como la 
“operación”, están recogidos en el contrato adjunto al presente documento como Anexo A. Le rogamos que 
lea atentamente ese contrato, por ser el documento jurídico que rige la operación. 

En virtud de la operación, (i) en un primer momento Sovereign se fusionará con Sovereign Virginia -
mediante la absorción de Sovereign por Sovereign Virginia- a la que nos referimos como la “fusión”, y como 
consecuencia cada acción ordinaria de Sovereign en circulación se convertirá en una acción ordinaria de 
Sovereign Virginia, e (ii) inmediatamente después, Santander y Sovereign Virginia realizarán un “canje de 
acciones” conforme a la legislación societaria de Virginia por el que Santander se convertirá automáticamente 
en titular y propietario del 100% de las acciones ordinarias de Sovereign Virginia y cada acción ordinaria de 
Sovereign Virginia será canjeada por el derecho a recibir 0,3206 ADSs de Santander. En adelante, esta 
segunda parte de la operación será denominada el “canje de acciones”. Como consecuencia de estas 
operaciones, Sovereign Virginia se convertirá en una filial íntegramente participada de Santander.  

Como resultado de estas dos partes de la operación, Vd. recibirá ADSs de Santander como 
contraprestación por sus acciones ordinarias de Sovereign, salvo que optara en su lugar por recibir acciones 
ordinarias de Santander en canje por sus acciones ordinarias de Sovereign (que serán canjeadas aplicando el 
mismo ratio que a las ADSs de Santander). A efectos del presente documento, los ADSs de Santander y las 
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acciones ordinarias de Santander serán denominadas conjuntamente como las “acciones de Santander”. 
Santander podrá decidir, a su discreción, anular la elección realizada por Vd. en caso de que hubiera optado 
por recibir acciones ordinarias de Santander en lugar de ADSs de Santander y en ese caso los accionistas de 
Sovereign sólo podrán recibir ADSs de Santander en la operación. 

El 18 de diciembre de 2008, el último día posible antes de la fecha de este documento, el precio de cierre 
de la acción ordinaria de Santander y de la ADS de Santander era de, respectivamente, 6,73 euros (9,63 
dólares, al tipo de cambio aplicable en ese momento) y de 9,32 dólares. Se recomienda que obtenga las 
cotizaciones actualizadas de las acciones ordinarias y de las ADSs de Santander. 

En la operación, los titulares de acciones preferentes de la Serie C de Sovereign tendrán derecho a recibir 
un número igual de acciones preferentes equivalentes de la Serie C de Sovereign Virginia. 

El Valor Implícito de la Contraprestación Dependerá del Precio de Mercado de las Acciones 
Ordinarias de Santander (Convertido a dólares) o de las ADSs de Santander en la Fecha en que el 
Canje de Acciones se haga Efectivo (véase página 26) 

El valor en dólares de las ADSs de Santander entregadas a modo de contraprestación en la operación 
dependerá del precio de las acciones ordinarias de Santander y del tipo de cambio euro/dólar, o del precio de 
las ADSs de Santander, en la fecha en que el canje de acciones se haga efectivo. 

Tomando en cuenta el precio de cierre de las acciones ordinarias de Santander en las Bolsas Españolas 
publicado en el SIBE y el tipo de cambio euro/dólar del día que corresponda: 

• el 10 de octubre de 2008, último día hábil bursátil inmediatamente anterior al anuncio de la 
operación, el valor implícito de la contraprestación por cada acción ordinaria de Sovereign era de 
3,92 dólares (o, aplicando la ecuación de canje anterior al ajuste de ésta al efecto del aumento de 
capital de Santander, 3,57 dólares); 

• el 13 de octubre de 2008, día del anuncio de la operación, el valor implícito de la contraprestación 
por cada acción ordinaria de Sovereign era de 4,04 dólares; y 

• el 18 de diciembre de 2008, último día posible antes de la fecha de este documento, el valor implícito 
de la contraprestación por cada acción ordinaria de Sovereign era de $3,09 dólares. 

Tomando en cuenta el precio de cierre de mercado de las ADSs de Santander en la Bolsa de Nueva York: 

• el 10 de octubre de 2008, el valor implícito de la contraprestación por cada acción ordinaria de 
Sovereign era de 4,18 dólares (o, aplicando la ecuación de canje anterior al ajuste de ésta al efecto 
del aumento de capital de Santander, 3,81 dólares); 

• el 13 de octubre de 2008, el valor implícito de la contraprestación por cada acción ordinaria de 
Sovereign era de 4,65 dólares; y 

• el 18 de diciembre de 2008, el valor implícito de la contraprestación por cada acción ordinaria de 
Sovereign era de 2,99 dólares. 

Las Acciones Ordinarias y las ADSs de Santander que se Emitan en la Operación Cotizarán y se 
Negociarán en Varios Mercados (véase página 24) 

Las ADSs de Santander cotizan en la Bolsa de Nueva York. Las acciones ordinarias de Santander 
representadas en forma de ADSs cotizan en las Bolsas Españolas y se negocian en el SIBE. Las acciones 
ordinarias de Santander también cotizan en las bolsas de Buenos Aires, Lisboa, Londres, Milán y México. 
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Los Derechos que Confiere la Titularidad de las Acciones Ordinarias o las ADSs de Santander Difieren 
de los Derechos Conferidos por la Titularidad de Acciones Ordinarias de Sovereign (véase página 95) 

Dado que Santander es una sociedad española, los derechos de los titulares de acciones ordinarias de 
Santander y los de los titulares de ADSs de dicha entidad se rigen directa e indirectamente, respectivamente, 
por el Derecho español y por los estatutos de Santander. Los derechos del accionista previstos en Derecho 
español difieren en algunos aspectos de los previstos en la legislación de Pensilvania. Véase una comparación 
entre los derechos de los titulares de acciones ordinarias o ADSs de Santander, por un lado, y los derechos de 
los titulares de acciones ordinarias de Sovereign, por otro, en el apartado denominado “Comparación entre sus 
Derechos como Titular de Acciones Ordinarias de Sovereign y sus Derechos como Potencial Titular de 
Acciones Ordinarias o ADSs de Santander”. Adicionalmente, los derechos de los titulares de ADSs de 
Santander están sujetos a lo dispuesto en el contrato de depósito suscrito entre Santander y el banco 
depositario emisor de las ADSs de Santander. Véase “Descripción de las ADSs de Santander”. 

Contraprestación a Recibir por los Titulares de Opciones Compensatorias sobre Acciones de Sovereign 
(Compensatory Sovereign Stock Options) y por los Titulares de Acciones sometidas a Restricciones a la 
Transmisibilidad (Restricted Stock) (véase página 71) 

En el momento en que la fusión se haga efectiva, todas las opciones sobre acciones ordinarias existentes 
en ese momento quedarán canceladas, siendo sustituidas por el derecho a recibir de forma inmediata y en 
metálico un importe igual al resultado de multiplicar (i) el exceso, en su caso, del valor en dinero de una 
acción ordinaria de Sovereign Virginia, calculado en el momento en el que la fusión sea efectiva, sobre el 
precio correspondiente a dicha opción por acción ordinaria de Sovereign, por (ii) el número de acciones 
ordinarias de Sovereign que podría haber adquirido el titular de dicha opción (asumiendo que esa opción 
estuviese totalmente devengada (vested)) si dicho titular hubiera ejercitado íntegramente su opción en el 
momento inmediatamente anterior a aquel en el que la fusión sea efectiva. A 19 de diciembre de 2008, 
existían 6.463.687 opciones sobre acciones de Sovereign totalmente devengadas y 2.517.187 opciones sobre 
acciones de Sovereign no devengadas por completo. Los titulares de opciones sobre acciones de Sovereign 
recibirían 0 dólares como contraprestación por sus opciones devengadas antes referidas y 0 dólares como 
contraprestación por sus opciones no devengadas antes referidas, en ambos casos sobre la base del precio de 
cierre de las acciones ordinarias de Santander correspondiente al día 19 de diciembre. Dado que la 
contraprestación a pagar a los titulares de opciones estará basada en parte en el precio de cotización de las 
acciones de Santander durante el período anterior al cierre de las operaciones, y que desde ahora hasta el 
cierre de las operaciones algunas opciones podrían ejercitarse o cancelarse, la cifra de contraprestación total a 
pagar por esas opciones podría ser distinta a la señalada anteriormente. 

A 19 de diciembre, existían 5.032.695 acciones de Sovereign sometidas a restricciones a la 
transmisibilidad (restricted stock). Cada una de esas acciones sometidas a restricciones a la transmisibilidad 
en circulación en el momento inmediatamente anterior a aquel en el que la fusión sea efectiva se considerará 
completamente devengada y participará en la operación como las demás acciones ordinarias de Sovereign. 

El Asesor Financiero de Sovereign Ha Facilitado al Consejo de Administración de Sovereign una 
Opinión sobre el carácter Justo de la Ecuación de Canje, desde un Punto de Vista Financiero, para los 
Accionistas de Sovereign (véase página 51) 

Barclays Capital Inc., o Barclays, ha facilitado una opinión al Consejo de Administración de Sovereign, 
de fecha 13 de octubre de 2008, en la que, con sujeción a las salvedades y basándose en las asunciones 
recogidas en la propia opinión, considera que, desde un punto de vista financiero, la ecuación de canje 
prevista es justa (fair) para los accionistas de Sovereign (distintos de Banco Santander o sus afiliadas, sin que 
Barclays haya manifestado opinión alguna respecto al carácter justo o no de esa ecuación para Santander o sus 
afiliadas) teniendo en cuenta las circunstancias de Sovereign a la fecha de de la opinión. Se adjunta como 
Anexo C al presente documento el texto completo de la opinión de Barclays. Se recomienda leer la opinión en 
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su integridad. Para comprender los mecanismos seguidos, asunciones realizadas, cuestiones consideradas y 
limitaciones del trabajo realizado por Barclays, Vd. debería leer esa opinión íntegramente. La opinión de 
Barclays se dirige al Consejo de Administración de Sovereign, se refiere únicamente a la contraprestación que 
debe satisfacerse en la operación y no constituye una recomendación a ningún accionista en lo que se refiere 
al sentido del voto de ese accionista respecto a la operación. La opinión de Barclays ha sido dirigida al 
Consejo de Administración de Sovereign a efectos de su valoración de la ecuación de canje ofrecida a los 
accionistas de Sovereign. Esa opinión no valora en forma alguna la decisión de dicho Consejo de proceder o 
no con la operación, ni constituye recomendación alguna a ningún accionista en lo que se refiere al sentido del 
voto de dicho accionista respecto a la operación. La opinión de Barclays no refleja ningún acontecimiento o 
circunstancia ocurrida o que pudiera ocurrir entre la fecha de la opinión y la fecha de cierre de la operación. 

De conformidad con el mandato (engagement letter) suscrito entre Sovereign y Barclays, Sovereign 
acordó pagar a Barclays unos honorarios por sus servicios, parte de los cuales se pagarían dependiendo de la 
firma del contrato de la operación, acordando que una parte sustancial de los honorarios se pagará únicamente 
en caso de cerrarse la operación. De forma adicional, Sovereign se ha comprometido a reembolsar a Barclays 
los gastos razonables (out of pocket expenses) incurridos por Barclays, así como a indemnizar a Barclays 
frente a varias contingencias. 

El Consejo de Administración de Sovereign Recomienda a los Accionistas de Sovereign Que Voten “A 
FAVOR” de la Aprobación y Adopción del Contrato de la Operación (véase página 47) 

Siguiendo la recomendación de un comité especial constituido en el seno del consejo de administración 
de Sovereign y compuesto únicamente por consejeros no vinculados a Santander, el consejo de administración 
de Sovereign, excluyendo aquellos de sus miembros vinculados a Santander, ha decidido por unanimidad que 
la operación, el contrato de la operación y las operaciones previstas en el contrato de la operación son 
recomendables y en el mejor interés de los accionistas de Sovereign y otros grupos de interés y, en 
consecuencia, recomienda unánimemente a los accionistas de Sovereign que voten “A FAVOR” del acuerdo 
de aprobación y adopción del contrato de la operación. La aprobación implica que los accionistas votarán a 
favor de la adopción y aprobación de la fusión y darán su consentimiento, en la medida en que ese 
consentimiento fuera necesario, al canje de acciones. 

Para decidir si procedía o no la aprobación del contrato de la operación, el consejo de administración de 
Sovereign ha consultado con determinados miembros de su equipo gestor, así como con sus asesores legales y 
financieros. El consejo de administración de Sovereign, para tomar esa decisión, ha analizado los factores que 
se mencionan bajo el epígrafe “La Operación – Razones de Sovereign para la Operación; Recomendación del 
Consejo de Administración de Sovereign”. 

Intereses de los Altos Directivos de Sovereign y de los Consejeros de Sovereign en la Operación (véase 
página 59) 

Los consejeros y altos directivos de Sovereign ostentan intereses financieros en la operación distintos o 
adicionales a los intereses de los accionistas de Sovereign. Esos intereses incluyen determinados derechos a 
favor de los directivos derivados de cláusulas de cambio de control recogidas en sus contratos laborales con 
Sovereign, derechos de los consejeros y directivos derivados de programas de entrega de acciones de 
Sovereign, derechos de los directivos derivados de planes de retribución diferida (nonqualified deferred 
compensation plans) de Sovereign y derechos de los consejeros y directivos relativos a la continuidad de la 
vigencia tras la operación de las indemnizaciones y la cobertura de seguro existente respecto de acciones y 
omisiones que hubieran tenido lugar antes del cierre de la operación. Al cierre de la operación, determinados 
altos directivos y consejeros de Sovereign tendrán derecho a percibir el pago de determinadas cantidades en 
relación con sus planes de entrega de acciones y retribuciones diferidas. Esos pagos podrían incluir 762.000 
dólares en favor de Paul A. Perrault (asumiendo que su empleo deviene efectivo), 1.070.439 dólares en favor 
de Kirk W. Walters, 336.837 dólares en favor de Salvatore J. Rinaldi, 314.627 dólares en favor de Patrick J. 
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Sullivan, 163.226 dólares en favor de M. Robert Rose, 163.107 dólares en favor de Roy J. Lever, 209.250 
dólares en favor de Matthew A. Kerin y 114.002 dólares en favor the Thomas D. Cestare. Los altos directivos 
de Sovereign también tendrán derecho a determinadas prestaciones y pagos adicionales en caso de 
terminación tras la operación de su relación laboral bajo determinadas circunstancias. Esos pagos podrían 
incluir 7.157.578 dólares en favor de Mr. Perrault, 6.660.646 dólares en favor de Mr. Walters, 3.128.405 
dólares en favor de Mr. Rinaldi, 1.373.533 dólares en favor de Mr. Sullivan, 989.667 dólares en favor de Mr. 
Rose, 1.205.153 dólares en favor de Mr. Lever, 1.373.904 dólares en favor de Mr. Kerin y 821.247 dólares en 
favor the Mr. Cestare. Los altos directivos y consejeros de Sovereign también son titulares de acciones 
ordinarias de Sovereign que les otorgan el derecho a recibir un total de 18.296.982 ADSs de Santander al 
cierre de la operación. El consejo de administración de Sovereign era consciente de esos intereses y los 
consideró, entre otros factores, en la toma de su decisión de aprobar el contrato de la operación y de 
recomendar a los accionistas de Sovereign que voten a favor de la propuesta de aprobar y adoptar el contrato 
de la operación. Para obtener más información en relación al pago de esas cantidades, véase al respecto el 
apartado “Intereses de los Altos Directivos de Sovereign y de los Consejeros de Sovereign en la Operación”. 

Compromiso de No Solicitud a Terceros de Propuestas de Adquisición Competidoras (véase página 77) 

Sovereign se ha comprometido a no solicitar ni fomentar cualquier tipo de propuestas relativas a 
cualquier posible propuesta de adquisición competidora. Sovereign podrá contestar en determinadas 
circunstancias a aquellas propuestas no solicitadas que pudiera recibir, si así lo exigieran las obligaciones 
fiduciarias a las que está sometido su consejo de administración. Sovereign deberá informar inmediatamente a 
Santander en caso de recibir cualquier propuesta de adquisición competidora. 

Condiciones del Cierre de la Operación (véase página 80) 

Santander y Sovereign sólo estarán obligados a cerrar la operación si se cumplieran (o bien fueran objeto 
de renuncia) determinadas condiciones, incluyendo, entre otras, las siguientes: 

• aprobación por parte de los accionistas de Santander del aumento de capital de Santander necesario 
para llevar a cabo la operación, así como la aprobación y adopción del contrato de la operación por 
parte de los accionistas de Sovereign; 

• que las manifestaciones y garantías otorgadas por la otra parte en el contrato de la operación sean 
correctas y veraces, con sujeción a ciertos umbrales de significación y de efecto material adverso 
previstos en dicho contrato, así como al cumplimiento por la otra parte en todos los aspectos 
significativos de sus obligaciones previstas en el contrato de la operación; 

• inexistencia de ley aplicable alguna que prohíba o impida la operación; 

• obtención de las autorizaciones regulatorias necesarias para llevar a cabo las operaciones previstas en 
el contrato de la operación y que ninguna de esas autorizaciones implique que Santander o Sovereign 
deba realizar o comprometerse a realizar una acción, o aceptar cualquier condición o limitación, que 
pueda razonablemente esperarse que derive en un efecto material adverso (medido en proporción al 
tamaño de Sovereign) para Sovereign, Santander o Sovereign Virginia; 

• como condición suspensiva aplicable únicamente respecto a las obligaciones de Santander, la 
inexistencia desde la fecha del contrato de la operación de cualesquiera cambios, circunstancias, 
condiciones o acontecimiento que, considerados individual o conjuntamente, pueda razonablemente 
esperarse que deriven en un efecto material adverso en Sovereign, excluyendo efectos que deriven de 
determinadas circunstancias, como por ejemplo la modificación de los principios contables, cambios 
en la legislación, cambios en las condiciones políticas, económicas o de mercado, el incumplimiento 
de objetivos de ingresos (pero no las causas subyacentes al incumplimiento), el impacto de la 
operación en las relaciones con clientes o empleados, el anuncio público del contrato de la operación 
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y de la operación, una declaración de guerra o inicio de hostilidades, cualesquiera acciones u 
omisiones realizadas con el previo consentimiento por escrito de la otra parte del contrato de la 
operación, o efectos adversos derivados del deterioro de los mercados de crédito; siempre que tales 
cambios, eventos o circunstancias no produzcan un efecto material desproporcionado sobre la parte 
en cuestión y sus filiales, conjuntamente consideradas, en comparación con otras sociedades 
pertenecientes al mismo sector que esa parte y sus filiales; e  

• inexistencia de cualquier disposición o proyecto de disposición promulgada o en tramitación de 
cualquier autoridad gubernamental que resultaría en una emisión de acciones de Sovereign o de 
valores que otorguen derechos de voto o de ciertos otros valores a favor de una autoridad 
gubernamental, o que de cualquier otra forma interfieran en la capacidad de Santander para controlar 
el cien por cien de los valores con derecho de voto de Sovereign y sus filiales así como el cien por 
cien de las acciones ordinarias de Sovereign Virginia en circulación tras el canje de acciones. 

Terminación del Contrato de la Operación (véase página 81) 

El contrato de la operación podrá ser terminado al momento de efectividad de la redomiciliación por 
escrito y de mutuo acuerdo entre Santander y Sovereign. 

El contrato de la operación podrá asimismo ser terminado al momento de efectividad de la 
redomiciliación por Santander o por Sovereign en cualquiera de los siguientes supuestos: 

• si existe una prohibición legal de carácter permanente que impidiera la operación; 

• si la operación no se consuma antes del 30 de junio de 2009 (por causas distintas al incumplimiento 
del contrato de la operación atribuible a la parte que pretendiera la terminación); 

• si la otra parte incumple el contrato de la operación y ese incumplimiento otorga a la parte que 
reclama la terminación el derecho a retirarse de la operación, con sujeción al derecho de la parte 
incumplidora a subsanar el incumplimiento en un plazo de 30 días desde la notificación por escrito 
remitida al respecto por la otra parte (excepto si la subsanación no es posible dada la naturaleza o el 
momento del incumplimiento); o 

• si el aumento de capital de Santander no es aprobado por sus accionistas, o bien si los accionistas de 
Sovereign no aprueban el contrato de la operación. 

Asimismo, el contrato de la operación podrá ser resuelto por Santander en cualquier momento anterior a 
la fusión en los siguientes supuestos: 

• si Sovereign incumple sus obligaciones de abstenerse de solicitar propuestas de adquisición 
competidoras. Véase “El Contrato de la Operación—Obligación de no Solicitar Operaciones 
Alternativas”;  

• si Sovereign no mantiene la recomendación del consejo de administración a los accionistas de 
Sovereign para que voten a favor de la adopción y aprobación del contrato de la operación y las 
operaciones que se contemplan en ese contrato en la junta de esos accionistas, retira esa 
recomendación o la modifica de forma adversa a los intereses de Santander (o recomienda una 
propuesta competidora o realiza alguna acción o hace alguna declaración que no sea coherente con 
esa recomendación del consejo de administración). Dichas acciones por parte de Sovereign 
constituirán una modificación adversa de la recomendación; 
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• si el consejo de administración de Sovereign no confirmara públicamente su recomendación del 
contrato de la operación en un plazo de cinco días hábiles desde que Santander se lo solicite por 
escrito; o 

• si el consejo de administración de Sovereign no incluye y mantiene en este documento su 
recomendación de las operaciones a los accionistas de Sovereign hasta el cierre de las operaciones. 

Cláusula Penal por Terminación (véase página 82) 

Sovereign ha accedido a pagar una cláusula penal por terminación de 95 millones de dólares (menos el 
importe de ciertos honorarios y gastos de Santander que serán reembolsados por Sovereign) si el contrato de 
la operación terminara en las siguientes circunstancias: 

• si Sovereign hace una modificación adversa de la recomendación de la operación; 

• si el consejo de administración de Sovereign no confirmara públicamente su recomendación del 
contrato de la operación en un plazo de cinco días hábiles desde que Santander se lo solicite por 
escrito;  

• si el consejo de administración de Sovereign no incluye y mantiene en este documento su 
recomendación de la operación a los accionistas de Sovereign hasta el cierre de la operación; 

• si Sovereign incumple el contrato de la operación y ese incumplimiento otorga a Santander el 
derecho a terminar el contrato y retirarse de la operación; and 

• en cualquiera de esos casos, antes de dicha resolución el consejo de administración de Sovereign o 
sus accionistas hubieran recibido o se hubiera anunciado públicamente una propuesta de adquisición 
competidora y dentro de los 12 meses siguientes a la fecha de dicha terminación Sovereign o 
cualquiera de sus filiales suscribieran un acuerdo definitivo respecto a una propuesta competidora o 
consumase una propuesta competidora; o 

• Sovereign incumpliese intencionadamente la prohibición de solicitud de ofertas competidoras 
recogida en la sección 8.03 del contrato de la operación. 

 
Véase “El Contrato de la Operación—Terminación del Contrato de la Operación—Cláusula Penal por 
Terminación.” 

Derechos de Separación (Appraisal Rights / Dissenters’ Rights) (véase página 66) 

Los titulares de acciones ordinarias de Sovereign no gozan de derechos de separación 
(appraisal/dissenter’s rights) en relación con la operación. Los titulares de acciones preferentes de la serie C 
de Sovereign sí disponen de tales derechos en relación con la operación. 

Sovereign Celebrará Su Junta Extraordinaria el (véase la página 36) 

La junta extraordinaria de Sovereign se celebrará el 28 enero de 2009, en Steiner Studios, 15, 
Washington Avenue, Brooklyn Navy Yard, Brooklyng, Nueva York, 11205, a las 10:00 horas (hora local de 
Nueva York). En dicha junta, se someterán a los accionistas de Sovereign las siguientes cuestiones: 

• aprobación y adopción del contrato de la operación; 

• aplazamiento de la junta extraordinaria de Sovereign, en caso de que sea necesario, a efectos de 
solicitar poderes de representación en junta (proxies) adicionales; y 
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• cualquier otra cuestión que pueda legalmente ser objeto de consideración en la junta extraordinaria 
de Sovereign o en cualquier aplazamiento de la misma. 

Vd. podrá votar en la junta extraordinaria de Sovereign si era titular de acciones ordinarias de Sovereign 
al cierre del mercado del día 19 de diciembre de 2008. A esa fecha, había en circulación aproximadamente 
663.950.557 acciones ordinarias de Sovereign con derecho a voto, de las cuales un 33.59% pertenecía a (y sus 
derechos de voto pueden ser ejercidos por) altos directivos y consejeros de Sovereign y sus personas 
relacionadas. Vd. podrá emitir un voto por cada acción ordinaria de Sovereign cuya titularidad ostentara a 
dicha fecha. La aprobación y adopción del contrato de la operación requerirá el voto a favor de accionistas 
que representen una mayoría del capital social de Sovereign que haya ejercitado su derecho al voto en la 
junta. 

Autorizaciones Regulatorias Necesarias para llevar a cabo la Operación (véase página 65) 

La ejecución de la operación propuesta se encuentra sujeta a distintas autorizaciones regulatorias, 
incluyendo la aprobación por parte del Federal Reserve Board, la Financial Institutions Regulatory Authority 
– FINRA, el Banco de España, y diversas autoridades competentes en materia de valores de los Estados 
Unidos y de España. 

Santander y Sovereign han presentado o presentarán todas las solicitudes y documentación exigida ante 
las autoridades pertinentes que resulten necesarias para llevar a cabo la operación. 

El Federal Reserve Board ha autorizado la operación el pasado 10 de diciembre de 2008. Si bien tanto 
Santander como Sovereign creen en la actualidad que podrán obtener de forma oportuna el resto de 
autorizaciones necesarias, no pueden garantizar si finalmente las recibirán ni cuando serán emitidas. 

La Operación será un Hecho Impositivo para los Titulares Estadounidenses de Acciones Ordinarias de 
Sovereign (véase la página 84) 

Con carácter general, los titulares estadounidenses (tal y como se define ese término en el apartado 
“Consideraciones de Carácter Material relativas al impuesto Federal Estadounidense sobre la Renta (federal 
income tax)”) cuyas acciones ordinarias de Sovereign sean canjeables por ADSs de Santander en la operación 
tendrán una ganancia o pérdida de capital a efectos del impuesto federal estadounidense sobre la renta 
(federal income tax) por un importe igual a la diferencia existente, en su caso, entre el valor de mercado (fair 
market value) a la fecha del canje de las ADSs de Santander (incluyendo el valor de mercado de las fracciones 
de ADSs de Santander) de dichas acciones ordinarias de Sovereign y la base de coste ajustada a efectos del 
impuesto para el titular de esas acciones ordinarias de Sovereign para el titular estadounidense. 
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DESARROLLOS RECIENTES 

Aspectos destacados referidos al período de nueve meses finalizado el 30 de septiembre de 2008 

Santander 

En septiembre de 2008 se hizo evidente que el deterioro de la economía mundial era mucho más serio de 
lo inicialmente esperado, siendo probable que las condiciones económicas adversas continúen a lo largo de 
2009, especialmente en España. Los trastornos en los mercados financieros mundiales desencadenados por la 
quiebra de Lehman Brothers en septiembre intensificó las tensiones de liquidez, supuso un aumento 
significativo de los tipos de interés y puso de manifiesto las debilidades de determinadas entidades 
financieras. Los gobiernos europeos y de los Estados Unidos intervinieron en una escala sin precedentes en el 
sector financiero en un esfuerzo de estabilizar los mercados, a pesar de lo cual la confianza de los inversores y 
la disponibilidad del crédito se mantienen en niveles relativamente bajos. 

En este contexto económico y financiero ciertamente difícil, Santander registró un beneficio atribuido de 
€ 6.935 millones durante los nueve primeros meses de 2008, lo que supone un incremento del 5,5% respecto 
del mismo período del ejercicio anterior. Este incremento procede principalmente de un aumento en los 
márgenes de tipos de interés, especialmente en la última parte del tercer trimestre, en la que los tipos de 
interés medios de la cartera de préstamos de Santander excedieron significativamente el aumento de los costes 
de Santander correspondientes a depósitos y endeudamiento. Las comisiones netas crecieron a un ritmo 
significativamente inferior al de los ingresos netos por intereses, principalmente debido a una reducción del 
16,1% en los fondos gestionados fuera del balance a partir del 31 de diciembre de 2007, que eran de € 
126.688 millones a 30 de septiembre de 2008. Los gastos operativos se incrementaron un 3,5% durante el 
período de nueve meses finalizado a 30 de septiembre de 2008, en comparación con el mismo período de 
2007, lo que supone un crecimiento inferior al aumento del 12,9% en los ingresos brutos de explotación entre 
ambos períodos. 

La crisis financiera y la ralentización económica han supuesto asimismo un menor crecimiento de la 
cartera de préstamos, un deterioro del valor de los activos recibidos en garantía de préstamos concedidos por 
Santander a sus clientes y un incremento del número de préstamos de dudoso cobro, lo que ha obligado a 
Santander a aumentar de forma significativa sus provisiones, tendencia que el banco considera que se 
prolongará durante lo que queda de año y durante el siguiente ejercicio. A 30 de septiembre de 2008, la 
cartera neta de préstamos a clientes de Santander ascendía a € 570.703 millones, lo que representa un aumento 
del 0,9% respecto de la cifra correspondiente a 31 de diciembre de 2007. La cartera de préstamos de dudoso 
cobro de Santander (que incluye tanto préstamos vencidos como otros activos de dudoso cobro –conforme se 
señala con mayor detalle en el informe anual de Santander incluido en el Formulario 20-F correspondiente al 
ejercicio finalizado el 31 de diciembre de 2007) ascendía a 30 de septiembre de 2008 a € 10.373 millones, lo 
que representa un aumento del 71% en el volumen de préstamos dudosos existente a 31 de diciembre de 2007, 
que ascendía a € 6.070 millones. El ratio de préstamos de dudoso cobro (NPL – non-performing loan ratio) de 
Santander se incrementó al 1,63% a 30 de septiembre de 2008, frente a un ratio del 0,95% a 31 de diciembre 
de 2007, mientras que la tasa de cobertura de Santander descendió hasta un 104,27% a 30 de septiembre de 
2008, frente a una tasa del 150,55% a 31 de diciembre de 2007. A 30 de septiembre de 2008, el ratio de 
préstamos dudosos de Santander era del 1,5% en el caso de las unidades españolas de negocio de Santander, 
de un 0,76% en el caso de las unidades de negocio del Reino Unido de Santander y de un 2,37% en el caso de 
las unidades de negocio en Latinoamérica de Santander. 

La provisión neta para pérdidas por préstamos (loan-loss) de Santander aumentó en un 67,2% en los 
primeros nueve meses de 2008 (en comparación con el mismo período en 2007), en parte debido al 
crecimiento de los préstamos, si bien a un ritmo inferior a períodos anteriores, así como a la entrada en 
trimestres anteriores en segmentos de productos de mayor rendimiento que conllevan una mayor prima de 
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riesgo. La provisión neta para pérdidas por préstamos (loan-loss) en el caso de préstamos de dudoso cobro 
(NPL – non-performing loans) de Santander aumentó en un 57,1%, desde un importe de € 2.881 millones en 
los nueve meses finalizados el 30 de septiembre de 2007, hasta una cifra de € 4.526 millones en el mismo 
período en 2008. 

A 30 de septiembre de 2008, el valor de mercado de la cartera de valores disponibles para su venta de 
Santander había disminuido en un 6,7%, equivalente a € 2.900 millones, desde una cifra de € 44.300 millones 
a 31 de diciembre de 2007, tendencia que se ha acentuado en el trimestre actual debido a las condiciones del 
mercado. Dicha reducción ha sido reflejada, prácticamente en su totalidad en forma de ajuste a la valoración 
de los fondos propios, en los fondos propios consolidados recogidos en el balance de Santander finalizado el 
30 de septiembre de 2008. 

En términos de las necesidades de financiación de Santander, recientemente el banco ha tenido que 
aumentar su dependencia de préstamos a corto plazo (frente a préstamos a medio y largo plazo) debido a las 
condiciones existentes en los mercados de crédito. Santander estima que esta tendencia continuará al menos 
durante lo que queda de ejercicio. 

De conformidad con los criterios BIS II, los recursos propios computables de Santander ascendieron a un 
total de € 53.981 millones a 30 de septiembre de 2008. A dicha fecha, el exceso de capital de Santander sobre 
los mínimos exigidos por BIS II era de € 16.150 millones. A 30 de septiembre de 2008, el ratio BIS II de 
Santander se situó en un 11,42%, con un ratio Tier I (antes de las deducciones correspondientes derivadas 
principalmente de la participación de Santander en RFS Holdings, la sociedad matriz de ABN AMRO, y de 
los negocios adquiridos por Santander a ABN AMRO) de 7,89%, y un core capital ratio de 6,31%. 

Sovereign 

El 5 de noviembre de 2008, Sovereign comunicó a la SEC sus resultados correspondientes al tercer 
trimestre de 2008. En el trimestre finalizado el 30 de septiembre de 2008, Sovereign registró unas pérdidas 
netas de 982 millones de dólares o 1,48 dólares de pérdida por acción. Esas pérdidas incluyeron el cargo ya 
comunicado previamente por depreciación del valor de los activos por deterioro (impairment charge) por 
importe de 575 millones de dólares correspondiente a la cartera de acciones privilegiadas de la Federal 
National Mortgage Association, o FNMA, y de la Federal Home Loan Mortgage Corporation, o FHLMC, 
consecuencia de las medidas tomadas por el U.S. Treasury respecto a la FNMA y la FHLMC y una pérdida de 
602 millones de dólares derivada de la venta de toda su cartera de títulos de CDOs, en comparación con un 
beneficio de 58,2 millones o 11 dólares por acción diluida en el tercer trimestre de 2007. Véase “Información 
Financiera Histórica Consolidada Seleccionada de Sovereign”. 

Adquisición de Alliance & Leicester plc 

El 14 de julio de 2008, y tras la aprobación por parte de la comisión ejecutiva de Santander y del Consejo 
de Administración de Alliance & Leicester plc o “A&L”, Santander y A&L anunciaron su acuerdo sobre los 
términos y condiciones de la adquisición por Santander del 100% de las acciones ordinarias de A&L. La 
adquisición fue aprobada por los accionistas de Santander y A&L y llevada a cabo el 10 de octubre de 2008 a 
través del mecanismo conocido como scheme of arrangement. 

La adquisición fue estructurada como un canje de acciones, a razón de una acción ordinaria de Santander 
de nueva emisión por cada tres acciones ordinarias de A&L. Una vez obtenida la aprobación por parte de sus 
accionistas el 22 de septiembre de 2008, Santander emitió el 10 de octubre de 2008 un total de 140.950.944 
nuevas acciones ordinarias para atender al canje de todas las acciones ordinarias de A&L en circulación. Las 
nuevas acciones ordinarias de Santander comenzaron a cotizar en las Bolsas Españolas y a través del SIBE el 
14 de octubre de 2008, representando (a 10 de octubre de 2008) un 2,2% del capital social de Santander en 
circulación tras el aumento de capital. 
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La operación fue valorada en un importe aproximado de £ 1.259 millones a 11 de julio de 2008 (el último 
día hábil anterior al anuncio del acuerdo alcanzado entre Santander y A&L), sobre la base de un precio de 
cierre de las acciones de Santander en dicha fecha de € 11,23 por acción ordinaria (aproximadamente un 
importe de £ 8,97 por acción ordinaria de Santander sobre la base de un tipo de cambio a dicha fecha de € 
1,2517 por £ 1), más un dividendo a cuenta acordado de 18 peniques por acción ordinaria de A&L, satisfecho 
por A&L a sus accionistas antes de la fecha del canje de acciones. 

A&L es uno de los principales grupos de servicios financieros del Reino Unido y dispone de una amplia 
cartera de servicios y productos financieros tanto para particulares como para empresas. De conformidad con 
su informe financiero correspondiente al período de seis meses finalizado el 30 de junio de 2008, a dicha 
fecha A&L contaba con unos fondos propios por importe de £ 1.294 millones (£ 1.716 millones a 31 de 
diciembre de 2007), activos totales por importe de £ 77.045 millones (£ 78.955 millones a 31 de diciembre de 
2007), £ 30.225 millones en depósitos de clientes (£ 30.758 millones a 31 de diciembre de 2007), así como un 
total de £ 42.318 millones en instrumentos de deuda emitidos y pasivos debidos a otras entidades bancarias 
(£ 43.635 millones a 31 de diciembre de 2007). De la cifra de activos totales de A&L a 30 de junio de 2008, 
£ 52.283 millones se corresponden con préstamos y anticipos a clientes (de los cuales, a su vez, un 77,8% son 
préstamos hipotecarios), mientras que £ 12.567 millones responden a inversiones en valores disponibles para 
su venta (de los cuales, a su vez, un 28,9% son valores respaldados por activos y otros valores estructurados). 
Durante el período de seis meses finalizado el 30 de junio de 2008, A&L registró pérdidas atribuibles a los 
accionistas ordinarios por importe de £ 24 millones, mientras que en el ejercicio finalizado el 31 de diciembre 
de 2007, A&L registró un beneficio atribuido a los accionistas ordinarios por importe de £ 257 millones. A 30 
de junio de 2008, A&L contaba con 6.860 empleados a jornada completa, 254 sucursales y aproximadamente 
5 millones de clientes. 

El 12 de octubre de 2008, la comisión ejecutiva de Santander acordó una inyección de capital en Abbey, 
cumpliendo así su compromiso con el programa del gobierno del Reino Unido de apoyo a la banca anunciado 
el 8 de octubre de 2008. El importe a invertir fue de £ 1.000 millones, en línea con las previsiones señaladas 
en el momento del anuncio del acuerdo alcanzado con A&L.  

Adquisición de los canales de distribución y depósitos minoristas de Bradford & Bingley plc 

El 29 de septiembre de 2008, el Departamento del Tesoro (Treasury) del Reino Unido anunció la 
nacionalización de Bradford & Bingley plc, “B&B”, y la transmisión a Abbey, tras un proceso competitivo de 
venta, de los depósitos minoristas de B&B en el Reino Unido y en la Isla de Man aproximadamente £ 20.000 
millones correspondientes a aproximadamente un total de 2,7 millones de clientes), de la red de sucursales 
(197 sucursales y 141 agencias) y de los empleados correspondientes. El precio total de compra ofrecido por 
Santander por los depósitos, la red de sucursales y agencias y empleados correspondientes fue de £ 612 
millones en dinero (€ 767 millones, calculado al tipo de cambio a 29 de septiembre de 2008 de € 1,235 por 
£ 1). 

Los restantes activos de B&B (incluyendo aproximadamente un importe de £ 41.000 millones en 
préstamos hipotecarios) y pasivos fueron asumidos por el Departamento del Tesoro del Reino Unido.   

A 10 de octubre de 2008, los negocios de Santander en el Reino Unido, i.e., Abbey, A&L y B&B, supone 
un total de 1.286 sucursales distribuidas por todo el país, con un número aproximado de 24 millones de 
clientes y, conforme a las estimaciones del propio Santander, una cuota de mercado de aproximadamente el 
10% del conjunto de depósitos minoristas del Reino Unido. 

Integración de Banco Real 

Banco Real, adquirido por Banco Santander a través de la adquisición de ABN AMRO, se encontraba 
previamente contabilizado a través del método de puesta en equivalencia. A partir de noviembre de 2008, 
Banco Real pasará a formar parte del grupo consolidado de Santander. Puede consultarse una descripción de 
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la adquisición de ABN AMRO en el “Apartado 4. Información sobre la Sociedad—A.  Historia y Desarrollo 
de la Sociedad—Principales Gastos de Capital y Desinversiones—Adquisiciones, Enajenaciones, 
Reorganizaciones—ABN AMRO Holding N.V.” del Formulario 20-F presentado por Santander 
correspondiente al ejercicio 2007. 

A 30 de junio de 2008, Banco Real contaba con unos fondos propios de 12.826 millones de reales (frente 
a 12.142 millones de reales a 31 de diciembre de 2007), activos totales por importe de 163.468 millones de 
reales (frente a 159.547 millones de reales a 31 de diciembre de 2007), un total de 70.312 millones de reales 
en depósitos (frente a 53.431 millones de reales a 31 de diciembre de 2007), y un volumen de endeudamiento 
de 3.634 millones de reales (frente a 6.051 millones de reales a 31 de diciembre de 2007). 

A 30 de junio de 2008, los préstamos de dudoso cobro de Banco Real ascendían a un total de 2.335 
millones de reales o un 3,2% del total de préstamos, frente a un importe de 1.852 millones de reales o un 2,8% 
de las pérdidas totales a 31 de diciembre de 2007. Las provisiones para hacer frente a pérdidas por préstamos 
ascendieron, a 30 de junio de 2008, a 3.543 millones de reales, lo que supone un incremento del 13% respecto 
de las provisiones por pérdidas por préstamos por importe de 3.146 millones de reales contabilizadas a 31 de 
diciembre de 2007. 

Santander estima que invertirá aproximadamente 2.600 millones de reales en los próximos dos años en la 
ampliación de la red de sucursales de Banco Real. 

Ampliación de Capital de Santander 

El 10 de noviembre de 2008, Santander anunció un aumento de capital mediante la emisión y puesta en 
circulación de 1.598.811.880 acciones ordinarias de la misma clase y serie que las actualmente en circulación 
y con derecho de suscripción preferente para los accionistas pre-existentes. El precio de emisión de las nuevas 
acciones será de € 4,5 por acción, siendo el importe total de la emisión de € 7.194.653.460. El propósito de 
este aumento de capital es mejorar el core capital ratio de Banco Santander. A cada acción ordinaria de 
Santander en circulación a 12 de noviembre de 2008 le corresponderá un derecho de suscripción preferente, 
siendo necesarios cuatro derechos de suscripción preferente para suscribir una nueva acción. 

El 3 de diciembre de 2008 se completó el aumento de capital. En consecuencia, Santander y Sovereign 
acordaron que, de conformidad con en el contrato de la operación, la ecuación de canje se ajustaría de 0,2924 
a 0,3206. La ecuación de canje se ajustó sobre la base de la siguiente fórmula: 

 

CR1= ecuación de canje ajustada al efecto del aumento de capital; 

CR0= ecuación de canje original; 

OS0= número de acciones ordinarias de Santander en circulación inmediatamente antes de la apertura de 
negocio del día de corte para la asignación de derechos de suscripción (the record date for the rights 
offering); 

X    = número total de acciones ordinarias de Santander emitidas en virtud de los derechos otorgados a los 
accionstas ordinarios pre-existentes; y 

YOS
XOSCRCR

0

0
01 +

+×=
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Y    =

ión Bursátil Español durante el periodo de los 10 últimos días hábiles bursátiles consecutivos 
finalizado en el día de corte para la asignación de derechos de suscripción, que fue el 12 de noviembre 

Ber

l 6,3% en Optimal Strategic US Equity Fund, que es el fondo afectado el asunto Madoff. 
Esto supone una exposición de Banco Santander, S.A. a Madoff Securities de 21,6 millones de dólares (17 

Otr

e al sentido de esa expresión –superior offer– previsto en el 
contrato de la operación). El 12 de noviembre de 2008 el consejo de administración de Sovereign envió una 

Em

o de interés variable y Sovereign Bank tiene intención de 

 número de acciones ordinarias de Santander igual al precio total pagado por ejercicio de esos derechos 
dividido entre la media de los precios de cierre de la acción ordinaria de Santander en el Sistema de 
Interconex

de 2008.  

nard L. Madoff Securities LLC 

En vista de las informaciones recientemente aparecidas en los medios de comunicación relativas a 
pérdidas resultantes de fraude en Bernard L. Madoff Securities LLC, o Madoff Securities, el 15 de diciembre 
de 2008, Santander registró un Formulario 6-K comunicando que ciertos clientes institucionales y de banca 
privada de filiales de Santander tenían exposición a Optimal Strategic US Equity, un fondo gestionado por 
Optimal Investment Services - un gestor de fondos filial de Santander especializado en instituciones de 
inversión alternativa - cuyas inversiones habían sido ejecutadas por Madoff Securities. La exposición total de 
los clientes de Santander a Optimal Strategic US Equity es de aproximadamente 2.330 millones de euros 
(3.097 millones de dólares). Adicionalmente, el Departamento de Tesorería de Banco Santander, S.A. había 
invertido 342,8 millones de dólares en Optimal Multy-Strategy Fund. Optimal Multy-Strategy Fund tenía a su 
vez una posición de

millones de euros). 

os Desarrollos Recientes 

El 11 de noviembre de 2008, el consejo de administración de Sovereign recibió una carta de un tercero, o 
la Parte A, expresando su interés en realizar una operación estratégica con Sovereign. En la carta se proponía 
una adquisición, a través de un vehículo de próposito especial (special purpose entity) constituido por la Parte 
A y por un co-inversor de private equity no identificado, del 100% de las acciones ordinarias en circulación 
de Sovereign por ese grupo, a un precio de 6 dólares por acción, precio a pagar en dinero. Sin embargo, la 
carta no identificaba a los private equity que actuarían de co-inversores de la Parte A, ni fuente de 
financiación alguna, y pedía a Sovereign el pago de comisiones significativas antes de que la Parte A 
accediera a participar en cualquier negociación (en particular, la Parte A pidió a Sovereign que pagara 10 
millones de dólares en concepto de “comisión por inicio de la operación/por los trabajos” (“transaction 
initiation/work fee”) para realizar una due diligence y una “comisión por mejora de valor” (“value 
enhancement fee”) (a pagar al cierre de cualquier adquisición de Sovereign durante los 18 meses siguientes) 
del 20% del incremento de valor de la contraprestación que se pagase por cualquier adquirente por encima del 
valor de la operación entre Sovereign y Santander, con un límite máximo de 95 millones de dólares. Tras 
considerar cuidadosamente la propuesta y consultar a sus asesores legales y financieros y teniendo en cuenta 
el carácter condicional y la falta de concreción de la carta, el consejo de administración de Sovereign (sin la 
participación de los consejeros vinculados a Santander) no pudo concluir que, en la medida en que el interés 
expresado en la carta pudiera entenderse que constituía una oferta o propuesta de adquisición (en el sentido de 
esa expresión previsto en el contrato de la operación), dicho interés representaba o podía razonablemente 
llegar a representar una mejor oferta (conform

carta a la Parte A informándole de su decisión. 

isiones de Deuda de Sovereign y Sovereign Bank 

Sovereign y Sovereign Bank han anunciado que tienen intención de emitir 250 millones de dólares y 
1.370 millones de dólares, respectivamente, en deuda senior no garantizada en el marco del FDIC Temporary 
Liquidity Guarantee Program la misma semana del 15 de diciembre de 2008. Esa deuda tendrá como fecha de 
vencimiento el 30 de junio de 2012 o antes y el principal y los intereses estarán garantizados por la FDIC. 
Sovereign tiene intención de emitir deuda con un tip
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emit

gn Bank tiene intención de emplear los fondos obtenidos mediante la emisión para fines generales de 
la sociedad, incluyendo el pago de deuda vencida o que va a llegar a su fecha de vencimiento, reducción de 
deud

Se espera hacer las emisiones a través de JP Morgan Securities y Goldman Sachs como co-managers 
mediante una colocación asegurada exenta de registro en virtud de la sección 3(a)(2) de la Securities Act.

ir deuda con un tipo de interés fijo. La deuda se amortizará totalmente en la fecha de vencimiento y no 
estará sujeta a amortización opcional u obligatoria. 

Sovereign tiene intención de emplear los fondos obtenidos mediante la emisión para fines generales de la 
sociedad, incluyendo inversiones y adelantos a sus filiales, incluyendo a Sovereign Bank, inversiones en 
dinero (investments in cash) u otros instrumentos de inversión a corto plazo y reducción de otras deudas. 
Soverei

a a corto plazo e inversiones en instrumentos dinerarios o valores negociables, en ambos casos, a corto 
plazo. 
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INFORMACIÓN FINANCIERA HISTÓRICA CONSOLIDADA SELECCIONADA DE 
SOVEREIGN 

La siguiente información financiera ha sido extraída de los estados financieros de Sovereign. La 
información referida a continuación debe leerse conjuntamente con los estados financieros consolidados de 
Sovereign y las notas incluidas en el Informe Anual de Sovereign contenido en el Formulario 10-K 
correspondiente al ejercicio finalizado el a 31 de diciembre de 2007, así como con los estados financieros 
provisionales consolidados y notas correspondientes incluidas en el Informe Trimestral de Sovereign 
comunicado en el Formulario 10-Q correspondiente al trimestre finalizado el 30 de septiembre de 2008, 
entendiéndose ambos Formularios incorporados por referencia al presente documento. La información 
referida a continuación resulta de dicha documentación. Véase en este sentido el apartado sobre “Dónde 
Encontrar Más Información” en la página 122. 

Sovereign — Resumen de Datos Financieros Consolidados 

 Ejercicio finalizado el 31 de diciembre de 

Período de 9 meses 
finalizado el 30 de sept. 

de 

 2007 2006 2005 2004 2003 2008 2007 

 (en miles de dólares, salvo porcentajes y cifras por acción) 
Datos del Balance        
Activo total..................... 84.746.396 89.641.849 63.678.726 54.489.026 43.517.433 77.320.833 86.607.328 
Préstamos para 

inversión netos de 
provisiones ................ 56.522.575 54.505.645 43.072.670 36.102.598 25.695.715 55.719.546 55.949.604 

Préstamos para 
venta(1)...................... 547.760 7.611.921 311.578 137.478 137.154 236.478 569.013 

Inversiones en 
valores ....................... 15.142.392 14.877.640 12.557.328 11.546.877 12.618.971 9.554.002 15.289.850 

Depósitos y otras 
cuentas de clientes..... 49.915.905 52.384.554 37.977.706 32.555.518 27.344.008 43.123.174 50.098.048 

Endeudamiento y 
otros pasivos.............. 26.126.082 26.849.717 18.720.897 16.140.128 12.197.603 25.213.772 26.161.337 

Capital social.................. 6.992.325 8.644.399 5.810.699 4.988.372 3.260.406 7.339.905 8.725.914 
Resumen de Estado 

de Resultados        
Total ingresos por 

intereses ..................... 4.656.256 4.326.404 2.962.587 2.255.917 1.951.888 3.037.811 3.516.916 
Total gastos por 

intereses ..................... 2.792.234 2.504.856 1.330.498 819.327 724.123 1.558.347 2.118.918 
Ingresos netos por 

intereses ..................... 1.864.022 1.821.548 1.632.089 1.436.590 1.227.765 1.479.464 1.397.998 
Pérdidas por 

préstamos(1) .............. 407.692 484.461 90.000 127.000 161.957 571.000 259.500 
Ingresos netos por 

intereses tras 
deducir pérdidas 
por préstamos(5)........ 1.456.330 1.337.087 1.542.089 1.309.590 1.065.808 908.464 1.138.498 

Ingresos/(gastos) 
totales distintos de 
intereses (1) ............... 354.396 285.574 602.664 450.525 499.439 (616.859) 380.422 

Gastos generales y de 
administración ........... 1.345.838 1.289.989 1.089.204 942.661 852.364 1.128.628 1.008.234 

Otros gastos(1)(2) .......... 1.874.600 313.541 163.429 236.232 157.984 125.734 240.235 
(Pérdidas)/Ingresos 

antes impuestos ......... (1.409.712) 19.131 892.120 581.222 554.899 (962.757) 270.451 
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Período de 9 meses 
finalizado el 30 de sept. 

de  Ejercicio finalizado el 31 de diciembre de 

2006 2005 2004 2003 2008 2007  2007 

 (en miles de dólares, salvo porcentajes y cifras por acción) 
Provisiones para 

impuesto de 
sociedades 
(beneficio) ................. (60.450) (117.780) 215.960 127.670 153.048 (208.740) 16.730 

(Pérdida Neta) 
/Ganancia Neta(3) .....

(1.349.262) 136.911 676.160 453.552 401.851 (754.017) 253.721 
Información 

relativa a la 
acción 

       
Nº de acciones 

ordinarias (en 
miles) en 
circulación al final 
del período(3) ............ 481.404 473.755 358.018 345.775 293.111 663.817 480.436 

Beneficio/(Pérdida) 
por acción(3) ............ (2,85) 0,30 1,77 1,34 1,38 (1,33) 0,51 

Beneficio/(Pérdida) 
por acción tras 
dilución(3) ................. (2,85) 0,30 1,69 1,29 1,32 (1,33) 0,51 

Cotización de la 
acción ordinaria al 
final del período ........ $11,40 $25,39 $20,59 $21,48 $22,62 $3,95 $17,04 

Dividendos 
declarados por 
acción ordinaria ......... $0,320 $0,300 $0,170 $0,115 $0,100 $0,000 $0,240 

Ratios Financieros 
Seleccionados 

 
Valor contable por 

acción ordinaria(4) .... $14,12 $17,83 $15,46 $13,74 $10,59 $10,76 $17,76 
Porcentaje de 

beneficios 
repartidos en 
concepto de 
dividendo a las 
acciones 
ordinarias .................. N/A 92,11% 9,02% 8,21% 6,99% N/A 42,22% 

Rentabilidad sobre el 
promedio de 
activos(6) ...................

(1,62)% 0,17% 1,11% 0,90% 0,97% (1,26)% 0,41% 
Rentabilidad sobre el 

promedio de 
capital(7).................... (15,40)% 1,82% 11,92% 10,74% 13,41% (13,32)% 3,87% 

Media de capital 
sobre media de 
activos(8) ................... 10,52% 9,46% 9,34% 8,36% 7,24% 9,49% 10,48% 

 

(1) La provisión de Sovereign para pérdidas por préstamos correspondiente a 2007 y 2008 se ha visto afectada negativamente por el 
deterioro en la calidad de su cartera de préstamos (especialmente préstamos para la adquisición de vehículos, préstamos comerciales 
e hipotecarios), la cual ha resultado perjudicada por la debilidad de la economía estadounidense así como por la reducción de 
precios en el mercado inmobiliario residencial. Los ingresos distintos a intereses correspondientes al período de nueve meses 
finalizado el 30 de septiembre de 2008 incluyeron un cargo por depreciación del valor de los activos por deterioro no reversible 
(other-than-temporary impairment charge) por importe de 575 millones de dólares correspondiente a la cartera de acciones 
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privilegiadas de la FNMA y de la FHLMC, y una pérdida de 602 millones de dólares derivada de la venta de toda su cartera de 
títulos de CDOs (collateralized debt obligations). Los ingresos distintos a intereses correspondientes a 2007 incluyen un cargo por 
depreciación del valor de los activos por deterioro no reversible antes de impuestos (pretax other-than-temporary impairment 
charge) de 180,5 millones de dólares correspondientes a acciones preferentes de la FNMA y de la FHLMC. Asimismo, entre los 
ingresos no derivados de intereses hay computadas pérdidas por importe de 46,9 millones de dólares correspondientes a la partida 
de ingresos obtenidos en mercados de capitales que corresponden a pérdidas sufridas en contratos de recompra (repos) y otros 
contratos financieros suscritos por Sovereign con distintas sociedades hipotecarias que se han declarado en quiebra y/o que han 
incumplido sus contratos. En el marco de una decisión estratégica adoptada en el cuarto trimestre de 2006, el equipo gestor decidió 
llevar a cabo varias medidas para mejorar la rentabilidad y situación de capital de Sovereign. Sovereign decidió ceder varios 
préstamos incluyendo préstamos hipotecarios residenciales de baja rentabilidad por importe de 2.900 millones de dólares y 4.300 
millones de dólares de préstamos hipotecarios para la adquisición de vivienda cuya calidad crediticia se había deteriorado de forma 
significativa en 2006. Los fondos obtenidos por estas cesiones fueron utilizados para reducir el endeudamiento frente a la FHLB y 
el endeudamiento representado por certificados de depósito intermediados (brokered certificate of deposits). En 2006, Sovereign 
contabilizó cargos por importe de 296 millones de dólares a través de la provisión para pérdidas por préstamos correspondiente a la 
cesión de préstamos hipotecarios de naturaleza residencial, así como una reducción de 28,2 millones de dólares en ingresos por 
hipotecas como resultado de la reclasificación de tales préstamos a préstamos mantenidos para la venta (held for sale) a 31 de 
diciembre de 2006 y su actualización a un valor de mercado que era inferior al de su coste. En el primer trimestre de 2007, 
Sovereign contabilizó un cargo adicional de 119,9 millones de dólares en su cartera de préstamos hipotecarios para adquisición de 
viviendas. Asimismo y en el cuarto trimestre de 2006, varios miembros del equipo directivo dimitieron de su cargo en Sovereign y 
se notificó la supresión de su puesto de trabajo a aproximadamente 360 empleados. En 2006, Sovereign registró una dotación para 
atender a estos despidos por importe de 63,9 millones de dólares, contabilizada en la partida de otros gastos. Finalmente, Sovereign 
vendió aproximadamente 1.500 millones de dólares de inversiones en valores de baja rentabilidad en el marco del plan de 
reestructuración. Los fondos obtenidos de dicha venta fueron reinvertidos en valores de mayor rentabilidad, necesarios para 
garantizar ciertas deudas y obligaciones de depósito de Sovereign. Sin embargo, en 2006, Sovereign registró pérdidas antes de 
impuestos por importe de 43 millones de dólares en relación con esta venta, que fueron contabilizadas como ingresos no 
procedentes de intereses. Asimismo Sovereign registró cargos por inversiones en valores por importe de 305,8 millones de dólares 
durante el segundo trimestre de 2006, igualmente contabilizados como ingresos no procedentes de intereses. Véase para mayor 
información las notas al pie nos. 6, 7 y 28 del Formulario 10-K presentado por Sovereign correspondiente al ejercicio 2007. 

(2) Los resultados de 2007 incluyen un cargo por deterioro del fondo de comercio por importe de 1.580 millones de dólares 
correspondiente a las unidades de negocio Sovereign’s Metro New York y Shared Services Consumer reporting units. Véase para 
mayor información la nota al pie nº 4 del Formulario 10-K presentado por Sovereign correspondiente al ejercicio 2007. 

(3) Los ingresos netos incluyen dotaciones y pérdidas después de impuestos por deterioro de inversiones en valores por importe de 
966,8 millones de dólares (1,68 dólares por acción) correspondientes al período de nueve meses finalizado a 30 de septiembre de 
2008, dotaciones después de impuestos por deterioro tanto de inversiones en valores como del fondo de comercio, dotaciones 
relacionadas con la fusión, cargos de reestructuración, cargos asociados a la cancelación de deudas u otros cargos por importe de 
1.900 millones de dólares (3,92 dólares por acción) en 2007, 538 millones de dólares (1,24 dólares por acción) en 2006, 15 millones 
de dólares (0,04 dólares por acción diluida) en 2005, 98 millones de dólares (0,27 dólares por acción diluida) en 2004, y 19 millones 
de dólares (0,06 dólares por acción diluida) en 2003. 

(4) El valor contable de la acción ha sido calculado dividiendo los fondos propios entre el número de acciones ordinarias en circulación 
al término del período considerado.  

(5) El porcentaje de beneficios ordinarios distribuidos como dividendos (common dividend payout ratio) ha sido calculado dividiendo 
el total de los dividendos ordinarios entre el beneficio neto del período. El porcentaje correspondiente a 2007 no resulta aplicable, 
debido a las pérdidas netas registradas durante dicho período. El porcentaje correspondiente a los nueve primeros meses de 2008 
tampoco resulta aplicable, tanto por el hecho de que no se han abonado dividendos ordinarios durante dicho período, como por las 
pérdidas netas registradas durante el mismo. 

(6) La rentabilidad sobre el promedio de activos se obtiene dividiendo el beneficio neto anualizado entre el saldo medio del activo total 
del período. 

(7) La rentabilidad sobre el promedio de capital se obtiene dividiendo el beneficio neto anualizado entre el saldo medio del capital 
social del período. 

(8) El ratio media de capital sobre media de activos se obtiene dividiendo el saldo medio del capital social del período entre el saldo 
medio del activo total del período.
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LA OPERACIÓN 

A continuación se describen los principales aspectos de la operación. Si bien tanto Santander como 
Sovereign consideran que la siguiente información cubre los términos esenciales de la operación, la 
descripción ofrecida a continuación pudiera no contener toda la información importante para Vd. Santander 
y Sovereign recomiendan la lectura completa de este documento, incluyendo del contrato de la operación 
adjunto como Anexo A, al objeto de entender la operación en su integridad. 

Antecedentes de la Operación 

Santander es titular en la actualidad de 165.919.150 acciones ordinarias de Sovereign, que representan 
aproximadamente un 24,99% del capital social en circulación de Sovereign con derecho a voto. Santander 
realizó su inversión inicial en Sovereign en mayo de 2006 mediante la adquisición, conforme a los términos 
del Contrato de Inversión, de aproximadamente 88,7 millones de acciones, equivalentes aproximadamente a 
un 19,8% de las acciones ordinarias de Sovereign en circulación en ese momento, a un precio de 27 dólares 
por acción. El precio total de compra correspondiente a esta primera inversión fue de aproximadamente 2.400 
millones de dólares. El porcentaje actual de participación de Santander es el resultado de posteriores 
emisiones de nuevas acciones por parte de Sovereign, la participación de Santander en la ampliación del 
capital ordinario de Sovereign descrita a continuación y sucesivas compras en el mercado de acciones 
ordinarias de Sovereign, en cada caso de conformidad con los términos del Contrato de Inversión. 

Santander realizó su inversión conforme a un Contrato de Inversión que incluye (i) cláusulas restrictivas 
(standstill provisions) prohibiendo a Santander, hasta el 1 de junio de 2009, realizar cualquier oferta para 
adquirir Sovereign a un precio por acción inferior a 38,10 dólares, así como vender sus acciones hasta el 1 de 
junio de 2011; (ii) cláusulas restrictivas (standstill provisions) prohibiendo a Santander la adquisición de 
valores de Sovereign con derechos de voto que representen más de un 24,99% de los valores de Sovereign en 
circulación con derecho de voto; (iii) una prohibición sobre Sovereign, hasta el 1 de junio de 2009, de 
solicitar, poner en marcha cualquier acción o adoptar cualquier medida para facilitar o fomentar la 
presentación por parte de un tercero distinto de Santander de una propuesta de adquisición; (iv) ciertas 
limitaciones al derecho de Sovereign de responder a propuestas de adquisición no solicitadas que pudieran 
presentar terceros distintos de Santander, incluyendo, hasta el 1 de junio de 2009, una prohibición de negociar 
con terceros cualquier oferta de adquisición que contemple un precio inferior a 38,10 dólares por acción o de 
suscribir un contrato de adquisición con dicho tercero salvo que el precio de adquisición sea al menos de 
38,10 dólares por acción, y (v) ciertos derechos de first negotiation, last look y first look a favor de Santander. 
El Contrato de Inversión no impide a Sovereign obtener capital adicional a través de operaciones públicas o 
privadas. No obstante, dichas operaciones de capital no pueden tener como resultado que una misma persona 
o grupo de personas vinculadas se convierta en titular último de un porcentaje igual o superior al 25% de las 
acciones en circulación con derecho a voto de Sovereign (porcentaje igual al porcentaje actual de capital de 
Sovereign que tiene Santander). Asimismo, cualquier emisión de valores de Sovereign se encuentra sujeta a 
un derecho de adquisición preferente de Santander sobre la parte proporcional de dicha emisión 
correspondiente a su participación, de conformidad con los términos y mecanismos previstos en el Contrato 
de Inversión. Para mayor detalle, véase el apartado sobre “Información Adicional—Descripción del Contrato 
de Inversión”. 

A partir de 2006, las turbulencias en el mercado hipotecario, especialmente en el mercado de 
titulizaciones, así como problemas de liquidez sobre el sector financiero en general y cambios en las 
condiciones económicas comenzaron a afectar de forma negativa a la actividad, situación financiera y 
perspectivas de Sovereign. Las alteraciones en el mercado de ciertos valores y otros factores diversos hizo 
cada vez más difícil la valoración contable de dichos valores. Como resultado, Sovereign se vio obligada a 
depreciar el valor de determinados valores de su cartera de inversión, y comenzó una revisión de su actividad 
y operaciones. De forma adicional, la actividad indirecta de Sovereign de financiación para la adquisición de 
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vehículos, en particular la actividad indirecta de concesión de préstamos fuera de mercado para la adquisición 
de vehículos, comenzó a experimentar un deterioro en los ingresos, hasta el extremo de que finalmente 
Sovereign decidió poner fin a dicha actividad, lo que resultó en sustanciales pérdidas adicionales. 

El 23 de enero de 2008, Sovereign declaró pérdidas netas por importe de 1.300 millones de dólares, o 
2,85 dólares por acción, correspondientes a 2007, frente a unos ingresos netos de 137 millones de dólares, o 
0,30 dólares por acción diluida, correspondientes a 2006. Asimismo Sovereign anunció el final de sus 
declaraciones trimestrales de dividendos sobre acciones ordinarias.   

El 28 de abril de 2008, el consejo de administración de Sovereign se reunió para considerar posibles 
alternativas a efectos de obtener capital. Las alternativas consideradas incluyeron la posibilidad de captar 
capital en operaciones públicas o privadas, u obtener capital adicional de Santander, o una combinación de 
esas dos alternativas. Tras un análisis en profundidad, el consejo de administración de Sovereign estableció 
una nueva comisión en el seno del propio consejo con el objetivo de valorar y recomendar al consejo si 
Sovereign y Sovereign Bank debieran captar capital adicional y en qué términos. La comisión, conocida como 
la Comisión de Capital y Financiación, estaba integrada por los Sres. Ralph V. Whitworth (Presidente), María 
F. Ramírez y R. Michael Ehlerman. 

El 30 de abril de 2008, esta Comisión de Capital y Financiación instruyó al equipo gestor para que 
contratara los servicios de Lehman Brothers, Inc., o Lehman Brothers, al objeto de asistir a Sovereign en 
relación con las posibles alternativas de Sovereign para reforzar su capital. 

A lo largo de la siguiente semana, la Comisión de Capital y Financiación se reunió con carácter periódico 
con Lehman Brothers, Milbank, Tweed, Hadley and McCloy, LLP, o Milbank, y el equipo gestor al objeto de 
considerar, entre otras cuestiones, las necesidades actuales y previstas de capital de Sovereign, las condiciones 
actuales del mercado y estructuras alternativas para captar capital adicional, incluyendo la naturaleza de los 
valores que Sovereign o Sovereign Bank podrían emitir y el posible papel de Santander en cualquier emisión. 
Durante esa semana, los miembros de la Comisión de Capital y Financiación mantuvieron informados a los 
restantes consejeros de Sovereign, incluyendo a los consejeros designados por Santander, de sus 
conversaciones con Lehman.   

A lo largo de las siguientes semanas, la Comisión de Capital y Financiación trabajó junto con Lehman 
Brothers y los asesores legales de Sovereign al objeto de proponer la estructura de una operación de captación 
de capital que facilitara a Sovereign el capital necesario y pudiera cerrarse en un plazo breve. La Comisión de 
Capital y Financiación consultó durante el proceso a los representantes de Santander en el consejo.   

El 7 de mayo de 2008, los consejos de administración de Sovereign y Sovereign Bank celebraron una 
sesión conjunta para considerar una posible emisión de valores con el objeto de captar capital adicional. 
Lehman Brothers confirmó su disposición a colaborar con Sovereign para la realización de colocaciones 
aseguradas frente a una posible suscripción incompleta consistentes en (i) una oferta pública por parte de 
Sovereign de acciones ordinarias de Sovereign por importe de aproximadamente 1000 millones de dólares, y 
(ii) una emisión por Sovereign Bank, exenta de registro de conformidad con la Ley de Valores (Securities 
Act) de obligaciones subordinadas por un total de 500 millones de dólares de principal. Posteriormente y 
durante esta misma reunión, el Sr. Rodríguez-Inciarte, consejero de Sovereign designado por Santander, 
entregó a los demás consejeros de una carta de fecha 7 de mayo de 2008 dirigida por Santander al consejo de 
administración de Sovereign con una propuesta de inversión de capital conforme a la cual Santander se 
mostraba dispuesto a invertir un importe adicional de 1.500 millones de dólares en Sovereign en una forma 
que computara como capital Tier I, señalando asimismo que Santander permitiría al consejo determinar la 
proporción entre acciones ordinarias y preferentes a emitir por Sovereign. La propuesta de Santander consistía 
en la compra de valores de capital (equity securities) de Sovereign por importe de 1.500 millones de dólares a 
un precio superior en un 20% al descuento contemplado en la oferta de colocaciones aseguradas de Lehman 
Brothers. Debido a que la inversión habría incrementado el porcentaje de derechos de voto de Sovereign de 
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los que Santander habría sido titular hasta aproximadamente un 44% del capital con derecho a voto de 
Sovereign, Santander propuso depositar acciones que representasen un 5% del capital de Sovereign con 
derecho a voto en un voting trust. Asimismo, Santander propuso que la consumación de su inversión adicional 
estuviera sujeta a la aprobación de los accionistas de Sovereign. Tras realizar la presentación de esta 
propuesta, los consejeros vinculados a Santander abandonaron la reunión. A continuación los restantes 
consejeros debatieron la propuesta realizada por Santander (incluyendo, entre otros, (i) los efectos de esa 
operación sobre los restantes accionistas de Sovereign; (ii) el grado de control que la operación habría dado a 
Santander; (iii) el hecho de que Santander no pagase una “prima de control”; (iv) el hecho de que la operación 
no proporcionase valor de forma directa para los accionistas de Sovereign; (v) la necesidad de aprobación por 
parte de los accionistas de una operación de ese tipo y las implicaciones de calendario que conllevaría el 
acuerdo, y (vi) la opinión de Lehman Brothers respecto al efecto que tendría la operación en el mercado de 
negociación de las acciones ordinarias de Sovereign. El consejo de administración de Sovereign acordó, 
basándose en la recomendación emitida por la Comisión de Capital y Financiación, no aceptar la propuesta 
realizada por Santander, aprobando posteriormente llevar a cabo las emisiones de capital y deuda a ser 
aseguradas por Lehman Brothers. El 20 de mayo de 2008, Sovereign y Sovereign Bank cerraron una serie de 
operaciones de aumento de capital y emisión de deuda en las que se captó un total de aproximadamente 1.900 
millones de dólares. Santander suscribió su parte proporcional de la oferta de acciones emitidas por 
Sovereign, sin incluir las acciones correspondientes a las opciones por estabilización (over-allotment options). 

A partir de julio de 2008, y como respuesta al colapso de Indymac Bank, se difundió la noticia de que los 
depositantes de varios bancos estaban  inquietos por la seguridad de sus depósitos en esos bancos y estaban 
comenzando a retirar depósitos. Durante el mes de julio de 2008, Sovereign vio reducidos sus depósitos de 
ahorro comerciales y minoristas (commercial and retail money market accounts) y los depósitos a plazo (time 
deposits), con un descenso de la media de saldos de 743 millones de dólares. La dirección de Sovereign llegó 
a la conclusión de que las retiradas de depósitos se debían a dudas sobre la seguridad y solidez del sector 
bancario en general, puestas de relieve por el colapso de Indymac, y a las agresivas promociones comerciales 
en relación a los depósitos a plazo realizadas por Wachovia, PNC y Bank of America. 

El 22 de julio de 2008 el consejo de administración de Sovereign decidió incorporar a Gonzalo de las 
Heras como miembro de la Comisión de Capital y Financiación. 

El 11 de agosto de 2008, la Comisión de Capital y Financiación, que se había reunido por última vez en 
mayo de 2008, convocó una reunión para revisar las opciones de inversión recomendadas por la dirección de 
Sovereign. 

En septiembre de 2008, la crisis de crédito que afectaba a los Estados Unidos y a la economía mundial 
comenzó a agudizarse. El 7 de septiembre de 2008, el Departamento del Tesoro estadounidense, en adelante 
el Departamento del Tesoro, anunció la intervención (conservatorship) de las entidades Fannie Mae y Freddie 
Mac. Como parte de la operación, el Departamento del Tesoro se comprometió a prestar su apoyo a esas 
entidades y acordó una inyección de fondos de hasta 100.000 millones de dólares para cada una de dichas 
entidades. A cambio, Fannie Mae y Freddie Mac emitieron a favor del Departamento del Tesoro acciones 
preferentes senior y warrants para la adquisición de un 79,9% del capital social ordinario por un precio de 
1/1000 centavos de dólar por acción, suspendiéndose el pago de dividendos correspondientes a las acciones 
preferentes en circulación en ese momento. La operación tuvo como consecuencia una fuerte reducción del 
valor de las acciones preferentes de Fannie Mae y Freddie Mac, así como la práctica eliminación del valor de 
sus acciones ordinarias. 

El 8 de septiembre de 2008, Sovereign comunicó que, a 30 de junio de 2008, era titular de un importe 
total de 622,6 millones de dólares en acciones preferentes (perpetual preferred stock) de Fannie Mae y 
Freddie Mac, que acumulaban una pérdida no realizada de 34,4 millones de dólares, y estimaba que la 
actuación del Departamento del Tesoro afectaría negativamente al valor de esos valores, por lo que preveía 
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contabilizar un cargo por deterioro no reversible (non-cash other-than-temporary impairment) por el valor de 
esas inversiones en el trimestre finalizado el 30 de septiembre de 2008. 

A partir de la semana del 8 de septiembre de 2008, y de forma adicional a las reacciones del mercado al 
plan de actuación del Departamento del Tesoro sobre Fannie Mae y Freddie Mac, los precios de las acciones 
cotizadas de las principales sociedades de servicios financieros experimentaron una fuerte caída conforme 
comenzaban a circular rumores e informaciones sobre las dificultades financieras de Lehman Brothers 
Holdings, Inc. A comienzos de la siguiente semana, Merrill Lynch & Co acordaba su absorción por Bank of 
America con un importante descuento sobre sus precios de cotización recientes y, tras diversos intentos 
fallidos por encontrar un comprador o asegurar el apoyo financiero del gobierno estadounidense, Lehman 
Brothers Holdings, Inc. solicitaba su quiebra. El colapso de Lehman Brothers Holdings, Inc. llevó a la 
práctica congelación del mercado de papel comercial que, a su vez, afectó seriamente al crédito bancario a 
nivel global.  

En septiembre de 2008, Sovereign aumentó su provisión para pérdidas por préstamos, fijándola en última 
instancia en 304 millones de dólares para el tercer trimestre de 2008, frente a los 132 millones de dólares 
correspondientes al segundo trimestre de 2008. La razón de este aumento fue la existencia de un escenario 
económico mucho más agitado y la probabilidad de que ese nivel de provisión, como proporción del importe 
total de préstamos, debiera mantenerse. Adicionalmente, los saldos de depósitos al final del periodo 
descendieron en 2.900 millones de dólares durante septiembre. Los depósitos comerciales, minoristas y 
depósitos del gobierno (government deposits) descendieron en 648 millones de dólares, 536 millones de 
dólares y mil millones de dólares, respectivamente. Una parte significativa de la reducción de los depósitos 
minoristas y comerciales se produjo en los depósitos de ahorro con saldos que traspasaban los límites de 
aseguramiento de depósitos de la FDIC, especialmente en los depósitos comerciales.  

A partir de mediados de septiembre de 2008, Sovereign llegó a la conclusión de que, como consecuencia 
de la ausencia de un mercado de crédito interbancario en Estados Unidos que funcionara adecuadamente en 
ese momento y la incapacidad general de los bancos de disponer de líneas de crédito, la entidad debería tomar 
prestados fondos con cargo a la ventana de descuento de la Reserva Federal al objeto de cubrir sus 
necesidades de financiación a corto plazo.   

El 19 de septiembre de 2008, Sovereign cerró la venta de la totalidad de su cartera de collateralized debt 
obligations o CDOs, compuesta en su totalidad de credit default swaps sintéticos referenciados a deuda 
corporativa (corporate debt). Como consecuencia de la pérdida aflorada en tales ventas, el capital tangible de 
Sovereign se redujo en un importe total de 602 millones de dólares. Sovereign decidió vender su cartera de 
CDOs debido a que la valoración de la cartera de tales instrumentos había sufrido una importante volatilidad 
durante el año anterior como resultado de las condiciones existentes en los mercados de crédito, sirviendo su 
venta para suprimir este factor de volatilidad de su estructura de capital. 

Igualmente el 19 de septiembre de 2008, y en respuesta al deterioro sostenido del mercado financiero, el 
Departamento del Tesoro anunció su Troubled Assets Recovery Program, o TARP, un plan de 700.000 
millones de euros conforme al cual el gobierno federal estadounidense adquiriría determinados activos 
directamente de las entidades financieras. Sin embargo, la aplicación y financiación de este plan exigía la 
aprobación de la correspondiente legislación por parte del Congreso, así como la aprobación de dicha 
legislación por el Presidente de los Estados Unidos. Durante los siguientes días se produjo una gran 
incertidumbre en torno al hecho de si la legislación en cuestión sería efectivamente aprobada y, en 
consecuencia, sobre si el programa TARP saldría adelante y en qué términos. Existía igualmente 
incertidumbre respecto al hecho de qué entidades tendrían derecho a participar en el programa. 

El 21 de septiembre de 2008, Goldman Sachs y Morgan Stanley, los únicos dos grandes bancos de 
inversión independientes que quedaban en Estados Unidos en ese momento, anunciaron su transformación en 
holding bancarios (bank holding companies). 
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El 25 de septiembre de 2008, Washington Mutual Bank — la principal filial de Washington Mutual Inc y 
mayor entidad de ahorro (thrift institution) del país, así como la sexta mayor institución en depósitos en ese 
momento—  fue intervenida por la Office of Thrift Supervision, sometida a administración (receivership) por 
la Federal Deposit Insurance Corporation, o FDIC, y vendida a JPMorgan Chase en una operación en la que 
JPMorgan Chase no asumió ninguno de los pasivos de la sociedad matriz ni la deuda senior ni la deuda 
subordinada de Washington Mutual Bank. Washington Mutual presentó su solicitud de concurso al día 
siguiente y se comunicó que la probabilidad de que sus accionistas y tenedores de deuda recibieran pago o 
distribución alguna de fondos correspondiente a sus valores era escasa. En relación con estas circunstancias, 
empezaron a circular rumores en el mercado sobre la viabilidad de Wachovia Corporation —la cuarta mayor 
entidad bancaria del país en ese momento— tras una serie de acontecimientos en los que se apuntó por un 
tiempo a una posible propuesta para la adquisición de algunas partes de Wachovia en el marco de una 
operación con la participación de la FDIC, circunstancias que en última instancia llevaron a la aceptación por 
parte de Wachovia de su adquisición por Wells Fargo & Company el 3 de octubre de 2008. Estas operaciones 
y las circunstancias en las que se produjeron acentuaron las ya significativas presiones existentes sobre 
Sovereign y otras entidades bancarias de los Estados Unidos. 

El 29 de septiembre de 2008, la Cámara de Representantes de los Estados Unidos votó en contra de la 
aprobación de la legislación en materia de asistencia financiera necesaria para autorizar el TARP. El índice 
Dow Jones Industrial Average sufrió su mayor caída en puntos en un mismo día de toda su historia, de casi 
778 puntos o un 6,98%. En ese mismo día, la cotización de las acciones ordinarias de Sovereign cayó un 72% 
hasta los 2,33 dólares. 

Ese mismo día, y tras el cierre del mercado, se reunió la Comisión de Capital y Financiación, que no se 
reunía desde el 11 de agosto de 2008. El Sr. Walters informó de la caída sufrida en la cotización de las 
acciones ordinarias de Sovereign y del impacto negativo de la misma en la actividad reciente de préstamos y 
depósitos de Sovereign Bank. La Comisión de Capital y Financiación acordó la conveniencia de contratar un 
asesor financiero para considerar las alternativas estratégicas y en materia de financiación de Sovereign. 
Asimismo, esta Comisión (excluyendo la participación del Sr. de Las Heras) analizó la carta remitida por una 
entidad, o la Parte B, relacionada con la misma persona que había firmado la carta de la Parte A (Véase 
“Desarrollos Recientes” - “Otros Desarrollos Recientes”), que manifestaba el interés de la Parte B en 
(i) adquirir Sovereign por un precio, a pagar en dinero, equivalente al valor contable de su valor en libros 
(tangible book value), adquisición que tendría como propósito excluir a Sovereign de cotización o (ii) inyectar 
capital en los términos y condiciones que se acordasen con Sovereign, estando ambas opciones sujetas a la 
realización de una due diligence. Aparte de lo anterior, la carta no especificaba los términos y condiciones 
esenciales que regirían esas operaciones. El 30 de septiembre de 2008 Sovereign envió una carta a la Parte B 
informándole de que el Contrato de Inversión impedía a Sovereign responder al interés de la Parte B respecto 
a cualquier adquisición de Sovereign y de que tendrían en cuenta el interés de la Parte B en realizar 
inversiones adicionales en Sovereign en caso de que Sovereign decidiese en el futuro captar capital adicional. 

Entre el 30 de septiembre y el 9 de octubre de 2008, la Comisión de Capital y Financiación y/o el consejo 
de administración en pleno de Sovereign se reunieron prácticamente a diario. La Comisión de Capital y 
Financiación se reunió los días 30 de septiembre y 1 de octubre. El consejo de administración de Sovereign se 
reunió los días 2, 6, 7, 8 y 9 de octubre. En estas reuniones, los miembros de la Comisión de Capital y 
Financiación o, en su caso, del consejo de administración de Sovereign, analizaron la actividad de préstamos 
y depósitos de Sovereign Bank, consideraron el efecto de la crisis del sector financiero y los mercados en 
curso así como las novedades legislativas relevantes para la actividad de Sovereign (incluyendo la 
incertidumbre respecto a calendario, términos, desarrollo y aplicabilidad del programa TARP a Sovereign), la 
situación y perspectivas financieras, la actuación de Moody’s respecto a la calificación de la deuda de 
Sovereign, los resultados previstos para el tercer trimestre y el impacto de los mismos sobre Sovereign. La 
Comisión de Capital y Financiación consideró las opciones estratégicas de Sovereign, incluyendo una 
operación de captación de capital o una posible venta de la entidad. En cada caso, los consejeros de Santander 
integrados en la Comisión de Capital y Financiación o en el consejo de administración de Sovereign 
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participaron en el análisis de la actividad de Sovereign y en la consideración del efecto de la crisis del 
mercado y del sector financiero sobre Sovereign Bank, abandonando a continuación la reunión. Los 
consejeros de Santander no estuvieron presentes ni participaron en ninguna de las discusiones ni de la 
Comisión de Capital y Financiación ni del consejo de administración de Sovereign relativas a cualquier 
operación que pudiera involucrar a Santander. De forma adicional, y en el curso de estas reuniones, (i) los 
asesores del consejo de administración de Sovereign y de la Comisión de Capital y Financiación analizaron 
con los consejeros no designados por Santander los términos del Contrato de Inversión, y (ii) como resultado 
de sus informes casi diarios, el Sr. Walters reveló datos que indicaban que desde el 30 de junio de 2008, 
Sovereign había perdido aproximadamente 4.200 millones de dólares en depósitos, aproximadamente un 8,8% 
de su volumen total de depósitos, y que 1.100 millones de dólares en depósitos, esto es un 27% del volumen 
total de depósitos perdido desde el 30 de junio de 2008, habían sido retirados los días 29 y 30 de septiembre. 

El 30 de septiembre de 2008, la Comisión de Capital y Financiación (sin la participación del Sr. de Las 
Heras) recomendó al consejo de administración de Sovereign contratar los servicios de Barclays como asesor 
financiero. En consecuencia, Sovereign contrató formalmente a Barclays para actuar como único asesor 
financiero de Sovereign en relación con la posible venta de Sovereign, así como para explorar distintas 
alternativas para la obtención de capital. El equipo de Barclays contratado para trabajar con Sovereign estaba 
integrado por las mismas personas que, como empleados de Lehman Brothers, ya habían trabajado en su 
momento con Sovereign en la primavera de 2008.  

Ese mismo día, Moody’s Investors Service rebajó la calificación de la deuda senior de Sovereign, 
pasando de Baa1 a Baa2, así como la calificación de la deuda senior de Sovereign Bank, que bajó de A3 a 
Baa1. Moody’s anunció igualmente que todas las calificaciones otorgadas a Sovereign estaban siendo 
revisadas, siendo posible una rebaja aún mayor y explicó que la rebaja en la calificación se debía a las 
considerables pérdidas que Sovereign iba a tener que contabilizar como consecuencia de su exposición a los 
valores de Fannie Mae y Freddie Mac y a las pérdidas incurridas por Sovereign en la venta de su cartera de 
CDOs.  Asimismo Moody’s anunció que Sovereign continuaba expuesta a distintas carteras de activos con 
problemas, lo que podría conllevar unos costes de crédito aún mayores y un posible efecto negativo en la 
posición de capital de Sovereign. 

Además, el 30 de septiembre de 2008, en sendas reuniones de los consejos de administración de 
Sovereign y Sovereign Bank, y como parte del proceso de búsqueda y evaluación continua de directivos, 
Sovereign y Sovereign Bank acordaron prescindir de los servicios de Joseph P. Campanelli, hasta entonces 
Presidente y Consejero Delegado de Sovereign y Sovereign Bank, y designar a Paul A. Perrault como nuevo 
Consejero Delegado y Presidente de ambas entidades con efectos a partir del 3 de enero de 2009. Sovereign y 
Sovereign Bank designaron igualmente al Sr. Walters para asumir las funciones de Consejero Delegado y 
Presidente con carácter temporal hasta dicha fecha.  

El 7 de octubre de 2008, los consejeros no designados por Santander y sus asesores legales y financieros 
se reunieron para considerar la posibilidad de captar capital en operaciones públicas o mediante operaciones 
de private equity, la continuidad del banco como entidad independiente junto con la adopción de medidas para 
maximizar su capital y liquidez, o la búsqueda de una operación de “cambio de control”, lo que supondría 
negociar una posible operación con Santander, todo ello teniendo en cuenta el estado de los mercados de 
capitales públicos (y, en particular, las dudas expresadas por Santander respecto de su disposición a participar 
en una operación de captación de capital pública en vista de las pérdidas sufridas por Santander con motivo de 
su participación en el aumento de capital de Sovereign llevado a cabo en mayo de 2008 y en vista del hecho 
de que, al cierre del tercer trimestre de 2008, Sovereign había perdido más del 50% de los aproximadamente 
1.400 millones obtenidos como capital Tier I en mayo de 2008 como consecuencia de la contabilización de 
las pérdidas de valor de sus inversiones en Fannie Mae, Freddie Mac y en CDOs) y privados, la 
disponibilidad de fuentes de capital y liquidez y los términos del Contrato de Inversión. 
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El 8 de octubre de 2008, los consejeros no designados por Santander contrataron los servicios de Sullivan 
& Cromwell LLP como asesores respecto del análisis y ejecución por parte de los consejeros de las distintas 
alternativas estratégicas de Sovereign, manteniendo a Milbank como representante de Sovereign. 

Igualmente en esa misma fecha, el equipo gestor de Sovereign informó al consejo de administración de 
Sovereign que probablemente los resultados del tercer trimestre de la entidad, que probablemente estarían 
listos y disponibles para su publicación alrededor de mediados del mes de octubre, reflejarían unas pérdidas 
netas de aproximadamente 980 millones de dólares. El equipo gestor destacó que la mayoría de estas pérdidas 
eran debidas al ajuste por depreciación del valor de las inversiones en Fannie Mae y Freddie Mac tras la 
intervención (conservatorship) decretada para estas entidades y, en menor medida, a la pérdida resultante de 
la venta de la cartera de CDOs. El equipo gestor llamó la atención de los consejeros sobre el hecho de que 
Sovereign ya había dado a conocer en anteriores comunicados de prensa el importe de las pérdidas derivadas 
de los CDOs y que el valor de las inversiones en Fannie Mae y Freddie Mac quedaría permanentemente 
deteriorado y conllevaría una amortización por depreciación en el tercer trimestre. Los gestores señalaron 
igualmente que la reciente rebaja en la calificación otorgada por Moody's era atribuible a la preocupación 
respecto del efecto sobre Sovereign de estas potenciales pérdidas. 

El 9 de octubre de 2008, Sovereign recibió una segunda carta de la Parte B. Esta carta manifestaba un 
interés en adquirir la red de sucursales de Sovereign Bank, incluyendo los depósitos y préstamos 
correspondientes, que abarca el segmento de la Mid-Atlantic Banking Division con una prima sobre depósitos 
del 5% - 7%, sujeto a la realización de una due diligence. Tras una detallada conversación con su asesor 
financiero, el consejo de administración de Sovereign (excepto los miembros del consejo relacionados con 
Santander, que no participaron en esas conversaciones) llegó a la conclusión de que esa propuesta no iba en 
favor de los mejores intereses de Sovereign, sus accionistas y otros grupos de interés. Sovereign no respondió 
a Parte B. Adicionalmente, Sovereign llegó a la conclusión de que la carta no constituía una propuesta de 
adquisición (acquisition proposal) conforme a la definición de dicha expresión prevista en el Contrato de 
Inversión y que, en consecuencia, la sociedad no estaba obligada de conformidad con el Contrato de Inversión 
a comunicar formalmente a Santander la existencia de dicha propuesta (aunque Sovereign sí proporcionó a 
Santander una copia de esa carta). 

El 9 de octubre de 2008, y en vista de la posibilidad de que una de las opciones de Sovereign pudiera ser 
una operación en la que participaría Santander, el consejo de administración de Sovereign, sin la participación 
de los consejeros designados por Santander, acordó autorizar a aquellos integrantes de la Comisión de Capital 
y Financiación que no tuvieran vinculación con Santander a constituir un comité especial (en adelante, el 
Comité Especial) dotado de facultades específicas para el análisis de las opciones estratégicas de Sovereign, 
incluyendo el análisis de una posible operación estratégica con Santander. 

En concreto, el consejo de administración de Sovereign facultó al Comité Especial a, entre otros aspectos, 
negociar con Santander en nombre de Sovereign cualquier operación en la que participara Santander, 
renunciar a hacer valer cualquier incumplimiento potencial por Santander del Contrato de Inversión que 
pudiera tener lugar como consecuencia de las negociaciones correspondientes a dicha operación, incluyendo 
la renuncia a la facultad de hacer valer la cláusula del Contrato de Inversión que prohibía a Santander 
presentar una propuesta de adquisición por importe inferior a 38,10 dólares por acción, y a emitir 
recomendaciones al consejo de administración de Sovereign en relación con cualquier posible operación.  

El 9 de octubre de 2008, y de conformidad con la recomendación del Comité Especial, Sovereign remitió 
a Santander una carta manifestando que Sovereign estaba analizando diferentes opciones estratégicas en vista 
de los desarrollos del mercado y que, como parte de ese análisis, Sovereign, a través de la Comisión Especial, 
estaba dispuesto a comenzar conversaciones preliminares con Santander respecto a una posible operación con 
Santander. Debido a que las limitaciones contenidas en el Contrato de Inversión impedían a Sovereign 
comenzar conversaciones específicas con Santander, la carta de Sovereign comunicaba a Santander que, si 
Santander estaba dispuesto comenzar esas conversaciones, Sovereign no consideraría las conversaciones con 
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Santander en relación a cualquier operación o cualquier propuesta que hiciera al respecto Santander a la 
Comisión Especial como un incumplimiento del Contrato de Inversión. La carta constituía una renuncia a los 
únicos efectos de permitir esas conversaciones y Sovereign se reservaba el derecho a interrumpir en cualquier 
momento cualesquiera conversaciones y a dar por terminado la vigencia de esa renuncia. Puesto que la carta 
no constituía una modificación al Contrato de Inversión o una renuncia de carácter permanente, sino más bien 
una renuncia técnica y de carácter temporal para permitir a las partes comenzar conversaciones preliminares 
respecto a una posible operación, Sovereign no consideró necesiario solicitar,y no solicitó, el pago de una 
contraprestación por parte de Santander. Asimismo, la carta de Sovereign manifestaba a Santander que todos 
los derechos y obligaciones respectivos de las partes derivados del Contrato de Inversión continuaban en 
vigor, incluyendo ciertas limitaciones al derecho de Sovereign de responder a propuestas de adquisición no 
solicitadas salvo que esa propuesta de adquisición no solicitada fuese a un precio superior a 38,10 dólares por 
acción. Tras la recepción de esta carta, Sovereign y Santander suscribieron un acuerdo de confidencialidad en 
virtud del cual acordaron que cualquier información recibida por cualquiera de las partes al objeto de evaluar 
cualquier posible operación tendría carácter confidencial. 

Entre los días 10 y 13 de octubre de 2008, y en distintas ocasiones, Sovereign comunicó a su regulador 
principal, la OTS (Office of Thrift Supervision), el estado y los términos de las conversaciones con Santander. 

En la noche del 10 de octubre de 2008, los asesores financieros de Santander notificaron verbalmente a 
Barclays una oferta para adquirir el 100% de los valores con derecho a voto de Sovereign, conforme a una 
ecuación de canje de 0,294 ADSs de Santander por cada acción ordinaria de Sovereign –lo que suponía un 
precio implícito por acción de 3,83 dólares, tomando en cuenta el precio al cierre de ese día de la ADS de 
Santander. La oferta también preveía el aumento en 600 millones de dólares por parte de Santander del 
importe disponible de un crédito concedido a Sovereign Bank, el cual sería garantizado en términos por 
definir y vendría acompañado de la emisión de warrants sobre las acciones ordinarias de Sovereign. Dicha 
oferta exigía que Relational Investors, LLC y ciertos accionistas vinculados a dicha entidad, que constituían 
en conjunto el segundo mayor accionista de Sovereign, y cada uno de los consejeros de Sovereign no 
designados por Santander se comprometieran, en su condición de accionistas de Sovereign, a apoyar y votar a 
favor de la operación. Barclays transmitió y analizó esta oferta con el Comité Especial y sus asesores legales. 

En la mañana del 11 de octubre de 2008, el Comité Especial y Barclays presentaron los términos de la 
oferta de Santander ante el consejo de administración de Sovereign (excluyendo los consejeros nombrados 
por Santander). Tras una exhaustiva discusión, el consejo de administración de Sovereign (excluyendo los 
consejeros nombrados por Santander) prepararon, basándose en el asesoramiento de sus asesores financieros y 
legales, una contra-oferta articulada en dos opciones (two-tiered counter offer) para hacer a Santander e 
instruyó al Comité Especial a que continuara las negociaciones con Santander y facultó al mismo y a Barclays 
para entregar esa contraoferta a Santander. Como resultado de estas conversaciones, Barclays informó a los 
asesores financieros de Santander que el consejo de administración de Sovereign estaría dispuesto a 
considerar una oferta que valorara las acciones ordinarias de Sovereign a un precio de 5,50 dólares por acción, 
siempre y cuando el consejo de administración de Sovereign tuviera derecho, durante el período transcurrido 
entre la firma del contrato final y el cierre, a responder a ofertas no solicitadas que pudieran presentar 
terceros. Barclays comunicó asimismo a los asesores financieros de Santander que para que el consejo de 
administración de Sovereign aceptase considerar una oferta que no contemplara el derecho de Sovereign a 
responder a ofertas no solicitadas presentadas por un tercero durante dicho período, el precio por acción 
debería ser sustancialmente superior al indicado de 5,50 dólares por acción. De forma adicional, Barclays 
transmitió a los asesores financieros de Santander que Sovereign no estaba interesada en aquella parte de la 
oferta de Santander referida a un aumento del volumen del crédito concedido a Sovereign o los warrants 
relacionados con ella. 

Esa misma tarde, el Comité Especial y Barclays se reunieron para considerar las negociaciones en marcha 
con Santander y con sus asesores legales y financieros. Barclays comunicó al Comité Especial que los 
asesores financieros de Santander le habían informado que Santander, teniendo en cuenta los resultados de su 
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ejercicio de due diligence realizado hasta la fecha, no estaba dispuesto a acceder a un aumento del precio. 
Además, Santander no estaba tampoco dispuesto a conceder al consejo de administración de Sovereign el 
derecho a responder a ofertas no solicitadas recibidas de terceros. 

Posteriormente esa misma tarde, el Comité Especial se reunió nuevamente para continuar la conversación 
anterior. Milbank y Sullivan & Cromwell analizaron con los miembros del Comité Especial las obligaciones 
fiduciarias de los consejeros en el contexto de la operación propuesta por Santander. 

Esa noche, el Comité Especial se reunió de nuevo al objeto de continuar la conversación anterior. 
Milbank informó al Comité Especial que los asesores legales externos de Santander habían remitido el primer 
borrador del contrato de la operación propuesta a Milbank. Milbank manifestó que el borrador de contrato 
propuesto no incluía la previsión solicitada que permitiría al consejo de administración de Sovereign 
responder a una oferta no solicitada de un tercero y que contenía diversas disposiciones prohibiendo a 
Sovereign responder a ofertas no solicitadas. 

A la mañana siguiente, el 12 de octubre de 2008, se reunió el consejo de administración de Sovereign (sin 
la presencia de los consejeros designados por Santander). Diversos miembros del Comité Especial y Milbank 
pusieron al consejo de administración de Sovereign al corriente de los acontecimientos, procediendo los 
consejeros a tratar los términos del borrador de contrato propuesto por Santander para la operación. El consejo 
de administración de Sovereign solicitó a sus asesores legales que revisaran los principios legales de conducta 
aplicables a las decisiones y actuaciones del consejo relativas a la operación propuesta, pasando 
posteriormente a analizar las alternativas estratégicas de Sovereign incluyendo la posibilidad de captar capital 
en operaciones públicas o mediante operaciones de private equity, de que el banco continuase operando 
independientemente junto con la adopción de medidas para maximizar su capital y liquidez, o la búsqueda de 
una operación de “cambio de control”, lo que supondría negociar una posible operación con Santander, todo 
ello teniendo en cuenta el estado de los mercados de capitales públicos y privados, la disponibilidad de 
fuentes de capital y liquidez y los términos del Contrato de Inversión. A lo largo de ese día, Milbank y 
Barclays estuvieron negociando con los asesores financieros y legales de Santander, informando 
posteriormente al Comité Especial que Santander había accedido a (i) conceder al consejo de administración 
de Sovereign el derecho a facilitar información no pública al tercero que presentara una oferta no solicitada, 
así como a entrar en negociaciones con dicho tercero y, en determinadas circunstancias, a modificar de forma 
contraria a los intereses de Santander la recomendación del consejo de administración de Sovereign de 
aprobar y adoptar el contrato de la operación; a (ii) eliminar las referencias al crédito y warrants propuestos 
como parte de la operación (y que en cada caso Santander había inicialmente insistido en su carácter esencial 
como parte de la operación); y a (iii) cambios contractuales adicionales: 

• extender considerablemente las exclusiones a la definición de “Efecto Material Adverso para la 
Sociedad” y por tanto limitar la condicionalidad del contrato de la operación desde la perspectiva de 
Sovereign; 

• limitar muchas de las declaraciones y garantías de Sovereign en el contrato de la operación a través de 
umbrales de “significación” y de “Efecto Material Adverso para la Sociedad” y limitaciones de 
“conocimiento” y por tanto disminuir la probabilidad de que se diera un supuesto que habilitase a 
Santander a retirarse de la operación en caso de inexactitud de esas declaraciones y garantías; y 

• eliminar ciertos supuestos que daban lugar a la obligación por parte de Sovereign de pagar a Santander 
una cláusula penal por terminación e introducir condiciones adicionales en otros de esos supuestos. 

Milbank informó asimismo al consejo de administración de Sovereign que, sin perjuicio de cualquier 
modificación de la recomendación o de la terminación del contrato de la operación, las disposiciones del 
Contrato de Inversión relativas a la capacidad de Sovereign para suscribir una operación con un tercero 
seguían vigentes. 
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En la noche del 12 de octubre de 2008, se reunió nuevamente el consejo de administración de Sovereign. 
Tras la apertura de la reunión, los consejeros designados por Santander se ausentaron de la misma. Milbank y 
Sullivan & Cromwell pasaron a analizar en detalle con el consejo de administración de Sovereign los 
términos legales de la operación propuesta, así como los principios legales de conducta aplicables a las 
decisiones y actuaciones del consejo en relación con dicha operación. A continuación Barclays analizó las 
alternativas estratégicas de Sovereign distintas de la operación propuesta por Santander discutida antes esa 
misma mañana. Tras una cuidadosa consideración con sus asesores financieros y legales de las alternativas 
disponibles para Sovereign así como una consideración de las circunstancias de Sovereign en esa fecha, el 
consejo de administración llegó a la conclusión de que en ese momento Sovereign no disponía 
(razonablemente) de una operación de adquisición alternativa. Asimismo Barclays presentó oralmente ante el 
consejo de administración de Sovereign su opinión, que sería posteriormente confirmada por escrito mediante 
documento de fecha 13 de octubre de 2008, en el sentido de que, con sujeción a las salvedades y basándose en 
las asunciones expuestas, y posteriormente confirmadas por escrito en el referido documento, desde un punto 
de vista financiero la ecuación de canje ofrecida a los accionistas de Sovereign resultaba justa (fair) para los 
accionistas de Sovereign (distintos de Santander o sus afiliadas, sin que Barclays manifestase opinión alguna 
respecto al carácter justo o no de esa ecuación para Santander o sus afiliadas) teniendo en cuenta las 
circunstancias de Sovereign a dicha fecha. El consejo de administración de Sovereign abordó igualmente el 
posible efecto en el mercado y en la percepción de los inversores si la operación propuesta por Santander no 
tuviera lugar, en particular teniendo en cuenta los rumores en los medios de comunicación y los informes que 
habían aparecido durante el día y en los que se hacía referencia a una posible adquisición por parte de 
Santander. El consejo de administración de Sovereign instruyó al Comité Especial y a sus asesores a que 
trabajaran para resolver los restantes puntos abiertos y suspendió la reunión hasta la mañana siguiente. 

El 13 de octubre de 2008, en respuesta a diversas noticias aparecidas en los medios de comunicación y 
antes de la apertura del mercado en España, Santander emitió un comunicado de prensa confirmando que se 
hallaba en negociaciones con Sovereign relativas a una adquisición, sin que se hubiera alcanzado aún acuerdo 
alguno. 

Aproximadamente a las 6:30 a.m. del 13 de octubre de 2008, el consejo de administración de Sovereign 
(sin la participación de los consejeros designados por Santander) se reunió nuevamente al objeto de continuar 
su sesión previamente suspendida y retomar el análisis del estado de las negociaciones con Santander. 
Milbank presentó al consejo de administración de Sovereign los puntos de la operación propuesta que 
continuaban abiertos y explicó los términos del acuerdo de voto cuya adopción por parte de Relational y de 
cada consejero había sido solicitada en relación con el contrato de la operación. Finalizado el debate, el 
consejo de administración de Sovereign instruyó a Milbank a que continuara las negociaciones al objeto de 
cerrar los puntos que seguían abiertos y suspendió la reunión hasta un momento posterior de esa misma 
mañana. 

Antes de la apertura del mercado de Nueva York, Sovereign emitió un comunicado de prensa similar al 
emitido unas horas antes por Santander, en el que confirmaba que Sovereign se encontraba en conversaciones 
avanzadas con Santander de cara a una posible combinación de negocios entre ambas compañías y señalaba 
asimismo que, sin embargo, aún no podía garantizarse que se fuese a alcanzar un acuerdo o cerrar una 
operación. 

El Comité Especial recomendó por unanimidad al consejo de administración de Sovereign la aprobación 
y adopción del contrato de la operación. 

Posteriormente y en esa misma mañana, y una vez reanudada su sesión previamente suspendida, el 
consejo de administración de Sovereign (sin la participación de los consejeros designados por Santander 
quienes no estuvieron presentes en ese momento) consideró junto con Milbank y Sullivan & Cromwell los 
restantes puntos abiertos de la negociación. Barclays revisó sus análisis relativos a la operación propuesta con 
el consejo de administración de Sovereign, conforme se describe con mayor detalle en el epígrafe posterior “– 
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Opinión de Barclays como Asesor Financiero de Sovereign”. Tras el correspondiente análisis y discusión 
entre los miembros del consejo de administración de Sovereign presentes en ese momento en la reunión (esto 
es, todos los consejeros salvo los nombrados por Santander), incluyendo la consideración de los factores 
señalados bajo el epígrafe “– Razones de Sovereign para la Operación; Recomendación del Consejo de 
Administración de Sovereign”, los consejeros concluyeron que la operación es recomendable y en el mejor 
interés de Sovereign, de sus accionistas y otros grupos de interés, votando los consejeros presentes en la 
reunión por unanimidad –si bien con sujeción a la resolución de una única cuestión final aún pendiente 
relativa al acuerdo de voto– a favor de la aprobación del contrato de la operación y de las operaciones 
previstas en el mismo. 

Posteriormente ese día, se celebró una reunión conjunta de los consejos de administración de Sovereign y 
Sovereign Bank con la presencia de todos los consejeros, incluyendo en un primer momento la de los 
consejeros designados por Santander. Tras hacer acto de presencia para renunciar a su derecho de ser 
notificados acerca de la convocatoria de la reunión, los consejeros designados por Santander abandonaron la 
misma. Sullivan & Cromwell resumió el estado de las negociaciones relativas a la cuestión final aún 
pendiente sobre el acuerdo de voto.   

A continuación Barclays explicó al consejo de administración de Sovereign (salvo a los consejeros 
designados por Santander, que no estaban presentes) que, debido a un error de comunicación entre los 
asesores financieros de las partes, el contrato de la operación reflejaba una ecuación de canje de 0,2924 
acciones ordinarias de Santander por acción ordinaria de Sovereign, lo que suponía un valor implícito de 3,81 
dólares por acción ordinaria de Sovereign, en lugar de la ecuación de canje anteriormente comunicada al 
consejo de administración de Sovereign de 0,294, lo que suponía un valor implícito de 3,83 dólares por 
acción. Barclays confirmó que esta discrepancia no alteraba su opinión de que, con sujeción a las salvedades y 
basándose en las asunciones señalados en la propia opinión, desde un punto de vista financiero la ecuación de 
canje ofrecida a los accionistas de Sovereign resultaba justa (fair) para dichos accionistas teniendo en cuenta 
las circunstancias de Sovereign a esa fecha.  

Tras la revisión y correspondiente discusión por parte de los miembros del consejo de administración de 
Sovereign (con exclusión de los consejeros designados por Santander, que no estaban presentes) de los 
términos definitivos del contrato de la operación y del acuerdo de voto, los consejeros presentes, esto es, 
todos los consejeros integrantes del consejo de administración de Sovereign salvo los designados por 
Santander, ratificaron por unanimidad todos los acuerdos adoptados en la reunión anterior, en los que se 
aprobaba el contrato de la operación y las operaciones previstas en el mismo, aprobando igualmente la 
ecuación de canje. 

Poco después, las partes suscribieron el contrato de la operación y los acuerdos de voto, siendo anunciada 
la operación en un comunicado de prensa emitido por Santander. 

Razones de Sovereign para la Operación; Recomendación del Consejo de Administración de Sovereign 

Tras considerar los efectos sobre todos los grupos de interés afectados por la operación, incluyendo el 
efecto social y económico de la misma sobre los depositantes, empleados, clientes, proveedores y titulares de 
valores (incluyendo deuda y títulos preferentes), el consejo de administración de Sovereign concluyó que el 
contrato de la operación y las operaciones previstas en él resultan recomendables y en el mejor interés de 
Sovereign, sus accionistas y otros grupos de interés. En consecuencia, el consejo de administración de 
Sovereign, excluyendo aquellos integrantes del mismo vinculados a Santander, aprobó por unanimidad la 
adopción del contrato de la operación, e igualmente recomienda por unanimidad a los accionistas de 
Sovereign el voto “A FAVOR” de la aprobación y adopción de dicho contrato. 

A efectos de adoptar su decisión de aprobar el contrato de la operación y recomendar la operación los 
accionistas de Sovereign, el consejo de administración de Sovereign consultó al equipo gestor de Sovereign, 
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así como a sus asesores legales y financieros, y consideró distintos factores incluyendo, entre otros, los 
siguientes: 

• La recomendación unánime, aprobada por el Comité Especial y dirigida al consejo de administración 
de Sovereign, de aprobar y adoptar el contrato de la operación; 

• Los términos del contrato de la operación, que prevén el derecho de los accionistas de Sovereign a 
recibir una contraprestación consistente en 0,2924 ADSs de Santander por acción (ajustada a 0,3206, 
tal y como se señala en el apartado “Desarrollos Recientes—Ampliación de Capital de Santander”) 
que equivale, tomando en cuenta el precio al cierre de los ADSs en el último día hábil bursátil 
inmediatamente anterior a la adopción del contrato de la operación, a un valor implícito de 3,81 
dólares por acción; 

• La opinión emitida por escrito por Barclays en el sentido de que, con sujeción a las salvedades y 
basándose en las asunciones señaladas en la propia opinión, desde un punto de vista financiero la 
ecuación de canje ofrecida a los accionistas de Sovereign resulta justa (fair) para dichos accionistas 
(distintos de Santander o sus afiliadas, sin que Barclays haya manifestado opinión alguna respecto al 
carácter justo o no de esa ecuación para Santander o sus afiliadas) teniendo en cuenta las 
circunstancias de Sovereign a la fecha de la opinión; 

• Que si bien es cierto que varios de los análisis llevados a cabo por Barclays daban como resultado 
rangos de valoración que superaban el valor implícito de la operación con Santander, ninguno de 
esos análisis tenía en cuenta los diversos riesgos a los que se enfrentaba Sovereign como resultado de 
la inestabilidad del mercado financiero y otros acontecimientos recientes descritos en el apartado “La 
Operación - Opinión de Barclays, Asesor Financiero de Sovereign” y sub-apartado “Análisis de 
Situación de Sovereign” de aquél. 

• Que (i) Sovereign ha venido experimentando retiradas intermitentes, aunque significativas, de 
depósitos que han supuesto una reducción de los fondos disponibles para financiar sus actividades 
futuras; (ii) teniendo en cuenta las condiciones volátiles del mercado y lo ocurrido con otras 
entidades del sector al que pertenece Sovereign, existe un riesgo sustancial de que esa retirada de 
depósitos se repita e intensifique en cualquier momento; y (iii) que existían importantes dudas sobre 
si los activos disponibles como garantía para obtener préstamos del Federal Home Loan Bank y de la 
ventana de descuento de la Federal Reserve hubieran seguido siendo suficientes para cubrir las 
necesidades futuras de liquidez de Sovereign. 

• El hecho de que el consejo de administración de Sovereign ha estimado que la OTS apoya la 
operación; 

• Las casos recientes producidos en el propio sector, que ponen de manifiesto que los accionistas 
pueden llegar a recuperar escaso o ningún valor en el supuesto de que las entidades reguladoras 
acuerden imponer una operación supervisada (a pesar de que la OTS no había dado ninguna 
indicación formal de que fuese inminente la adopción de alguna medida regulatoria, incluyendo una 
operación supervisada); 

• Los términos del Contrato de Inversión suscrito con Santander que, entre otros extremos, (i) prohíbe 
a Sovereign, hasta el 1 de junio de 2009, solicitar, iniciar o adoptar cualquier medida o actuación 
para facilitar o fomentar la presentación de una propuesta de adquisición por parte de un tercero 
distinto de Santander, (ii) limita el derecho de Sovereign a responder a cualesquiera propuestas de 
adquisición no solicitadas que pudiera presentar un tercero distinto de Santander incluyendo, hasta el 
1 de junio de 2009, la prohibición de negociar con terceros una oferta que contemple un valor 
inferior a 38,10 dólares por acción, o de suscribir un contrato de adquisición con dicho tercero salvo 
que el precio de adquisición sea al menos igual a 38,10 dólares por acción, e (iii) incorpora un 
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derecho first negotiation y de last look a favor de Santander, así como diversas consideraciones en 
materia de plazos y de carácter procedimental aplicables durante la vigencia del Contrato de 
Inversión y que hacen más difícil la adquisición de Sovereign por un tercero distinto de Santander, lo 
que en su conjunto puede disuadir a tales terceros de presentar una propuesta para adquirir 
Sovereign; 

• El convencimiento de que la ejecución de la operación con Santander supondrá la incorporación de 
Sovereign a una entidad financiera mucho mayor y más diversificada, mejor preparada para 
responder a los cambios económicos y del sector y mejor posicionada para incrementar la cuota de 
mercado de Sovereign en los lugares donde opera.  

• Los beneficios y efectos sociales y económicos de la operación sobre otros grupos de interés, que se 
estima incluyen, entre otros, los siguientes: 

• efectos sobre los depositantes de Sovereign, quienes se beneficiarán de la estabilidad de la 
entidad resultante; 

• efectos sobre los clientes, proveedores y comunidades en las que Sovereign opera, y cuyos 
intereses, según estima el consejo de administración de Sovereign, se verán beneficiados por una 
combinación entre Sovereign y Santander; 

• efectos sobre los empleados de Sovereign, derivados, en particular, de ciertas disposiciones 
previstas en el contrato de la operación que establecen ciertas garantías y protecciones para la 
plantilla hasta el momento del cierre de la operación y durante un determinado período 
posterior; 

• el hecho de que, al ser Santander una entidad que accede por primera vez a la banca minorista y 
comercial de los Estados Unidos, resulta menos probable que una operación con Santander 
conlleve el cierre de sucursales, la pérdida de puestos de trabajo u otras consecuencias negativas 
que probablemente serían inevitables en el caso de que la operación tuviera lugar entre 
Sovereign y cualquier competidor ya presente en los mercados de Sovereign; y 

• efectos sobre los acreedores de Sovereign, que, según considera con carácter general el consejo 
de administración de Sovereign, verán reforzada su posición por el hecho de que Sovereign pase 
a formar parte de una organización mayor, sólida financieramente. 

• La actual situación financiera de Sovereign y los recientes resultados de su actividad, incluyendo las 
siguientes consideraciones: 

• la previsión por parte del consejo de administración de Sovereign de que probablemente hubiera 
sido necesario mantener el aumento del nivel de la provisión de Sovereign para pérdidas por 
préstamos registrado en el tercer trimestre de 2008 en proporción del importe total de los 
préstamos; 

• el efecto sobre Sovereign del recorte en la calificación de su deuda anunciado por Moody's el 30 
de septiembre de 2008;  

• la existencia de unas pérdidas estimadas para el tercer trimestre de 2008 por importe de 980 
millones de dólares y la preocupación existente acerca de la reacción ante dichas pérdidas de los 
medios de comunicación, clientes, agencias de calificación, inversores minoristas, organismos 
reguladores y otros grupos de interés, a pesar de que las partidas que conforman tales pérdidas 
ya hubieran sido previamente dadas a conocer en un comunicado de prensa previo; y 
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• la circunstancia de que, en el tercer trimestre de 2008, el capital Tier I de Sovereign, tras la 
ampliación de capital llevada a cabo en 2008, se había visto reducido por las pérdidas señaladas 
anteriormente. 

• El entorno financiero actual que atraviesa la industria de servicios financieros, incluyendo: 

• la inestabilidad sin precedentes existente en los mercados financieros mundiales, que ha 
supuesto la quiebra de varias entidades financieras y la venta supervisada por los gobiernos o la 
intervención (conservatorship) de otras entidades, con frecuencia en cirunstancias que han 
derivadoen recuperación de escaso o ningún valor por parte de los accionistas y en la 
desprotección de otros afectados;  

• el hecho de que las retiradas de depósitos y la correspondiente quiebra de diversas entidades 
importantes, incluyendo Washington Mutual Bank, que antes de su quiebra era la única entidad 
de ahorro y préstamos mayor que Sovereign, se han producido en cuestión de días, provocando 
la incapacidad del equipo gestor y del consejo de controlar la situación en el mejor interés de los 
titulares de valores (incluyendo deuda y títulos preferentes), depositantes, clientes, empleados y 
otros grupos de interés; 

• el grado extremo de volatilidad existente en los mercados financieros; y 

• la actual falta de liquidez incluyendo, como resultado de la ausencia de un mercado activo de 
crédito interbancario, la congelación global de la mayor parte de la actividad de préstamo y la 
falta de interés de los inversores en las entidades financieras debido a las cuantiosas pérdidas 
sufridas en inversiones públicas y privadas acometidas por dichos inversores en entidades 
financieras durante 2008. 

• La fuerte caída de la cotización de Sovereign, especialmente el 29 de septiembre de 2008, que el 
equipo gestor de Sovereign cree, en función de información disponible en el mercado, que se debió 
en parte a la falta de aprobación inicial por parte de la Cámara de Representantes de Estados Unidos 
del programa TARP así como a la inusual presión vendedora procedente de un reducido número de 
grandes inversores institucionales; 

• La circunstancia de que Sovereign, como consecuencia de las condiciones generales del mercado y 
otras circunstancias específicas de Sovereign (incluyendo las financieras), estaba experimentando 
dificultades para acceder a los mercados de capitales y era probable que esa dificultad continuase en 
el futuro;  

• El hecho de que ni la Reserva Federal ni la OTS hayan ofrecido ningún tipo de asistencia financiera 
a Sovereign para continuar como entidad independiente, distinta de la financiación, señalada 
anteriormente, ofrecida por la Federal Home Loan Bank y la propia Reserva Federal y la creencia del 
equipo gestor de Sovereign y de sus asesores legales de que era improbable que dicha asistencia 
financiera fuera ofrecida en el futuro; 

• Las dudas expresadas por Santander respecto a su voluntad de participar en una operación pública de 
captación de capital, en vista de las pérdidas sufridas por Santander con motivo razón de su 
participación en el aumento de capital de Sovereign llevado a cabo en mayo de 2008 y en vista del 
hecho de que al término del tercer trimestre de 2008 Sovereign hubiera perdido más del 50% de los 
aproximadamente 1.400 millones de capital Tier I obtenidos en mayo de 2008 como consecuencia de 
la contabilización de las pérdidas de valor de sus inversiones en Fannie Mae, Freddie Mac y en 
CDOs; 
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• La incertidumbre sobre calendario, términos y puesta en marcha del programa TARP y las dudas 
existentes sobre la aplicabilidad a Sovereign de dicho programa;  

• La tendencia a la consolidación del sector, que podría dificultar cada vez más a Sovereign competir 
con éxito como entidad independiente;  

• El hecho de que el contrato y los términos de la operación hubieran sido negociados por miembros 
del Comité Especial, que los consejeros designados por Santander no estuvieran presentes ni 
intervinieran en ninguna de las reuniones del Comité Especial o sesiones del consejo de 
administración de Sovereign en las que se abordaron las distintas opciones estratégicas de Sovereign 
y la operación con Santander, que todos los consejeros de Sovereign (distintos de los consejeros 
designados por Santander) tienen la condición de consejeros independientes y que estos ocho 
consejeros independientes aprobaran por unanimidad la operación y el contrato de la operación. 

• Los términos definitivos del contrato de la operación que, entre otros aspectos: 

• permite al consejo de administración de Sovereign responder a ofertas no solicitadas y facilitar 
información a otros oferentes en el supuesto de que el consejo de administración de Sovereign 
(sin la participación de los consejeros designados por Santander) determine que la oferta 
alternativa presentada constituye o podría razonablemente constituir una mejor oferta o 
propuesta (superior proposal) que la oferta presentada por Santander, permitiendo igualmente al 
consejo (sin la participación de los consejeros designados por Santander) retirar o modificar su 
recomendación, en ambos casos siempre y cuando el consejo acuerde de buena fe, tras consultar 
con sus asesores legales externos, que dicha acción le viene exigida por razón de sus 
obligaciones fiduciarias previstas en la legislación de Pensilvania (derechos que fueron 
considerados junto con el hecho de que el consejo de administración de Sovereign no puede 
terminar el contrato de la operación con vistas a realizar una operación alternativa ya que el 
Contrato de Inversión actualmente prohíbe a Sovereign, entre otras cuestiones, suscribir un 
contrato con un tercero a un precio inferior a 38,10 dólares por acción, y a la vez reconoce a 
Santander ciertos derechos de first negotiation, last look y first look). 

• permite anticipar con razonable certeza que efectivamente se llegará al cierre de la operación, 
debido a las limitaciones de lo que se entiende en el contrato como un efecto material adverso 
susceptible de otorgar  a Santander el derecho a no cerrar la operación; y 

• establece que Sovereign deberá satisfacer a Santander una cláusula penal por terminación por 
importe de 95 millones de dólares en caso de terminación del contrato de la operación en 
determinados supuestos; de forma que, excepto en aquellos casos en los que el contrato de la 
operación fuera terminado por Santander debido al incumplimiento doloso por parte de 
Sovereign de su compromiso de no solicitar otras ofertas, Sovereign no estará obligado a pagar 
una cláusula penal por terminación a Santander en caso de terminación del contrato, salvo que 
(i) se recibiera de un tercero o se publicase una oferta de adquisición que reuniera ciertas 
características, y (ii) dentro de los 12 meses siguientes a la fecha de dicha terminación, 
Sovereign o cualquiera de sus filiales suscribiera con un tercero un contrato definitivo respecto a 
una propuesta de adquisición que reuniera ciertas características, o bien dicha propuesta 
competidora se consumase. 

• El hecho de que el contrato de la operación vaya a ser sometido al voto de los accionistas de 
Sovereign;  

• La circunstancia de que Relational Investors, LLC y determinados accionistas vinculados a dicha 
entidad, junto con los consejeros no designados por Santander (en su condición de accionistas) han 
acordado votar a favor de la operación de conformidad con sus respectivos acuerdos de voto; 
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• El hecho de que el contrato de la operación prevea una ecuación de canje cerrada, lo que significa 
que el valor de la contraprestación que percibirán los accionistas de Sovereign variará en función del 
precio actual de mercado de los ADSs de Santander;  

• El hecho de que la operación estará sujeta a tributación por parte de los accionistas de Sovereign, 
incluyendo el hecho de que muchos de esos accionistas probablemente habrán tenido un coste de 
adquisición a efectos fiscales que derivará ahora en el reconocimiento de una pérdida;  

• Las limitaciones impuestas a la gestión de la actividad de Sovereign durante el período previsto entre 
la firma del contrato de la operación y el cierre de la misma o bien la resolución de dicho contrato, y 
la opinión del equipo gestor de que no se espera que tales limitaciones supongan dificultades 
significativas. 

• El riesgo potencial de distraer la atención y recursos del equipo directivo de otras oportunidades 
estratégicas y de la actividad del negocio con ocasión del trabajo necesario para llevar adelante la 
operación, así como la opinión del equipo gestor de que llevar a cabo la operación y a la vez 
continuar con la actividad del negocio es manejable; 

• La circunstancia de que algunos de los consejeros y directivos de Sovereign tienen otros intereses en 
la operación además de los suyos propios como accionistas de Sovereign, incluyendo intereses 
derivados de las relaciones de empleo existentes y acuerdos retributivos alcanzados con Sovereign y 
la forma en la que los mismos se verían afectados por la operación. Véase el apartado sobre “—
Intereses de los Altos Directivos de Sovereign y de los Consejeros de Sovereign en la Operación”; 

• Los riesgos existentes, en el entorno actual, de aplicar el plan de negocio del equipo gestor para crear 
oportunidades de crecimiento;  

• El hecho de que la contraprestación prevista en la operación no incluye prima alguna sobre los 
precios al cierre de venta de las acciones ordinarias de Sovereign correspondientes al 10 de octubre 
de 2008, el último día de cotización anterior al anuncio público de la operación propuesta, y al 13 de 
octubre de 2008, el día del anuncio público de la operación; 

• La circunstancia de que Santander, no obstante los numerosos esfuerzos realizados en ese sentido, se 
ha negado a aumentar su oferta original en lo que se refiere la contraprestación prevista en la 
operación; 

• El riesgo de que la operación no llegara a consumarse. 

La anterior relación de factores considerados por el consejo de administración no pretende ser exhaustiva, 
sino sólo incluir los principales aspectos objeto de consideración por el consejo de administración. Al adoptar 
su decisión de aprobar el contrato de la operación y la propia operación prevista en el mismo, el consejo de 
administración de Sovereign no cuantificó o asignó ningún peso específico a ninguno de los factores 
considerados. Cada consejero individual puede haber otorgado diferente peso a distintos factores. El consejo 
de administración de Sovereign consideró todos estos factores en su conjunto, incluyendo reuniones y 
conversaciones con el equipo gestor de Sovereign y los asesores legales y financieros de la entidad, y en su 
conjunto entendió que tales factores eran favorables y apoyaban su decisión. 

Por las razones expuestas, el consejo de administración de Sovereign acordó por unanimidad que 
tanto el contrato de la operación como las operaciones previstas en el mismo son recomendables y en el 
mejor interés de Sovereign, sus accionistas y otros grupos de interés, aprobando asimismo por 
unanimidad la adopción de dicho contrato. El consejo de administración de Sovereign recomienda 
unánimemente a los accionistas de Sovereign que voten “A FAVOR” de la aprobación y sucripción del 
contrato de la operación. 
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Razones de Santander para la Operación 

Las razones de Santander para suscribir el contrato de la operación y acordar la adquisición de todas las 
acciones ordinarias de Sovereign de que no es propietario incluyen, entre otras, las siguientes: 

• La operación permitirá a Santander convertir su posición minoritaria en Sovereign en una posición 
de control del 100% de las acciones en circulación de Sovereign y del consejo de administración de 
Sovereign.   

• La adquisición de Sovereign favorece el objetivo de Santander de incrementar la diversificación 
geográfica del grupo Santander; 

• La adquisición permitirá a Santander acceder al mercado de banca minorista y comercial de Estados 
Unidos en una zona que Santander considera atractiva desde un punto de vista demográfico;  

• Sovereign tiene una significativa cuota de mercado en depósitos en cinco de los ocho Estados en los 
que está presente y un modelo de negocio centrado en la banca minorista y para pequeñas empresas, 
siendo ambas características coherentes con la estrategia general de Santander; 

• La realización de la operación no tendrá un efecto adverso significativo sobre el capital o los ratios 
de capital de Santander;   

• Santander entiende que su experiencia en la consecución satisfactoria de adquisiciones, su 
conocimiento del negocio de Sovereign y su experiencia como uno de los principales bancos del 
mundo en banca minorista y comercial le permitirán mejorar el negocio de Sovereign y su eficiencia, 
así como hacer crecer dicho negocio en el mejor interés de la entidad resultante, sus depositantes, 
clientes, empleados y otros grupos de interés; 

• La transacción cumple los criterios financieros de Santander para sus adquisiciones: (a) contribuir a 
la rentabilidad de los accionistas en un plazo razonable de tiempo fijado por Santander y (b) tener un 
retorno sobre la inversión por encima del coste del capital de Santander. Santander espera cumplir 
estos objetivos y mantener en todo momento unos ratios de capital por encima de los requeridos 
regulatoriamente y en línea con las demás entidades del sector; 

• La creencia de Santander en que la operación beneficiará a los depositantes y clientes de Sovereign y 
a las comunidades en las que opera Sovereign;  

• Las dificultades que Sovereign, como consecuencia de las condiciones generales del mercado y otras 
circunstancias específicas de Sovereign (de carácter financiero y de otro tipo), estaba 
experimentando para acceder a los mercados de capitales y que, de no llevarse a cabo la operación, 
era previsible que continuasen en el futuro; y 

• El hecho de que Sovereign había experimentando retiradas intermitentes, aunque significativas, de 
depósitos que habían reducido los fondos disponibles para financiar sus actividades futuras y que, 
teniendo en cuenta las condiciones volátiles del mercado y las experiencias sufridas por otros 
operadores del sector comparables con Sovereign, se percibía un riesgo significativo de que, sin la 
operación, esa retirada de depósitos podría repetirse y acentuarse en cualquier momento. 
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