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HECHO RELEVANTE

Banco Santander Central Hispano, S.A. (“Banco Santander”) comunica que el 25 de
julio de 2004 los Consejos de Administracion de Banco Santander y de Abbey National
plc (“Abbey”) han llegado a un acuerdo sobre los términos en los que el Consejo de
Administraciéon de Abbey recomendard a sus accionistas la adquisicion por Banco
Santander de la totalidad del capital social ordinario de Abbey.

1. Descripcion de la adquisicion

De acuerdo con los términos de la operacion (a la que se hara referencia en lo sucesivo
como el “Canje”), y con sujecion a las condiciones y términos que mas adelante se
indican, Banco Santander adquiriré la totalidad del capital social ordinario de Abbey y
en contraprestacion emitird acciones ordinarias a los accionistas de Abbey de acuerdo
con la siguiente ecuacion:

Por cada accion de Abbey 1 accion de nueva emision de Banco Santander

Por cada ADS de Abbey 2 nuevos ADRs de Banco Santander

Antes de que el Canje devenga efectivo, Abbey declarard un dividendo extraordinario
por importe de 25 peniques por accion a aquellos accionistas de Abbey cuya titularidad
conste en el registro correspondiente 3 dias hdbiles antes de la fecha de cierre de la
operacion. El importe de este dividendo extraordinario sera ajustado en el supuesto en
que la fecha de cierre de la operacion tenga lugar antes del 2 de noviembre de 2004 o
después del 2 de febrero de 2005, tal y como se indica mas adelante.

Los términos de la adquisicion se basan en las capitalizaciones bursatiles de las dos
entidades durante los ultimos tres meses y, considerando el dividendo extraordinario de
25 peniques, representan una prima para los accionistas de Abbey de aproximadamente
el 28,6%, valorando cada accion de Abbey a 603 peniques y la totalidad del capital
social ordinario de Abbey en aproximadamente 8.900 millones de libras esterlinas
(13.400 millones de euros)'.

Tomando el precio de cierre de la accion de Banco Santander el 22 de julio de 2004, los
términos de la operacion, teniendo en cuenta el dividendo extraordinario de 25

' Sobre la base del precio medio ponderado de las acciones de Banco Santander de 8,70 euros y de
acciones de Abbey de 469 peniques para el periodo de tres meses anterior al 22 de julio de 2004
(incluyendo esta ultima fecha), y un tipo de cambio de €1,50545 : £1,00



peniques, representan una prima para los accionistas de Abbey de aproximadamente el

17,3%, valorando cada accién de Abbey a 578 peniques y la totalidad del capital social

ordinario de Abbey en aproximadamente 8.500 millones de libras (12.800 millones de
2

euros).

Ademas, los actuales accionistas de Abbey tendran derecho a recibir de Abbey un
dividendo a cuenta por el periodo semestral finalizado el 30 de junio de 2004 por
importe de 6 peniques por accion que estd previsto que Abbey declare antes de que la
operacion se complete. La suma de este dividendo y el dividendo extraordinario da un
total de 31 peniques.

La combinacion de Banco Santander con Abbey creard un grupo centrado en el cliente
minorista con una atractiva presencia en multiples paises y el décimo banco en el
mundo por capitalizacion bursatil. Banco Santander considera que Abbey es una
atractiva plataforma con un gran potencial que permitira penetrar en el lucrativo
mercado bancario del Reino Unido. Asimismo, Banco Santander estima que la
combinacion con Abbey supondra una aportacion adicional a los beneficios antes de
impuestos, derivados de ahorros de costes y mejoras de beneficios, de 560 millones de
euros.

Estas manifestaciones sobre resultados financieros no tienen por objeto dar a entender
que los beneficios por accién futuros de Banco Santander excedan o igualen
necesariamente los del ejercicio anterior.

Tal y como se indica mas adelante, se espera que la operacion aumente los beneficios
por accion de Banco Santander, incluyendo ahorros de costes y mejoras de ingresos y el
programa de recompra de acciones al que se hard referencia mas adelante (y antes de
resultados excepcionales), en 2006.

Si la adquisicion deviniese efectiva hoy, los actuales accionistas de Banco Santander
pasarian a ser titulares de, aproximadamente, un 76,4% del capital de Banco Santander
tras la adquisicion y los actuales accionistas de Abbey pasarian a ser titulares de
aproximadamente un 23,6% de ese capital.

Las nuevas acciones de Banco Santander tendran derecho a todos los dividendos y
cualquier otra distribucion que Banco Santander acuerde o pague a sus accionistas en o
después de la fecha en la que la adquisicion devenga efectiva. Banco Santander abona
dividendos trimestralmente. Se prevé que la fecha que se tendra en cuenta a efectos de
determinar los destinatarios de los dividendos a declarar por Banco Santander respecto
del tercer y cuarto dividendo a cuenta del ejercicio 2004 sera posterior a la fecha en la
que se complete la operacion. Si no fuese asi, se incrementaria el dividendo
extraordinario a abonar por Abbey en el importe del dividendo o dividendos, segin
proceda, indicados, con el objeto de compensar a los accionistas de Abbey (pero
descontando cualquier dividendo final declarado por Abbey respecto del ejercicio que
finaliza el 31 de diciembre de 2004). Por otra parte, en el improbable supuesto de que

Basado en un tipo de cambio de €1,50545: £1,00.



la adquisicion se cerrase antes de la fecha en la que se determinaran los destinatarios del
dividendo correspondiente al segundo dividendo a cuenta del ejercicio 2004 (que se
prevé abonar el 1 de noviembre de 2004), el dividendo extraordinario de 25 peniques y,
en su caso, el dividendo de 6 peniques, se reducirdn en el importe de dicho dividendo a
cuenta.

El Consejo de Administracion de Abbey, que ha sido asesorado por Morgan Stanley en
la operacion (quien a su vez ha tenido en cuenta las indicaciones desde el punto de vista
comercial del Consejo de Administracion de Abbey), considera los términos de la
adquisicion justos y razonables. Por tanto, el Consejo de Administracion de Abbey
tiene intencion de recomendar undnimemente a los accionistas de Abbey que voten a
favor de la operacion. Los administradores de Abbey han confirmado a Banco
Santander que tienen intencion de votar a favor del Canje respecto de sus propias
participaciones econOmicas en acciones de Abbey, que representan en total
aproximadamente 0,1 por ciento del capital social de Abbey.

En relacion con el Canje, Emilio Botin, Presidente de Banco Santander ha manifestado
lo siguiente:

“La posicion de liderazgo de Abbey en el mercado hipotecario del Reino Unido, unida a
su extensa red de distribucion, representa para los accionistas de Banco Santander y
Abbey una oportunidad de creacion de valor basada en la aplicacion de las
capacidades comerciales y tecnoldgicas de Banco Santander a las operaciones
bancarias de Abbey. EIl negocio de Abbey contribuye a reforzar significativamente
nuestra red paneuropea y proporciona al Grupo fuentes mas equilibradas de ingresos”.

Asimismo, Lugman Arnold, “Chief Executive” de Abbey ha indicado lo siguiente:

“La extraordinaria competencia comercial y operativa de Banco Santander en la
prestacion de servicios financieros a clientes minoristas permitira acortar los tiempos
de implantacion de la estrategia de Abbey en Servicios Financieros Personales y
reducird el riesgo de su ejecucion. El compromiso con los consumidores que
compartimos las dos entidades beneficiara tanto a nuestros clientes como a nuestros
accionistas. El track record de Banco Santander operando en paises y culturas
diferentes augura el éxito de la integracion.”

La operacion ha sido comunicada al mercado simultdneamente a través de este Hecho
Relevante en Espafia y a través del anuncio de prensa (“press announcement”) que se
adjunta como Anexo 1 de este documento en su version original en la Bolsa de Londres.
Durante el dia de hoy tendrdn lugar las correspondientes presentaciones a analistas e
inversores y a la prensa sobre la operacion.

2. Justificacion y razones de la adguisiciéon

Los Consejos de Administracion de Banco Santander y de Abbey entienden que la
integracion de las dos sociedades creara una franquicia bancaria internacional de primer
nivel. [Esta integracion potenciara las habilidades de Banco Santander en banca
minorista que han sido desarrolladas en multiples areas geograficas para mejorar el
negocio bancario de Abbey en el Reino Unido.



(@) Formacidén de una red multi-local de banca minorista de primera linea

Durante la ultima década, Banco Santander ha construido un banco minorista global.
En Europa, Banco Santander tiene el mayor banco minorista de Espafia (con un 18% de
cuota de mercado en depositos) y estd también presente en Portugal (con un 11% de
cuota de mercado en depositos). Ademds, Banco Santander tiene actividades en el
ambito de financiacidon al consumo en Alemania, Italia, los paises escandinavos y
Polonia. En Iberoamérica, el Grupo Santander opera en Chile (con un 18.5% de cuota
de mercado en depdsitos), en México (con un 14.1% de cuota de mercado en depositos)
y en Brasil (con un 4,1% de cuota de mercado en depositos).

La integracion de Banco Santander y Abbey creara un banco minorista global con una
gran diversificacion. La banca minorista representard aproximadamente un 85% de los
ingresos totales®, un porcentaje superior al de cualquiera de los otros grandes bancos.
El grupo resultante tendra un buen grado de diversificacion entre economias emergentes
y maduras y estables: 47% Union Europea (zona euro), 21% Reino Unido y 31%
Iberoamérica. Mas del 90% de la cartera combinada de préstamos estara situada en
paises con una calificacion “AA” o mejor. El equipo directivo cree que esta vocacion
minorista combinada con la diversificacion geografica producird un crecimiento
atractivo y potenciara los ingresos.

La adquisicion de Abbey por parte de Banco Santander dara lugar al décimo mayor
banco del mundo en términos de capitalizacion bursatil y al cuarto mayor banco de
Europa.

Banco Santander considera que la banca minorista en el Reino Unido es un mercado
atractivo en el contexto europeo. EI Reino Unido es la segunda economia europea con
una situacion macroecondmica estable y una industria bancaria lucrativa segin
estandares de ingresos sobre recursos propios.

Banco Santander cree que Abbey es una plataforma atractiva para entrar en el mercado
del Reino Unido. Ademas, el equipo directivo de Banco Santander entiende que puede
mejorar su red mediante la consecucién de una mayor eficiencia y de un mayor
desarrollo de sus oficinas minoristas.

Abbey cuenta con una amplia red de distribucion de 741 sucursales en el Reino Unido,
canales directos y de Internet, asi como intermediarios financieros. Como resultado de
ello, Abbey tiene aproximadamente 18 millones de clientes. A mayor abundamiento, a
31 de diciembre de 2003, Abbey es la segunda firma en préstamos hipotecarios
residenciales en el Reino Unido con un 12% de cuota en el mercado de hipotecas.
Abbey ostenta la segunda posicion en cuota de productos de ahorro y la sexta mayor
cuota de cuentas corrientes.

El Consejo de Administracion de Banco Santander entiende que la operacion propuesta
aportara beneficios a los clientes de Abbey y creara valor tanto para los accionistas de
Abbey, como para los de Banco Santander, a través de la mejora en la oferta de Abbey a

? La Banca Minorista de Abbey incluye sélo ingresos PFS. Se trata de figuras de 2003 agregadas.



sus clientes y de la implantacion de programas tecnologicos eficientes que Banco
Santander ha desarrollado con éxito en otros paises.

(b) Beneficios financieros de la Adquisicion

El Consejo de Banco Santander entiende que la combinacion de Banco Santander y
Abbey creara valor de forma sustancial tanto por reducciéon de costes como por el
incremento de ingresos.

Durante los ultimos afios, el equipo directivo de Abbey ha desarrollado un exitoso
programa de reestructuraciéon. Abbey ha vendido la mayor parte de sus activos de alto
riesgo y activos de banca mayorista en la Unidad de Negocios en Cartera, minorando
también el perfil de riesgo de sus negocios de seguros. Sin embargo, su ratio de gasto
en Servicios Financieros Personales, Banca y Ahorro de 52,7% (afio 2003, sobre una
base operacional de afio completo -full year trading basis-) continia siendo
relativamente alto respecto del de entidades comparables. El Consejo de Banco
Santander entiende que, por medio de la aplicacion de los conocimientos y la tecnologia
de Banco Santander, podria lograr una mayor eficiencia en el ahorro de costes que se
traduciria en 450 millones de euros anuales en un plazo de tres afios desde que se
ejecute la operacion.

La implantacion total del plan de ahorro de costes por mayor eficiencia de Banco
Santander se espera que lleve alrededor de 3 afios desde que se ejecute la operacion. El
Consejo de Banco Santander cree que sera posible obtener 150 millones de euros de
estos ahorros de costes en el primer afno, 300 millones de euros en el segundo afio y 450
millones en el tercero, a partir del cierre de la operacion mediante iniciativas de
reduccion de costes a corto plazo que se basarian en acelerar y complementar los
actuales proyectos de Abbey.

En 2005 y 2006, Banco Santander ha identificado numerosas iniciativas de ahorro de
costes y espera ahorros significativos en tecnologia de informacion al eliminar
determinados proyectos de desarrollo de sistemas que cumplen las mismas funciones
que los de Banco Santander. Un ejemplo de ello seria el sistema bancario central. La
filosofia operativa de Banco Santander consiste en invertir en areas de clientes y al
mismo tiempo extraer la maxima eficiencia de los departamentos centrales.

Los ahorros de costes que empezaran a materializarse a partir de 2007 estaran basados
en una profunda reforma de los sistemas y procesos centrales de Abbey e incluirdn
reducciones sustanciales en el tamafo de las areas de “Middle Office” y “Back Office”,
mayor productividad en sucursales y mejora en el uso de la infraestructura de IT. Banco
Santander ha introducido un programa similar en Espafia que le ha supuesto, y le
supondra, ahorros de costes en estas areas. Banco Santander ha sabido siempre
transmitir con éxito los conocimientos desarrollados durante estos programas a negocios
del Grupo Banco Santander en otros paises como Portugal. En todos los casos, los
programas de ahorro de costes se han desarrollado por equipos directivos locales.

Banco Santander espera poder generar importantes mejoras de ingresos mediante la
aceleracion del desarrollo de las franquicias de Abbey infrautilizadas. EIl equipo
directivo de Banco Santander cree que el numero de productos por cliente de Abbey



esta muy por debajo de muchos de sus comparables del Reino Unido. Banco Santander
planea implementar algunos de sus sistemas de financiacion al consumo y utilizar sus
estrategias de marketing para lograr aumentar el negocio de préstamos personales no
garantizados. En lo que respecta a seguros, Banco Santander cree que puede aumentar
de forma significativa la penetracion de productos generalistas de seguro y proteccion
ofertindolos de forma mads efectiva a los clientes hipotecarios de Abbey. Ademas,
Banco Santander pretende mejorar la venta de productos de seguros/inversion y
pensiones aseguradas. Estas sinergias en el campo de los seguros se espera que
produzcan aproximadamente 110 millones de euros de aumento de beneficios antes de
impuestos en 2007.

Se espera que la operacion aumente los beneficios por accion de Banco Santander,
incluyendo ahorros de costes y mejoras de ingresos y el programa de recompra de
acciones al que se hara referencia mas adelante (y antes de resultados excepcionales), en
2006.

Estas manifestaciones sobre resultados financieros no tienen por objeto dar a entender
que los beneficios por accion futuros de Banco Santander excedan o igualen
necesariamente los del ejercicio anterior.

Con el objeto de obtener estas sinergias, Banco Santander espera incurrir en costes de
inversion y reestructuracion de alrededor de 680 millones de euros en el periodo de tres
afios siguiente al cierre de la operacion.

La entidad resultante anticipa una reduccion de su coste de capital total a través de una
mejora global de la composicion del balance de negocio.

Banco Santander prevé ajustes en su capital regulatorio de mejor categoria (“‘core
capital”) de alrededor de 2.100 millones de euros, incluyendo ajustes en reservas en
relacion con obligaciones derivadas de fondos de pensiones, ajustes de valoracion a
mercado en balance, una reduccion en el valor de seguros, y 500 millones de euros del
dividendo extraordinario que Abbey abonara a sus accionistas en el cierre de la
operacion. Sobre una base combinada para los ratios de capital de Banco Santander en
la primera mitad de 2004, los recursos propios basicos de mejor categoria (“core Tier
1”) descenderian del 6,4% al 5,8% y los recursos propios basicos (“Tier 17) se
mantendrian.



Impacto en los ratios de capital combinados®

€ miles de Banco Abbey Ajustes netos Dividendo Combinado
millones Santander de la operacion especial (agregado)
RWA 217,1 86,6 303,7
Core capital 13,8 6,5 2,1) (0,5) 17,7
Core capital (%) 6,4 7,5 5,8
Tier 1 Capital 17,6 9,5 2,1) (0,5) 24,5
Tier 1 Capital 8,1 10,9 8,1

(%)

Tras la ejecucion de la operacion, los actuales accionistas de Abbey seran titulares de un
porcentaje significativo del Grupo Banco Santander, beneficiandose por lo tanto de las
esperadas sinergias.

3. Informacidn sobre Abbey

(@) Introduccién

Abbey es uno de los mayores grupos financieros del Reino Unido, siendo el segundo
mayor banco en el mercado hipotecario residencial. Abbey es el sexto mayor banco del
Reino Unido por activos, el 16° de Europa, y el nimero 30 del mundo. A 31 de
diciembre de 2003, los fondos propios -shareholders’ funds- de Abbey (incluyendo
fondos no accionariales) alcanzaban 5.300 millones de libras esterlinas, y los activos
totales 177.000 millones de libras esterlinas. Para el ejercicio terminado el 31 de
diciembre de 2003, la divisioén de Servicios Financieros Personales de Abbey declaré un
beneficio operativo antes de impuestos y de cargas extraordinarias de 1.000 millones de
libras. El Grupo consolidado registré en el mismo periodo unas pérdidas atribuibles de
700 millones de libras esterlinas. A esa fecha, contaba con mas de 27.000 empleados y
con, aproximadamente, 741 sucursales y 18 millones de clientes.

Abbey Building Society se constituy6 en 1944 en virtud de la fusion entre Abbey Road
Building Society y la National Building Society. El 12 de julio de 1989, Abbey se
transformo en plc y fue admitida a cotizacion en la Bolsa de Londres.

Abbey tiene dos divisiones principales: Servicios Financieros Personales (“Personal
Financial Services”) y Unidad de Negocios en Cartera (“Portfolio Business Unit”).

Servicios Financieros Personales incluye las siguientes areas de negocio: Banca y
Ahorro, Inversion y Proteccion, Seguros Generales y Mercados Financieros.

* Los datos que se incluyen en la tabla estan basados en las cifras de Banco Santander y Abbey agregadas,
tal y como han sido declaradas de acuerdo con los principios de contabilidad generalmente aceptados
(GAAP) en Espaia y el Reino Unido, respectivamente, y sin previa reconciliacion entre los dos sistemas
de contabilidad.



(i)

(i)

(iii)

(iv)

(v)

Banca y Ahorro

Abbey es el segundo mayor banco en el mercado hipotecario residencial en el
Reino Unido. Abbey también ofrece un amplio rango de cuentas de ahorro a
minoristas y ofrece un rango de servicios bancarios personales, incluyendo
cuentas corrientes, préstamos no garantizados y tarjetas de crédito.

Inversion y Proteccion

Abbey ofrece productos de vida y salud, proteccion, inversion y pensiones
principalmente a través de sus filiales Abbey National Life, Scottish Mutual
Assurance plc y Scottish Provident.

Seguros Generales

El rango de productos de seguro no-vida comercializados por Abbey incluye
seguros de edificios y contenido, pago y proteccion.

Servicios de Tesoreria

Los Servicios de Tesoreria son responsables de la liquidez y de las actividades de
gestion de capital de Servicios Financieros Personales y también incorpora
Gestion de Activos y Deudas.

Unidad de Negocios de Cartera

Los negocios que no se enmarcan dentro de la actual estrategia de Abbey de
Servicios Personales Financieros se gestionan desde la Unidad de Negocios de
Cartera. La intencion de Abbey es reducir la inversion o desinvertir en dichos
negocios, siempre con la idea de obtener un valor 6ptimo por los mismos
compaginando el maximo retorno posible para los accionistas con una reduccion
progresiva de sus riesgos. La Unidad de Negocios de Cartera actualmente
consiste en carteras de valores de deuda, préstamos corporativos y negocios de
leasing, operaciones en Francia, First National Motor Finance y Litigation
Funding y Negocios de Vida Internacionales como Scottish Mutual International.

A 23 de julio de 2004, el capital social emitido de Abbey estaba integrado por
1.475.921.396 acciones ordinarias de 10 peniques de valor nominal cada una de ellas,
asi como por determinadas acciones preferentes que no formaran parte del Canje. El
numero de identificacion internacional de valores de Abbey es GB0000044551.

4.

Informacién sobre Banco Santander

Con fecha 13 de julio de 2004 fue registrado en la CNMYV el Folleto Continuado al que
se adjuntan las cuentas anuales de Banco Santander y de su Grupo a 31 de diciembre de
2003 y en el que se incluye la informacion correspondiente relativa a Banco Santander.
El Grupo Santander declar6 beneficios netos en el primer semestre de 2004 por importe
de 1.900 millones de euros.



A fecha 23 de julio de 2004, ultimo dia habil anterior a este hecho relevante, Banco
Santander tenia una capitalizacion bursatil de aproximadamente 38.100 millones de
euros (aproximadamente 25.400 millones de libras esterlinas).

5. Estructura de la adquisicion

La adquisicion se realizara a través de la figura del “scheme of arrangement” entre
Abbey y sus accionistas de acuerdo con la norma 425 de la Companies Act inglesa.
Este procedimiento implica la amortizacion de la totalidad del capital social ordinario de
Abbey que emitird a continuacion el mismo numero de acciones ordinarias a favor de
Banco Santander. Por su parte, los accionistas de Abbey recibiran en contraprestacion
las acciones de nueva emision de Banco Santander. Para ello, por otra parte, es
necesario que el Alto Tribunal de Justicia de Inglaterra y Gales (High Court of Justice),
al que se hard referencia en lo sucesivo como el “Tribunal”, apruebe el Canje y la
amortizacion de las acciones de Abbey y que emita una orden judicial que debe ser
inscrita en el Registro Mercantil de Inglaterra y Gales.

Para que el Canje pueda ser efectivo deberan celebrarse dos juntas generales de
accionistas de Abbey:

(i) una primera junta serd convocada por orden del Tribunal mencionado
anteriormente, y a ella se someterd la aprobacion del Canje. Para ello, sera
necesario obtener una mayoria de al menos el 75% de los accionistas presentes o
representados;

(i) la segunda junta general de Abbey sera convocada a los efectos de considerar vy,
en su caso, adoptar los acuerdos relativos, entre otras cuestiones, a la reduccion
del capital social anteriormente mencionada.

Por su parte, Banco Santander someterd a una junta general de accionistas, que en su
momento serd debidamente convocada, la aprobacion del aumento de capital con
aportaciones no dinerarias y con exclusion del derecho de suscripcion preferente en
virtud del cual se emitiran a favor de los accionistas de Abbey las nuevas acciones que
deben entregarse en contraprestacion por el Canje.

Una vez los anteriores acuerdos hayan sido adoptados y el resto de condiciones de la
adquisicion satisfechas (o que, en su caso, se haya renunciado a su cumplimiento), el
Canje debera ser aprobado por el Tribunal. A continuacion, éste emitira unas o6rdenes
judiciales que habran de ser inscritas en el Registro Mercantil de Inglaterra y Gales. En
el momento en que tenga lugar esa inscripcion el Canje devendra efectivo y, por tanto,
las acciones de Abbey quedaran amortizadas y Banco Santander emitird las nuevas
acciones en ejecucion del aumento de capital aprobado por la Junta General, a favor de
los accionistas de Abbey. Una vez que el Canje sea efectivo, sera vinculante para todos
los accionistas de Abbey, con independencia de que hayan estado presentes o votado en
la Junta celebrada ante el Tribunal o en la Junta General Extraordinaria.



6.

Condiciones y demas términos de la adquisicion

La adquisicion esta sujeta al cumplimiento de determinadas condiciones antes del 31 de
marzo de 2005. Entre estas condiciones se encuentran las siguientes:

(a)

(b)

(©)

(d)

(e)

(®

(g

(h)

(1)

aprobacion del Canje por una mayoria de tres cuartas partes de los accionistas de
Abbey presentes o representados en una Junta de Accionistas que se celebrara
ante el Tribunal;

aprobacion de las resoluciones necesarias para aprobar el Canje y llevarlo a efecto
en una Junta General Extraordinaria de Abbey que serd convocada al efecto;

aprobacion de las resoluciones necesarias por parte de la Junta General de
accionistas de Banco Santander que también sera convocada al efecto;

la aprobacién o sancion del Canje y la confirmacion de la reduccion de capital de
Abbey por parte del Tribunal, y el registro de la correspondiente orden judicial
relativa a la reduccion de capital de Abbey en el Registro de Sociedades de
Inglaterra y Gales;

el registro por parte de la CNMV del folleto informativo y demas documentacion
relativa a la emisién de las nuevas acciones por parte de Banco Santander,
incluyendo la declaracion por parte del Banco de Espafia de ausencia de
objeciones al aumento de capital;

la aprobacion por parte de la FSA de la toma de control de los miembros del
Grupo Abbey que tienen la consideracion de “personas autorizadas” a los efectos
de la “Financial Services and Market Act 2000” britanica;

la aprobacion por parte de la FSA de la asuncion por parte de ciertos directivos o
empleados de Banco Santander de ciertas funciones controladas en nombre de
Abbey o miembros de su grupo que tengan la consideracion de “persona
autorizada” en el sentido indicado;

la autorizacion por parte del Banco de Espafa de la adquisicion indirecta de
aquellas sociedades integrantes del Grupo Abbey que tienen la condicion de
entidades de crédito y estan domiciliadas en un estado no miembro de la Union
Europea; y

la expiracion del periodo de espera exigido de acuerdo con la Ley de los Estados
Unidos “Hart-Scott-Rodino”.

El Canje esta sujeto también a otras condiciones, a las que Banco Santander puede
renunciar, relacionadas con cuestiones varias tales como el tratamiento que las
autoridades de defensa de la competencia den a la operacién o la situacion legal y
econdmico-financiera de Abbey. A efectos informativos se adjunta como Anexo 2 de
este hecho relevante la traduccion al espaiol de todas las condiciones a las que se sujeta
la operacion.
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Se espera que, sujeto al cumplimiento de todas las condiciones indicadas (o, en su caso,
a la renuncia por parte de Banco Santander), el Canje devenga efectivo y se complete la
adquisicion a finales de 2004.

Las acciones ordinarias de Banco Santander cotizan en las Bolsas de Valores de Madrid,
Barcelona, Bilbao y Valencia a través del Sistema de Interconexion Bursatil en Espaiia
y las Bolsas de Lisboa, Milan, Buenos Aires y Nueva York (a través de ADRs). Una
vez emitidas, se solicitara la admision a cotizacion de las nuevas acciones de Banco
Santander en estas Bolsas. Las acciones de Abbey serdn entregadas a Banco Santander
libre de cualquier tipo de cargas y gravamenes y con todos los derechos que les
corresponden desde la fecha de este anuncio.

Con sujecién a la clarificacion de determinadas cuestiones legales y regulatorias,
incluyendo el acuerdo con el Panel, se ha propuesto que Banco Santander facilite a
aquellos accionistas de Abbey que sean titulares de 2.000 o menos acciones de Abbey la
venta de las nuevas acciones de Banco Santander que reciban, a través de la red de
Abbey en el Reino Unido, y recibiendo aquellos accionistas los importes de la venta en
libras esterlinas sin incurrir en costes de negociacion ni de tipos de cambio. En el
Documento del Canje que serd enviado a los accionistas de Abbey se incluiran, en su
caso, detalles adicionales al respecto.

Si entre la fecha de este hecho relevante y la fecha en la que se complete la operacion se
modificase el capital social de Banco Santander (por causa distinta de la amortizacion
de acciones adquiridas al amparo del programa de recompra al que se hara referencia o
la emision de acciones al amparo de programas de opciones de Banco Santander) o
Banco Santander realizase una distribucion extraordinaria (excluyendo, para evitar
cualquier duda, el reparto de cualquier dividendo previsto en el curso ordinario), ya sea
en efectivo o en especie, que no sea a cambio de una contraprestacion razonable en
efectivo o en especie (la “Modificacion del Capital Social de Banco Santander”), se
ajustara la ecuacion de canje anteriormente indicada en los términos que Goldman
Sachs, JPMorgan, Merrill Lynch y Morgan Stanley determinen que son justos y
razonables de modo que la ecuacion fuese aquella que se hubiese calculado
inmediatamente antes de la emision de este Hecho Relevante si ya hubiese tenido lugar
la Modificacion del Capital Social de Banco Santander.

Abbey ha acordado abonar a Banco Santander una cantidad de 81,7 millones de libras
esterlinas si tras la publicacion del anuncio pero antes de que el Canje devenga efectivo
o de que expire el plazo para el cumplimiento de las condiciones o se retire la oferta, (1)
los administradores de Abbey retiran, modifican en sentido adverso o cualifican en
sentido adverso su recomendacion en relacion con esta adquisicion al tiempo que
analizan una oferta competidora que pasen a recomendar en el plazo de un mes o (ii) un
tercero realiza una oferta sobre Abbey y esa oferta competidora tiene resultado positivo.

Ademas, Banco Santander y Abbey han suscrito ciertos compromisos reciprocos de
cooperar para obtener la aprobacion de las autoridades de defensa de la competencia en
un marco temporal determinado. Banco Santander ha acordado abonar a Abbey una
cantidad de 81,7 millones de libras esterlinas si tras la publicacion del anuncio, el Canje
no deviene efectivo como consecuencia de (i) la invocacidén; o (ii) la falta de
cumplimiento, segun sea el caso, de la condicidn recogida en el apartado 2(a) del Anexo
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2 del presente documento, y siempre que ello se deba al incumplimiento de dichos
compromisos por parte de Banco Santander. Esta cantidad no serd pagadera si es
Abbey quien incumple tales compromisos.

7. Gestion de Abbey y personal

Los actuales derechos de todos los empleados y gestores del grupo Abbey, incluyendo
derechos de pensiones, seran plenamente salvaguardados.

8. Plan de recompra de acciones propias

La Junta General Ordinaria de accionistas de Banco Santander celebrada el 19 de junio
de 2004 autoriz6 a Banco Santander la compra de acciones propias en términos
sustancialmente iguales a los autorizados en juntas de ejercicios anteriores.

Al amparo de esta autorizacion y desde aquella fecha, Banco Santander ha llevado a
cabo sus actividades de creacion de mercado ordinaria y espera continuar haciéndolo.
Durante el periodo que dure la adquisicion de Abbey, Banco Santander tiene intencioén
de adquirir acciones propias. Estas actividades serdn realizadas a través de un programa
de recompra de acciones propias que ha autorizado el Consejo de Administracion de
Banco Santander con el objetivo de reducir su capital social y que sera llevado a cabo en
los siguientes términos:

(i) el numero maximo de acciones propias que se podrian adquirir serd de
190.000.000 de acciones, representativas de aproximadamente el 4% del capital
social actual del Banco;

(i) el importe maximo de adquisicion serd de 9,77 euros por accion, que se
corresponde con el precio maximo de la accion del Banco durante los tltimos 12
meses;

(i1) la entidad adquirente de las acciones propias sera la sociedad del Grupo
denominada Pereda Gestion, S.A. y las 6rdenes de compra y, en su caso, de venta
al amparo de lo dispuesto en el articulo 6.2 del Reglamento (CE) n°® 2273/2003 de
la Comision al que luego se hard referencia, seran tramitadas a través de una
persona de Santander Central Hispano Bolsa, S.V., S.A., habiéndose ya
establecido en la actualidad barreras efectivas a la informacion (“murallas
chinas”) entre los responsables del manejo de la informacion privilegiada directa o
indirectamente relacionada con el Banco y dichas personas o entidades encargadas
de las operaciones con acciones propias; y

(iv) el programa estara vigente desde la fecha de este anuncio hasta el cierre del Canje.

Las condiciones para operar al amparo del programa de recompra, asi como sus
restricciones y demas términos, se regiran por lo previsto en el Reglamento (CE) n°
2273/2003 de la Comision de 22 de diciembre de 2003.

La interrupcién o modificacion del presente programa sera debidamente comunicada a

la Comisiéon Nacional del Mercado de Valores mediante el correspondiente hecho
relevante.
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0. Efecto del Canje en los planes de opciones de empleados de Abbey

Una vez que el Canje sea aprobado por el Tribunal, ciertas opciones y derechos bajo los
planes de opciones de empleados de Abbey que no son todavia ejercitables pueden
llegar a ser ejercitados. Todas las acciones de Abbey emitidas en el ejercicio de estas
opciones y derechos antes de las 18 horas (hora de Londres) del dia inmediatamente
anterior a aquel en que tenga lugar la vista en la que el Tribunal confirme la reduccion
de capital de Abbey (hora a la que se le denominara en lo sucesivo como “HRT”)
quedaran sujetas a los términos del Canje. El Canje no se extendera a las acciones de
Abbey emitidas después de la HRT.

Asimismo, se propondré la inclusién de una modificacion en los estatutos de Abbey en
la Junta General Extraordinaria de Abbey que tendrd por efecto que las acciones de
Abbey emitidas en ejercicio de las opciones y derechos antes referidos después de la
HRT seran automaticamente transmitidas a Banco Santander de acuerdo con la ecuacion
establecida en el Canje, con la excepcion de que en esas circunstancias las acciones de
Banco Santander que se entreguen seran o bien acciones ya existentes de Banco
Santander o, sujeto a la aprobacion de las resoluciones necesarias, acciones nuevas de
Banco Santander. Los detalles de las propuestas que se formularan a los titulares de
opciones bajo los planes de opciones de empleados de Abbey, que incluirdn una de
cancelacion en efectivo, se reflejaran en el Documento de Canje al que se hara
referencia posteriormente.

10. Exclusion de cotizacion de las acciones de Abbey

Se pedird a la Bolsa de Valores de Londres y la Autoridad Bursatil Britanica (“UK
Listing Authority”), respectivamente, que cancelen la negociacion de las acciones de
Abbey en la Bolsa de Valores de Londres y la exclusion de las acciones de Abbey de la
llamada Lista Oficial (“Official List”) en la fecha en que el Canje devenga efectivo. El
ultimo dia de negociaciones de acciones de Abbey en la Bolsa de Valores de Londres se
espera que sea el dia habil inmediatamente anterior a la fecha que devenga efectivo el
Canje. No se registraran transmisiones después de las 6 p.m. de esa fecha. En la fecha
en que el Canje devenga efectivo, los certificados de acciones de Abbey dejaran de ser
validos y deberdn destruirse y los derechos de acciones de Abbey a través del sistema
CREST seran cancelados.

En esa misma fecha se cancelara la cotizacion de los ADSs de Abbey en la Bolsa de
Valores de Nueva York.

11. Valores cotizados de Abbey

Abbey tiene obligaciones contractuales de mantener la cotizacion de determinados
valores distintos de sus acciones cuyas emisiones siguen vivas. Banco Santander tiene
la intencion de asegurar que Abbey cumple con estas obligaciones.

12. Fiscalidad

Bajo la Ley espaiola, Banco Santander deberia normalmente retener un 15% del
importe de los dividendos a cuenta de impuestos espafioles, si bien determinados
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accionistas podrian estar exentos de esta obligacion al amparo de determinados
convenios para evitar la doble imposicion de los que es parte Espana. Las partes
analizaran la viabilidad de mecanismos que mitiguen estas obligacion de retener que
puedan permitir a los accionistas de Abbey continuar recibiendo fuentes de ingresos del
Reino Unido tras la adquisicion, si asi lo indicasen.

13. Informacion sobre participaciones en Abbey

A 23 de julio de 2004, ultimo dia habil antes de este anuncio, y en la medida en que
Banco Santander tiene conocimiento, ni Banco Santander, ni ninguno de los
administradores de Banco Santander, ni sus familiares cercanos y “trusts” relacionados
ni cualquier parte que actie en concierto con Banco Santander, poseia o controlaba
acciones de Abbey o mantenia opciones para comprar acciones de Abbey o habia
acordado derivado alguno referenciado a acciones de Abbey. Sin perjuicio de lo
anterior, Banco Santander estd formulando las correspondientes consultas a
determinadas partes respecto de las cuales puede presumirse que act@ian en concierto
con Banco Santander a los efectos de la adquisicion.

14. Otros

A los accionistas de Abbey les sera enviado en un futuro cercano un documento que
describira el Canje (denominado el “Documento del Canje” o “Scheme Document”).
Este documento también se enviard, solo a efectos informativos, a los titulares de
opciones bajo los planes de opciones de empleados de Abbey. El Documento del Canje
incluird detalles completos sobre el Canje, junto con notificaciones de la Junta a
celebrar ante el Tribunal y de la Junta General Extraordinaria de Abbey, el calendario
estimado e informacion adicional relacionada con las acciones de Banco Santander y
especificard las acciones que deben ser tomadas por parte de los accionistas de Abbey.

La adquisicion cumplird con todas las normas y regulaciones aplicables de la “UK
Listing Authority”, la Bolsa de Valores de Londres y el “City Code”. La adquisicion,
asi como las condiciones y los demas términos del Canje asi como los términos y
condiciones que se establezcan en el Documento del Canje se regularan por la ley
inglesa y estardn sujetos a la jurisdiccion de los tribunales ingleses. Adicionalmente, la
adquisicion se sujetard a los requisitos aplicables de la normativa espafiola.

Banco Santander es asesorado por Goldman Sachs, JP Morgan y Merrill Lynch. Abbey
es asesorado por Morgan Stanley. Lehman Brothers International y UBS Investments
Bank actian como brokers conjuntos de Abbey.

Madrid, 26 de julio de 2004
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Anexo 1

Version integra en inglés del “Press Announcement” publicado en la Bolsa de
Londres en relacion con el Canje

NOT FOR RELEASE, PUBLICATION OR DISTRIBUTION IN OR INTO OR FROM CANADA, AUSTRALIA OR
JAPAN.

Grupo abbeg

Santander

FOR IMMEDIATE RELEASE

Recommended acquisition by Banco Santander of Abbey National plc

26 July 2004

Summary

The boards of Banco Santander and Abbey announce that they have reached
agreement on the terms of a recommended acquisition by Banco Santander of
Abbey, which is expected to be effected by means of a scheme of arrangement
under section 425 of the Companies Act.

Under the terms of the Acquisition, Abbey Shareholders will receive 1 New Banco
Santander Share for every 1 Abbey Share. Prior to the Effective Date, Abbey will
declare a special dividend of 25 pence plus 6 pence for a dividend differential,
totalling 31 pence in cash per Abbey Share to Abbey Shareholders on the register 3
Business Days prior to the Effective Date (subject to adjustment if the Effective
Date is earlier than 2 November 2004 or later than 2 February 2005, as described in
paragraph 3 of the following announcement).

The terms of the Acquisition are based on the equity market capitalisations of the
two companies over the last three months and (taking into account the special
dividend) represent a premium for Abbey Shareholders of approximately 28.6 per
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cent.?, valuing each Abbey Share at 603 pence (609 pence taking into account 6
pence for dividend differential) and the entire issued ordinary share capital of Abbey
at approximately £8.9bn (€13.4bn)>°.

e Based on the Closing Price of a Banco Santander Share on 22 July 2004 the terms
of the Acquisition (taking into account the special dividend) represent a premium
for Abbey Shareholders of approximately 17.3 per cent.?, valuing each Abbey Share
at 578 pence (584 pence taking into account 6 pence for dividend differential) and
the entire issued ordinary share capital of Abbey at approximately £8.5bn
(€12.8bn)'~.

e If the Acquisition had become -effective today, existing Banco Santander
Shareholders would own approximately 76.4 per cent. of the issued share capital of
Banco Santander as enlarged by the Acquisition and existing Abbey Shareholders
approximately 23.6 per cent.

e The combination of Banco Santander with Abbey will create a unique multi-local
retail bank and the tenth largest bank in the world by market capitalisation.

e Banco Santander believes that Abbey is an attractive platform through which to
enter the profitable UK banking market, with significant potential.

e Banco Santander estimates that a combination with Abbey will lead to an additional
contribution to earnings before tax from cost and revenue synergies of €560 million
by the third year following completion of the transaction.

e It is expected that the Acquisition will lead to accretion in Banco Santander's
earnings per share including cost and revenue synergies and share repurchases
(before exceptional items) from 2006.

This statement as to financial accretion is not intended to mean that Banco
Santander’s future earnings per share will necessarily exceed or match those of
any prior year.

e Banco Santander has authorisation from its board of directors to purchase up to
190 million shares representing approximately 4 per cent. of its issued share capital.

> On the basis of the average closing mid-market prices for Banco Santander Shares of €8.70 and Abbey
Shares of 469 pence for the three month period up to and including 22 July 2004, the last Business Day
prior to the commencement of the offer period, and an exchange rate of €1.50545:£1.00.

% Excluding 6 pence for dividend differential.

7 The last Business Day prior to the commencement of the offer period.
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Banco Santander intends to utilise this authority throughout the period of the
Acquisition.

It is intended that the Acquisition will be implemented by way of a scheme of
arrangement under section 425 of the Companies Act. It is expected that the
Scheme Document will be posted in September 2004 and that, subject to the
satisfaction, or where relevant waiver, of all relevant conditions, the Scheme will
become effective and the Acquisition completed by the end of 2004.

The Abbey Board, which has been so advised by Morgan Stanley, considers the
terms of the Acquisition to be fair and reasonable. In providing advice to the Abbey
Board, Morgan Stanley has taken into account the commercial assessment of the
Abbey Board. Accordingly, the Abbey Board intends unanimously to recommend
that Abbey Shareholders vote in favour of the Scheme. The directors of Abbey have
confirmed to Banco Santander that they intend to vote in favour of the Scheme in
respect of their own respective beneficial holdings of Abbey Shares (representing, in
aggregate, approximately 0.1 per cent. of the issued share capital of Abbey).

The Acquisition is conditional on, amongst other things, certain approvals by Banco
Santander Shareholders and Abbey Shareholders, and the sanction of the Scheme by
the Court. Banco Santander Shareholders’ approval is required to increase Banco
Santander's share capital in order to issue the New Banco Santander Shares. This
approval will be sought at the Banco Santander General Shareholders Meeting. This
capital increase must then be registered with the CNMV. Regulatory clearances
from, inter alia, the European Commission, the Financial Services Authority and the
Bank of Spain will also need to be obtained. Approval of the Acquisition will also
be sought from Abbey Shareholders at the Court Meeting and the Abbey
Extraordinary General Meeting. In order to become effective, the Scheme must be
approved by a majority in number representing three-fourths in value of the Abbey
Shares that are voted at the Court Meeting. In addition, a special resolution
implementing the Scheme and sanctioning the related reduction of capital must be
passed by Abbey Shareholders representing 75 per cent. of the votes cast at the
Abbey Extraordinary General Meeting.

Banco Santander is a group of banking and financial companies that operates
through a network of offices and subsidiaries across Spain and other European and
Latin American countries. As at 31 December 2003, Banco Santander Group was
the second largest banking group in the Euro zone by market capitalisation. The
company has its headquarters in Madrid. Its shares are listed on the Bolsas de
Valores (and quoted through the Automated Quotation System of the Bolsas de
Valores) in Spain, and on the Lisbon, Milan, Buenos Aires and New York (through
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Banco Santander ADRs) stock exchanges, with a market capitalisation of
approximately €44.8 billion at 31 December 2003.

Commenting on the Acquisition, Emilio Botin, Chairman of Banco Santander said:

“Abbey’s leading position in the UK mortgage market, combined with its strong
distribution network, represents for Banco Santander and Abbey shareholders a value
creating opportunity based on the application of Banco Santander’s commercial and
technological best practices to Abbey’s banking operations. Abbey’s business will
contribute to reinforce our pan-European franchise and provides the Group with a
more balanced stream of earnings.”

Lugman Arnold, Chief Executive of Abbey, said:

“Banco Santander's outstanding retail financial services skills - both marketing and
operational - will provide key resources and know-how to accelerate implementation of
Abbey's personal financial services strategy whilst simultaneously reducing execution
risk. Our shared commitment to consumers will bring undoubted benefits to our
customers and shareholders. Banco Santander's proven ability to operate successfully
in a diverse range of countries and cultures bodes well for the success of the
combination.”

The Acquisition will be governed by English law and will be subject to the applicable
rules and regulations of the UK Listing Authority, the London Stock Exchange and the
City Code. In addition, the Acquisition will be subject to the applicable requirements of
Spanish law and regulation.

This summary should be read in conjunction with the full text of the following
announcement. Appendix III to the following announcement contains definitions of
certain terms used in this summary and the following announcement.

Banco Santander is being advised by Goldman Sachs, JPMorgan and Merrill Lynch.
Abbey is being advised by Morgan Stanley. Lehman Brothers International and UBS
Investment Bank are acting as joint brokers to Abbey.

There will be a joint analysts and investors presentation in London today at Goldman
Sachs International, Rivercourt Building, 120 Fleet Street, London EC4A 2BB. There
will also be a dial-in conference call facility for the presentation; dial-in details are as
follows:

UK (freephone): 0800 279 9640

UK International: +44 207 019 9504
Spain (freephone): 800 099 797
Spain International +3491 414 4071
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Participants are requested to dial in 15 minutes prior to the commencement of the
conference.

The presentation will be available on the following links:
http://w3.cantos.com/04/group-sa-407-ebeia/index.php
http://w3.cantos.com/04/abbey-na-407-1dtmt/index.php

Enquiries:

Press:

Banco Santander

Keith Grant (Head of International Media)  + 34 91 289 5206

Peter Greiff (Deputy Head of International + 34 91 289 5207
Media)

Investors and analysts

Ana Wang +34 91 259 6516
+34 91 259 6520
Goldman Sachs International JPMorgan
Mike Esposito  +44 207 774 1000 Terry Eccles + 44 207 325 4169

Guillermo Garcia+ 44 207 774 1000 Piers Davison + 44207 325 4169

Merrill Lynch

Andrea Orcel + 44207 628 1000
Michael Findlay +44 207 628 1000
Abbey

Investors and analysts
Jonathan Burgess +44 207 756 4182

Abbey Media Relations

Thomas Coops +44 207 756 5536
Christina Mills +44 207 756 4212
Matthew Young +44 207 756 4232
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Morgan Stanley

Simon Robey +44 207 425 5555
Caroline Silver

_|_
William Chalmers 44 207 425 5555

+44 207 425 5555

Joint Brokers to Abbey

Lehman Brothers International UBS Investment Bank

Stephen Pull +44 207 102 1000 Tim Waddell +44 207 567

Charles King +44 207 102 1000 8000
Christopher Smith + 44207 567
8000

Brunswick

Susan Gilchrist +44 207 404 5959

John Sunnucks +44 207 404 5959

The availability of the Acquisition to persons who are not resident in the United
Kingdom may be affected by the laws of the relevant jurisdictions in which they are
located. Persons who are not resident in the United Kingdom should inform themselves
of, and observe, any applicable requirements.

This announcement contains forward-looking statements within the meaning of the US
Private Securities Litigation Reform Act of 1995. Forward looking statements may be
identified by words such as “expects™, ““anticipates”, “intends”, “plans™, ““believes”,
“seeks™, ““estimates”, “will”> or words of similar meaning and include, but are not
limited to, statements about the expected future business and financial performance of
Banco Santander resulting from and following the implementation of the Scheme.
These 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, Banco Santander's
ability to successfully combine the businesses of Banco Santander and Abbey and to
realise expected synergies from the Acquisition, and changes in global, political,
economic, business, competitive, market and regulatory forces. Neither Banco
Santander nor Abbey undertakes any obligations to update the forward-looking
statements to reflect actual results, or any change in events, conditions, assumptions or
other factors.

This announcement does not constitute an offer for sale of any securities or an offer or
an invitation to purchase any securities. The New Banco Santander Shares to be issued
to Abbey Shareholders under the Scheme have not been, and will not be, registered
under the Securities Act or under the securities laws of any state, district or other
jurisdiction of the United States, or of Canada, Australia or Japan and no regulatory
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clearances in respect of the registration of New Banco Santander Shares have been, or
will be, applied for in any jurisdiction. It is expected that the New Banco Santander
Shares will be issued in reliance upon the exemption from the registration requirements
of that Act provided by Section 3(a)(10) thereof. Under applicable US securities laws,
Abbey Shareholders who are or will be “affiliates” of Abbey or Banco Santander prior
to, or of Banco Santander after, the Effective Date will be subject to certain transfer
restrictions relating to the New Banco Santander Shares received in connection with the
Scheme.

Goldman Sachs, which is regulated in the United Kingdom by the Financial Services
Authority, is acting exclusively for Banco Santander as joint financial adviser and no
one else in connection with the Acquisition and will not be responsible to anyone other
than Banco Santander for providing the protections afforded to customers of Goldman
Sachs nor for providing advice in relation to the Acquisition, or any matter referred to
herein.

JPMorgan, which is regulated in the United Kingdom by the Financial Services
Authority, is acting exclusively for Banco Santander as joint financial adviser and no
one else in connection with the Acquisition and will not be responsible to anyone other
than Banco Santander for providing the protections afforded to customers of JPMorgan
nor for providing advice in relation to the Acquisition, or any matter referred to herein.

Merrill Lynch, which is regulated in the United Kingdom by the Financial Services
Authority, is acting exclusively for Banco Santander as joint financial adviser and no
one else in connection with the Acquisition and will not be responsible to anyone other
than Banco Santander for providing the protections afforded to clients of Merrill Lynch
nor for providing advice in relation to the Acquisition, or any matter referred to herein.

Morgan Stanley & Co. Limited is acting exclusively for Abbey and for no one else in
connection with the Acquisition, will not regard any other person as a client in relation
to the Acquisition and will not be responsible to anyone other than Abbey for providing
the protections afforded to clients of Morgan Stanley & Co. Limited nor for providing
advice in relation to the Acquisition, or any matter referred to herein.

Lehman Brothers International is acting exclusively for Abbey and for no one else in
connection with the Acquisition, will not regard any other person as a client in relation
to the Acquisition and will not be responsible to anyone other than Abbey for providing
the protections afforded to clients of Lehman Brothers International nor for providing
advice in relation to the Acquisition, or any matter referred to herein.

USB Investment Bank is acting exclusively for Abbey and for no one else in connection
with the Acquisition, will not regard any other person as a client in relation to the
Acquisition and will not be responsible to anyone other than Abbey for providing the
protections afforded to clients of USB Investment Bank nor for providing advice in
relation to the Acquisition, or any matter referred to herein.

Any person who, alone or acting together with any other person(s) pursuant to an
agreement or understanding (whether formal or informal) to acquire or control
securities of Banco Santander or of Abbey, owns or controls, or becomes the owner or
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controller, directly or indirectly, of one per cent. or more of any class of securities of
Banco Santander or Abbey is generally required under the provisions of Rule 8 of the
City Code to notify a Regulatory Information Service (as specified in the Listing Rules)
and the Panel by not later than 12.00 noon (London time) on the Business Day
following the date of the transaction of every dealing in such securities during the
period to the date on which the Scheme becomes effective (or, if applicable, the Offer
becomes or is declared unconditional as to acceptances or lapses or is otherwise
withdrawn). Dealings by Banco Santander or by Abbey or by their respective
““associates’ (within the definition set out in the City Code) in any class of securities of
Banco Santander or Abbey until the end of such period must also be disclosed. Please
consult your financial adviser immediately if you believe this Rule may be applicable to
you.
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NOT FOR RELEASE, PUBLICATION OR DISTRIBUTION IN OR INTO OR FROM CANADA, AUSTRALIA OR
JAPAN.

FOR IMMEDIATE RELEASE

Recommended acquisition by Banco Santander of Abbey National plc
1. Introduction

The boards of Banco Santander and Abbey announce that they have reached agreement
on the terms of a recommended acquisition by Banco Santander of Abbey which is
expected to be effected by means of a scheme of arrangement under section 425 of the
Companies Act.

The terms of the Acquisition are based on the equity market capitalisations of the two
companies over the last three months and (taking into account the special dividend)
represent a premium for Abbey Sharcholders of approximately 28.6 per cent.’, valuing
each Abbey Share at 603 pence (609 pence taking into account 6 pence for dividend
differenti%lg and the entire issued ordinary share capital at approximately £8.9bn
(€13.4bn)™".

Based on the Closing Price of a Banco Santander Share on 22 July 2004'° the terms of
the Acquisition represent a premium for Abbey Shareholders of approximately 17.3 per
cent., valuing each Abbey Share at 578 pence (584 pence taking into account 6 pence
for dividend differential) and the entire issued ordinary share capital of Abbey at
approximately £8.5bn (€12.8bn)*’.

The Abbey Board, which has been so advised by Morgan Stanley, considers the terms
of the Acquisition to be fair and reasonable. In providing advice to the Abbey Board,
Morgan Stanley has taken into account the commercial assessment of the Abbey Board.
Accordingly, the Abbey Board intends unanimously to recommend that Abbey
Shareholders vote in favour of the Scheme. The directors of Abbey have confirmed to
Banco Santander that they intend to vote in favour of the Scheme in respect of their own
respective beneficial holdings of Abbey Shares (representing, in aggregate,
approximately 0.1 per cent. of the issued ordinary share capital of Abbey).

¥ On the basis of the average closing mid-market prices for Banco Santander Shares of €8.70 and Abbey
Shares of 469 pence for the three month period up to and including 22 July 2004, the last Business Day
prior to the commencement of the offer period, and an exchange rate of €1.50545:£1.00.

? Excluding 6 pence for dividend differential.

19 The last Business Day prior to the commencement of the offer period. Based on an exchange rate of
€1.50545:£1.00.
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The sources and bases of information contained in this announcement are set out in
Appendix II. The definitions of certain expressions used in this announcement are
contained in Appendix III.

2. The Acquisition

Under the Scheme, and subject to the Conditions and further terms set out in Appendix I
and the full terms and conditions that will be set out in the Scheme Document, Banco
Santander will issue New Banco Santander Shares to Abbey Shareholders on the
following basis:

for every 1 Abbey Share 1 New Banco Santander Share

for every 1 Abbey ADS 2 New Banco Santander ADRs

and so in proportion for any other number of Abbey Shares. Prior to the Effective Date,
Abbey will declare a special dividend of 25 pence and 6 pence for dividend differential,
totalling 31 pence in cash per Abbey Share to Abbey Shareholders on the register 3
Business Days prior to the Effective Date (subject to adjustment if the Effective Date is
earlier than 2 November 2004 or later than 2 February 2005, as described in paragraph 3
of this announcement).

The terms of the Acquisition are based on the equity market capitalisations of the two
companies over the last three months. The terms of the Acquisition (taking into account
the special dividend) represent a premium for Abbey Shareholders of approximately
28.6 per cent.®, valuing each Abbey Share at 603 pence (609 pence taking into account 6
pence for dividend differential) and the entire issued ordinary share capital of Abbey at
approximately £8.9bn (€13.4bn)'""'>. Based on the Closing Price of a Banco Santander
Share on 22 July 2004" the terms of the Acquisition (taking into account the special
dividend) represent a premium for each Abbey Share of approximately 17.3 per cent.®,
valuing each Abbey Share at 578 pence (584 pence taking into account 6 pence for
dividend differential) and the entire issued ordinary share capital of Abbey at
approximately £8.5bn (€12.8bn)" ®.

If the Scheme becomes effective the Abbey Shares will be disposed of by Abbey
Shareholders fully paid and free from all liens, equities, charges, encumbrances and
other interests and together with all rights attaching to them after the date of this
announcement (other than the interim dividend of 8.33 pence declared today and the

' On the basis of the average closing mid-market prices for Banco Santander Shares of £8.70 and Abbey
Shares of 469 pence for the three month period up to and including 22 July 2004, the last Business Day
prior to the commencement of the Offer Period, and an exchange rate of €1.50545:£1.00.

12 Excluding 6 pence for dividend differential.

13 The last Business Day prior to the commencement of the offer period.
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special dividend of 25 pence and the 6 pence dividend differential (subject to
adjustment as described above)).

If the Acquisition had become effective today, existing Banco Santander Shareholders
would own approximately 76.4 per cent. of the issued share capital of Banco Santander
as enlarged by the Acquisition and existing Abbey Shareholders approximately 23.6 per
cent.

The Acquisition will be subject to the conditions and terms set out or referred to in
Appendix I of this announcement and in the Scheme Document. It is expected that,
subject to the satisfaction or, where relevant, waiver of all of the conditions to the
Scheme, the Scheme will become effective and the Acquisition completed by the end of
2004.

Other than any Banco Santander Shares purchased and cancelled pursuant to the Banco
Santander Repurchase Programme or any Banco Santander Shares issued pursuant to
Banco Santander share option schemes, if any changes are made to Banco Santander's
share capital or Banco Santander makes an extraordinary distribution (but excluding for
the avoidance of doubt any dividends made in the ordinary course) in cash or specie
other than in exchange for fair value in cash or specie (the “Banco Santander Share
Capital Change”) in either case, after the date of this announcement but before the
Effective Date, such adjustments shall be made to the Exchange Ratio as Goldman
Sachs, JPMorgan, Merrill Lynch and Morgan Stanley agree are fair and reasonable such
that the Exchange Ratio is what it would have been had it been calculated immediately
prior to the release of this announcement had the relevant Banco Santander Share
Capital Change already occurred.

3. The New Banco Santander Shares

The New Banco Santander Shares will be issued credited as fully paid and will rank pari
passu in all respects with existing Banco Santander Shares and will be entitled to all
dividends and other distributions declared or paid by Banco Santander by reference to a
record date on or after the Effective Date but not otherwise. Banco Santander pays
dividends quarterly. It is expected that the record date for the third and fourth interim
dividend declared by Banco Santander in respect of 2004 will be after the Effective
Date. In the event that the record date for either or both such payments or any
subsequent dividend payments declared by Banco Santander falls prior to the Effective
Date then the special dividend announced on 26 July 2004 will be increased by the
amount of such dividend(s) to compensate the Abbey Shareholders for the delay (but
after deducting any final dividend declared by Abbey in respect of the financial year
ending 31 December 2004). In the unlikely event that the Effective Date is prior to the
record date for Banco Santander’s second interim dividend in respect of 2004 (expected
to be 1 November 2004) then the 6 pence dividend differential forming part of the
special dividend announced on 26 July 2004 will be reduced by the amount of such
dividend.

Further details of the rights attaching to the New Banco Santander Shares and a

description of the material differences between the rights attaching to the New Banco
Santander Shares and the Abbey Shares will be set out in the Scheme Document.
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Banco Santander's ordinary shares are listed on the Bolsas de Valores (and quoted
through the Automated Quotation System of the Bolsas de Valores) in Spain and on
Lisbon, Milan, Buenos Aires and New York (through Banco Santander ADRs) stock
exchanges. Applications will be made for the New Banco Santander Shares to be
admitted to listing on these exchanges. Banco Santander had a market capitalisation of
approximately €39.7 billion (approximately £26.4 billion) as at 22 July 2004, the last
Business Day prior to the commencement of the offer period.

Subject to clarifying certain legal and regulatory issues and to the agreement of the
Panel, it is proposed that Banco Santander will provide a dealing facility to Abbey
Shareholders who own 2,000 or less Abbey Shares under which the New Banco
Santander Shares to which such shareholders become entitled may be sold through
Abbey's UK branch network for their benefit and under which such shareholders would
receive the sale proceeds in sterling without incurring dealing charges or foreign
exchange commission. Details of any such facility will be provided in the Scheme
Document.

4, Banco Santander Share Repurchase Programme

At a shareholders’ meeting of 19 June 2004, Banco Santander was reauthorised to
purchase Banco Santander Shares substantially on the same terms as those authorised in
the previous year’s shareholders’ meeting.

Banco Santander has carried out its customary market making activities pursuant to this
shareholders’ authorisation since the date of the authorisation and expects to continue to
do so. Banco Santander intends to purchase Banco Santander Shares during the course
of the Acquisition. These activities will be conducted under a share repurchase
programme authorised by the Banco Santander Board for the purpose of reducing
Banco Santander’s share capital and will be carried out under the following terms and
conditions:

() the maximum number of Banco Santander Shares which may be acquired is 190
million shares representing approximately 4 per cent. of Banco Santander's
share capital;

(ii) the maximum acquisition price will be €9.77 per share, being the maximum
price of the shares during the last 12 months;

(iii) the entity acquiring the shares will be an entity of the group named Pereda
Gestion S.A. and, purchase orders and, as the case may be, sale orders (as
provided for under Article 6.2 of Regulations (CE) n° 2273/2003 of the
Commission), will be carried out through a person within Santander Central
Hispano Bolsa, S.V., S.A.; effective Chinese Walls have been established
between the persons in charge of privileged information directly or indirectly
related to Banco Santander and such persons or entities involved in the trades
regarding Banco Santander Shares; and

(iv) the Repurchase Programme will be in force as from the date of the
announcement of the Acquisition until completion of the Acquisition.
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The terms, conditions and restrictions under which the Repurchase Programme will be
governed are set forth in Regulation (CE) n® 2273/2003 of the Commission dated 22
December 2003.

Any interruption or amendment of this Repurchase Programme will be notified to the
National Securities Exchange Commission through a “material fact” (Hecho Relevante).

5. Background to and reasons for the Acquisition

The Banco Santander Board and Abbey Board believe that a combination of the
companies will create a premier international banking franchise. This merger will
leverage Banco Santander’s retail banking skills which have been developed in multiple
geographies to improve Abbey’s banking business in the UK.

5.1  Formation of a unique multi-local retail bank

Over the past decade, Banco Santander has built a global retail bank. In Europe, Banco
Santander has the largest retail bank in Spain (an 18 per cent. deposit market share), and
the third largest in Portugal (an 11 per cent. deposit market share). Banco Santander has
consumer finance operations in Germany, Italy, Scandinavia and Poland. In Latin
America, Banco Santander has operations in Chile (an 18 per cent. deposit market share),
in Mexico (a 14 per cent. deposit market share), and in Brazil (a 4.1 per cent. deposit
market share).

The combination of Banco Santander and Abbey will create a well diversified, global
retail bank. Retail banking will represent approximately 85 per cent. of combined
revenues'’, a higher percentage than most of the other largest banks. The bank will
have a well diversified earnings mix coming from high growth and mature, stable
economies: 47 per cent. Euro zone, 21 per cent. UK and 31 per cent. Latin America.
Over 90 per cent. of the combined loan portfolio will be in countries rated “AA” or
better. Management of Banco Santander believes that this retail focus, coupled with
geographic diversity will produce attractive growth and enhanced returns.

The acquisition of Abbey by Banco Santander will create the tenth largest bank in the
world in terms of market capitalisation and the fourth largest bank in Europe.

Banco Santander believes that UK retail banking is an attractive market in a European
context. The UK is Europe’s second largest economy and has a stable macroeconomic
environment and a profitable banking industry by return on equity standards.

Banco Santander believes that Abbey is an attractive platform through which to enter
the UK market. Further, Banco Santander management believes that it can improve the
franchise through greater efficiencies and greater leverage of Abbey’s customer
relationships.

'* Abbey Retail Banking includes only PFS revenues. Aggregation of 2003 figures.
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Abbey has a large distribution system with 741 branches in the UK, telephone and
internet channels, as well as relationships with financial intermediaries. Through these
channels, Abbey has access to 17.8 million customers. Abbey is the second largest
residential mortgage provider in the UK with an 11 per cent. market share and has the
sixth largest share of current accounts.

The Board of Banco Santander believe that the proposed transaction will create benefits
for Abbey’s customers and create value for both Banco Santander and Abbey
shareholders through improvements in Abbey’s customer offering and implementation
of technology-based efficiency programmes that Banco Santander has successfully
executed in other countries.

5.2 Financial benefits of the Acquisition

The Banco Santander Board believes that the combination of Banco Santander and
Abbey will create substantial value through both cost reduction and revenue benefits.

Abbey’s management has recently implemented a successful restructuring plan. Abbey
has sold the vast majority of its higher risk, wholesale assets in the Portfolio Business
Unit and has lowered the risk profile of its insurance business. However, Abbey
Personal Financial Services, Banking & Savings expense ratio at 52.7 per cent. (2003
full year trading basis) remains high relative to peers. The Banco Santander Board
believes that it can deliver, through the application of Banco Santander’s skills and
technology, additional efficiency cost savings amounting to €450 million per annum,
within three years following completion of the transaction.

The full implementation of Banco Santander’s intended efficiency cost saving plan is
expected to take around 3 years from completion of the transaction. The Board of
Banco Santander believes that it would be able to deliver €150m of run-rate cost
savings in the first full year, €300m in the second year and €450m in the third year,
following completion of the transaction via near term cost reduction initiatives, which
would be based on accelerating and supplementing existing Abbey projects.

In 2005 and 2006, Banco Santander has identified numerous specific cost saving
initiatives and expects significant savings in information technology by eliminating
certain systems development projects which overlap with those of Banco Santander. An
example would be the core banking system. Banco Santander’s operating philosophy is
to invest in customer facing areas whilst extracting maximum efficiency from how it
runs the back office.

The cost savings that will start to materialise from 2007 onwards will be based on a
thorough re-engineering of Abbey’s core systems and processes, and will imply
significant reductions in the size of middle and back office processing areas, improved
productivity in branches and improved use of IT infrastructure. Banco Santander has
introduced a similar efficiency programme in Spain that has led to and will continue to
result in cost savings in these areas. Banco Santander has also successfully transferred
the skills developed during this efficiency programme across national borders to
businesses within the Banco Santander group in Portugal. In all cases, these cost
savings have been implemented by local management teams.
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Banco Santander expects to generate substantial revenue synergies by accelerating the
development of Abbey’s underleveraged franchise. Banco Santander management
believes that the volume of Abbey products per customer is well below many of its UK
peers. Banco Santander plans to implement some of its consumer finance systems and
marketing strategies to grow Abbey’s personal unsecured lending business. On the
insurance side, Banco Santander believes it can significantly increase the penetration of
general insurance and protection products by more effectively selling to Abbey’s
mortgage customer base. In addition, Banco Santander plans to improve the sale of
insurance-based investments and pensions. These synergies are expected to produce
approximately €110 million of earnings before tax by 2007.

It is expected that the Acquisition will lead to accretion in Banco Santander’s earnings
per share including cost and revenue synergies and share repurchases (before
exceptional items) from 2006.

This statement as to financial accretion is not intended to mean that Banco
Santander’s future earnings per share will necessarily exceed or match those of
any prior year.

In order to achieve these synergies, Banco Santander expects to incur one-off
restructuring and investment charges of around €680 million over the three-year period
following completion of the transaction.

The combined Group is also anticipating a reduction of its overall cost of capital
through an improved global balanced business mix.

Banco Santander anticipates adjustments to its core capital of around €2.1bn including
outstanding pension fund liabilities, balance sheet mark-to-market, a reduction in the
insurance carrying value, and €0.5bn derived from the impact of the special dividend
payable by Abbey to its shareholders at closing. On a combined basis for Banco
Santander’s first half 2004 capital ratios, the core Tier 1 capital ratio would decrease
from 6.4 per cent. to 5.8 per cent. and the Tier 1 ratio would be maintained.

Impact on Combined Company Capital Ratios

Adjustment to Banco Santander
€bn Banco Santander Abbey Abbey Special Dividend®® and Abbey
RWA 217.1 86.6 - - 303.7
Core Capital 13.8 6.5 .1) (0.5) 17.7
Core Capital (%) 6.4 7.5 - - 5.8
Tier 1 Capital 17.6 9.5 2.1) (0.5) 245

'’ Excludes 6 pence dividend differential.
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Tier 1 Capital (%) 8.1 10.9 - - 8.1

Following the completion of the Acquisition, existing Abbey shareholders will own a
significant proportion of the enlarged Banco Santander group and would therefore
benefit from the expected synergies.

6. Information on Abbey

Abbey is a major financial services group in the UK, where it is the second largest
provider of residential mortgages. As at 31 December 2003, Abbey had shareholders'
funds (including non-equity interests) of £5.3 billion and total assets of £177 billion.
For the financial year ended 31 December 2003, Abbey Personal Financial Services
reported trading profit before tax of £1.0bn and net attributable income for the group of
£(0.7) billion. It employs more than 26,000 people and has approximately 741 UK
branches and 17.8 million customers. Abbey released its interim results for the six
months ended 30 June 2004 today.

The Abbey Building Society was formed following the merger of the Abbey Road
Building Society and the National Building Society in 1944. On 12 July 1989, Abbey
became a plc and floated on the London Stock Exchange.

Abbey has two main business divisions, Personal Financial Services and the Portfolio
Business Unit.

Personal Financial Services includes the following business areas: Banking and
Savings, Investment and Protection, General Insurance and Financial Markets.

6.1 Banking and Savings

Abbey is the second largest provider of residential mortgages in the UK. Abbey also
provides a wide range of retail savings accounts and offers a range of personal banking
services including current accounts, unsecured loans and credit cards.

6.2 Investment and Protection

Abbey offers life and health protection, investment and pensions products primarily
through its subsidiaries Abbey National Life, Scottish Mutual Assurance and Scottish
Provident.

6.3 General Insurance

The range of non-life insurance products sold by Abbey includes buildings and contents
insurance and payment and protection insurance.
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6.4  Treasury Services

Treasury Services is responsible for the liquidity and capital management activities of
the bank and it also incorporates Abbey’s financial products and short term markets
businesses.

Portfolio Business Unit

Businesses that are not consistent with Abbey’s current Personal Financial Services
strategy are managed within the Portfolio Business Unit. Abbey’s intention is to reduce
or exit these businesses whilst focusing on getting optimum value to ensure that returns
for shareholders are maximised and risk is reduced in a timely manner. The Portfolio
Business Unit currently consists of debt securities and corporate loan portfolios and
leasing businesses; French operations; First National Motor Finance and Litigation
Funding; and International Life Businesses, such as Scottish Mutual International.

7. Information on Banco Santander

Banco Santander is a group of banking and financial companies that operates through a
network of offices and subsidiaries across Spain and other European (including in
Austria, Czech Republic, Germany, Hungary, Italy, Portugal and Norway) and Latin
American countries. At 31 December 2003, the Banco Santander Group was the second
largest banking group in the Euro zone by market capitalisation with a stock market
capitalisation of €44.8 billion, stockholders' equity of €18.4 billion and total assets of
€351.8 billion. The Banco Santander Group had an additional €108.9 billion in mutual
funds, pension funds and other assets under management at that date. For the financial
year ended 31 December 2003, the Banco Santander Group reported net attributable
income of €2.6 billion. At that date, it employed approximately 103,000 people, 66 per
cent. of whom worked outside of Spain, had approximately 9,200 branches and some
41 million customers worldwide.

Founded in 1857, Banco Santander developed a leading financial services group both in
Spain and internationally. In Latin America, Banco Santander is the leading banking
franchise with majority shareholdings in banks in Argentina, Bolivia, Brazil, Chile,
Colombia, Mexico, Puerto Rico, Uruguay and Venezuela. As of 31 December 2003,
the Banco Santander Group managed a commercial banking business in Latin America
with total assets of €76.6 billion, off-balance sheet funds of €27.8 billion, 52,229
employees and 3,878 branches. The Banco Santander Group also owns the third largest
financial group in Portugal, as well as Banco Santander Consumer, one of the largest
consumer finance franchises in Germany, Italy and other European countries.

The Banco Santander Group has four main business areas where its commercial
banking activity is complemented by global businesses: asset management and private
banking, corporate banking, investment banking and treasury.

European Commercial Banking (approximately 52 per cent. of the Banco Santander
Group's profits in 2003) covers the banking activities of the different networks and
specialised units in Europe. It includes four units: Banco Santander Central Hispano
Commercial Banking, Banesto, European Consumer Finance and Portugal.
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Commercial Banking Latin America (approximately 32 per cent. of the Banco
Santander Group's profits in 2003) covers the universal banking activities in Latin
America conducted through Banco Santander's subsidiary banks and finance companies.

Asset Management and Private Banking accounted for approximately 9 per cent. of the
Banco Santander Group's profits in 2003. Asset management includes pension and
mutual funds and bancassurance. Private banking includes those activities carried out
with clients through specialised units in Spain and abroad.

Global Wholesale Banking (approximately 7 per cent. of the Banco Santander Group's
profits in 2003) covers corporate banking activities in Spain and Europe, treasury
activities in Madrid and New York and investment banking principally in Spain,
Portugal, Latin America and New York.

8. Inducement fee

Banco Santander and Abbey have entered into an inducement fee letter under which
Abbey has agreed to pay Banco Santander an inducement fee of £81.7 million if
following the release of this announcement but prior to the Scheme becoming effective
or the Acquisition lapsing or being withdrawn either: (i) the directors of Abbey
withdraw, adversely modify or qualify their recommendation in respect of the Scheme
at a time when they are considering a competing offer from a third party, and within one
month, the directors recommend, or indicate an intention to recommend, a competing
offer; or (ii) a competing offer is made by a third party for Abbey and such competing
offer is subsequently successful.

In addition, Banco Santander and Abbey have given certain commitments to each other
to work together to obtain the competition clearances within an agreed timeframe.
Banco Santander has agreed to pay Abbey a fee of £81.7million if, following release of
this announcement, the Scheme fails to become effective as a result of Condition 2(a)
(as set out in Appendix 1 of this announcement) being invoked or not being satisfied as
a result of Banco Santander breaching those commitments. The fee will not be payable
if Abbey is in breach of its commitments.

9. Management and employees

To ensure stability through the regulatory process and provide continuity until
such time as Banco Santander's strategy for Abbey is fully evolved, the Abbey
management team will stay in place, with the exception of Stephen Hester, who is
leaving the company. Lugman Arnold has agreed to stay on as CEO of Abbey to
see the deal through to completion and ensure an orderly transition. He will
remain with Abbey until June 2005 if required. Lord Burns will remain involved
in the management of Abbey as a member of Banco Santander's International
Advisory Board. A UK advisory council will be established, which Lord Burns
will chair.

The existing employment rights, including pension rights, of all management and
employees of the Abbey Group will be fully safeguarded.
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10.  Effect of the Scheme on the Abbey Share Option Schemes

Certain subsisting options and awards under the Abbey Share Option Schemes, which
are not already exercisable, may become exercisable following the Scheme being
sanctioned by the Court. All Abbey Shares issued on the exercise of options and
awards prior to the Hearing Record Time will be subject to the terms of the Scheme.
The Scheme will not extend to Abbey Shares issued, including on the exercise of
options and awards, after the Hearing Record Time. However an amendment to the
Abbey Articles is to be proposed at the Abbey Extraordinary General Meeting to the
effect that Abbey Shares issued on the exercise of options and awards after the Hearing
Record Time will automatically be transferred to Banco Santander on a basis which
reflects the terms of the Acquisition except that in such circumstances the Banco
Santander Shares delivered will either be existing Banco Santander Shares, which were
previously held in treasury by Banco Santander or, with the approval of Banco
Santander's Shareholders, New Banco Santander Shares. Appropriate proposals will be
made to holders of options under the Abbey Share Option Schemes in due course.
Details of these proposals, which will include a cash cancellation proposal, will be set
out in the Scheme Document.

11.  Structure of the Acquisition

The Acquisition is expected to be effected by means of a scheme of arrangement
between Abbey and its shareholders under section 425 of the Companies Act. The
procedure involves an application by Abbey to the Court to sanction the Scheme and to
confirm the cancellation of Abbey's currently issued ordinary share capital. In
consideration for the cancellation of Abbey Shares and the issue of new Abbey Shares
to Banco Santander the Abbey Shareholders will receive New Banco Santander Shares
on the basis set out in paragraph 2 above.

Banco Santander Shareholder approval will be required for the capital increase of Banco
Santander necessary to allow Banco Santander to issue the New Banco Santander
Shares required under the terms of the Acquisition at the Banco Santander General
Shareholders Meeting. Before the Court Orders can be sought, the Scheme will require
approval (i) by Abbey Shareholders at the Court Meeting and (ii) by the Abbey
Shareholders of certain resolutions to be proposed at the Abbey Extraordinary General
Meeting.

The Banco Santander General Shareholders Meeting will be convened for the purposes
of considering and, if thought fit, passing resolutions to approve an increase in Banco
Santander's share capital necessary to issue the New Banco Santander Shares under the
Scheme and to give effect to the Acquisition. For the resolutions to be validly passed,
the meeting will require on first call the presence (in person or by proxy) of
shareholders representing at least 50 per cent. of the voting capital of Banco Santander
(in which case the resolutions may be passed by a simple majority of those voting). On
second call the meeting will require the presence (in person or by proxy) of shareholders
representing at least 25 per cent. of the voting capital of Banco Santander (in which
case, if shareholders representing less than 50 per cent. of the voting capital of Banco
Santander are present (either in person or by proxy) at the meeting, the resolutions must
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be passed by shareholders representing at least two thirds of the Banco Santander
Shareholders present or represented at such meeting, and if shareholders representing 50
per cent. or more of the voting capital of Banco Santander are present or represented at
the meeting, the resolutions may be passed by shareholders representing a simple
majority of those shareholders present or represented at such meeting). It is expected
that the meeting will be held on second call.

The Court Meeting will be convened by order of the Court for the purposes of
considering and, if thought fit, approving the Scheme (with or without modification).
The Scheme will be approved at the Court Meeting if a majority in number representing
not less than 75 per cent. in value of Abbey Shareholders present and voting, either in
person or by proxy, vote in favour of the Scheme.

The Abbey Extraordinary General Meeting will be convened for the purposes of
considering and, if thought fit, passing a special resolution to approve the reduction of
Abbey's share capital and amendments to the Abbey Articles necessary to implement
the Scheme and any other resolutions that may be necessary.

Once the necessary approvals from the Abbey Shareholders and Banco Santander
Shareholders have been obtained and the other Conditions have been satisfied or (where
applicable) waived, the Scheme will become effective upon sanction by the Court and
registration of the Court Orders by the Registrar of Companies in England and Wales.
Upon the Scheme becoming effective, it will be binding on all Abbey Shareholders,
irrespective of whether they attended or voted at the Court Meeting or the Abbey
Extraordinary General Meeting.

12.  De-listing of Abbey Shares

The London Stock Exchange and the UK Listing Authority will be requested
respectively to cancel trading in Abbey Shares on the London Stock Exchange's market
for listed securities and the listing of the Abbey Shares from the Official List by the
Effective Date. The last day of dealings in Abbey Shares on the London Stock
Exchange is expected to be the Business Day immediately prior to the Effective Date
and no transfers will be registered after 6:00 p.m. on that date. On the Effective Date,
share certificates in respect of Abbey Shares will cease to be valid and should be
destroyed. In addition, entitlements to Abbey Shares held within the CREST system
will be cancelled on the Effective Date.

On the Effective Date, the listing of the Abbey ADSs on the New York Stock Exchange
will be cancelled.

13.  Abbey Listed Securities

Abbey has contractual obligations to maintain a listing for certain listed Abbey
securities other than the Abbey Shares while they remain in issue. It is the intention of
Banco Santander to ensure that Abbey complies with these obligations.
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14.  Regulatory Clearances

The Acquisition is conditional upon obtaining regulatory clearances from the European
Commission, the Financial Services Authority, the CNMV and the Bank of Spain as
well as certain other regulatory bodies in other jurisdictions. It is expected that, subject
to the satisfaction or, where relevant, waiver, of all of the conditions to the Scheme, the
Scheme will become effective and the Acquisition completed before the end of 2004.

15.  Settlement, listing and dealing

Applications will be made for the New Banco Santander Shares to be listed on the
Bolsas de Valores, quoted through the Automated Quotation System of the Bolsas de
Valores and cleared and settled through Iberclear, the Spanish clearance and settlement
system. Iberclear and its member entities maintain a book-entry system on which
details of shareholders' holdings of, and trades in Banco Santander Shares will be
recorded. A statement of ownership of the New Banco Santander Shares will not be
issued by Iberclear unless one is requested by the Banco Santander Shareholder. Such
statement is not a definitive certificate of title. In addition, Banco Santander will issue a
folleto informativo in connection with the issue and the subsequent listing of the New
Banco Santander Shares on the Bolsas de Valores.

Certificates for New Banco Santander Shares, if requested, will be issued to Abbey
Shareholders and cheques for the special dividend will be despatched no later than
fourteen days after the Scheme becomes effective.

It is proposed that, following successful completion of the Acquisition appropriate
applications will be made to list the New Banco Santander Shares on the Milan, New
York (through ADRs), Lisbon and Buenos Aires stock exchanges.

Further details on settlement, listing and dealing will be included in the Scheme
Document.

16. Taxation

Under Spanish law, Banco Santander will normally be required to withhold 15 per cent.
on account of Spanish tax on payment of dividends, subject to such relief as may be
available to certain shareholders, under certain double tax treaties concluded by Spain.

17.  Disclosure of interests in Abbey

As at 23 July 2004, the last Business Day prior to this announcement, neither Banco
Santander, nor any of the directors of Banco Santander, nor their close relatives and
related trusts, nor, so far as Banco Santander is aware, any party acting in concert with
Banco Santander, owned or controlled any Abbey Shares or held any options to
purchase Abbey Shares or had entered into any derivative referenced to Abbey Shares.
Subject as aforesaid, Banco Santander is undertaking enquiries in this respect of certain
parties who may be presumed by the Panel to be acting in concert with Banco Santander
for the purposes of the Acquisition.
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18. General

The Scheme Document will be despatched to Abbey Shareholders and, for information
only, to holders of options under Abbey Share Option Schemes, in due course. The
Scheme Document will include full details of the Scheme, together with notices of the
Court Meeting and the Abbey Extraordinary General Meeting, the expected timetable
and further information relating to the Banco Santander Shares and will specify the
necessary action to be taken by Abbey Shareholders.

The Acquisition will comply with the applicable rules and regulations of the UK Listing
Authority, the London Stock Exchange and the City Code. The Acquisition will be
governed by English law and will be subject to the jurisdiction of the English courts and
the Conditions and further terms set out in Appendix I, and the full terms and conditions
to be set out in the Scheme Document. In addition, the Acquisition is subject to the
applicable requirements of Spanish law and regulation.

In accordance with Rule 2.10 of the City Code, as at 23 July 2004, 1,475,921,396
Abbey Shares were in issue. The International Securities Identification Number for
Abbey Shares is GB0000044551. In addition, as at 23 July 2004, 4,768,402,943 Banco
Santander Shares were in issue. The International Securities Identification number for
Banco Santander Shares is ES 0113900J37.

Banco Santander is being advised by Goldman Sachs, JPMorgan and Merrill Lynch.
Abbey is being advised by Morgan Stanley. Lehman Brothers International and UBS
Investment Bank are acting as joint brokers to Abbey.

19. Recommendation

The Abbey Board, which has been so advised by Morgan Stanley, considers the terms
of the Acquisition to be fair and reasonable. In providing advice to the Abbey Board,
Morgan Stanley has taken into account the commercial assessment of the Abbey Board.
Accordingly, the Abbey Board intends unanimously to recommend that Abbey
Shareholders vote in favour of the Scheme. The directors of Abbey have confirmed to
Banco Santander that they intend to vote in favour of the Scheme in respect of their own
respective beneficial holdings of Abbey Shares (representing, in aggregate,
approximately 0.1 per cent. of the issued ordinary share capital of Abbey).

Enquiries:
Banco Santander

Keith Grant (Head of International Media) +34 91 289 5206

Peter Greiff (Deputy Head of International ~ + 34 91 289 5207
Media)
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Investors and analysts:

ANA WANZ ....oiiiiiiiiiiic e
Goldman Sachs International JPMorgan

Mike Esposito  +44 207 774 1000 Terry Eccles
4169

Guillermo Garcia+ 44 207 774 1000 Piers Davison
4169

Merrill Lynch

Andrea Orcel +44 207 628 1000
Michael Findlay + 44 207 628 1000

Abbey

Investors and analysts

Jonathan Burgess + 44 207 756 4182
Merrill Lynch

Andrea Orcel +44 207 628 1000
Michael Findlay + 44 207 628 1000

Abbey Media Relations

Christing MillS .......ccooiiiiiiii e,
Matthew YOUNG.......ccoiiiiieiieciie ettt
Thomas COOPS......ccreriiriinieienierieeeet ettt

Morgan Stanley

Simon Robey + 44 207 425 5555
Caroline Silver +44 207 425 5555
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+44 207 756 4212
+44 207 756 4232
+ 44 207 756 5536



William Chalmers + 44 207 425 5555

Joint Brokers to Abbey

Lehman Brothers International UBS Investment Bank

Stephen Pull +44 207 102 1000 Tim Waddell + 44 207
567 8000

Charles King +44 207 102 1000 Christopher Smith + 44 207
567 8000

Brunswick

Susan Gilchrist + 44 207 404 5959
John Sunnucks + 44 207 404 5959

The availability of the Acquisition to persons who are not resident in the United
Kingdom may be affected by the laws of the relevant jurisdictions in which they are
located. Persons who are not resident in the United Kingdom should inform themselves
of, and observe, any applicable requirements.

This announcement contains forward-looking statements within the meaning of the US
Private Securities Litigation Reform Act of 1995. Forward looking statements may be
identified by words such as “expects™, “anticipates™, “intends™, “plans™, “believes”,
“seeks™, “estimates”, “will”” or words of similar meaning and include, but are not
limited to, statements about the expected future business and financial performance of
Banco Santander resulting from and following the implementation of the Scheme.
These 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, Banco Santander’s
ability to successfully combine the businesses of Banco Santander and Abbey and to
realise expected synergies from the Acquisition, and changes in global, political,
economic, business, competitive, market and regulatory forces. Neither Banco
Santander nor Abbey undertakes any obligations to update the forward-looking
statements to reflect actual results, or any change in events, conditions, assumptions or
other factors.

This announcement does not constitute an offer for sale of any securities or an offer or
an invitation to purchase any securities. The New Banco Santander Shares to be issued
to Abbey Shareholders under the Scheme have not been, and will not be, registered
under the Securities Act or under the securities laws of any state, district or other
jurisdiction of the United States, or of Canada, Australia or Japan and no regulatory
clearances in respect of the registration of New Banco Santander Shares have been, or
will be, applied for in any jurisdiction. It is expected that the New Banco Santander
Shares will be issued in reliance upon the exemption from the registration requirements
of that Act provided by Section 3(a)(10) thereof. Under applicable US securities laws,
Abbey Shareholders who are or will be “affiliates” of Abbey or Banco Santander prior
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to, or of Banco Santander after, the Effective Date will be subject to certain transfer
restrictions relating to the New Banco Santander Shares received in connection with the
Scheme.

Goldman Sachs, which is regulated in the United Kingdom by the Financial Services
Authority, is acting exclusively for Banco Santander as joint financial adviser and no
one else in connection with the Acquisition and will not be responsible to anyone other
than Banco Santander for providing the protections afforded to customers of Goldman
Sachs nor for providing advice in relation to the Acquisition, or any matter referred to
herein.

JPMorgan, which is regulated in the United Kingdom by the Financial Services
Authority, is acting exclusively for Banco Santander as joint financial adviser and no
one else in connection with the Acquisition and will not be responsible to anyone other
than Banco Santander for providing the protections afforded to customers of JPMorgan
nor for providing advice in relation to the Acquisition, or any matter referred to herein.

Merrill Lynch, which is regulated in the United Kingdom by the Financial Services
Authority, is acting exclusively for Banco Santander as joint financial adviser and no
one else in connection with the Acquisition and will not be responsible to anyone other
than Banco Santander for providing the protections afforded to clients of Merrill Lynch
nor for providing advice in relation to the Acquisition or any matter referred to herein.

Morgan Stanley & Co. Limited is acting exclusively for Abbey and for no one else in
connection with the Acquisition, will not regard any other person as a client in relation
to the Acquisition and will not be responsible to anyone other than Abbey for providing
the protections afforded to clients of Morgan Stanley & Co. Limited nor for providing
advice in relation to the Acquisition, or any matter referred to herein.

Lehman Brothers International is acting exclusively for Abbey and for no one else in
connection with the Acquisition, will not regard any other person as a client in relation
to the Acquisition and will not be responsible to anyone other than Abbey for providing
the protections afforded to clients of Lehman Brothers International nor for providing
advice in relation to the Acquisition, or any matter referred to herein.

USB Investment Bank is acting exclusively for Abbey and for no one else in connection
with the Acquisition, will not regard any other person as a client in relation to the
Acquisition and will not be responsible to anyone other than Abbey for providing the
protections afforded to clients of USB Investment Bank nor for providing advice in
relation to the Acquisition, or any matter referred to herein.

Any person who, alone or acting together with any other person(s) pursuant to an
agreement or understanding (whether formal or informal) to acquire or control
securities of Banco Santander or of Abbey, owns or controls, or becomes the owner or
controller, directly or indirectly, of one per cent. or more of any class of securities of
Banco Santander or Abbey is generally required under the provisions of Rule 8 of the
City Code to notify a Regulatory Information Service (as specified in the Listing Rules)
and the Panel by not later than 12.00 noon (London time) on the Business Day
following the date of the transaction of every dealing in such securities during the
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period to the date on which the Scheme becomes effective (or, if applicable, the Offer
becomes or is declared unconditional as to acceptances or lapses or is otherwise
withdrawn). Dealings by Banco Santander or by Abbey or by their respective
““associates’ (within the definition set out in the City Code) in any class of securities of
Banco Santander or Abbey until the end of such period must also be disclosed. Please
consult your financial adviser immediately if you believe this Rule may be applicable to
you.
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APPENDIX |

Conditions to the Implementation of the Scheme and the Acquisition

1. The Acquisition will be conditional upon the Scheme becoming unconditional and

becoming effective, by not later than 31 March 2005 or such later date (if any) as Abbey

and Banco Santander and the Court may agree.

The Scheme will be conditional upon:

(a)

(b)

(c)

(d)

(e)

®

approval of the Scheme by a majority in number representing three-fourths or
more in value of the holders of Abbey Shares (or the relevant class or classes
thereof), present and voting, either in person or by proxy, at the Court Meeting
and at any separate class meeting which may be required by the Court or at any
adjournment of any such meeting;

the resolution(s) required to approve and implement the Scheme being duly
passed by the requisite majority at the Abbey Extraordinary General Meeting or
any adjournment of that meeting;

any resolutions of Banco Santander Shareholders required in connection with
the approval of the Acquisition and the implementation of the Scheme
(including approval of the proposed increase in Banco Santander's share capital
required to issue the New Banco Santander Shares) being passed at the Banco
Santander General Shareholders Meeting or any adjournment of that meeting;

the sanction (with or without modifications on terms acceptable to Banco
Santander) of the Scheme and the confirmation of any reduction of capital
involved therein by the Court and an office copy of the Court Order and the
minute of such reduction attached thereto being delivered for registration to the
Registrar of Companies in England and Wales and in relation to the reduction of
capital, being registered;

the registration with the CNMV of (i) the comunicacion previa and the folleto
informativo relating to the issue of the New Banco Santander Shares; (ii) the
supporting documents, and (iii) any other documents (including any supplement
or additional information to the folleto informativo) the CNMV may require for
the verification of the capital increase necessary for the issue of the New Banco
Santander Shares, including the communication from the Bank of Spain
regarding the no-objection to the capital increase;

the Financial Services Authority giving notice in writing under section 184(1)
of FSMA, in terms reasonably satisfactory to Banco Santander, of its approval
in respect of any acquisition of or increase in control over (as defined in
section 179 of FSMA) any member of the Abbey Group which is a UK
authorised person (as defined in section 178(4) of FSMA) which would result
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(2

(h)

(@)

from the Scheme becoming effective or being treated as having given its
approval by virtue of section 184(2) of FSMA;

the Financial Services Authority giving notice in writing in terms reasonably
satisfactory to Banco Santander and Abbey under section 62(1) of FSMA of its
approval of the assumption by certain officers and employees of Abbey of
similar FSA controlled functions on behalf of Banco Santander or any affiliate
of Banco Santander which is an authorised person;

the Bank of Spain giving consent to the Acquisition insofar as it entails the
indirect acquisition by Banco Santander of non-EU credit entities directly or
indirectly owned by Abbey; and

the expiration of the required waiting period under the US Hart-Scott-Rodino
Act.

Abbey and Banco Santander have agreed that, subject as stated in paragraph 3 below, the

Acquisition will be conditional upon the following matters, and, accordingly, the

necessary actions to make the Acquisition effective will not be taken unless such

Conditions (as amended if appropriate) have been satisfied or waived:

(a)

to the extent that Council Regulation (EC) No. 139/2004 (the “ECMR”) may be
applied:

(i)  the European Commission issuing a decision under Article 6(1)(b) of the
ECMR, or being deemed to have done so under Article 10(6) of the
ECMR, declaring the Acquisition compatible with the common market
without attaching to its decision any conditions or obligations that require
commitments from Banco Santander that are on terms which Banco
Santander, in its entire discretion, does not consider appropriate or
satisfactory to Banco Santander at that stage; or

(i)  in the event that a request under Article 9(2) of the ECMR has been made
by the UK:

the European Commission indicating that it has decided not to
refer the Acquisition (or any part thereof) or any matter
arising therefrom to the OFT in accordance with Article 9(1)
of the ECMR and issuing a decision under Article 6(1)(b) of
the ECMR or being deemed to have done so under Article
10(6) of the ECMR declaring the Acquisition compatible with
the common market without attaching to its decision any
conditions or obligations that require commitments from
Banco Santander that are on terms which Banco Santander,
in its entire discretion, does not consider appropriate or
satisfactory to Banco Santander at this stage; and
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where the European Commission has indicated that it has decided
to refer the Acquisition (or any part thereof) or any matter
arising therefrom to the OFT in accordance with Article 9(1)
of the ECMR, and being established to the satisfaction of
Banco Santander and Abbey that

(1)  neither the Acquisition nor any matters or arrangements
arising therefrom or related thereto will be referred to
the Competition Commission;

(2) it is not and will not be necessary, in order to avoid any such
reference to the Competition Commission, for Banco
Santander to give undertakings to the OFT except where any
such undertakings are on terms which Banco Santander in its
entire discretion considers satisfactory; or

(3) there has been no statement or intervention by the OFT or the
Secretary of State for the Department of Trade and Industry
(the “Secretary of State”) indicating that it is necessary or
desirable for any aspect of the Acquisition or any matters or
arrangements arising therefrom or related thereto to be altered,
amended or modified except on terms which Banco Santander
in its entire discretion considers satisfactory;

and in relation to any decision of the OFT or the Secretary of State
which has resulted in the satisfaction of (1), (2) or (3) above (a
“Decision”) it being established to the satisfaction of Banco
Santander that:

the period of four weeks within which an application for review
of the Decision by the Competition Appeal Tribunal
(“CAT”) may be made has expired without any such
application having been made by any Third Party;

the period of four weeks within which an application for review
of the Decision by the CAT may be made has expired and
the CAT has dismissed any application for review of the
Decision made by a Third Party; or

an application for review of the Decision having been made by a
Third Party and the CAT having quashed the Decision in
whole or part and remitted the matter to the OFT or
Secretary of State, as the case may be, and the OFT or
Secretary of State has made a further Decision;
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(b)

no Third Party having decided to take, institute, implement or threaten any

action, proceeding, suit, investigation, enquiry or reference, or having required

any such action to be taken or otherwise having done anything or having

enacted, made or proposed any statute, regulation, decision or order and there

not continuing to be outstanding any statute, regulation, decision or order or

having taken any other steps which would or is likely to:

®

(i)

(iif)

(iv)

™

(vi)

make the Acquisition, its implementation or the acquisition of any Abbey
Shares by any member of the Wider Banco Santander Group void,
unenforceable or illegal under the laws of any jurisdiction or otherwise
restrict, prohibit, delay or otherwise interfere with the implementation of,
or impose additional conditions or obligations with respect to, or
otherwise challenge or require amendment of the Acquisition;

require, prevent or delay the divestiture or materially alter the terms
envisaged for a proposed divestiture by any member of the Wider Banco
Santander Group or by any member of the Wider Abbey Group of all or
any part of their respective businesses, assets or properties or impose any
limitation on their ability to conduct their respective businesses (or any of
them) or to own any of their respective assets or properties or any part
thereof, which in any such case is material in the context of the Banco
Santander Group or the Abbey Group in either case taken as a whole;

impose any material limitation on, or result in a material delay in, the
ability of any member of the Wider Banco Santander Group to acquire or
hold or to exercise effectively, directly or indirectly, all or any rights of
ownership of shares or other securities (or the equivalent) in Abbey or on
the ability of any member of the Wider Abbey Group or any member of
the Wider Banco Santander Group to hold or exercise effectively any
rights of ownership of shares or other securities in or to exercise
management control over any member of the Wider Abbey Group;

require any member of the Wider Banco Santander Group or the Wider
Abbey Group to acquire or offer to acquire any shares or other securities
(or the equivalent) in any member of the Wider Abbey Group or any asset
owned by any third party (other than in the implementation of the
Acquisition);

require, prevent or delay a divestiture, by any member of the Wider Banco
Santander Group of any shares or other securities (or the equivalent) in
Abbey;

result in any member of the Wider Abbey Group ceasing to be able to
carry on business under any name which it presently does so the effect of
which is material in the context of the Abbey Group taken as a whole;
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(vii) impose any limitation on the ability of any member of the Wider Banco
Santander Group or any member of the Wider Abbey Group to integrate or
co-ordinate all or any part of its business with all or any part of the
business of any other member of the Wider Banco Santander Group
and/or the Wider Abbey Group which is adverse to and material in the
context of the group concerned taken as a whole; or

(viii) otherwise affect the business, assets, profits or prospects of any member
of the Wider Banco Santander Group or any member of the Wider Abbey
Group in a manner which is adverse to and material in the context of the
Banco Santander Group taken as a whole or the Abbey Group taken as a
whole (as the case may be);

and all applicable waiting and other time periods during which any such Third Party

could decide to take, institute or threaten any such action, proceeding, suit,

investigation, enquiry or reference or otherwise intervene under the laws of any

jurisdiction in respect of the Acquisition, the Scheme or the proposed acquisition of any

Abbey Shares having expired, lapsed, or been terminated,

(©)

all necessary or appropriate notifications, applications and/or filings having
been made in connection with the Acquisition and all necessary waiting periods
(including any extensions thereof) under any applicable legislation or regulation
of any jurisdiction having expired, lapsed or been terminated (as appropriate)
and all statutory and regulatory obligations in any jurisdiction having been
complied with in connection with the Scheme and all Authorisations necessary
or reasonably deemed appropriate by Banco Santander in any jurisdiction for or
in respect of the Acquisition and the acquisition or the proposed acquisition of
any shares or other securities in, or control of, Abbey by any member of the
Wider Banco Santander Group having been obtained in terms and in a form
reasonably satisfactory to Banco Santander from all appropriate Third Parties or
(without prejudice to the generality of the foregoing) from any person or bodies
with whom any member of the Wider Abbey Group or the Wider Banco
Santander Group has entered into contractual arrangements and all such
Authorisations necessary or reasonably deemed appropriate by Banco Santander
to carry on the business of any member of the Wider Abbey Group in any
jurisdiction having been obtained, in each case where the direct consequence of
a failure to make such notification or filing or to wait for the expiry, termination
or lapsing of any such waiting period or to comply with such obligation or
obtain such Authorisation would have a material adverse effect on the Abbey
Group as a whole and all such Authorisations remaining in full force and effect
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(d)

at the Effective Date and there being no notice or intimation of an intention to
revoke, suspend, restrict, modify or not to renew such Authorisations;

save as fairly disclosed in writing by or on behalf of Abbey to Banco Santander
or as publicly announced to a Regulatory Information Service by or on behalf of
Abbey (in each case) prior to the date of this announcement, there being no
provision of any arrangement, agreement, licence, permit, lease or other
instrument to which any member of the Wider Abbey Group is a party or by or
to which any such member or any of its assets is or may be bound or be subject
which, or any event or circumstance having occurred which under any
agreement, arrangement, licence, permit, lease or other instrument which any
member of the Wider Abbey Group is a party to or to which any member of the
Wider Abbey Group or any of its assets may be bound, entitled or subject would
result in, as a consequence of the Acquisition or the acquisition or the proposed
acquisition by any member of the Wider Banco Santander Group of any shares
or other securities (or the equivalent) in Abbey or because of a change in the
control or management of any member of the Abbey Group or otherwise, could
or might reasonably be expected to result in, to an extent which is material in
the context of the Wider Abbey Group taken as a whole:

(i)  any monies borrowed by, or any other indebtedness, actual or contingent,
of any member of the Wider Abbey Group being or becoming repayable,
or capable of being declared repayable, immediately or prior to its or their
stated maturity, or the ability of any such member to borrow monies or
incur any indebtedness being withdrawn or inhibited or becoming capable
of being withdrawn or inhibited;

(i)  the rights, liabilities, obligations, interests or business of any member of
the Wider Abbey Group under any such arrangement, agreement, licence,
permit, lease or instrument or the interests or business of any member of
the Wider Abbey Group in or with any other firm or company or body or
person (or any agreement or arrangements relating to any such business or
interests) being terminated or adversely modified or affected or any
onerous obligation or liability arising or any adverse action being taken
thereunder;

(i) any member of the Wider Abbey Group ceasing to be able to carry on
business under any name under which it presently does so;

(iv) any assets or interests of, or any asset the use of which is enjoyed by, any
member of the Wider Abbey Group being or falling to be disposed of or
charged or any right arising under which any such asset or interest could
be required to be disposed of or charged or could cease to be available to
any member of the Wider Abbey Group otherwise than in the ordinary
course of business;
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(e)

™)

(vi)

(vii)

(viii)

the creation or enforcement of any mortgage, charge or other security
interest over the whole or any part of the business, property or assets of
any member of the Wider Abbey Group;

the value of, or the financial or trading position or prospects of any
member of the Wider Abbey Group being prejudiced or adversely
affected;

the creation of any liability (actual or contingent) by any member of the
Wider Abbey Group; or

any liability of any member of the Wider Abbey Group to make any
severance, termination, bonus or other payment to any of the directors or
other officers;

except as fairly disclosed in writing by or on behalf of Abbey to Banco

Santander, or disclosed in the Annual Report and Accounts, or as publicly

announced to a Regulatory Information Service by or on behalf of Abbey (in

each case) prior to the date of this announcement, no member of the Wider

Abbey Group having since 31 December 2003:

®

(i)

(iii)

(save as between Abbey and wholly-owned subsidiaries of Abbey and
save for the issue of Abbey Shares on the exercise of options granted
under the Abbey Share Option Schemes or pursuant to Abbey’s dividend
reinvestment scheme) issued or agreed to issue or authorised or proposed
the issue of additional equity share capital within the meaning of
section 744 of the Companies Act of any class, or securities convertible
into, or exchangeable for, or rights, warrants or options to subscribe for or
acquire, any such equity share capital;

recommended, declared, paid or made or proposed to recommend,
declare, pay or make any bonus, dividend or other distribution (whether in
cash or otherwise) other than to Abbey or one of its wholly-owned
subsidiaries and save for the interim dividend for the financial year ending
31 December 2004 announced today and the special dividend of 25 pence
plus 6 pence for dividend differential announced on 26 July 2004;

save for transactions between Abbey and its wholly-owned subsidiaries or
between such wholly-owned subsidiaries, merged with or demerged or
acquired any body corporate, partnership or business or acquired or
disposed of, or transferred, mortgaged or charged or created any security
interest over, any assets or any right, title or interest in any asset
(including shares and trade investments) or authorised, proposed or
announced any intention to do so in each case other than in the ordinary
course of business;
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(iv)

™)

(vi)

(vii)

(viii)

(ix)

x)

(xi)

save as between Abbey and its wholly-owned subsidiaries or between
such wholly-owned subsidiaries, made, authorised, proposed or
announced an intention to propose any change in its loan capital other
than in the course of carrying out its current banking activities;

issued, authorised or proposed the issue of any debentures, or (save as
between Abbey and its wholly-owned subsidiaries or between such
wholly-owned subsidiaries) incurred or increased any indebtedness or
contingent liability otherwise than in a manner which is materially
consistent with business of the Wider Abbey Group;

entered into or varied or announced its intention to enter into or vary any
contract, transaction, arrangement or commitment (whether in respect of
capital expenditure or otherwise) (otherwise than in the ordinary course of
business) which is of a long term, unusual or onerous nature, or which
involves or could involve an obligation of a nature or magnitude which is,
in any such case, material in the context of the Abbey Group or which is
or is likely to be materially restrictive on the business of any member of
the Abbey Group or the Banco Santander Group;

entered into or varied the terms of any contract, service agreement or any
arrangement with any director or senior executive of any member of the
Wider Abbey Group;

proposed, agreed to provide or modified the terms of any share option
scheme, incentive scheme, or other benefit relating to the employment or
termination of employment of any employee of the Wider Abbey Group;

made or agreed or consented to any significant change to the terms of the
trust deeds constituting the pension schemes established for its directors,
employees or their dependants or the benefits which accrue, or to the
pensions which are payable, thereunder, or to the basis on which
qualification for, or accrual or entitlement to, such benefits or pensions are
calculated or determined or to the basis on which the liabilities (including
pensions) of such pension schemes are funded or made, or agreed or
consented to any change to the trustees involving the appointment of a
trust corporation;

implemented, effected or authorised, proposed or announced its intention
to implement, effect, authorise or propose any reconstruction,
amalgamation, commitment, scheme or other transaction or arrangement
other than in the ordinary course of business;

purchased, redeemed or repaid or proposed the purchase, redemption or
repayment of any of its own shares or other securities or reduced or, save
in respect of the matters mentioned in sub-paragraph (i) above, made any
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®

other change to any part of its share capital to an extent which (other than
in the case of Abbey) is material in the context of the Abbey Group taken
as a whole;

(xii) waived or compromised any claim otherwise than in the ordinary course
of business which is material in the context of the Abbey Group taken as a
whole;

(xiii) (other than in respect of a member which is dormant and was solvent at
the relevant time) taken or proposed any corporate action or had any legal
proceedings instituted or threatened against it for its winding-up
(voluntary or otherwise), dissolution, reorganisation or for the
appointment of any administrator, administrative receiver, trustee or
similar officer of all or any of its assets or revenues or any analogous
proceedings in any jurisdiction or appointed any analogous person in any
jurisdiction;-

(xiv) been unable, or admitted in writing that it is unable, to pay its debts or
having stopped or suspended (or threatened to stop or suspend) payment
of its debts generally or ceased or threatened to cease carrying on all or a
substantial part of its business; or

(xv) entered into any contract, commitment, agreement or arrangement or
passed any resolution with respect to or announced an intention to effect
or propose any of the transactions, matters or events referred to in this
paragraph;

except as fairly disclosed in writing by or on behalf of Abbey to Banco
Santander or disclosed in the Annual Report and Accounts, or as publicly
announced to a Regulatory Information Service by or on behalf of Abbey (in
each case) prior to the date of this announcement, since 31 December 2003:

(i)  there having been no adverse change in the business, assets, financial or
trading position or profits of any member of the Wider Abbey Group
which is material in the context of the Wider Abbey Group taken as a
whole;

(i) no litigation, arbitration proceedings, prosecution or other legal
proceedings having been threatened, announced or instituted by or against
or remaining outstanding against any member of the Wider Abbey Group
or to which any member of the Wider Abbey Group is or may become a
party (whether as plaintiff or defendant or otherwise) and no enquiry or
investigation by or complaint or reference to any Third Party against or in
respect of any member of the Wider Abbey Group having been threatened,
announced or instituted or remaining outstanding which, in any such case,
might be reasonably likely to adversely affect any member of the Wider
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(2

(h)

Abbey Group to an extent which is material to the Wider Abbey Group
taken as a whole;

(i) no contingent or other liability having arisen or being likely to arise or
having become apparent to Banco Santander which is or would be likely
to adversely affect the business, assets, financial or trading position or
profits or prospects of any member of the Wider Abbey Group to an extent
which is material to the Abbey Group taken as a whole; and

(iv) no steps having been taken and no omissions having been made which are
likely to result in the withdrawal, cancellation, termination or
modification of any licence held by any member of the Wider Abbey
Group which is necessary for the proper carrying on of its business and
the withdrawal, cancellation, termination or modification of which is
material and likely to adversely affect the Wider Abbey Group taken as a
whole;

except as fairly disclosed in writing by or on behalf of Abbey to Banco
Santander or publicly announced to a Regulatory Information Service by or on
behalf of Abbey, in each case prior to the date of this announcement, Banco
Santander not having discovered:

(i)  that any financial, business or other information concerning the Wider
Abbey Group publicly disclosed or disclosed to any member of the Banco
Santander Group at any time by or on behalf of any member of the Wider
Abbey Group is materially misleading, contains a misrepresentation of
material fact or omits to state a material fact necessary to make the
information contained therein not misleading;

(i) that any member of the Wider Abbey Group is subject to any liability,
contingent or otherwise, which is not disclosed in the Annual Report and
Accounts, Interim Results or Quarter One Trading Statement of Abbey,
and which is material in the context of the Abbey Group; or

(iii) any information which affects the import of any information disclosed to
Banco Santander prior to the date of this announcement at any time by or
on behalf of any member of the Wider Abbey Group and which is
material in the context of the Wider Abbey Group taken as a whole; and

except as fairly disclosed in writing by or on behalf of Abbey to Banco
Santander or publicly announced to a Regulatory Information Service by or on
behalf of Abbey, in each case prior to the date of this announcement, in relation
to any release, emission, accumulation, discharge, disposal or other fact or
circumstance which has impaired or is likely to impair the environment
(including property) or harmed or is likely to harm human health, no past or
present member of the Wider Abbey Group (i) having committed any violation
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of any applicable laws, statutes, regulations, notices or other requirements of
any Third Party; and/or (ii) having incurred any liability (whether actual or
contingent) to any Third Party; and/or (iii) being likely to incur any liability
(whether actual or contingent), or being required, to make good, remediate,
repair, reinstate or clean up the environment (including any property), which (in
each case) is material in the context of the Wider Abbey Group taken as a
whole; and

) the approval if required of the National Association of Securities Dealers, Inc.
and any relevant US state government agency of the change in control of Abbey
Securities Inc.

Banco Santander reserves the right to waive in whole or in part all or any of the
Conditions except Condition 1. Banco Santander will be under no obligation to waive or
treat as satisfied any of the conditions in Condition 2 notwithstanding that the other
Conditions may have been waived or satisfied and that there are no circumstances
indicating that the relevant condition may not be capable of satisfaction.

Save with the consent of the Panel, the Acquisition will lapse and the Scheme will not
proceed if, before the date of the Court Meeting, the European Commission initiates
proceedings under Article 6(1)(c) of the ECMR or, following a referral by the European
Commission under Article 9(3) of the ECMR to a competent authority in the United
Kingdom, there is a subsequent reference to the Competition Commission.

If Banco Santander is required by the Panel to make an offer for Abbey Shares under the
provisions of Rule 9 of the City Code, then Banco Santander may make such alterations
to any of the above conditions as are necessary to comply with the provisions of that
Rule.

Banco Santander reserves the right to elect to implement the Acquisition by way of an
Offer. In such event, such offer will be implemented on the same terms (subject to
appropriate amendments, including (without limitation) an acceptance condition set at 90
per cent. (or such lesser percentage (not being less than 50 per cent.) as Banco Santander
may decide) of the shares to which such offer relates), so far as applicable, as those
which would apply to the Scheme.

The Acquisition and the Scheme will be governed by English law and be subject to the
jurisdiction of the English courts. The Acquisition will comply with the applicable rules
and regulations of the UK Listing Authority, the London Stock Exchange and the City
Code and any applicable Spanish laws or regulations.
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APPENDIX 11

Sources and Bases of Information

Save as otherwise stated, the following constitute the bases and sources of certain
information referred to in this announcement:

1.

The financial information relating to Banco Santander has been extracted from its
audited annual accounts for the years to which such information relates and the interim
and quarterly unaudited financial statements as published by Banco Santander for the
relevant periods, all of which are prepared in accordance with Spanish GAAP.

The financial information relating to Abbey has been extracted from its audited annual
accounts for the relevant periods and the interim and quarterly unaudited financial
statements for the relevant periods as published by Abbey, all of which are prepared in
accordance with UK GAAP.

The value placed on the entire issued ordinary share capital of Abbey by the Acquisition
is based on 1,475,921,396 Abbey Shares in issue at the date of this announcement.

All prices quoted for Abbey Shares and Banco Santander Shares are Closing Prices.

The following exchange rate has been used in this announcement: €1.50545: £1.00.
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APPENDIX I

Definitions

The following definitions apply throughout this announcement unless the context

otherwise requires:

‘GAbbey”

“Abbey ADSs”

“Abbey Articles”

“Abbey Board”

“Abbey
Extraordinary
General Meeting”

“Abbey Group”

“Abbey Share
Option Schemes”

“Abbey
Shareholders”

“Abbey Shares”

“Acquisition”

“Annual Report and

Accounts”

“Authorisations”

“Automated

Quotation System”

Abbey National plc;

the American Depositary Shares of Abbey, each representing
two Abbey Shares;

the articles of association of Abbey in force from time to time;

the board of directors of Abbey as at the date of this
announcement;

the extraordinary general meeting of Abbey Shareholders (and
any adjournment thereof) to be convened in connection with the
Acquisition;

Abbey and its subsidiary undertakings;

Abbey plc 2001 Executive Share Option Scheme and equivalent
predecessor executive share option scheme, Abbey plc
Sharesave Scheme, Abbey All Employee Share Option
Schemes, Abbey plc Performance Share Plan, Abbey plc Share
Matching Scheme, Abbey Deferred Bonus Plan and the Abbey
Treasury Services Deferred Bonus Scheme and “Abbey Share
Option Scheme” means any one of them;

the registered holders of Abbey Shares and “Abbey
Shareholder” means any of such holders;

the ordinary shares of 10 pence each in the capital of Abbey and
“Abbey Share” means any one of them;

the proposed acquisition by Banco Santander of Abbey by
means of the Scheme of Arrangement;

the annual report and accounts of Abbey for the year ending
31 December 2003;

authorisations, orders, grants, recognitions, confirmations,
consents, licences, clearances, certificates, permissions or
approvals;

the electronic trading system which links the Bolsas de Valores
(stock exchanges) in Spain;
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“Bolsas de Valores”

“Banco Santander”

“Banco Santander
ADRs”

“Banco Santander
General
Shareholders
Meeting”

“Banco Santander
Board”

“Banco Santander
Group”

“Banco Santander
Shares”

“Banco Santander
Shareholders”

“Business Day”

“City Code”

“Closing Price”

“CNMV”
“Companies Act”
“Competition

Commission”

“Conditions”

the Bolsas de Valores (stock exchanges) of Madrid, Barcelona,
Bilbao and Valencia;

Banco Santander Central Hispano, S.A.;

the American Depositary Receipts of Banco Santander, each
representing one Banco Santander Share;

the general shareholders meeting of Banco Santander to be
convened in connection with the proposed increase in Banco
Santander's share capital;

the board of directors of Banco Santander as at the date of this
announcement;

Banco Santander and its subsidiary undertakings;

the existing shares of €0.50 each in the capital of Banco
Santander and “Banco Santander Share” means any one of
them;

holders of Banco Santander Shares and “Banco Santander
Shareholder” means any one of them;

a day (excluding Saturdays, Sundays and public holidays) on
which banks are generally open for business in the City of
London or Madrid, as applicable;

the City Code on Takeovers and Mergers;

the closing middle-market quotation of an Abbey Share as
derived from the London Stock Exchange Daily Official List or
the closing market price of a Banco Santander Share as derived
from Bolsas de Valores (as the context requires);

Comision Nacional del Mercado de Valores, the Spanish
securities regulator;

the Companies Act 1985, as amended;

the body corporate known as the Competition Commission as
established under section 45 of the Competition Act 1998, as
amended,;

the conditions to the implementation of the Acquisition set out
in Appendix I of this announcement and “Condition” means any
one of them;
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“Court”

“Court Meeting”

“Court Orders”

“CREST”

“CRESTCo”

“Daily Official List”

“Effective Date”

“Exchange Ratio”

“First Court
Hearing”

“FSMA”
“Goldman Sachs”

“Hearing Record
Time”

“Iberclear”

“Interim Results”

“JPMorgan”

“Listing Rules”

the High Court of Justice in England and Wales;

the meeting of the Scheme Shareholders (and any adjournment
thereof) to be convened pursuant to an order of the Court
pursuant to section 425 of the Companies Act for the purpose of
considering and, if thought fit, approving the Scheme (with or
without amendment);

the orders of the Court granted at the First Court Hearing
(sanctioning the Scheme under section 425 of the Companies
Act) and at the Second Court Hearing (confirming the reduction
of capital provided for by the Scheme under section 137 of the
Companies Act), respectively or, where the context so requires,
either of them;

the relevant system (as defined in the Regulations) in respect of
which CRESTCo is the Operator (as defined in CREST);

CRESTCo Limited;
the daily official list of the London Stock Exchange;

the date on which the Scheme becomes effective in accordance
with its terms;

the ratio of 1 Banco Santander Share to 1 Abbey Share;

the hearing by the Court of the petition to sanction the Scheme
under section 425 of the Companies Act;

Financial Services and Markets Act 2000;
Goldman Sachs International;

6.00 p.m. on the Business Day immediately preceding the
Second Hearing Date;

the Spanish clearance and settlement system of that name
through which holdings of, and trades in, Banco Santander
Shares are, and the New Banco Santander Shares will be,
cleared and settled;

means the unaudited interim financial results of Abbey for the
six month period ending 30 June 2004;

J.P. Morgan plc;

the Listing Rules of the UK Listing Authority;
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“London Stock
Exchange”

“Meetings”

“Merrill Lynch”
“Morgan Stanley”

“New Banco
Santander Shares”

“Offer”

“offer period”

“Office of Fair
Trading” or “OFT”

“Panel”

“Quarter One
Trading Statement”

“Regulations”

“Regulatory
Information
Service”

London Stock Exchange plc or its successor;

the Court Meeting and the Abbey Extraordinary General
Meeting;

Merrill Lynch International;
Morgan Stanley & Co. Limited;

the Banco Santander Shares proposed to be issued and credited
as fully paid pursuant to the Acquisition;

should Banco Santander elect to make the Acquisition by way
of an offer, the recommended offer to be made by Goldman
Sachs, JP Morgan and Merrill Lynch on behalf of Banco
Santander to acquire all of the Abbey Shares, including as
appropriate the offer to holders of Abbey ADSs in respect of the
Abbey Shares underlying such ADSs, on the terms and subject
to the conditions set out in this announcement and to be set out
in the formal offer document and where the context admits, any
subsequent revision, variation, extension or renewal of such
offer;

has the meaning given to it in the City Code;

the UK Office of Fair Trading;

the Panel on Takeovers and Mergers;

the trading statement relating to the unaudited results of Abbey
for the three months to 31 March 2004;

the Uncertificated Securities Regulations 2001 (SI 2001/3755)
including any modification thereof or any regulations in
substitution therefore made under section 207 of the Companies
Act and for the time being in force;

any of the services set out in schedule 12 of the Listing Rules;
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“Repurchase
Programme™
g

“Scheme” or
“Scheme of
Arrangement”

“Scheme
Document”

“Scheme
Shareholders”

“Scheme Shares”

“Secretary of State”
“Securities Act”

“Second Court
Hearing”

“Spanish GAAP”

“Third Party”

the share repurchase programme which Banco Santander was
authorised to implement at a meeting of its shareholders on 19
June 2004;

the proposed scheme of arrangement under section 425 of the
Companies Act between Abbey and the holders of the Scheme
Shares, with or subject to any modification thereof or in addition
thereto or condition agreed by Abbey and Banco Santander and
which the Court may think fit to approve or impose;

the document to be posted to Abbey Shareholders and others
containing, inter alia, the Scheme and the notice of the
Meetings;

the holders of Scheme Shares;

Abbey Shares:
(a) in issue on the date of this announcement;

(b) (if any) issued after the date of this announcement and prior to
the Voting Record Time;

(c) (if any) issued on or after the Voting Record Time and at or
prior to the Hearing Record Time either on terms that the
original or any subsequent holder thereof shall be bound by the
Scheme or, in the case of any such shares issued prior to the
adoption of the amendment to the Abbey Articles to be adopted
at the Abbey Extraordinary General Meeting, in respect of
which the holder thereof shall have agreed in writing to be
bound by the Scheme;

the UK Secretary of State for Trade and Industry;
the United States Securities Act of 1933, as amended,;

the hearing by the Court of the petition to confirm the reduction
of capital provided for by the Scheme under section 137 of the
Companies Act;

generally accepted accounting principles in Spain;

a government, governmental, quasi-governmental,
supranational, statutory, regulatory or investigative body, trade
agency, court, association, institution or any other body or
person in any jurisdiction;
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“UK Listing
Authority”

“United Kingdom”
Or < 5UK’ b

“UK GAAP”

“United States” or
“US?’

“Voting Record
Time”

“Wider Abbey
Group”

“Wider Banco
Santander Group”

the Financial Services Authority in its capacity as the competent
authority for listing under Part VI of the Financial Services and
Markets Act 2000;

the United Kingdom of Great Britain and Northern Ireland and
its dependent territories;

generally accepted accounting principles in the UK;

the United States of America (including the states of the United
States and the District of Columbia), its possessions and
territories and all areas subject to its jurisdiction;

the time fixed by the Court and Abbey for determining the
entitlement to vote, respectively, at the Court Meeting and the
Abbey Extraordinary General Meeting as set out in the notices
thereof;

the Abbey Group and associated undertakings and any other
body corporate, partnership, joint venture or person in which the
Abbey Group and such wundertakings (aggregating their
interests) have an interest of more than 20 per cent. of the voting
or equity capital or the equivalent;

the Banco Santander Group and associated undertakings and
any other body corporate, partnership, joint venture or person in
which the Banco Santander Group and such undertakings
(aggregating their interests) have an interest of more than 20 per
cent. of the voting or equity capital or the equivalent.

For the purposes of this announcement, “subsidiary”, ‘“subsidiary undertaking”,
“undertaking” and “associated undertaking” have the meanings given by the Companies
Act (but for this purpose ignoring paragraph 20(1)(b) of Schedule 4A to the Companies

Act).
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Anexo 2

Condiciones a las que se sujeta el Canje

[Traduccidn literal del original redactado en idioma inglés que se incluye meramente
a efectos informativos]
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Condiciones para la ejecucion del Canje y la Adquisicion

La Adquisicion estard condicionada a que el Canje pase a estar incondicionado y a
ser efectivo no mas tarde del 31 de marzo de 2005 o en la fecha posterior (en su
caso) que acuerden Abbey, Banco Santander y el Tribunal.

El Canje estara condicionado a:

(a)

(b)

(©)

(d)

)]

la aprobacion del Canje por una mayoria de tres cuartas partes o mas de los
titulares de Acciones de Abbey (o de la correspondiente clase o clases de
acciones), presentes y con derecho a voto, ya sea en persona o
representados, en la Reunion del Tribunal y en cualquier otra reunion
separada de accionistas de una clase que sea necesaria, o en cualquier
aplazamiento de éstas;

la aprobacion por la mayoria necesaria en la Junta General Extraordinaria de
Abbey o en cualquier aplazamiento de dicha junta de las resoluciones
necesarias para aprobar y llevar a efecto el Canje;

la aprobacion por los accionistas de Banco Santander en la Junta General de
Accionistas de Banco Santander o en cualquier aplazamiento de ésta de las
resoluciones necesarias en relacion con la aprobacion de la Adquisicion y la
ejecucion del Canje (incluyendo la aprobacion del aumento de capital de
Banco Santander propuesto para emitir las Nuevas Acciones de Banco
Santander);

la aprobacién (con o sin modificaciones, en términos aceptables para Banco
Santander) del Canje y la confirmacion de cualquier reduccion de capital
involucrada por parte del Tribunal, la remision de copia del oficio de la
Orden del Tribunal y del acta de dicha reduccion al Registro de Sociedades
de Inglaterra y Gales para su registro y su efectivo registro;

el registro por parte de la CNMYV de (i) la comunicacion previa y el folleto
informativo relativos a la emision de las Nuevas Acciones de Banco
Santander; (ii) la documentaciéon complementaria y (iii) cualquier otra
documentacién (incluyendo cualquier suplemento o informacién adicional
al folleto informativo) que la CNMYV pueda solicitar para la verificacion del
aumento de capital que es necesario para la emision de las Nuevas Acciones
de Banco Santander, incluyendo la declaracion por parte del Banco de
Espafia de ausencia de objeciones al aumento de capital;

la emision por la Financial Services Authority de una comunicacion escrita,
de acuerdo con la norma 184(1) del FSMA, en términos razonablemente
aceptables para Banco Santander, aprobando cualquier adquisicién o
incremento en el control (tal y como se define en la norma 179 del FSMA)
sobre cualquier miembro del Grupo Abbey que sea una “persona
autorizada” del Reino Unido (tal y como se define en la norma 178(4) del
FSMA) que resultaria del Canje en caso de que se lleve a cabo o que pueda
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(2

(h)

(1)

entenderse que ha dado su aprobacion en virtud de la norma 184(2) del
FSMA;

la emision por la Financial Services Authority de una comunicacion escrita
emitida de acuerdo con la norma 62(1) del FSMA aprobando la asuncién
por parte de ciertos directivos y empleados de Banco Santander de
“funciones controladas” (tal y como se definen en la norma 59(3) de la
FSMA) en nombre de Abbey o de cualquier miembro de Grupo Abbey que
tenga la consideracion de “persona autorizada” (tal y como se define en la
norma 31(2) del FSMA);

la autorizacion de la Adquisicion por el Banco de Espafia, en la medida en
que implica la adquisicion indirecta por Banco Santander de entidades de
crédito no comunitarias propiedad directa o indirecta de Abbey.

el transcurso del periodo de espera exigido por la Ley Hart-Scott-Rodino de
los Estados Unidos.

Abbey y Banco Santander han acordado que, sujeto a lo previsto en el parrafo 3
posterior, la Adquisicion estard condicionada a las siguientes cuestiones, y, por
tanto, las actuaciones necesarias para llevar a cabo la Adquisicion no se realizaran
hasta que dichas Condiciones (tal y como se modifiquen en su caso) hayan sido
satisfechas o se haya renunciado a ellas:

(a)

en la medida en que el Reglamento del Consejo (CE) No. 139/2004 (el
“ECMR”) pueda ser aplicado:

(1) que la Comision Europea emita una decision de acuerdo con el
Articulo 6(1)(b) del ECMR, o se entienda que la ha emitido de
acuerdo con el Articulo 10(6) del ECMR, declarando la Adquisicién
compatible con el mercado comun sin someter dicha decision a
condiciones u obligaciones cuyos términos Banco Santander, a su
entera discrecion, no considere apropiadas en ese momento; o

(1) en el caso de que el Reino Unido haya realizado una solicitud de
acuerdo con el Articulo 9(2) del ECMR:

(a) que la Comision Europea indique que ha decidido no remitir la
Adquisicion (o cualquier parte de ella) ni ninguna cuestion
relativa a la misma al OFT de acuerdo con el Articulo 9(1) del
ECMR y emita una decision bajo el articulo 6(1)(b) de la ECMR
o se entienda que ha emitido esa decision bajo el articulo 10(6)
de la ECMR declarando que la Adquisicion es compatible con el
mercado comun en términos que Banco Santander, a su
discrecion, no considere apropiadas en este momento; y

(b) en el caso de que la Comision Europea indique que ha decidido

remitir la Adquisicion (o cualquier parte de dicha adquisicion) o
cualquier cuestion relativa a la misma al OFT de acuerdo con el
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Articulo 9(1) del ECMR que se haya establecido a satisfaccion
de Banco Santander que:

(1) ni la adquisicion propuesta de Abbey por Banco Santander
ni ninguna cuestiéon o compromiso relativo o que surja en
relacion con a la misma serd remitida a la Comision de
Competencia (Competition Commission);

(2) no es ni sera necesario para Banco Santander, con el fin de
evitar tal remision a la Comision de Competencia, asumir
compromisos frente al OFT salvo en el caso de que dichos
compromisos sean en términos que Banco Santander, a su
sola discrecion, considere aceptables; o

(3) no ha habido ninguna declaracion o intervencion del OFT
o del Secretario de Estado del Departamento de Comercio
¢ Industria (el “Secretario de Estado”) indicando que es
necesario o conveniente que cualquier aspecto de la
adquisicion propuesta de Abbey por Banco Santander o
cualquier cuestiéon o aspecto que surja en relacion con o
relacionada con la adquisicion sea alterada, cambiada o
modificada salvo que sea en términos que Banco
Santander, a su sola discrecion, considere satisfactorios;

y en relacion con cualquier decision de OFT o del Secretario de
Estado que se haya producido para satisfacer los puntos (1), (2)
o (3) anteriores (una “Decision”) que se establezca a
satisfaccion de Banco Santander que:

(1) el periodo de cuatro semanas durante el cual se puede
solicitar la revision de la Decision por el Tribunal de
Apelacion de Competencia (Competition Appeal Tribunal)
(“CAT”) ha expirado sin que nadie un Tercero haya hecho
tal solicitud;

(2) el periodo de cuatro semanas durante el cual se puede
solicitar la revision de la Decision por el CAT ha expirado
y el CAT ha rechazado cualquier solicitud de revision de
la Decision realizada por un Tercero; o

(3) un Tercero ha realizado una solicitud para la revision de la
Decision y el CAT ha anulado la Decision en todo o en
parte y ha remitido la cuestion al OFT o al Secretario de
Estado, segin corresponda, y el OFT o el Secretario de
Estado ha adoptado una Decision;

(b) que ningun Tercero haya decidido tomar, realizar, iniciar 0 amenazar con

ninguna actuacion, procedimiento, demanda, investigacién, peticion o
remision, o haya solicitado la realizacion de cualquiera de dichas
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actuaciones o de cualquier otra manera haya hecho algo o haya promulgado,
hecho o propuesto cualquier estatuto, regulacion, decision u orden y no esté
pendiente ningin estatuto, regulacion, decision u orden, o haya tomado
cualquier medida que tuviera o probablemente pudiera tener el siguiente
resultado:

(i) hacer la Adquisicion, su ejecucion o la adquisicion de
cualesquiera Acciones de Abbey por un miembro del Grupo
Banco Santander en Sentido Amplio nula, inejecutable o ilegal
bajo las leyes de cualquier jurisdiccidon o restringir, prohibir,
retrasar o de cualquier otra manera interferir en la ejecucion de
la  Adquisicion, o imponer condiciones u obligaciones
adicionales en relacion con la Adquisicién, o de otra manera
amenazar o requerir una modificacion de la Adquisicion;

(i) requerir, imposibilitar o retrasar la desinversion, o alterar
sustancialmente los términos para una desinversion prevista por
cualquier miembro del Grupo Banco Santander en Sentido
Amplio o por cualquier miembro del Grupo Abbey en Sentido
Amplio, de todo o parte de sus respectivos negocios, activos o
propiedades o imponer cualquier limitacion a su capacidad para
llevar a cabo sus respectivos negocios (o cualquiera de ellos) o
para ser titulares de sus respectivos activos o propiedades o
cualquier parte de ellos, en todos los casos siempre que resulten
significativos en el contexto del Grupo Banco Santander o el
grupo Abbey considerados en su integridad;

(iii) imponer cualquier limitacion sustancial a, o resultar en un
retraso sustancial en, la capacidad de cualquier miembro del
Grupo Banco Santander en Sentido Amplio para adquirir o
poseer o efectivamente ejercer, directa o indirectamente, todos o
cualquier derecho de titularidad de acciones u otros valores (o el
equivalente) en Abbey o en la capacidad de cualquier miembro
del Grupo Abbey en Sentido Amplio o cualquier miembro del
Grupo Banco Santander en Sentido Amplio para poseer o
ejercitar efectivamente cualquier derecho de titularidad de
acciones u otro tipo de valores o para ejercer control de gestion
sobre cualquier miembro del Grupo Abbey en Sentido Amplio;

(iv) requerir que cualquier miembro del Grupo Abbey en Sentido
Amplio o del Grupo Banco Santander en Sentido Amplio
adquiera o haga una oferta para adquirir cualesquiera acciones u
otros valores (o el equivalente) de cualquier miembro del Grupo
Abbey en Sentido Amplio o cualesquiera activos de cualquier
tercero (salvo lo que derive de la ejecucion de la Adquisicion);

(v) requerir, impedir o retrasar una desinversion, por cualquier
miembro del Grupo Banco Santander en Sentido Amplio de
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(©)

cualesquiera acciones u otros valores (o el equivalente) en
Abbey;

(vi) suponer la incapacidad de cualquier miembro del Grupo Abbey
en Sentido Amplio para llevar a cabo sus negocios bajo
cualquier nombre con el que actualmente lo hace, si su efecto
sobre el Grupo Abbey considerado en su integridad es
sustancial;

(vii) imponer cualquier limitacion a la capacidad de cualquiera de los
miembros del Grupo Banco Santander en Sentido Amplio o del
Grupo Abbey en Sentido Amplio para integrar o coordinar todo
o parte de sus negocios con todo o parte de los negocios de
cualquier otro miembro del Grupo Banco Santander en Sentido
Amplio y/o del Grupo Abbey en Sentido Amplio; o

(viii) afectar de cualquier otra manera a los negocios, activos
beneficios o perspectivas de cualquier miembro del Grupo
Banco Santander en Sentido Amplio o cualquier miembro del
Grupo Abbey en Sentido Amplio en forma adversa y sustancial
en el contexto del Grupo Banco Santander o del Grupo Abbey
considerados en su integridad (dependiendo del caso);

y que cualquier otra espera aplicable u otros periodos de tiempo
durante los que dicho Tercero pueda decidir realizar, iniciar o
amenazar dicha actuacion, procedimiento, demanda, investigacion,
peticion o remision o de cualquier otra forma intervenir respecto de la
Adquisicion, el Canje o la adquisicion propuesta de cualesquiera
acciones de Abbey conforme a las leyes de cualquier jurisdiccion,
hayan expirado, finalizado o terminado;

que todas las notificaciones, solicitudes y/o registros necesarios o
apropiados en relacion con la Adquisiciéon hayan sido realizados y
todos los periodos de espera (incluyendo cualquier prorroga)
necesarios de acuerdo con cualquier legislacion o normativa aplicable
de cualquier jurisdicciéon hayan expirado, finalizado o terminado
(segun sea el caso) y todas las obligaciones regulatorias o estatutarias
en cualquier jurisdiccion hayan sido cumplidas en relacién con el
Canje y que todas las Autorizaciones necesarias o consideradas
razonablemente convenientes por Banco Santander en cualquier
jurisdiccidn para o en relacion con la Adquisicion y la adquisicion o la
adquisicion propuesta de cualesquiera acciones u otros valores en
Abbey o control de Abbey por cualquier miembro del Grupo Banco
Santander en Sentido Amplio hayan sido obtenidas en términos y en
forma razonablemente satisfactorios para Banco Santander de todos
los Terceros correspondientes o (sin perjuicio de la generalidad
anterior) de cualquier persona u organismo con quien cualquier
miembro del Grupo Abbey en Sentido Amplio o del Grupo Banco
Santander en Sentido Amplio haya firmado compromisos
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(d)

contractuales y que todas dichas Autorizaciones necesarias o
consideradas razonablemente convenientes por Banco Santander para
llevar a cabo los negocios de cualquier miembro del Grupo Abbey en
Sentido Amplio en cualquier jurisdiccion se hayan obtenido, todo lo
anterior para el caso en que la consecuencia directa de no realizar
dicha notificacion o registro o de no esperar a que el correspondiente
periodo de espera expire, termine o finalice o de no cumplir con
dichas obligaciones o no obtener dichas Autorizaciones tuviera
consecuencias sustancialmente negativas en el Grupo Abbey, y que
todas las Autorizaciones permanezcan en vigor y efecto en la Fecha
Efectiva y no haya ninguna noticia o indicacién de la intencion de
revocar, suspender, restringir, modificar o no renovar dichas
Autorizaciones;

salvo que se haya informado debidamente por escrito por o en nombre
de Abbey a Banco Santander o se haya anunciado publicamente a un
Servicio de Informacion Regulatorio (Regulatory Information Service)
por o en nombre de Abbey (en cada caso) con anterioridad a la fecha
de este anuncio, que no haya ninguna prevision de ningin
compromiso, acuerdo, licencia, permiso, arrendamiento u otro
instrumento del que sea parte ningin miembro del Grupo Abbey en
Sentido Amplio o por el que ninguno de dichos miembros o ninguno
de sus activos esté o pueda estar vinculado o sujeto que, ni se haya
producido ningin hecho o circunstancia que bajo cualquier
compromiso, acuerdo, licencia, permiso, arrendamiento o instrumento
del que sea parte cualquier miembro del Grupo Abbey en Sentido
Amplio o por el que cualquier miembro del Grupo Abbey en Sentido
Amplio o cualquiera de sus activos estén obligados o sujetos o al que
los anteriores tengan derecho, como consecuencia de la Adquisicion o
de la adquisicion o propuesta de adquisicién por cualquier miembro
del Grupo Banco Santander en Sentido Amplio de cualesquiera
acciones u otros valores (o el equivalente) en Abbey o como
consecuencia de un cambio en el control o en la gestion de cualquier
miembro del Grupo Abbey o de cualquier otra forma, pudiera
esperarse razonablemente que resultase, de manera sustancial en el
contexto del Grupo Abbey considerado en su integridad, en:

(i) que cualesquiera importes tomados en préstamo por cualquier
miembro del Grupo Abbey en Sentido Amplio, o cualquier otra
deuda, real o contingente, de éstos est¢ o se convierta en
vencida, o quepa la posibilidad de que sea declarada vencida,
inmediatamente o antes de su vencimiento, o que la capacidad
de cualquiera de dichos miembros para tomar prestado dinero o
incurrir en cualquier deuda sea retirada o imposibilitada o se
convierta en susceptible de ser retirada o imposibilitada;

(i1)) que los derechos, responsabilidades, obligaciones, intereses o

negocios de cualquier miembro del Grupo Abbey en Sentido
Amplio bajo cualquiera de dichos compromisos, acuerdos,
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(e)

licencias, permisos, arrendamientos o instrumentos o que las
participaciones o negocios de cualquier miembro del Grupo
Abbey en Sentido Amplio en o con cualquier otra firma o
compafiia u organismo o persona (o cualquier compromiso o
compromisos relacionados con cualquiera de dichos negocios o
participaciones), sean terminados o modificados o afectados
negativamente o que surja cualquier obligacién o
responsabilidad onerosa o se adopte cualquier accién adversa
bajo los mismos;

(ii1) la incapacidad sobrevenida de cualquier miembro del Grupo
Abbey en Sentido Amplio para llevar a cabo sus negocios bajo
cualquier nombre con el que los desempefia en la actualidad;

(iv) que cualesquiera activos o participaciones de cualquier miembro
del Grupo Abbey en Sentido Amplio, o cualquier activo de cuyo
uso se disfruta por éstos, sea o pase a poder ser traspasado o
gravado, o que surja cualquier derecho bajo el cual pudiera
exigirse el traspaso o gravamen de dicho activo o participacion o
perderse su disponibilidad para cualquier miembro del Grupo
Abbey en Sentido Amplio, salvo en el curso ordinario de los
negocios;

(v) la creaciéon o ejecucion de cualquier hipoteca, carga u otra
garantia sobre todo o parte del negocio, propiedad o activos de
cualquier miembro del Grupo Abbey en Sentido Amplio;

(vi) un perjuicio o efecto negativo sobre el valor, la posicion
comercial o financiera o las perspectivas de cualquiera de los
miembros del Grupo Abbey en Sentido Amplio;

(vii) el surgimiento de cualquier pasivo (real o contingente) para
cualquier miembro del Grupo Abbey en Sentido Amplio;

(viii) cualquier obligacién de cualquier miembro del Grupo Abbey en
Sentido Amplio relativa al pago de cualquier despido,
terminacion, bonus u otros pagos a cualquier consejero u otros
directivos;

salvo que se haya informado debidamente por escrito por o en nombre
de Abbey a Banco Santander, se haya incluido en el Informe y
Cuentas Anuales, o se haya anunciado publicamente a un Servicio de
Informacién Regulatorio por o en nombre de Abbey (en cada caso)
con anterioridad a la fecha de este anuncio, que desde el 31 de
diciembre de 2003 ningiin miembro del Grupo Abbey en Sentido
Amplio haya:

(i) emitido, acordado la emision, autorizado o propuesto la emision
de acciones adicionales de cualquier clase, de valores o de
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(i)

(iii)

(iv)

v)

(vi)

valores convertibles en, o canjeables por, dichas acciones, ni de
derechos, warrants u opciones para suscribir o adquirir dichas
acciones o valores convertibles (salvo entre Abbey y una filial
integramente participada por Abbey y salvo por la emision de
las Acciones de Abbey en ejercicio de las opciones otorgadas de
acuerdo con el Programa de Opciones sobre Acciones de
Abbey);

recomendado, acordado o pagado, o haya propuesto o hecho que
se recomiende, acuerde o pague, cualquier bonus, dividendo u
otra distribucion (ya sea en efectivo o de cualquier otra forma) a
personas distintas de Abbey o una de sus filiales integramente
participadas y salvo por el dividendo a cuenta del ejercicio que
finaliza el 31 de diciembre de 2004 por importe de 6 peniques
por Accion de Abbey anunciado hoy y el Dividendo
Extraordinario;

fusionado con, escindido o adquirido ninguna sociedad,
asociaciéon o negocio, haya adquirido, traspasado, transferido,
hipotecado, gravado o creado cualquier garantia sobre
cualesquiera activos, derechos, titulos o participaciones en
cualquier activo (incluidas acciones e inversiones comerciales)
ni haya autorizado, propuesto o anunciado ninguna intencioén
para ello, en cada caso salvo por lo realizado en el curso
ordinario de sus negocios y salvo por las operaciones entre
Abbey y sus filiales integramente participadas u operaciones
entre éstas;

hecho, autorizado, propuesto o anunciado la intencion de
proponer cualquier cambio en su “loan capital”, salvo
operaciones entre Abbey y filiales integramente participadas por
Abbey o entre dichas filiales integramente participadas;

emitido, autorizado o propuesto la emision de cualquier bono, ni
incurrido en o incrementado ninguna deuda o pasivo contingente
de forma sustancial en el contexto del Grupo Abbey (salvo, en
este ultimo caso, entre Abbey y filiales integramente
participadas por Abbey o entre dichas filiales integramente
participadas);

firmado, modificado o anunciado su intenciéon de firmar o
modificar ningin contrato, operacion, compromiso o acuerdo
(ya sea para inversiones en inmovilizado u otras) (salvo en el
curso ordinario de los negocios) que sea a largo plazo, inusual u
oneroso, o que suponga o pudiera suponer una obligacion de una
naturaleza o magnitud que sea, en cualquiera de dichos
supuestos, sustancial en el contexto de Grupo Abbey, o que sea
o es probable que sea sustancialmente restrictivo para el negocio
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(vii)

(vii)

(ix)

(x)

(xi)

(xii)

(xiii)

de cualquier miembro del Grupo Abbey o del Grupo Banco
Santander;

firmado o modificado los términos de cualquier contrato,
contrato de servicios o cualquier acuerdo con consejeros o altos
directivos de cualquier miembro del Grupo Abbey en Sentido
Amplio;

propuesto, acordado establecer o modificado los términos de
cualquier plan de opciones sobre acciones, plan de incentivos u
otro beneficio relativo al empleo o terminacién del empleo de
cualquier empleado del Grupo Abbey en Sentido Amplio;

realizado, acordado o consentido cualquier cambio significativo
en los términos de escrituras de fiducia (trust deeds) que
constituyan los planes de pensiones establecidos para sus
consejeros, empleados o las personas a su cargo o los beneficios
que devengan, en las pensiones a pagar en virtud de los mismos,
en las bases para la determinacion o célculo de la cualificacion
para, el devengo o el derecho a dichos beneficios o pensiones o
en las bases sobre las que los pasivos (incluyendo pensiones) de
dichos planes de pensiones se fundan o se realizan, ni acordado
o consentido ningin cambio a las fiducias relativas al
nombramiento de una corporacion fiduciaria;

ejercitado, realizado o autorizado, propuesto o anunciado su
intencion de ejecutar, realizar, autorizar o proponer ninguna
reconstruccion, unién, compromiso, plan u otra operacion o
acuerdo fuera del curso ordinario de sus negocios;

comprado, amortizado o repagado o propuesto la compra,
amortizaciéon o repago de ninguna de sus propias acciones u
otros valores, o reducido o hecho cualquier otro cambio distinto
de las cuestiones previstas en el apartado (i) anterior en ninguna
parte de su capital social en cualquier forma que (salvo en el
caso de Abbey) sea sustancial en el contexto del Grupo Abbey
considerado en su integridad,

renunciado o comprometido ninguna reclamacion que sea
sustancial en el contexto del Grupo Abbey considerado en su
integridad, salvo en el curso ordinario de los negocios;

adoptado o propuesto ninguna accion societaria ni tenido ningin
procedimiento legal, real o contingente, en su contra para su
liquidaciéon  (voluntaria o de otra forma), disolucion,
reorganizacion o para el nombramiento de un administrador,
interventor o similar de todos o cualquiera de sus activos o
ingresos ni ningun procedimiento o nombramiento andlogo en
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(xiv)

(xv)

ninguna jurisdiccion, salvo por lo que respecte a algin miembro
inactivo que fuera solvente en el momento correspondiente;

sido incapaz o admitido por escrito su incapacidad para pagar
sus deudas, o haya cesado o suspendido (o amenazado con cesar
o suspender) el pago general de sus deudas ni cesado o
amenazado con el cese de todo o una parte sustancial de su
negocio; o

firmado ningin contrato, acuerdo o compromiso, adoptado
ningun acuerdo respecto a ni anunciado una intencion de realizar
o proponer ninguna de las operaciones, cuestiones o eventos
mencionados en este apartado;

salvo que se haya informado debidamente por escrito por o en nombre
de Abbey a Banco Santander, indicado en el Informe y Cuentas
Anuales o anunciado publicamente a un Servicio de Informacion
Regulatorio por o en nombre de Abbey (en cada caso) con

anterioridad a la fecha de este anuncio, que desde el 31 de diciembre
de 2003:

(@)

(i)

(iii)

no haya habido ninglin cambio adverso en el negocio, activos,
posicion comercial o financiera, beneficios o perspectivas o
actuaciones operativas de ninguno de los miembros del Grupo
Abbey en Sentido Amplio que sea sustancial en el contexto del
Grupo Abbey en Sentido Amplio considerado en su integridad,

no se haya anunciado, comenzado o amenazado ni esté
pendiente ningin litigio, arbitraje, ejecucion u  otro
procedimiento legal por o contra ningiin miembro del Grupo
Abbey en Sentido Amplio o de los que algin miembro del
Grupo Abbey en Sentido Amplio sea o pueda convertirse en
parte (ya sea como demandante, demandado o en cualquier otro
concepto) ni se haya anunciado, comenzado o amenazado ni esté
pendiente ninguna peticién, investigacién, reclamacién o
remision de o a ningun Tercero contra o en relacion a ninglin
miembro del Grupo Abbey en Sentido Amplio que, en cada uno
de dichos supuestos, pueda razonablemente afectar
negativamente a ningiin miembro del Grupo Abbey en Sentido
Amplio de forma sustancial para el Grupo Abbey en Sentido
Amplio considerado en su integridad,

no haya surgido, sea probable que surja o se haya convertido en
aparente para Banco Santander ninguna responsabilidad
contingente o de otra naturaleza que afecte o pudiera afectar
negativamente el negocio, activos, posicion financiera o
comercial o los beneficios o perspectivas de ningun miembro del
Grupo Abbey en Sentido Amplio de forma que sea sustancial
para el Grupo Abbey considerado en su integridad; y
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(2

(h)

(iv) no se haya dado ningun paso ni se hayan producido omisiones
que puedan resultar previsiblemente en la retirada, cancelacion,
terminacion o modificacion de ninguna licencia ostentada por
ningin miembro del Grupo Abbey en Sentido Amplio, que sea
necesaria para el adecuado desarrollo de su negocio y cuya
retirada, cancelacion, terminacién o modificacion sea sustancial
y podria previsiblemente afectar negativamente al Grupo Abbey
en Sentido Amplio considerado en su integridad;

salvo que se haya informado debidamente por escrito por o en nombre
de Abbey a Banco Santander o se haya anunciado publicamente a un
Servicio de Informacién Regulatorio por o en nombre de Abbey con
anterioridad a este anuncio, que Banco Santander no haya descubierto:

(i) que ninguna informacioén financiera, de negocio o de otra
naturaleza relativa al Grupo Abbey en Sentido Amplio publica o
proporcionada a cualquier miembro del Grupo Banco Santander
en cualquier momento por o en nombre de cualquier miembro
del Grupo Abbey en Sentido Amplio induce a error, contiene
una declaracion inexacta sobre algin hecho u omite algun hecho
necesario para hacer que dicha informacion no induzca a error,
en cada caso de forma que sea sustancial en el contexto del
Grupo Abbey en Sentido Amplio considerado en su integridad;

(i) que algin miembro del Grupo Abbey en Sentido Amplio esta
sujeto a alguna responsabilidad, contingente o de cualquier otro
tipo, que no esté contenida en el Informe y Cuentas Anuales, los
Resultados Periddicos o la Declaracion Comercial del Primer
Trimestre de Abbey, y que sea sustancial en el contexto del
Grupo Abbey; o

(ii1)) alguna informacioén que afecte al significado de la informacién
proporcionada a Banco Santander en cualquier momento
anterior a la fecha de este anuncio por o en nombre de cualquier
miembro del Grupo Abbey en Sentido Amplio y que sea
sustancial en el contexto del Grupo Abbey en Sentido Amplio
considerado en su integridad; y

salvo que se haya informado debidamente por escrito por o en nombre
de Abbey a Banco Santander o se haya anunciado publicamente a un
Servicio de Informacion Regulatorio por o en nombre de Abbey, en
cada caso con caracter previo a la fecha de este anuncio, en relacion
con cualquier liberacion, emision, acumulacion, descargo, disposicion
u otro hecho o circunstancia que haya perjudicado o sea probable que
perjudique el medioambiente (incluidas las propiedades) o dafiado o
sea probable que dafie la salud humana, que ningiin miembro actual o
pasado del Grupo Abbey en Sentido Amplio (i) haya cometido
ninguna violacion de ninguna ley, reglamento, regulacion,
comunicacion o exigencia de ningiin Tercero que sean aplicables y/o
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(1)) haya incurrido en ninguna responsabilidad (ya sea real o
contingente) frente a ningiin Tercero; y/o (iii) sea probable que incurra
en ninguna responsabilidad (ya sea real o contingente), o sea
requerido, para realizar ningun trabajo, remediar, reparar, restablecer o
limpiar el medioambiente (incluyendo cualquier propiedad), en cada
caso de forma que sea sustancial en el contexto del Grupo Abbey en
Sentido Amplio considerado en su integridad.

Banco Santander se reserva el derecho a renunciar en todo o en parte a todas o
alguna de las Condiciones excepto la Condicion 1. Banco Santander no tendra
ninguna obligaciéon de renunciar o considerar satisfecha ninguna de las
condiciones contenidas en la Condicion 2 sin perjuicio de que las demads
Condiciones puedan haber sido renunciadas o satisfechas y que no haya ninguna
circunstancia que indique que la condicién correspondiente pueda no ser
cumplida.

Salvo con el consentimiento del Panel, la Adquisicion caducard y el Canje no se
llevara a cabo si, antes de la fecha de la Reunion del Tribunal, la Comision
Europea inicia un procedimiento de acuerdo con el Articulo 6(1)(c) del EMCR o
si, tras una remision por la Comision Europea a una autoridad competente en el
Reino Unido de acuerdo con el Articulo 9(3) del EMCR, hay una posterior
remision a la Comision de Competencia.

Si el Panel exige a Banco Santander la realizacion de una oferta por las Acciones
de Abbey de acuerdo con lo previsto en la norma 9 del City Code, Banco
Santander podré realizar cuantas modificaciones sean necesarias a las condiciones
anteriores para cumplir con lo previsto en dicha norma.

Banco Santander se reserva el derecho a cumplimentar la Adquisicion a través de
una Oferta. En tal caso, dicha oferta sera cumplimentada en los mismos términos
(sujeto a las modificaciones adecuadas, incluyendo (sin limitacion) una condicion
de aceptacion del 90% (o el porcentaje menor (no inferior a 50%) que Banco
Santander decida) de las acciones a la que se refiere la oferta), en la medida en
que sean aplicables, que serian de aplicacion al Canje.

La Adquisicion y el Canje se regiran por la ley inglesa y estaran sujetos a la
jurisdiccion de los tribunales ingleses. La Adquisicion se realizara en
cumplimiento de las normas y regulaciones aplicables de la UK Listing Authority,
la Bolsa de Londres, el City Code y cualquier ley o norma espafiola que resulte de
aplicacion.
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DEFINICIONES (exclusivamente a efectos del Anexo 2)

Abbey

Abbey National plc;

Junta General
Extraordinaria de Abbey

la junta general extraordinaria de Accionistas de Abbey (y
cualquier aplazamiento de la misma) que serd convocada en
relacion con la Adquisicion;

Grupo Abbey

Abbey y sus filiales;

Plan de Opciones sobre
Acciones de Abbey

Abbey plc 2001 Executive Share Option Scheme y planes de
opciones para ejecutivos predecesores; Abbey plc Sharesave
Scheme, Abbey All Employee Share Option Schemes, Abbey plc
Performance Plan, Abbey plc Share Matching Scheme, Abbey
Deferred Bonus Plan and the Abbey Treasury Services Deferred
Bonus Shceme [y “Plan de Opciones sobre Acciones de Abbey”
hace referencia a cualquiera de ellos];

Acciones de Abbey

las acciones ordinarias de 10 peniques cada una en el capital de
Abbey;

Adquisicion

la adquisicidon propuesta por Banco Santander de Abbey a través
del Canje;

Informe y  Cuentas | el informe y las cuentas anuales de Abbey relativos al ejercicio

Anuales finalizado el 31 de diciembre de 2003;

Autorizaciones autorizaciones, Ordenes, concesiones, reconocimientos,
confirmaciones, consentimientos, licencias, certificados, permisos
y aprobaciones;

Banco Santander Banco Santander Central Hispano, S.A.;

Junta General de | la junta general de accionistas de Banco Santander que sera

Accionistas de Banco | convocada en relacion con el aumento de capital de Banco

Santander Santander propuesto;

Grupo Banco Santander

Banco Santander y sus filiales;

Acciones de Banco

Santander

Las acciones de nominal €0,50 existentes en que se divide el
capital social de Banco Santander y “Accion de Banco Santander”
significa cualquiera de ellas.

Accionistas de Banco
Santander

titulares de Acciones de Banco Santander y “Accionista de Banco
Santander” significa cualquiera de ellos;

City Code

el City Code on Takeovers and Mergers inglés

CNMV

Comision Nacional del Mercado de Valores espafiola;

Comision de
Competencia

el organismo conocido como Comision de Competencia previsto
en la norma 45 del vigente Competition Act;
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Condiciones las condiciones para llevar a cabo la Adquisicion establecidas en
este Apéndice y “Condicion” significa cualquiera de ellas;
Tribunal el Alto Tribunal de Justicia de Inglaterra y Gales;

Reunion del Tribunal

la reunion de los Accionistas de Canje (y cualquier aplazamiento
de esta reunion) que sera convocada mediante orden del Tribunal
de acuerdo con la norma 425 del Companies Act inglés a los
efectos de considerar y, en su caso, aprobar el Canje (con o sin
modificacion);

Ordenes del Tribunal

las 6rdenes del Tribunal emitidas en la Primera Audiencia del
Tribunal (autorizando o sancionando el Canje de acuerdo con la
norma 425 de la Companies Act) y en la Segunda Audiencia del
Tribunal (confirmando la reduccion de capital prevista para el
Canje de acuerdo con la norma 137 del Companies Act),
respectivamente o, cuando el contexto lo requiera, cualquiera de
ellas;

Fecha Efectiva

la fecha en la que el Canje deviene efectivo de acuerdo con sus
términos;

Primera Audiencia del
Tribunal

La audiencia por el Tribunal de la solicitud de autorizacion del
Canje de acuerdo con la norma 425 del Companies Act;

FSMA

Financial Services and Markets Act 2000;

Resultados Periddicos

resultados financieros intermedios no auditados de Abbey para el
periodo de seis meses finalizado el 30 de junio de 2004;

Nuevas Acciones de
Banco Santander

las Acciones de Banco Santander que se pretenden emitir y
desembolsar de acuerdo con la Adquisicion;

OFT

La Office of Fair Trade britanica;

Declaracion Comercial
del Primer Trimestre

La declaracion comercial relativa a los resultados no auditados de
Abbey para el trimestre finalizado el 31 de marzo de 2004;

Panel Panel on Takeovers and Mergers;

Canje el canje propuesto al amparo de la norma 425 de la Companies Act
entre Abbey y los tenedores de las Acciones del Canje, con o
sujeto a cualquier modificacion o condicion acordada entre Abbey
y Banco Santander y que el Tribunal apruebe o imponga;

Tercero un gobierno, organismo, agencia, tribunal, asociacion, o

institucion gubernamental, cuasi-gubernamental, supranacional o
cualquier otro organismo o persona en cualquier jurisdiccion;
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Grupo Abbey en Sentido
Amplio

el Grupo Abbey y participaciones asociadas y cualquier otra
entidad, asociacion, joint venture o persona en la que el Grupo
Abbey y cualquiera de dichas entidades (uniendo sus
participaciones) tengan una participacion superior al 20% de los
derechos de voto o de los recursos propios o equivalente;

Grupo Banco Santander
en Sentido Amplio

el Grupo Banco Santander y participaciones asociadas y cualquier
otra entidad, asociacion, joint venture o persona en la que el Grupo
Banco Santander y cualquiera de dichas entidades (uniendo sus
participaciones) tengan una participacion superior al 20% de los
derechos de voto o de los recursos propios o equivalente

-74 -




Anexo 3

Fuentes de la informacion contenida en este anuncio

Salvo que se indique otra cosa, las bases y fuentes de cierta informacion incluida en este
documento y en el “Press Announcement” son las que se indican a continuacion:

l.-

La informacion financiera relativa a Banco Santander ha sido extraida de sus
cuentas anuales auditadas relativas a los ejercicios a los que dicha informacion se
refiere y los estados financieros trimestrales publicados por Banco Santander
respecto de los periodos correspondientes, todos los cuales estan preparados de
acuerdo con los principios contables espafioles.

La informacion relativa a Abbey ha sido extraida de sus cuentas anuales auditadas
de los correspondientes periodos y los estados financieros trimestrales no
auditados de los periodos correspondientes publicados por Abbey, todos los
cuales estan preparados de acuerdo con los principios contables britanicos.

El valor de la totalidad del capital social diluido de Abbey en relacion con la
adquisicion esta basado en 1.475.921.396 acciones de Abbey emitidas en la fecha
de este anuncio.

Todos los precios relativos a acciones de Abbey y a acciones de Banco Santander
son precios de cierre.

En este anuncio se ha utilizado el siguiente tipo de cambio: € 1,50545 : 1,00 £
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