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1. INTRODUCTION 

For purposes of the provisions of sections 30 and 31, et seq. of Law 3/2009 of 3 April, on 
Structural Modifications of Mercantile Companies (hereinafter, the “Structural 
Modifications Act”), the undersigned, in their capacity as members of the Board of Directors 
of Banco Santander, S.A. (“Santander”) and Banco Español de Crédito, S.A. (“Banesto”), 
respectively, prepare and sign these common draft terms of merger (proyecto común de 
fusion) (hereinafter, the “Draft Terms of Merger” or the “Draft Terms”), which shall be 
subject to the approval of the General Shareholders’ Meetings of Santander and Banesto in 
accordance with the provisions of section 40 of the Structural Modifications Act. 

The integration of Banco Banif, S.A. (“Banif”) in Santander will be executed in a separate 
operation. 

The text of the Terms is as follows. 

2. RATIONALE FOR THE MERGER 

The merger by absorption of Banesto by Santander occurs within the context of a profound 
restructuring of the Spanish financial system, which involves a major reduction in the number 
of institutions and the creation of larger institutions.  

In addition, the Spanish financial system has lost profitability over the last five years due to a 
drop in margins, which has adversely affected efficiency despite an improvement in costs, as 
well as to cyclically high provisions. In brief, the financial sector needs to optimise its 
income, margins, and fees, normalise provisions, and, in sum, improve efficiency. 

Within this context, the merger by absorption of Banesto by Santander and the 
aforementioned integration of Banif will allow, on the one hand, for an improvement in the 
efficiency of the Group through a structural modification that maximises economies of scale 
and, on the other, for a strengthening of the position of the Santander Group in Spain, 
selectively increasing its market share under a single brand.  

A) Efficiency improvements can be achieved by integrating structures, through: (i) a 
single corporate centre and a single management structure, (ii) integration of 
intermediate structures, and (iii) total integration of back offices, information 
technology systems, and operations. The estimated time frame for operational 
integration of Santander and Banesto is one year. The foregoing will result in an 
optimisation of branches, albeit at a slower pace than that of the market, which will help 
to increase market share. 

The synergies that are expected to be achieved with the transaction are approximately 
520 million euros before taxes per year as from the third year following the merger, 
broken down as follows: 

1. Cost synergies: 30 million euros in technology, 69 million euros in real estate, 32 
million euros in operations, 8 million euros in advertising and brand image, and 
27 million euros in other expenses, which, together with an approximate saving of 
16 million euros in amortisation and depreciation, would entail total savings of 
approximately 183 million euros. 
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 Furthermore, pre-tax savings of approximately 237 million euros are expected 
from progressively reducing the Group’s personnel in Spain over three years.  

 Overall, cost synergies are expected to reach approximately 420 million euros. 

2. Revenue synergies: the goal is to improve income by approximately 100 million 
euros through the single brand and new business structure, leveraging the strength 
of Banesto’s traditional businesses such as SMEs and corporate offices. 

B) As regards strengthening the Group’s position in Spain, a national network with a 
balanced market share and one of the strongest brands in the international financial 
system will be achieved with the merger. In particular, the merger will entail the 
existence of a single brand, with a more powerful network of approximately 4,000 
branches throughout Spain, with the same corporate identity, providing a wider range of 
products and better quality of service.  

It is therefore expected that average market share in Spain will rise from 11% in 2012 to 
13% in 2015, and in deposits will rise from 14% currently to 16% in 2015. It is also 
expected that the interest margin will increase by approximately 30 basis points in 3 
years. 

In sum, the goal of the Group is to achieve in three years a return on equity (ROTE) of 
between 12% and 15% on the business in Spain. 

In other respects, the business improvements will be accompanied by advantages for the 
shareholders of Santander and Banesto: 

 Shareholders of Banesto become shareholders of Santander, a diversified international 
group with a presence in high-growth markets, very liquid shares, an attractive 
remuneration policy, and a firm strategy of creating value for shareholders. As will be 
detailed below, this conversion into shareholders of Santander will be accomplished 
pursuant to an exchange ratio of 0.633 shares of Santander for each share of Banesto, 
which is a very significant premium for Banesto shareholders taking into account the 
listing prices of both shares prior to publication of the merger initiative. Banesto 
shareholders will also benefit, as Santander shareholders, from the synergies arising 
from the merger. 

 For the shareholders of Santander, the transaction has low execution risk and will create 
significant synergies from integration (as stated, cost and income synergies are expected 
to reach approximately 520 million euros). The merger is also expected to be positive 
from the earnings per share viewpoint, with a 3% improvement by the third year. 

3. IDENTIFICATION OF COMPANIES INVOLVED 

3.1 Description of Santander 

Banco Santander, S.A. is a Spanish credit institution with a registered office at Paseo de 
Pereda, números 9 al 12, 39004 (Santander), holding tax identification number A-39000013, 
and is registered with the Mercantile Register of Santander at sheet 286 folio 64 book 5 on 
Companies, Entry 1, and with the Banks and Bankers Register of the Bank of Spain under 
number 0049.  
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The share capital of Santander is equal to 5,160,589,875 euros, divided into 10,321,179,750 
shares, each with a nominal value of 0.50 euro, represented by book entry shares, fully 
subscribed and paid-up, and admitted to trading on the Madrid, Barcelona, Valencia, and 
Bilbao Stock Exchanges through the Automated Quotation System (Sistema de Interconexión 
Bursátil) (Continuous Market). 

3.2 Description of Banesto 

Banco Español de Crédito, S.A. is a Spanish credit institution with a registered office at 
avenida Gran Vía de Hortaleza número 3, 28033 (Madrid), holding tax identification number 
A-28000032, and registered with the Mercantile Register of Madrid at volume 36 on 
companies, folio 177, page number 1,595, and with the Banks and Bankers Register of the 
Bank of Spain under number 0030.  

The share capital of Banesto is equal to 543,035,570.42 euros, divided into 687,386,798 
shares, each with a nominal value of 0.79 euro, represented by book entry shares, fully 
subscribed and paid-up, and admitted to trading on the Madrid, Barcelona, Valencia, and 
Bilbao Stock Exchanges through the Automated Quotation System (Sistema de Interconexión 
Bursátil) (Continuous Market). 

4. STRUCTURE OF THE TRANSACTION 

The legal structure chosen to integrate the businesses of Santander and Banesto is that of a 
merger, upon the terms set forth in sections 22, et seq. of the Structural Modifications Act. 

The merger shall be accomplished by means of the acquisition of Banesto (absorbed 
company) by Santander (absorbing company), with the termination by means of dissolution 
without liquidation of the former and the en bloc transfer of all of its assets and liabilities to 
the latter, which shall acquire by universal succession all of the rights and obligations of 
Banesto (hereinafter, the “Merger”). The shareholders of Banesto other than Santander shall 
receive shares of Santander in exchange as a result of the Merger. 

 

5. MERGER EXCHANGE RATIO 

5.1 Exchange Ratio 

The exchange ratio for the shares of Santander and Banesto, which has been determined based 
on the fair value of their corporate assets, shall be 0.633 shares of Santander, each with a 
nominal value of 0.5 euro, for each share of Banesto, each with a nominal value of 0.79 euro, 
without provision for any supplemental cash remuneration. 

This exchange ratio has been agreed to and calculated based on the methodologies that will be 
explained and for which a rationale will be provided in a report that the Board of Directors of 
Santander and Banesto will issue pursuant to the provisions of section 33 of the Structural 
Modifications Act. 

The shares of both Santander and Banesto are listed on official securities markets. Therefore, 
in order to determine the fair value of the corporate assets of both companies, the directors of 
Santander and Banesto have considered, among other valuation methods, the stock exchange 
listing price of both companies at the close of trading on 14 December 2012 (the trading day 
immediately preceding the announcement of the transaction). 
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Taking into account that the shares of Santander at the close of trading on 14 December 2012 
were listed at 5.90 euros per share, the agreed exchange ratio would value the shares of 
Banesto at 3.73 euros per share. Given that Banesto’s shares were listed at 2.99 euros per 
share on 14 December 2012, the exchange ratio represented a premium of 25% as of such 
date. 

In determining the exchange ratio, with such premium over the market price on 14 December 
2012, Santander and Banesto have taken the following aspects, among others, into account: 

 The synergies to be achieved with the Merger of both companies. 

 That Banesto’s shareholders will not be able to receive the remuneration that 
Santander’s shareholders will receive within the framework of the Santander Scrip 
Dividend (Santander Dividendo Elección) programme, in January/February and 
April/May 2013, in either cash or shares of Santander, because the Merger will be 
consummated in the month of May. It is not expected that Banesto will distribute any 
dividend. 

Deutsche Bank, S.A.E, as the financial advisor of Santander for the Merger, has stated to the 
Board of Directors of the company in a fairness opinion that the agreed exchange ratio is fair, 
from a financial point of view, to Santander 

Barclays Bank PLC and Goldman Sachs International Spanish Branch, as financial advisors 
for Banesto, have stated to the Board of Directors of such company their respective fairness 
opinions with respect to the remuneration which results from the agreed exchange ratio to be 
received by the shareholders of Banesto other than Santander and the companies of its group 
and affiliates within the framework of the Merger. According to such opinions, as of 9 
January 2013 the agreed exchange ratio is fair from a financial viewpoint for the shareholders 
of Banesto other than Santander and the companies of its group and affiliates.  

It is expressly stated that the proposed exchange ratio shall be subject to the verification of the 
independent expert appointed by the Mercantile Registry of Santander in accordance with the 
provisions of section 34 of the Structural Modifications Act. 

5.2 Methods for Covering the Exchange 

Santander shall cover the exchange of Banesto shares pursuant to the exchange ratio set forth 
in section 5.1 of these Draft Terms of Merger with treasury shares, and shall therefore not 
increase the share capital of Santander for that purpose. 

In any event, by application of section 26 of the Structural Modifications Act, there shall be 
no exchange of either the Banesto shares owned by Santander or the Banesto shares held in 
treasury, which shall be cancelled. As of 31 December 2012, Banesto held, through its 
subsidiary DUDEBASA, 4,982,936 treasury shares, which represented 0.7249% of its share 
capital. 

It is stated for the record that as of 31 December 2012 Santander directly held 88.2102 % of 
the share capital of Banesto and indirectly held 0.7873 % through its wholly-owned 
subsidiary Cántabro Catalana de Inversiones, S.A. It is expected that Santander will acquire 
the shares of Banesto held by Cántabro Catalana de Inversiones, S.A. prior to the effective 
date of the Merger. This transfer will allow the entirety of Santander’s interest in Banesto to 
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be held directly, thus avoiding the generation of indirect treasury holdings as a result of the 
Merger.   

5.3 Exchange Procedure 

The exchange of the shares of Banesto for the shares of Santander shall occur once the 
Merger has been approved at the General Shareholders’ Meetings of Santander and Banesto, 
the equivalent documentation referred to in section 40.1 c), et seq. of Royal Decree 
1310/2005 of 4 November has been submitted to the National Securities Market Commission 
(Comisión Nacional del Mercado de Valores) (hereinafter, the “CNMV”), the conditions 
precedent referred to in section 16 have been met, and the merger deed has been registered 
with the Mercantile Register of Santander. 

The exchange shall take place as from the date indicated in the announcements to be 
published in one of the widely-circulated newspapers in the autonomous communities of 
Cantabria and Madrid, respectively, in the Official Gazettes (Boletines Oficiales) of the 
Spanish Stock Exchanges, and in the Official Gazette of the Mercantile Register. Santander 
shall act as agent for such purpose, which shall be indicated in the above-mentioned 
announcements. 

The exchange of the shares of Banesto for shares of Santander shall be implemented through 
the Iberclear participants that are depositaries thereof in accordance with the procedures 
established for the book-entry system in accordance with the provisions of Royal Decree 
116/1992 of 14 February, and with the application of the provisions of section 117 of the 
Companies Act (Ley de Sociedades de Capital), to the extent applicable. 

Banesto shareholders holding a number of shares that will not give them a whole number of 
Santander shares under the agreed exchange ratio may acquire or transfer shares in order to 
exchange them in accordance with such exchange ratio. Without prejudice to the foregoing, 
the companies participating in the Merger shall establish mechanisms to facilitate the 
exchange by such Banesto shareholders, including the appointment of an “odd-lot agent”.  

The shares of Banesto will be cancelled as a result of the Merger. 

6. ANCILLARY OBLIGATIONS, SPECIAL RIGHTS, AND RIGHTS OTHER 
THAN THOSE REPRESENTING CAPITAL 

For purposes of sections 31.3 and 31.4 of the Structural Modifications Act, it is stated for the 
record that there are no ancillary obligations (prestaciones accesorias), special preferred 
shares, or persons with special rights at Santander or Banesto other than simple ownership of 
the shares, for which reason there is no need to grant any special right or offer any options. 

The Santander shares delivered to Banesto shareholders as a result of the Merger will not give 
the holders thereof any special rights. 

7. BENEFITS EXTENDED TO INDEPENDENT EXPERTS AND TO THE 
DIRECTORS 

With respect to section 31.5 of the Structural Modifications Act, it is stated that no benefits of 
any type will be extended to the independent expert that will participate in the Merger 
process, or to the directors of Santander or Banesto. 
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8. DATE AS FROM WHICH THE HOLDERS OF SHARES DELIVERED IN 
EXCHANGE WILL HAVE THE RIGHT TO PARTICIPATE IN THE 
PROFITS OF SANTANDER 

As from the date on which they are delivered, the shares delivered by Santander to Banesto 
shareholders in order to cover the exchange, all upon the terms set forth in section 5 above, 
shall give their holders the right to participate in the profits of Santander upon the same terms 
as the other shares of Santander outstanding on such date. It is hereby stated for the record 
that Banesto’s shareholders will not be entitled to the Santander Scrip Dividend (Santander 
Dividendo Elección) programme of April/May 2013, the record date of which is previous to 
the date in which the Merger will be consummated. 

9. DATE OF ACCOUNTING EFFECTS OF THE MERGER 

1 January 2013 is established as the date from which the transactions of Banesto shall be 
deemed for accounting purposes to have taken place on behalf of Santander. 

For appropriate purposes, it is stated for the record that the retroactive effect thus determined 
for accounting purposes is in accordance with the General Chart of Accounts (Plan General 
de Contabilidad) approved by Royal Decree 1514/2007 of 16 November.  

10. AMENDMENT OF THE BYLAWS OF SANTANDER 

The Bylaws of Santander will not be amended as a result of the Merger. Therefore, upon 
completion of the Merger, Santander, as the absorbing company, will continue to be governed 
by its current Bylaws, the text of which appears on Santander’s corporate website 
(www.santander.com) (and a copy of which is attached to these Draft Terms of Merger as 
Annex 1 for purposes of the provisions of section 31.8 of the Structural Modifications Act). 

Without prejudice to the foregoing, and independently of the Merger, the Board of Directors 
of Santander may, if applicable, include the proposed bylaw amendments that it deems 
appropriate in the agenda for the General Shareholders’ Meeting. 

11. MERGER BALANCE SHEETS, ANNUAL ACCOUNTS, AND VALUATION 
OF ASSETS AND LIABILITIES OF BANESTO TO BE TRANSFERRED 

11.1 Merger Balance Sheet 

For purposes of the provisions of section 36.1 of the Structural Modifications Act, the balance 
sheets of Santander and Banesto as of 31 December 2012 shall be deemed to be the merger 
balance sheets. 

The merger balance sheets of Santander and Banesto, duly verified by their auditors, shall be 
submitted for approval of the General Shareholders’ Meetings of each of the companies that 
must decide on the Merger prior to the adoption of the Merger resolution itself. 

11.2 Annual Accounts 

For purposes of the provisions of section 31.10 of the Structural Modifications Act, it is 
hereby stated for the record that the terms upon which the Merger will be carried out have 
been determined taking into account the annual accounts of the merging companies for the 
financial year ended 31 December 2012. 
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Such annual accounts as well as the merger balance sheets referred to in section 11.1 
above, as well as the other documents mentioned in section 39 of the Structural Modifications 
Act, shall be included in the websites of Santander and Banesto prior to the publication of the 
notice of meeting of the General Shareholders’ Meetings to decide on the Merger, with the 
ability to download and print them.  

11.3 Valuation of Assets and Liabilities of Banesto to be Transferred 

As a result of the Merger, Banesto shall be dissolved without liquidation, and its assets and 
liabilities shall be transferred en bloc to Santander. 

For purposes of the provisions of section 31.9 of the Structural Modifications Act, it is hereby 
stated for the record that the assets and liabilities transferred by Banesto to Santander will be 
recorded on Santander’s books in the amount corresponding thereto, after the transaction has 
been implemented, in the consolidated annual accounts of the group as of the effective date of 
this Merger for accounting purposes, i.e. 1 January 2013.  

 

12. IMPACTS OF THE MERGER ON EMPLOYMENT, IMPACT ON GENDER 
WITHIN THE MANAGEMENT BODIES, AND IMPACT ON CORPORATE 
SOCIAL RESPONSIBILITY 

12.1 Possible Impacts of the Merger with respect to Employment 

Pursuant to the provisions of section 44 of the Restated Text of the Statute of Workers Act 
(Ley del Estatuto de los Trabajadores) approved by Royal Legislative Decree 1/1995 of 24 
March, which governs transfers of undertakings, Santander shall subrogate to the labour rights 
and obligations of the employees of Banesto. 

The institutions participating in the Merger shall comply with their obligations to provide 
information to and, if applicable, to consult with the legal representatives of the workers of 
each institution, in accordance with the provisions of labour regulations. Notice of the Merger 
shall also be given to public agencies where appropriate, and in particular to the General 
Social Security Revenue Office (Tesorería General de la Seguridad Social).  

The integration of the organisations of Santander and Banesto and the optimisation of the 
network resulting from the Merger will entail a reduction in the number of employees, which 
will take place progressively through relocation to other units of the Santander Group, both in 
Spain and abroad, naturally-occurring turnover of the work force, and incentivised 
redundancies. In any case, the integration of employees shall take place with respect for 
applicable legal provisions in each case, especially with respect to the rights of the 
representatives of the workers to information and consultation, holding relevant meetings and 
negotiations with them to allow for the development of such employee integration with the 
greatest agreement possible among the parties. 

12.2 Possible Impact on Gender within Management Bodies 

It is not expected that the Merger will produce changes in the composition of Santander’s 
management body. 
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12.3 Impact of the Merger on Corporate Social Responsibility 

It is expected that the Merger will not have an impact on Santander’s social responsibility 
policy. 

13. APPOINTMENT OF INDEPENDENT EXPERT 

Pursuant to the provisions of section 34.1 of the Structural Modifications Act, the Boards of 
Directors of Santander and Banesto shall ask the Mercantile Register of Santander (where the 
absorbing company is registered) to appoint an independent expert to prepare a single report 
regarding these Draft Terms of Merger.   

14. BANESTO MERGER COMMITTEE 

It is stated for the record that these Draft Terms of Merger are the result of a process of 
analysis and decision-making carried out by the management bodies of both Santander and 
Banesto. As regards the latter company, such analysis has been entrusted to an ad hoc 
informational and consultative committee within its Board of Directors, the main purpose of 
which has been to lead and protect the investigation and decision-making process for the sole 
purposes of this Merger. 

This committee (the creation of which was the subject of a notice of significant event sent to 
the CNMV on 19 December 2012 (registration number 178,973)) is made up of three 
independent directors (José Luis López Combarros, Juan Antonio Sagardoy Bengoechea and 
Carlos Sabanza Teruel) and is called the “Merger Committee”. 

15. TAX REGIME 

The Merger is subject to the tax regime established in chapter VIII of title VII of Royal 
Legislative Decree 4/2004 of 5 March approving the Restated Text of the Company Income 
Tax Act, and section 3 of additional provision two thereof, as well as to section 45, paragraph 
I. B.) 10. of Royal Legislative Decree 1/1993 of 24 September approving the Restated Text of 
the Asset Transfer and Documentary Stamp Tax Act. 

Notice of the choice of such tax regime shall be given to the Tax Authority within three 
months of the registration of the deed of merger, upon the terms established by the relevant 
regulations. 

16. CONDITIONS PRECEDENT 

The effectiveness of the Merger is subject to the following conditions precedent: 

(i) The authorisation of the Ministry of Economy and Competitiveness for the absorption 
of Banesto by Santander, pursuant to the provisions of section 45.c) of the Banking 
Act of 31 December 1946. 

(ii) The acquisition of the other authorisations that must be obtained from the Bank of 
Spain, the National Securities Market Commission, or any other governmental or 
supervisory body by reason of the business activities of Banesto or subsidiaries 
thereof. 
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17. COMPLIANCE WITH THE PUBLICATION AND INFORMATION 
OBLIGATIONS OF THE BOARD OF DIRECTORS OF SANTANDER AND 
BANESTO 

In compliance with the provisions of section 32 of the Structural Modifications Act, these 
Draft Terms of Merger shall be included in the websites of Santander and Banesto. The fact 
of the inclusion of the Draft Terms in the websites shall also be published in the Official 
Gazette of the Mercantile Register, with a statement of the website of Santander 
(www.santander.com) and Banesto (www.banesto.es/webcorporativa), as well as the date of 
inclusion thereof. 

The inclusion in the websites of Santander and Banesto and the publication of this fact in the 
Official Gazette of the Mercantile Register shall occur at least one month in advance of the 
date established for the holding of the General Shareholders’ Meetings to approve the Merger. 
The inclusion in the websites shall continue, at a minimum, for the time required by section 
32 of the Structural Modifications Act. 

In turn, it is stated for the record that, pursuant to the provisions of section 33 of the Structural 
Modifications Act, the Boards of Directors of Santander and Banesto shall each prepare a 
report explaining and providing a detailed rationale regarding the legal and financial aspects 
of the Draft Terms of Merger, with special reference to the share exchange ratio, to any 
particular valuation difficulties that may exist, and to the impact of the Merger on 
shareholders of the merging companies, and the creditors and employees thereof. 

These reports, together with the other documents referred to in section 39 of the Structural 
Modifications Act, shall be included in the websites of Santander and Banesto prior to 
publication of the notice of the General Shareholders’ Meetings to decide on the Merger, with 
the ability to download and print them.  

Finally, pursuant to the provisions of section 30.3 of the Structural Modifications Act, the 
Draft Terms of Merger shall be subject to the approval of the General Shareholders’ Meetings 
of Santander and Banesto within six months of the date of these Draft Terms, with the 
specific provisions that the General Meetings to which the Merger is submitted be the 
respective ordinary General Meetings and that they be held during the month of March 2013. 

 

*     *     * 

Pursuant to the provisions of section 30 of the Structural Modifications Act, the directors of 
Santander and Banesto, whose names appear below, sign and approve two specimens, 
identical in text and form, of these Draft Terms of Merger, which have been approved by the 
Boards of Directors of Santander and Banesto at their respective meetings held on 9 January 
2013.  
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BOARD OF DIRECTORS OF SANTANDER 

 
 
 
 
 

  

Emilio Botín-Sanz de Sautuola y García 
de los Ríos  
Chairman 

 Alfredo Sáenz Abad 
Second Vice-Chairman and Chief 
Executive Officer 

 
 
 
 
 

  

Fernando de Asúa Álvarez  
First Vice-Chairman 

 Matías Rodríguez Inciarte 
Third Vice-Chairman

 
 
 
 
 

  

Manuel Soto Serrano 
Fourth Vice-Chairman 

 Ana Patricia Botín-Sanz de Sautuola y 
O'Shea 
Director

 
 
 
 
 

  

Francisco Javier Botín-Sanz de Sautuola 
y O'Shea 
Director 
 
 
 
 

 Lord Burns (Terence) 
Director 

   
Vittorio Corbo Lioi 
Director 

 Guillermo de la Dehesa Romero 
Director

 
 
 
 
 

  

Rodrigo Echenique Gordillo 
Director 

 Esther Giménez-Salinas i Colomer 
Director
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Ángel Jado Becerro de Bengoa 
Director 

 Abel Matutes Juan 
Director

   
   
   
   
   
Juan Rodríguez Inciarte 
Director 

 Isabel Tocino Biscarolasaga 
Director

   
 
 
 
 
Pursuant to the provisions of section 30 of the Structural Modifications Act, it is expressly 
stated for the record that the directors Ana Patricia Botín-Sanz de Sautuola y O’Shea, 
Francisco Javier Botín-Sanz de Sautuola y O’Shea, Lord Burns, Vittorio Corbo Lioi, Esther 
Giménez-Salinas i Colomer and Abel Matutes Juan were not physically present at the meeting 
of the Board of Directors of Santander at which these Draft Terms of Merger were approved, 
and were represented by Emilio Botín-Sanz de Sautuola y García de los Ríos, who, on their 
behalf and in accordance with the instructions thereof, voted in favour of the approval of these 
Draft Terms of Merger.  

For this reason, the signatures thereof are missing from this document. 
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BOARD OF DIRECTORS OF BANESTO 

 
 
 
 
 
 

  
 
 
 
 
 

Antonio Basagoiti García-Tuñón 
Chairman 

 Francisco Javier San Félix García 
Chief Executive Officer 

 
 
 
 
 

  

José Luis López Combarros 
Vice-Chairman 

 Alfonso Líbano Daurella 
Director

 
 
 

  
 
 
 

Juan Antonio Sagardoy Bengoechea 
Director 

 Matías Rodríguez Inciarte 
Director

 
 
 

  
 
 

José Corral Lope 
Director 

 José María Fuster Van Bendegem 
Director

 
 
 
 

  
 
 
 

Juan Delibes Liniers 
Director 

 Juan Guitard Marín 
Director

 
 
 
 
 

  
 
 

Carlos Sabanza Teruel 
Director 

 Luis Alberto Salazar-Simpson Bos 
Director

 
 
 
 
 

  
 
 

Rosa María García García 
Director 

 José Antonio García Cantera 
Director
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Pursuant to section 30 of the Structural Modifications Act, it is hereby expressly stated for the 
record that, following the best corporate governance practices, all of the proprietary directors 
(consejeros dominicales) of Banesto appointed at the request of Santander, i.e. Antonio 
Basagoiti García-Tuñón, Matías Rodríguez Inciarte, José María Fuster Van Bendegem, Juan 
Guitard Marín, and José Antonio García Cantera, have not participated in the deliberations 
and have abstained from taking part in the voting by the Board of Directors of Banesto 
regarding these Draft Terms of Merger due to the belief that they might be affected by a 
potential conflict of interest, without prejudice to which they have stated their positive 
assessment of the transaction. Without prejudice to the above, all the proprietary directors, 
with the exception of Matías Rodríguez Inciarte attended the meeting. Luis Alberto Salazar-
Simpson Bos, an external director not classified as independent, has also abstained from 
deliberation and voting in view of the fact that he is also a director of Banco Banif, S.A., a 
bank affiliated to Santander, but has also stated his positive assessment of the Merger. 

It is also stated for the record that the executive directors of Banesto, Francisco Javier San 
Félix García and Juan Delibes Liniers, did not participate in the deliberations and abstained 
from taking part in the voting of the Board of Directors of Banesto regarding these Draft 
Terms of Merger, as it was also believed that they might be affected by a potential conflict of 
interest. However, such directors have also stated their positive assessment of the transaction. 

Therefore, for the reasons referred to above, the signatures of Antonio Basagoiti García-
Tuñón, Matías Rodríguez Inciarte, José María Fuster Van Bendegem, Juan Guitard Marín, 
José Antonio García Cantera, Luis Alberto Salazar-Simpson Bos, Francisco Javier San Félix 
García, and Juan Delibes Liniers do not appear in these Draft Terms of Merger. 
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ANNEX 1 
Bylaws of Santander 

 

  



 16/50 

BYLAWS OF BANCO SANTANDER, S.A. 

 

 

 

 

 

CHAPTER I. THE COMPANY AND ITS CAPITAL 

 

Section 1. Name of the Company 

 

Article 1. Corporate name 

 

The name of the Company is BANCO SANTANDER, S.A. (hereinafter, the “Bank” or the 
“Company”). 

 

The Bank was founded in the city for which it was named, by means of a public instrument executed 
on 3 March 1856 before notary public Mr. José Dou Martínez; such public instrument was ratified and 
partially amended by another one dated 21 March 1857 and executed before notary public Mr. José 
María Olarán, of the above-mentioned capital city. 

 

As a result of the enactment of the Decree-Law dated 19 March 1874, whereby the circulation of a 
single paper currency was established in Spain, the privilege of issuing paper money which the Bank 
had and which it had exercised from the date it commenced operations expired. Thus, the Bank 
became a credit company [“sociedad anónima de crédito”] pursuant to the provisions of the Law 
dated 19 October 1869. Such credit company took over the assets and liabilities of what had been, 
until that time, an issuing Bank. All of the foregoing was formalized by public instrument executed on 
14 January 1875 before notary public Mr. Ignacio Pérez, of the City of Santander, which public 
instrument was recorded in the Commercial Registry book of the Trade Promotion Section of the 
Government of the Province of Santander. 

 

Article 2. Corporate purpose 

 

1. The corporate purpose of the Company consists of: 

 

a)  The conduct of activities and operations and the provision of services of any kind which 
are typical of the banking business in general and which are permitted under current law. 

 

b)  The acquisition, possession, enjoyment and disposition of all types of securities. 
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2.  The activities that make up the corporate purpose may be carried out totally or partially in an 
indirect manner, in any of the manners permitted by Law and, in particular, through the 
ownership of shares or the holding of interests in Companies whose purpose is identical, 
similar, incidental or supplemental to such activities. 

 

Article 3. Registered office and other offices 

 

1.  The registered office of the Bank is located in the city of Santander, Paseo de Pereda, numbers 
9-12. 

 

2.  The board of directors may resolve to change the location of the registered office within the 
same municipal area. 

 

Article 4. Commencement of activities and duration 

 

1.  The Company commenced its activities on 20 August 1857. 

 

2. The duration of the Company is indefinite. 

 

Section 2. Share capital and shares 

 

Article 5. Share capital 

 

1. The share capital is 5,160,589,875 euros. 

 

2.  The share capital is represented by 10,321,179,750 shares having a nominal value of fifty euro 
cents each, all of which belong to the same class and series. 

 

3.  All the shares have been fully paid-up. 

 

Article 6. Form of the shares 

 

1.  The shares are represented in book-entry form and are governed by the Securities Market Law 
[Ley del Mercado de Valores] and such other provisions as may be applicable. 
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2.  The book-entry registry of the Company shall be maintained by the entity or entities charged by 
the law with such duty. 

 

 The entity in charge of the book-entry registry shall notify the Bank of transactions involving 
the shares and the Bank shall keep its own stock ledger with the name of the shareholders. 

 

3.  The person whose name appears as the holder in the entries in the records of the entity in charge 
of the book-entry registry shall be deemed the legitimate holder thereof, and therefore, such 
person may request from the Bank the benefits to which the shares entitle them. 

 

4.  In the event of persons or entities formally acting as shareholders under a fiduciary agreement, 
trust, or any other similar title, the Bank may require such persons to provide the particulars of 
the beneficial owners of the shares, as well as information regarding all acts entailing the 
transfer of such shares or the creation of liens thereon. 

 

Article 7. Shareholders’ rights 

 

1.  Shares confer on the lawful holders thereof the status of shareholder and give them the rights set 
forth in the law and in these bylaws and, specifically, the following: 

 

a)  The right to share in the distribution of corporate earnings and in the net assets resulting 
from liquidation. 

 

b) The pre-emptive right to subscribe to the issuance of new shares or debentures 
convertible into shares. 

 

c)  The right to attend and vote at the General Shareholders’ Meetings and to challenge 
corporate resolutions. 

 

d)   The right to receive information. 

 

2.  Shareholders shall exercise their rights vis-à-vis the Company with loyalty and good faith. 

 

3.  In such manner as is set forth in legal and administrative provisions, the Company shall not 
acknowledge the exercise of voting and related rights arising from interests in the Company 
held by persons who acquire shares thereof in violation of mandatory legal rules of any type or 
rank. Likewise, the Company shall make public, in such manner as determined by the above-
mentioned regulations, the interest held by the shareholders in the capital of the Company, 
whenever the circumstances requiring such publication arise. 
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Article 8. Unpaid subscriptions 

 

1.  Unpaid subscription amounts on partially paid-up shares shall be paid up by the shareholders at 
the time determined by the board of directors, within five years of the date of the resolution 
providing for the capital increase. The manner and other details of such payment shall be 
determined by the resolution providing for the capital increase. 

 

2. Without prejudice to the effects of default as set forth by law, any late payment of unpaid 
subscriptions shall bear, for the benefit of the Bank, such interest as is provided by law in 
respect of late payments, starting from the day when payment is due and without any judicial or 
extra-judicial demand being required. In addition, the Bank shall be entitled to bring such legal 
actions as may be permitted by law in these cases. 

 

Article 9. Non-voting shares 

 

1.  The Company may issue non-voting shares for a nominal amount of not more than one half of 
the paid-up share capital. 

 

2.  Non-voting shares shall attribute to the holders thereof the rights established in the resolution 
for the issuance thereof, in accordance with law and by means of an appropriate amendment of 
the bylaws. 

 

Article 10. Redeemable shares 

 

1.  The Company may, on the terms established by law, issue redeemable shares for a nominal 
amount not to exceed one-fourth of its share capital. 

 

2.  Redeemable shares shall give the holders thereof the rights that are established in the resolution 
providing for the issuance thereof, in accordance with law and by means of the appropriate 
bylaw amendment. 

 

 

Article 11. Co-ownership 

 

1.  Each share is indivisible. 

 

2.  Shares that are jointly owned shall be registered in the respective book-entry registry in the 
name of all co-owners. However, the co-owners of a share shall appoint a single person to 
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exercise shareholder rights and shall be jointly and severally liable to the Company for all 
obligations entailed by the status of shareholders. 

 

 The same rule shall apply in all other instances of co-ownership of rights over shares. 

 

3.  In the case of usufruct of shares, the status of shareholder lies with the bare owner, but 
theusufructuary shall in every case be entitled to receive the dividends the Company resolvesto 
distribute during the usufruct. The bare owner shall exercise all other shareholder rights. 

 

 The usufructuary has the obligation to facilitate the exercise of such rights by the bare owner. 

 

4.  If the shares are pledged, the owner thereof shall be entitled to exercise shareholder rights. The 
pledgee shall have the obligation to facilitate the exercise of such rights. 

 

 In the event that the owner fails to comply with his obligation to pay unpaid contribution 
amounts, the pledgee may perform such obligation himself or foreclose on the pledge. 

 

5.  In all other cases of limited in rem rights on shares, voting and related rights shall be exercised 
by the direct owner thereof. 

 

Article 12. Transfer of shares 

 

1.  Shares and the economic rights attaching thereto, including pre-emptive rights, may be 
transferred by any means permitted by Law. 

 

2.  New shares may not be transferred until the capital increase is registered with the Commercial 
Registry. 

 

3.  Shares shall be transferred by means of book-entries. 

 

4.  The registration of the transfer in favor of the transferee shall have the same effect as the 
delivery of the securities. 

 

5.  The creation of limited in rem rights or other liens on shares shall be registered in the respective 
account of the book-entry registry. 

 

6  Registration of the pledge is equivalent to transfer of title. 
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Section 3. Capital increase and reduction 

 

Article 13. Capital increase 

 

Capital increases may be effected by issuing new shares or by increasing the par value of existing 
shares and, in both cases, the consideration therefore may consist of non monetary or monetary 
contributions, including the set-off of receivables, or of the transformation of available profits or 
reserves. Capital increases may be made partly with a charge to new contributions and partly with a 
charge to unappropriated profits or reserves. 

 

Article 14. Authorized capital 

 

1.  The shareholders acting at the general shareholders’ meeting may delegate to the board of 
directors the power to resolve, on one or more occasions, to increase the share capital up to a 
specified amount, at the time and in the amount it may decide and within the limits established 
by the law. Such delegation may include the power to exclude pre-emptive rights. 

 

2.  The shareholders at the general shareholders’ meeting may also delegate to the board of 
directors the power to determine the date on which the adopted resolution to increase the share 
capital is to be implemented and to set the terms thereof regarding all matters not specified by 
the shareholders at the general shareholders’ meeting. 

 

Article 15. Exclusion of pre-emptive rights 

 

1.  The shareholders acting at the general shareholders’ meeting or the board of directors approving 
an increase in share capital, as the case may be, may resolve to exclude the pre-emptive rights of 
the shareholders to further the best interests of the Company. 

 

2.  The pre-emptive rights of existing shareholders shall be excluded when the capital increase is 
due to the conversion of debentures into shares, the merger of another company into the 
Company or of all or part of the assets split off from another company, or when the Company 
has made a tender offer for securities the consideration for which consists, in whole or in part, 
of securities to be issued by the Company or, in general, when the increase is carried out in 
consideration for non-cash contributions. 

 

Article 16. Capital reduction 

 

1.  Capital reductions may be effected by reducing the par value of the shares or by repurchasing 
them or dividing them into groups for exchange. Capital reductions may be effected in order to 



 22/50 

return the value of contributions, to release unpaid subscriptions, establish or increase reserves 
or to restore the balance between the share capital and net assets. 

 

2. In the event of a capital reduction to return contributions, payment to shareholders may be made 
in kind in whole or in part, provided the three conditions set forth in Article 64 are concurrently 
met. 

 

Section 4. Issuance of debentures and other securities 

 

Article 17. Issuance of debentures 

 

The Company may issue debentures on the terms and with the limits established by law. 

 

Article 18. Convertible and exchangeable debentures 

 

1.  Convertible and/or exchangeable debentures may be issued at a fixed (determined or 
determinable) or variable exchange ratio. 

 

2.  The pre-emptive rights of the shareholders in connection with the issuance of convertible 
debentures may be excluded as provided by law. 

 

3.  The shareholders acting at a general shareholders’ meeting may delegate to the board of 
directors the power to issue simple or convertible and/or exchangeable debentures, including, if 
applicable, the power to exclude preemptive rights. The board of directors may make use of this 
delegation on one or more occasions within a maximum period of five years. The shareholders 
acting at a general shareholders’ meeting may also authorize the board of directors to determine 
the time when the issuance approved is to be carried out and to set the other terms not specified 
in the resolution of the shareholders. 

 

Article 19. Issuance of other securities 

 

1.  The Company may issue notes, warrants, preferred stock or other negotiable securities other 
than those described in the preceding articles.  

 

2.  The shareholders acting at a general shareholders’ meeting may delegate to the board of 
directors the power to issue such securities. The board of directors may exercise such delegated 
power on one or more occasions and during a maximum period of five years. 
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3.  The shareholders at a general shareholders’ meeting may likewise authorize the board of 
directors to determine the time when the issuance approved is to be effected, and to set all other 
terms not specified in the resolution adopted at the general shareholders’ meeting, on the terms 
established by law. 

 

CHAPTER II. GOVERNANCE OF THE COMPANY 

 

Section 1. Corporate decision-making bodies 

 

Article 20. Distribution of powers 

 

1.  The corporate decision-making bodies of the Company are the shareholders acting at a general 
shareholders’ meeting and the board of directors. 

 

2.  The general shareholders’ meeting has the power to decide on all matters assigned to it by the 
law or the bylaws. Specifically and merely by way of example, it has the following powers: 

 

(i)  To appoint and remove the directors and to ratify or revoke the interim appointments of 
such directors made by the board itself, as well as to examine and approve their 
performance; 

 

(ii)  To appoint and remove the auditors and liquidators; 

 

(iii)  To commence claims for liability against directors, liquidators and auditors; 

 

(iv) To approve, if appropriate, the annual accounts and corporate management and adopt 
resolutions on the allocation of results, as well as to approve, also if appropriate, the 
consolidated annual accounts; 

 

(v)  To adopt resolutions on the issuance of debentures or other fixed-income securities, any 
capital increase or reduction, the transformation, merger or splitoff, the overall 
assignment of assets and liabilities, the relocation of the registered office abroad and the 
dissolution of the Company and, in general, any amendment of the bylaws; 

 

(vi) To authorize the board of directors to increase the share capital, pursuant to the provisions 
of the Spanish Capital Corporations Law and of these bylaws; 

 

(vii)  To authorize the acquisition of the Company’s own stock; 
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(viii)  To decide on the exclusion or limitation of pre-emptive rights, without prejudice to the 
possibility of delegating this power to the directors as provided by law; 

 

(ix)  To decide upon matters submitted to the shareholders at the general shareholders’ 
meeting by resolution of the board of directors; 

 

(x)  To decide on the application of compensation systems consisting of the delivery of shares 
or rights thereto, as well as any other compensation system referenced to the value of the 
shares, regardless of who the beneficiary of such compensation systems may be; 

 

(xi)  To approve the subsidiarization or contribution to subsidiaries of the operating assets of 
the Company, thus turning the Company into a mere holding company; 

 

(xii)  To approve, if applicable, the acquisition or disposition of assets whenever, because of 
the quality and volume thereof, they entail an actual change of the corporate purpose; and 

 

(xiii)  To approve transactions whose effect is tantamount to the liquidation of the Company. 

 

3.  The powers not assigned by law or the bylaws to the shareholders acting at a general 
shareholders’ meeting shall be exercised by the board of directors. 

 

Section 2. General shareholders’ meeting 

 

Article 21. Regulations applicable to the general shareholders’ meeting 

 

1.  The shareholders acting at the general shareholders’ meeting are the sovereign decisionmaking 
body of the Company, and the resolutions adopted thereat bind all of the shareholders, including 
those who are absent, dissent, abstain from voting or do not have the right to vote, all without 
prejudice to the rights and actions granted to them by the law. 

 

2.  The general shareholders’ meeting shall be governed by the provisions of the bylaws and the 
law. The legal and bylaw regulation of the meeting shall be further developed and supplemented 
by the Rules and regulations for the general shareholders’ meeting, which shall contain detailed 
provisions regarding the call to meeting, the preparation of, provision of information prior to, 
attendance at and progress of the Meeting and the exercise of political rights by the shareholders 
thereat. The rules and regulations shall be approved by the shareholders at a meeting at the 
proposal of the board of directors. 
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Article 22. Types of general shareholders’ meetings 

 

1. General shareholders’ meetings may be ordinary or extraordinary. 

 

2.  The ordinary general shareholders’ meeting must be held within the first six months of each 
fiscal year in order for the shareholders to review corporate management, approve the annual 
accounts from the prior fiscal year, if appropriate, and resolve upon the allocation of profits or 
losses from such fiscal year, to approve, if appropriate, the consolidated annual accounts, 
without prejudice to their competence to deliberate and resolve on any other matter included in 
the agenda. An ordinary general shareholders’ meeting shall still be valid even if called or held 
outside of the applicable time period. 

 

3.  Any general shareholders’ meeting not provided for in the foregoing sub-section shall be 
deemed an extraordinary general shareholders’ meeting. 

 

4.  All general shareholders’ meetings, whether ordinary or extraordinary, shall be subject to the 
same rules regarding procedure and powers of the shareholders thereat. The foregoing shall be 
without prejudice to the specific rules for extraordinary general shareholders’ meetings 
established by law or the bylaws. 

 

Article 23. Power and duty to call a meeting 

 

1.  The board of directors must call a general shareholders’ meeting: 

 

(a)  When required pursuant to the provisions applicable to the ordinary general shareholders’ 
meeting as set forth in the preceding article. 

 

(b)  When so requested by shareholders holding at least five percent of share capital, and such 
request sets forth the matters to be addressed at the meeting; in such case, the general 
shareholders’ meeting must be called by the board of directors  to be held within two 
months of the date on which a notarial request for such purpose is submitted to the board. 

 

(c)  When it deems it appropriate in the interest of the Company. 

 

2. The board of directors shall prepare the agenda, which shall necessarily include the matters 
requested to be addressed. 

 

3. If the ordinary general shareholders’ meeting is not called within the statutory time period, it 
may be called, at the request of the shareholders and upon notice thereof being given to the 
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directors, by a judge of the place where the registered office is located, who shall also designate 
the person who is to preside over such Meeting. 

 

Article 24. Call of a general shareholders’ meeting 

 

1.  Notice of all types of meetings shall be given by means of a public announcement in the Official 
Bulletin of the Commercial Registry or in one of the more widely circulated newspapers in 
Spain, on the website of the National Securities Market Commission and on the Company’s 
website (www.santander.com), at least one month prior to the date set for the Meeting, except in 
those instances in which a different period is established by law 

 

2.  Shareholders representing at least five percent of the share capital may request the publication 
of a supplement to the call to meeting including one or more items in the agenda, so long as 
such new items are accompanied by a rationale or, if appropriate, by a substantiated proposal for 
a resolution. For such purposes, shareholders shall indicate the number of shares held or 
represented by them. This right must be exercised by means of verifiable notice that must be 
received at the registered office within five days of the publication of the call to Meeting. The 
supplement to the call shall be published at least fifteen days in advance of the date set for the 
meeting.In no event may this right be exercised in connection with the call to extraordinary 
general shareholders’ meetings. 

 

3.   An extraordinary general shareholders’ meeting may be called at least fifteen days in advance 
of the date set for such meeting by means of a prior resolution expressly adopted at an ordinary 
general shareholders’ meeting by shareholders representing at least two-thirds of the subscribed 
capital carrying voting rights. Such resolution shall not remain in effect beyond the date set for 
the holding of the next ordinary general shareholders’ meeting. 

 

Article 25. Establishment of the general shareholders’ meeting 

 

1.  The general shareholders’ meeting shall be validly established on first call if the shareholders 
present in person or by proxy hold at least twenty-five percent of the subscribed share capital 
carrying the right to vote. On second call, the meeting shall be validly established regardless of 
the capital in attendance. 

 

 However, if the shareholders are called upon to deliberate on amendments to the bylaws, 
including the increase and reduction of share capital, on the transformation, merger, split-off, 
the overall assignment of assets and liabilities, the relocation of the registered office abroad, on 
the issuance of debentures or on the exclusion or limitation of pre-emptive rights, the required 
quorum on first call shall be met by the attendance of shareholders representing at least fifty 
percent of the subscribed share capital with the right to vote. If a sufficient quorum is not 
available, the general meeting shall be held upon second call. 
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 When shareholders representing less than fifty percent of the subscribed share capital with the 
right to vote are in attendance, the resolutions mentioned in the preceding paragraph may only 
be validly adopted with the favorable vote of two-thirds of the share capital present or 
represented at the meeting. 

 

2.  Shareholders casting their vote from a distance shall be deemed present for the purposes of 
constituting a quorum for the meeting in question. 

 

3.  In the event that, in order to validly adopt a resolution regarding one or more of the items on the 
agenda for the general shareholders’ meeting, applicable law or these bylaws require the 
presence of a particular quorum and such quorum is not met, the agenda shall be reduced to 
such other items thereon as do not require such quorum in order for resolutions to be validly 
adopted. 

 

Article 26. Right to attend the Meeting 

 

1.  The holders of any number of shares registered in their name in the respective bookentry 
registry five days prior to the date on which the general shareholders’ meeting is to be held and 
who are current in the payment of pending subscriptions shall be entitled to attend general 
shareholders’ meetings. 

 

 In order to attend the general shareholders’ meeting, one must obtain the corresponding name-
bearing attendance card to be issued with reference to the list of shareholders having such right. 

 

2.  The directors must attend general shareholders’ meetings, but their attendance shall not be 
required for the meeting to be validly established. 

 

3.  The Chairman of the general shareholders’ meeting may give economic journalists and financial 
analysts access to the Meeting and, in general, may authorize the attendance of any person he 
deems fit. However, the shareholders may revoke any such authorization. 

 

4.  Shareholders having the right to attend may cast their vote regarding proposals relating to items 
included in the agenda for any kind of general shareholders’ meeting, pursuant to the provisions 
of Articles 33 and 34 of these bylaws. 

 

Article 27. Attendance at the general shareholders’ meeting by proxy 

 

1.  All shareholders having the right to attend the meeting may be represented at a general 
shareholders' meeting by giving their proxy to another person, even if such person is not a 
shareholder. The proxy shall be granted in writing or by electronic means. 
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2.  Proxies shall be granted specially for each meeting, except where the representative is the 
spouse or an ascendant or descendant of the shareholder giving the proxy, or where the proxy-
holder holds a general power of attorney executed as a public instrument with powers to manage 
the assets of the represented party in the Spanish territory. 

 

3.  If the directors or another person acting on behalf or in the interest of any of them have made a 
public solicitation for proxies, the director or other person obtaining such proxy may not 
exercise the voting rights attaching to the represented shares in connection with any items in 
respect of which the director or such other person is subject to a conflict of interest, and in any 
event in connection with decisions relating to (i) his appointment, re-election or ratification, 
removal, dismissal or withdrawal as director, (ii) the institution of a derivative action [acción 
social deresponsabilidad] against him, or (iii) the approval or ratification of transactions 
between the Company and the director in question, companies controlled or represented by him, 
or persons acting for his account. The foregoing provisions shall not apply to those cases in 
which a director has received precise voting instructions from the represented party with respect 
to each of the items submitted to the shareholders at the general shareholders’ meeting, as 
provided by the Spanish Capital Corporations Law.  

 

 In contemplation of the possibility that a conflict arises, a proxy may be granted to another 
person in the alternative. 

 

4.  If the proxy has been obtained by means of public solicitation, the document evidencing the 
proxy must contain or have the agenda attached thereto, as well as the solicitation of 
instructions for the exercise of voting rights and the way in which the proxy-holder will vote in 
the event that specific instructions are not given, subject in all cases to the provisions of the law. 

 

5.  When a proxy is granted or notified to the Company by remote means of communication, it 
shall only be deemed valid if the grant is made:  

 

a)  by hand-delivery or postal correspondence, sending the Company the duly signed and 
completed attendance and proxy card, or by other written means that, in the judgment of 
the board of directors recorded in a resolution adopted for such purpose, allows for due 
confirmation of the identity of the shareholder granting the proxy and of the 
representative being appointed, or 

 

b)  by electronic correspondence or communication with the Company, including an 
electronic copy of the attendance and proxy card; such electronic copy shall specify the 
representation being granted and the identity of the party represented, and shall include 
the electronic signature or other form of identification of the shareholder being 
represented, in accordance with the conditions set by the board of directors recorded in a 
resolution adopted for such purpose in order to ensure that this system of representation 
includes adequate assurances regarding authenticity and the identity of the shareholder 
represented. 
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6.  In order to be valid, a proxy granted or notified by any of the foregoing means of remote 
communication must be received by the Company before midnight of the third day prior to the 
date the shareholders’ meeting is to be held on first call. In the resolution approving the call to 
the meeting in question, the board of directors may reduce the required notice period, 
disseminating this information in the same manner as it disseminates the announcement of the 
call to meeting. Pursuant to the provisions of Article 34.5 below, the board may further develop 
the foregoing provisions regarding proxies granted by remote means of communication. 

 

7.  A proxy is always revocable. In order to be enforceable, the revocation of a proxy must be 
notified to the Company by complying with the same requirements established for notification 
of the appointment of a representative or otherwise result from application of the rules of 
priority among proxy-granting, distance voting and personal attendance at the meeting that are 
set forth in the respective announcement of the call to meeting. In particular, attendance at the 
shareholders’ meeting, whether physically or by casting a distance vote, shall entail the 
revocation of any proxy that may have been granted, regardless of the date thereof. A proxy 
shall also be rendered void by any transfer of shares of which the Company becomes aware. 

 

8.  The proxy may include items which, even if not included in the agenda, may be discussed at the 
shareholders’ meeting because the law so permits. If the proxy does not include such items, it 
shall be deemed that the shareholder granting the proxy instructs his representative to abstain 
when such items are put to the vote. 

 

Article 28. Place and time of the Meeting 

 

1.  The general shareholders’ meeting shall be held at the place indicated in the call to meeting, 
within the municipal area where the Company’s registered office is located. However, the 
meeting may be held at any other place within Spain if so resolved by the board of directors on 
occasion of the call to meeting. 

 

2.  The general shareholders’ meeting may be attended by going to the place where the meeting is 
to be held or, if applicable, to other places provided by the Company and indicated in the call to 
meeting, and which are connected therewith by video conference systems that allow recognition 
and identification of the parties attending, permanent communication among the attendees 
regardless of their location, and participation and voting. The principal place of the meeting 
must be located in the municipal area of the Company’s registered office, but supplemental 
locations need not be so located. For all purposes relating to the general shareholders’ meeting, 
attendees at any of the sites shall be deemed attendees at the same individual meeting. The 
meeting shall be deemed to be held at the principal location thereof. 

3.  If the place of the meeting is not specified in the call to meeting, it shall be deemed that it will 
be held at the registered office. 

 

Article 29. Presiding committee of the general shareholders’ meeting 
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1.  The Presiding Committee (Mesa) of the general shareholders’ meeting shall be comprised of its 
chairman and secretary. 

 

2.  The chairman of the board of directors or, in his absence, the vice chairman serving in his stead 
pursuant to Article 44, and in the absence of both the chairman and the vice chairman, the 
director designated by the board of directors, shall preside over general shareholders’ meetings. 

 

3.  The chairman shall be assisted by the secretary for the meeting. The secretary of the board of 
directors shall serve as secretary for the general shareholders’ meeting. In the event of absence, 
impossibility to act or vacancy of the secretary, the vice secretary shall serve in his stead, and in 
the absence of the vice secretary, the director designated by the board itself shall act as 
secretary. 

 

4.  The chairman shall declare the existence of a valid quorum for the shareholders’ meeting, direct 
the debate, resolve any questions that may arise in connection with the agenda, end the debate 
when he deems that an issue has been sufficiently discussed, and in general, exercise all powers 
necessary for the proper organization and progress of the general shareholders’ meeting. 

 

Article 30. List of attendees 

 

1.  Before the agenda is taken up, the list of attendees shall be prepared, setting forth the name of 
the shareholders present and that of the shareholders represented and their proxies, as well as 
the number of shares they hold. 

 

 For purposes of a quorum, non-voting shares shall only be counted in the specific cases 
established in the Spanish Capital Corporations Law. 

 

2.  The list of attendees may also be prepared by means of a file or be supported by computer 
media. In such cases, the means used shall be set forth in the minutes, and the sealed cover of 
the file or media shall show the appropriate identification procedure signed by the secretary 
with the approval of the chairman. 

 

3.  At the end of the list, the number of shareholders present in person and by proxy shall be 
determined, indicating separately those who have voted from a distance, as well as the amount 
of share capital they hold, specifying the capital represented by shareholders with voting rights. 

 

4.  During the meeting, any shareholder entitled to attend the shareholders’ meeting may consult 
the list of attendees, provided, however, that such request shall not require delaying or 
postponing the meeting once the chairman has called it to order and that the chairman shall not 
be required to read the list or provide copies thereof. 
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Article 31. Right to receive information 

 

1.  From the same date of publication of the call to the general shareholders’ meeting through and 
including the seventh day prior to the date provided for the Meeting to be held on first call, the 
shareholders may request in writing such information or clarifications as they deem are 
required, or ask written questions that they deem pertinent, regarding the matters contained in 
the agenda. 

 

 In addition, upon the same prior notice and in the same manner, the shareholders may request in 
writing such clarifications as they deem are necessary regarding information accessible to the 
public which has been provided by the Company to the National Securities Market Commission 
since the holding of the last general shareholders’ meeting, and regarding the report submitted 
by the Company’s auditor. 

 

 In the case of the ordinary general shareholders’ meeting and in such other cases as are 
established by law, the notice of the call to meeting shall contain appropriate information with 
respect to the right to examine at the Bank’s registered office, and to obtain immediately and 
free of charge, the documents to be submitted for approval by the shareholders acting at the 
meeting and any reports required by the law. 

 

2.  During the course of the general shareholders’ meeting, all shareholders may verbally request 
information or clarifications that they deem are necessary regarding the matters contained in the 
agenda or request clarifications regarding information accessible to the public which has been 
provided by the Company to the National Securities Market Commission since the holding of 
the last general shareholders’ meeting and regarding the report submitted by the Company’s 
auditor. 

 

3.  The directors shall be required to provide the information requested under the provisions of the 
two preceding sub-sections in the manner and within the periods provided by the law, except in 
those cases in which it is legally inadmissible and, in particular, when, prior to specific 
questions being asked by the shareholders, the information requested has been clearly and 
directly made available to all shareholders in question-and-answer format on the Company’s 
website, or when the chairman believes that the publication of such information may prejudice 
the corporate interest. This last exception shall not apply when the request is supported by 
shareholders representing at least one-fourth of the share capital. 

 

Article 32. Deliberations at the general shareholders’ meeting 

 

1.  Once the list of attendees has been prepared, the chairman shall, if appropriate, declare the 
general shareholders’ meeting to be validly established and shall determine whether the 
shareholders at the Meeting may address all of the matters included in the agenda or should 
instead limit themselves to addressing some of them. 
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2.  The chairman shall call the meeting to order, submit to a debate the matters included in the 
agenda, and direct the debate in a manner such that the meeting progresses in an orderly 
fashion, pursuant to the provisions of the rules and regulations for the general shareholders’ 
meeting and other applicable regulations. 

 

3.  Once a matter has been sufficiently debated, the chairman shall submit it to a vote. 

 

Article 33. Voting 

 

1.  Each item on the agenda shall be separately submitted to a vote. 

 

2.  As a general rule, and without prejudice to the possibility of using other alternative means as 
determined by the chairman, the voting on the proposed resolutions referred to in the preceding 
sub-section shall be carried out in accordance with the voting procedure contemplated in the 
rules and regulations for the general shareholders’ meeting and other applicable regulations. 

 

Article 34. Distance voting 

 

1.  Shareholders entitled to attend and to vote may cast their vote on proposals relating to items on 
the agenda for any general shareholders’ meeting by the following means: 

 

(i)  by hand-delivery or postal correspondence, sending the Company the duly signed 
attendance and voting card (together with the ballot form, if any, provided by the 
company), or other written means that, in the judgment of the board of directors recorded 
in a resolution adopted for such purpose, allows for the due verification of the identity of 
the shareholder exercising his voting rights; or 

 

(ii)  by electronic correspondence or communication with the Company, which shall include 
an electronic copy of the attendance and voting card (together with the ballot form, if any, 
provided by the Company); such electronic copy shall include the shareholder’s 
electronic signature or other form of identification of the shareholder, in accordance with 
the conditions set by the board of directors recorded in a resolution adopted for such 
purpose to ensure that this voting system includes adequate assurances regarding 
authenticity and the identity of the shareholder exercising his vote. 

 

2.  In order to be valid, a vote cast by any of the aforementioned means must be received by the 
Company before midnight on the third day prior to the date the shareholders’ meeting is to be 
held on first call. Otherwise, the vote shall be deemed not to have been cast. The board of 
directors may reduce the required notice period, disseminating this information in the same 
manner as it disseminates the announcement of the call to meeting. 



 33/50 

 

3.  Shareholders casting their vote from a distance pursuant to the provisions of this article shall be 
deemed present for the purposes of constituting a quorum for the general shareholders’ meeting 
in question. Therefore, any proxies granted prior to the casting of such vote shall be deemed 
revoked and any such proxies thereafter granted shall be deemed not to have been granted. 

 

4.  Any vote cast from a distance as set forth in this article shall be rendered void by physical 
attendance at the Meeting by the shareholder who cast such vote or by a transfer of shares of 
which the Company becomes aware. 

 

5.  The board of directors may expand upon the foregoing provisions, establishing such 
instructions, rules, means and procedures to document the casting of votes and grant of proxies 
by remote means of communication as may be appropriate, in accordance with the state of 
technology and conforming to any regulations issued in this regard and to the provisions of 
these bylaws. 

 

 Furthermore, in order to prevent potential deception, the board of directors may take any 
measures required to ensure that anyone who has cast a distance vote or granted a proxy is duly 
empowered to do so pursuant to the provisions of these bylaws. 

 

 Any implementing rules adopted by the board of directors pursuant to the provisions hereof 
shall be published on the Company’s website. 

 

6.  Remote attendance at the shareholders’ meeting via simultaneous teleconference and the casting 
of a remote, electronic vote shall be governed by the rules and regulations for the general 
meeting. 

 

 The rules and regulations for the general meeting may give the board of directors the power to 
set regulations regarding all required procedural aspects, including, among other issues, how 
early a shareholder must connect in order to be deemed present, the procedure and rules 
applicable for shareholders attending remotely to exercise their rights, the length of the period, 
if any, prior to the meeting within which those who will attend by means of data transmission 
must send their participation statements and proposed resolutions, the identification that may be 
required of such remote attendees, and their impact on how the list of attendees is compiled, all 
in compliance with the Law, the bylaws and the rules and regulations for the general 
shareholders’ meeting. 

 

Article 35. Approval of resolutions 

 

1.  The majority required to approve a resolution shall be obtained with the favorable vote of one-
half plus one of the voting shares present or represented at the general shareholders’ meeting. 



 34/50 

Excepted from the foregoing shall be those instances in which the law or these bylaws require a 
greater majority. 

 

2.  The attendees at the general shareholders’ meeting shall have one vote for each share which 
they hold or represent. Non-voting shares shall have the right to vote in the specific cases laid 
down in the Spanish Capital Corporations Law. 

 

Article 36. Minutes of the meeting 

 

1.  The secretary for the meeting shall draw up the minutes of the meeting, which, once approved, 
shall be recorded in the corresponding minute book. 

 

2.  The minutes of the meeting may be approved by the shareholders after the meeting has been 
held, or otherwise within a period of fifteen days by the chairman and two inspectors, one on 
behalf of the majority and the other on behalf of the minority. 

 

3.  The board of directors may request the presence of a notary to draw up minutes of the meeting. 

 

4.  The rules and regulations for the general shareholders’ meeting may require that the minutes of 
the general shareholders’ meeting be notarized in all cases. 

 

5.  The secretary, and if applicable, the vice secretary, with the approval of the chairman, or if 
applicable, of the vice chairman acting in his stead, shall have the power to issue certifications 
of the minutes of the meetings and of the resolutions adopted by the shareholders thereat. 

 

6.  Any shareholder that has voted against a particular resolution shall be entitled to have its 
opposition to the resolution adopted recorded in the minutes of the general shareholders’ 
meeting. 

 

Section 3. The board of directors 

 

Article 37. Structure of the board of directors 

 

1.  The Company shall be managed by a board of directors. 

 

2.  The board of directors shall be governed by such legal provisions as are applicable thereto and 
by these bylaws. In addition, the board shall approve a set of rules and regulations of the board 
of directors, which shall contain rules of operation and internal organization by way of further 
development of the aforementioned legal and bylaw provisions. The shareholders at a general 
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shareholders' meeting shall be informed of the approval of the rules and regulations of the board 
of directors and of any subsequent amendments thereto. 

 

Article 38. Management and supervisory powers 

 

1.  The board of directors has the widest powers to manage the company, and except for those 
matters exclusively within the purview of the shareholders at a general shareholders' meeting, is 
the highest decision-making body of the company.  

 

2.  Notwithstanding the foregoing, the board shall exercise, without the power of delegation, such 
powers as are reserved for it by law, as well as such other powers as are required for a 
responsible discharge of the general duty of supervision. 

 

3.  The rules and regulations of the board shall set forth a detailed description of the responsibilities 
reserved for the board of directors. 

 

Article 39. Powers of representation 

 

1.  The power to represent the company, in court and out of court, is vested in the board of 
directors acting collectively. 

 

2.  The chairman of the board also has the power to represent the company. 

 

3.  The secretary of the board and the vice secretary, if any, have the necessary representative 
powers to convert into public instruments the resolutions adopted by the shareholders at a 
general shareholders’ meeting and the resolutions of the board and to apply for registration 
thereof. 

 

4.  The provisions of this article are without prejudice to any other powers of attorney, whether 
general or special, that may be granted. 

 

Article 40. Creation of shareholder value 

 

1.  The board of directors and its representative decision-making bodies shall exercise their powers 
and, in general, perform their duties with a view to maximizing the value of the company in the 
interest of the shareholders. 

 

2.  Additionally, the board shall ensure that the Company faithfully complies with applicable law, 
respects the uses and good practices of the industries or countries where it carries out its 
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activities and observes the additional principles of social responsibility that it has voluntarily 
accepted. 

 

Article 41. Quantitative composition of the board 

 

1.  The board of directors shall be composed of not less than fourteen and not more than twenty-
two members, appointed by the shareholders acting at a general shareholders' meeting. 

 

2.  It falls upon the shareholders at a general shareholders’ meeting to set the number of members 
of the board within the aforementioned range. Such number may be set indirectly by the 
resolutions adopted by the shareholders at a general shareholders' meeting whereby directors are 
appointed or their appointment is revoked. 

 

Article 42. Qualitative composition of the board 

 

1.  The shareholders at the general shareholders’ meeting shall endeavor to ensure that the board of 
directors is made up such that external or non-executive directors represent a large majority 
over executive directors, and that a reasonable number of the former are independent directors. 
The shareholders at the general shareholders’ meeting shall likewise endeavor to ensure that 
independent directors represent at least one-third of the total number of directors. 

 

2.  The provisions of the preceding paragraph do not affect the sovereignty of the shareholders 
acting at the general shareholders’ meeting or detract from the effectiveness of the proportional 
system, which shall be mandatory whenever there is a voting trust pursuant to the provisions of 
the Spanish Capital Corporations Law. 

 

3.  For purposes of these bylaws, the terms external director, proprietary director, independent 
director and executive director shall have the meaning ascribed to such terms in these bylaws or 
in the rules and regulations of the board of directors. 

 

 

Article 43. Chairman of the board 

 

1.  The chairman of the board shall be chosen from among its members. 

 

2.  The chairman of the board shall call board of directors’ meetings and direct debate thereat. 

 

Article 44. Vice chairman of the board 
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1.  The board shall also designate one or more vice chairmen who, if more than one, shall be 
numbered consecutively. 

 

2.  The vice chairman or vice chairmen, in the established numerical sequence, and in the their 
absence, the appropriate director according to a numerical sequence established by the board of 
directors, shall replace the chairman in the event of absence or impossibility to act or illness. 

 

Article 45. Secretary of the board 

 

1.  The secretary of the board of directors shall always be the general secretary of the company. 

 

2.  The secretary shall ensure the formal and substantive legality of all action taken by the board, 
ensure observance of the good governance recommendations adopted by the company and 
ensure that governance procedures and rules are observed and regularly reviewed. 

 

3.  The board of directors may appoint a vice secretary in order that he shall assist the secretary of 
the board of directors or replace him in the event of absence, impossibility to act or illness. 

 

4.  In the event of absence or impossibility to act, the secretary and the vice secretary of the board 
may be replaced by the director appointed by the board itself from among the directors present 
at the meeting in question. The board may also resolve that any employee of the company act as 
such interim replacement. 

 

5.  The general secretary shall also be the secretary of all the committees of the board. 

 

Article 46. Meetings of the board of directors 

 

1.  The board shall meet with the frequency required for the proper performance of its duties, and 
shall be called to meeting by the chairman. The chairman shall call board meetings on his own 
initiative or at the request of at least three directors. 

 

2.  The agenda shall be approved by the board at the meeting itself. Any board member may 
propose the inclusion of any other item not included in the draft agenda proposed by the 
chairman to the board. 

 

3.  Any person invited by the chairman may attend board meetings. 
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Article 47. Conduct of the meetings 

 

1.  Meetings of the board shall be validly held when more than one-half of its members are present 
in person or by proxy. 

 

2.  When unable to attend in person, the directors may grant a proxy to another director, for each 
meeting and in writing, in order that the latter shall represent them at the meeting for all 
purposes. 

 

3.  Board meetings may be held in several rooms at the same time, provided interactivity and 
intercommunication among them in real time is ensured by audiovisual means or by telephone 
and the concurrent holding of the meeting at all such rooms is thereby ensured. In such case, the 
connection system and, if applicable, the places where the technical means required to attend 
and participate in the meeting are available shall be set forth in the call to meeting. Resolutions 
shall be deemed to have been adopted at the place where the chairman is. 

 

4. On an exceptional basis, and provided no director is opposed thereto, the board may also act in 
writing and without a meeting. In this latter case, the directors may cast their votes and make 
such comments as they wish to have recorded in the minutes by e-mail. 

 

5.  Except in those cases in which a greater majority is specifically required pursuant to a provision 
of the law, the bylaws or the rules and regulations of the board, resolutions shall be adopted by 
an absolute majority of the directors present in person or by proxy. The chairman shall have a 
tie-breaking vote. 

 

6.  All resolutions adopted by the board of directors shall be recorded in minutes authorized under 
the signature of the chairman and the secretary. Board of directors’ resolutions shall be 
evidenced by means of a certificate issued by the secretary of the board or by the vice secretary, 
as the case may be, with the approval of the chairman or the vice chairman, as applicable. 

 

7.  Any of the chairman, the vice chairman or vice chairmen, the managing director(s) and the 
secretary of the board, acting severally, shall have standing powers to have the resolutions of the 
board of directors converted into a public instrument, all without prejudice to the express 
authorizations established in applicable laws and regulations. 

 

Section 4. Delegation of the powers by the board 

 

Article 48. The executive chairman 

 

1.  The chairman of the board of directors shall have the status of executive chairman of the Bank 
and shall be considered as the highest executive in the Company, vested with such powers as are 
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required to hold office in such capacity. Considering his particular status, the executive 
chairman shall have the following powers and duties, among others set forth in these bylaws or 
in the rules and regulations of the board: 

 

a)  To ensure that the bylaws are fully complied with and that the resolutions adopted at the 
general shareholders’ meeting and by the board of directors are duly carried out. 

 

b)  To be responsible for the overall inspection of the Bank and all services thereof. 

 

c)  To hold discussions with the managing director and the general managers in order to 
inform himself of the progress of the business.  

 

2. The board of directors shall delegate to the chairman all its powers, except for those that are 
legally non-delegable or that may not be delegated pursuant to the provisions of these bylaws or 
the rules and regulations of the board. 

 

3.  The chairman shall be appointed to hold office for an indefinite period and shall require the 
favorable vote of two-thirds of the members of the board. 

 

Article 49. Other managing directors 

 

1.  Regardless of the provisions of the preceding article, the board may appoint from among its 
members one or more managing directors, granting them such powers as it deems appropriate. 
The powers which the law, these bylaws or the rules and regulations of the board reserve for the 
board sitting as a full body may under no circumstances be delegated. 

 

2.  The assignment to the chairman and to any other member of the board of executive standing 
powers, either general or relating to an specific sector, other than the supervisory and collective 
decision-making powers inherent in the position of director may be made by organic delegation, 
by means of general powers of attorney or through other types of agreements and shall be 
approved by a two-thirds majority of the board. The members of the board to whom such 
powers are delegated shall be deemed to be executive directors. 

 

 The resolution whereby such powers are assigned or delegated shall determine the scope of the 
powers granted to the executive director, the compensation he is to receive and all other terms 
and conditions of the relationship, which shall be included in the respective contract. 

 

Article 50. Committees of the board of directors 
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1.  Without prejudice to such powers as may be delegated individually to the chairman or any other 
director and to the power of the board of directors to establish committees for each specific area 
of business, the board of directors shall establish an executive committee, to which general 
decision-making powers shall be delegated, and a risk committee, to which powers shall be 
delegated primarily in connection with risks. 

 

2.  The board may also establish committees with supervisory, reporting, advisory and proposal-
making powers in connection with the matters within their scope of authority, and must in any 
event establish an audit and compliance committee and an appointments and remuneration 
committee. 

 

3.  To the extent not provided for in these bylaws, the operation of the committees of the board 
shall be governed by the provisions of the rules and regulations of the board. 

 

 

 

Section 5. Committees of the board of directors 

 

Article 51. Executive committee 

 

1.  The executive committee shall consist of a minimum of five and a maximum of twelve 
directors. The chairman of the board of directors shall also be the chairman of the executive 
committee. 

 

2.  Any permanent delegation of powers to the executive committee and all resolutions adopted for 
the appointment of its members shall require the favorable vote of not less than two-thirds of the 
members of the board of directors. 3. The permanent delegation of powers by the board of 
directors to the executive committee shall include all of the powers of the board, except for 
those which cannot legally be delegated or which may not be delegated pursuant to the 
provisions of these bylaws or of the rules and regulations of the board. 

 

4.  The executive committee shall meet as many times as it is called to meeting by its chairman or 
by the vice chairman replacing him. 

 

5.  The executive committee shall report to the board of directors on the affairs discussed and the 
decisions made at its meetings and shall make available to the members of the board a copy of 
the minutes of such meetings. 

 

Article 52. Risk committee 
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1.  The board of directors shall establish a risk committee, which shall be executive in nature, to 
which risk management powers shall be entrusted. 

 

2.  The risk committee shall be composed of a minimum of four and a maximum of six directors. 

 

3.  The rules and regulations of the board shall govern the composition, operation and powers of 
the risk committee. 

 

4.  The delegation of powers to the risk committee and the resolutions appointing the members 
thereof shall require the affirmative vote of not less than two-thirds of the members of the 
board. 

 

Article 53. Audit and compliance committee 

 

1.  The audit and compliance committee shall consist of a minimum of three directors and a 
maximum of seven, all of whom shall be external or non-executive, with independent directors 
having majority representation. 

 

2.  The members of the audit and compliance committee shall be appointed by the board of 
directors, taking into account the directors’ knowledge, skills and experience in the areas of 
accounting, auditing or risk management. 

 

3.  The audit and compliance committee must in all events be presided over by an independent 
director, who shall also be knowledgeable about and experienced in matters of accounting, 
auditing or risk management. The chairman of the audit and compliance committee shall be 
replaced every four years, and may be re-elected once after the passage of one year from the 
date on which his term of office expired. 

 

4.  The audit and compliance committee shall have at least the following powers and duties: 

 

(i)  Have its chairman and/or secretary report to the general shareholders’ meeting with 
respect to matters raised therein by shareholders regarding its powers. 

 

(ii)  Supervise the effectiveness of the Bank’s internal control, the internal audit and the risk 
management systems, and discuss with the auditor any significant weaknesses detected in 
the internal control system during the conduct of the audit. 

(iii)  Supervise the process of preparation and submission of regulated financial information.  
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(iv)  Propose to the board of directors, for submission by it to the shareholders at the general 
shareholders’ meeting the appointment of the auditor, pursuant to the rules and 
regulations applicable to the Company. 

 

(v)  Establish appropriate relationships with the auditor to receive information on those issues 
that might jeopardize the independence thereof, for examination by the audit and 
compliance committee, and on any other issues relating to the financial statements audit 
process, as well as maintain such other communication as is provided for in legislation 
regarding the auditing of financial statements and in technical auditing regulations. 

 

 In any event, the audit and compliance committee shall receive annually from the auditor 
written confirmation of its independence in relation to the Company or to entities directly 
or indirectly related thereto, as well as information regarding additional services of any 
kind provided to such entities by the auditor or by persons or entities related thereto, 
pursuant to the provisions of Law 19/1988, of 12 July, on Audit of Financial Statements. 

 

(vi)  Issue, on an annual basis and prior to the issuance of the auditor’s report, a report stating 
an opinion on the independence of the auditor. Such report shall, in all cases, contain an 
opinion regarding the provision of the additional services mentioned in subsection (v) 
above. 

 

5.  The audit and compliance committee shall meet as many times as it is called to meeting upon 
resolution made by the committee itself or by the chairman thereof, and at least four times per 
year. Any member of the management team or of the Company’s personnel shall, when so 
required, attend the meetings of the audit and compliance committee, provide it with his 
cooperation and make available to it such information as he may have in his possession. The 
audit and compliance committee may also require that the auditor attend such meetings. One of 
its meetings shall be devoted to evaluating the efficiency of and compliance with the rules and 
procedures for governance of the Company and preparing the information that the board is to 
approve and include in the annual public documents. 

 

6.  Meetings of the audit and compliance committee shall be validly held when at least one half of 
its members are present in person or by proxy. The committee shall adopt its resolutions upon a 
majority vote of those present in person or by proxy. In the event of a tie, the chairman of the 
committee shall have a tie-breaking vote. The committee members may grant a proxy to another 
member. The resolutions of the audit and compliance committee shall be recorded in a minute 
book, and every one of such minutes shall be signed by the chairman and the secretary. 

 

7.  The rules and regulations of the board shall further develop the rules applicable to the audit and 
compliance committee established in this article. 

 

Article 54. Appointments and remuneration committee 
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1.  An appointments and remuneration committee shall be established and entrusted with general 
proposal-making and reporting powers on matters relating to compensation, appointment and 
withdrawal of directors. 

 

2.  The appointments and remuneration committee shall be composed of a minimum of three 
directors and a maximum of seven, all of whom shall be external or non-executive directors, 
with independent directors having majority representation.  

 

3.  The members of the appointments and remuneration committee shall be appointed by the board 
of directors taking into account the directors’ knowledge, skills and experience and the 
responsibilities of the committee. 

 

4.  The appointments and remuneration committee must in all events be presided over by an 
independent director. 

 

5.  The rules and regulations of the board of directors shall govern the composition, operation and 
powers and duties of the appointments and remuneration committee. 

 

Section 6. Status of Directors 

 

Article 55. Term of office 

 

1.  One-third of the board shall be renewed every year, following the order established by the 
length of service on the board, according to the date and order of the respective appointment. 
This means that the term of office of directors shall be of three years. Outgoing directors may be 
re-elected. 

 

2.  The directors who have been designated by interim appointment to fill vacancies may be ratified 
in their position at the first general shareholders’ meeting that is held following such 
designation. 

 

3.  A director who ends his term of office or, for any other reason, ceases to act as such, shall, for a 
term of two years, be barred from serving in another entity that is a competitor of the company. 

 

 The board of directors, may, if it deems it appropriate, relieve the outgoing director from this 
restriction or reduce it to a lesser period. 

 

Article 56. Withdrawal of directors 
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1.  Directors shall cease to hold office upon the expiration of the term of office for which they have 
been appointed, and when it is so resolved by the shareholders at the general shareholders’ 
meeting in the exercise of the powers granted to them. In the first case, such withdrawal from 
office shall take effect on the date of the first general shareholders’ meeting following the date 
of expiration of the term of office for which they were appointed, or upon expiration of the 
statutory period for calling the general shareholders’ meeting that is to resolve on the approval 
of the financial statements for the prior fiscal year. 

 

2.  The directors shall tender their resignation to the board of directors and formally resign from 
their position if the board, upon the prior report of the appointments and remuneration 
committee, deems it appropriate, in those cases that might adversely affect the operation of the 
board or the credit and reputation of the Company and, particularly, when they are prevented by 
any legal prohibition against or incompatibility with holding such office. 

 

Article 57. Liability of directors 

 

1.  The directors shall be liable to the Company, to the shareholders, and to the Company’s 
creditors for any damage they may cause by acts or omissions contrary to law or to the bylaws 
or by any acts or omissions contrary to the duties inherent in the exercise of their office.  

 

2.  All the members of the board of directors that carried out such act or adopted the prejudicial 
resolution shall be jointly and severally liable, except for those members who can prove that, 
not having participated in the adoption and execution of such act or resolution, they were 
unaware of its existence, or, if aware of it, did all that was appropriate to avoid the damage 
caused, or at least expressly opposed it. 

 

3.  Under no circumstances shall the fact that the prejudicial act or resolution was approved, 
authorized or ratified by the shareholders at the general shareholders’ meeting be considered 
grounds for a release from liability. 

 

Article 58. Compensation of directors 

 

1.  The directors shall be entitled to receive compensation for performing the duties entrusted to 
them by reason of their appointment as mere members of the board of directors by the 
shareholders at the general shareholders’ meeting or by the board itself exercising its power to 
make interim appointments to fill vacancies. 

 

2.  The compensation referred to in the preceding paragraph shall be paid as a share in profits and 
bylaw-mandated compensation, and shall have two components: (a) an annual amount and (b) 
attendance fees. Attendance fees shall be paid in advance on account of the profits for the fiscal 
year. 
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 The specific amount payable for the above-mentioned items to each of the directors shall be 
determined by the board of directors. For such purpose, it shall take into consideration the 
positions held by each director on the board and their membership in and attendance at the 
meetings of the various committees. 

 

 The aggregate amount of the compensation established in this sub-section shall be equal to one 
percent of the profit of the Company for the fiscal year, provided, however, that the board may 
resolve that such percentage be reduced in those years in which it so deems justified. 

3.  In addition to the compensation systems set forth in the preceding paragraphs, the directors shall 
be entitled to receive compensation by means of the delivery of shares or option rights thereon, 
or by any other compensation system referenced to the value of shares, provided the application 
of such compensation systems is previously approved by the shareholders at the general 
shareholders’ meeting. Such resolution shall determine, as the case may be, the number of 
shares to be delivered, the exercise price of the options, the value of the shares used as a 
reference and the duration of such compensation system. 

 

4.  Independently of the provisions of the preceding paragraphs, the directors shall also be entitled 
to receive such other compensation (salaries, incentives, bonuses, pensions, insurance and 
severance payments) as, following a proposal made by the appointments and remuneration 
committee and upon resolution by the board of directors, may be considered appropriate in 
consideration for the performance of other duties in the Company, whether they are the duties of 
an executive director or otherwise, other than the duties of supervision and collective decision-
making that they discharge in their capacity as members of the board. 

 

5.  The Company shall take out liability insurance for its directors on such terms as are customary 
and commensurate with the circumstances of the Company itself. 

 

Article 59. Transparency of the director compensation system 

 

1.  The board of directors shall, on an annual basis, approve a report on the director compensation 
policy, which shall include complete, clear and understandable information regarding (i) the 
overall summary of the application of such policy during the last fiscal year, including a 
breakdown of the individual compensation accrued by each director during such fiscal year, (ii) 
the policy approved by the board for the current year and (iii) the policy, if any, planned for 
future years. This report shall be made available to the shareholders when the ordinary general 
shareholders’ meeting is called and shall be submitted to a consultative vote thereof as a 
separate item on the agenda. The contents of the report shall be governed by the provisions of 
the rules and regulations of the board. 

 

2.  In the annual report, the board shall set forth, on an individual basis, the compensation received 
by each director, specifying the amounts corresponding to each compensation item. It shall also 
set forth therein, on an individual basis and for each item of compensation, the compensation 
payable, pursuant to Articles 49 and 58.4, for the performance of executive duties entrusted to 
the executive directors of the Company. 
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Section 7. Corporate governance report and website 

 

Article 60. Annual corporate governance report 

 

1.  The board of directors shall prepare an annual corporate governance report which shall 
specifically focus on (i) the level of compliance with the good governance recommendations set 
forth in the official reports; (ii) the conduct of the general shareholders’ meeting and 
proceedings therein; (iii) related-party transactions and intragroup transactions; (iv) the 
ownership structure of the Company; (v) the management structure of the Company; and (vi) 
risk control systems. 

 

2.  The annual corporate governance report shall be made available to the shareholders on the 
Company’s website no later than the date of publication of the call to the ordinary general 
shareholders’ meeting that is to review the annual accounts for the fiscal year to which such 
report refers. 

 

Article 61. Website. 

 

1.  The Company shall have a website (www.santander.com) through which it shall report to its 
shareholders, investors and the market at large the relevant or significant events that occur in 
connection with the Company. 

 

2.  The board of directors may approve the amendment, removal or relocation of the website. The 
amendment, removal or relocation resolution shall be registered with the Commercial Registry 
and published in the Official Gazette of the Commercial Registry, as well as on the amended, 
removed or relocated website for thirty days following insertion of the resolution in the Official 
Gazette of the Commercial Registry. 

 

3. Without prejudice to any additional documentation required by applicable regulations, the 
Company’s website shall include at least the information and documents set forth in the rules 
and regulations of the board. 

 

4.  On occasion of the call to general shareholders’ meetings, an electronic shareholders’ forum 
shall be enabled for use on the Company’s website, to which both individual shareholders and 
any voluntary associations that they may create as provided by law will have access, with all 
due assurances, in order to facilitate their communication prior to the holding of general 
shareholders’ meetings. The regulations for the electronic shareholders’ forum may be further 
developed by the rules and regulations for the general shareholders’ meeting, which, in turn, 
may entrust to the board of directors the regulation of all required procedural aspects. 
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CHAPTER III. OTHER PROVISIONS 

 

Section 1. Annual accounts 

 

Article 62. Submission of the annual accounts 

  

1.  The company’s fiscal year shall coincide with the calendar year, commencing on 1 January and 
ending on 31 December of each year. 

 

2.  Within a maximum period of three months from the closing date of each fiscal year, the board 
of directors shall draft the annual accounts, which shall include the balance sheet, the profit and 
loss statement, the annual report to the accounts, the statement of changes in the shareholders’ 
equity and the statement of cash flows, the management report and the proposed allocation of 
profits or losses, and, if applicable, the consolidated accounts and management report. 

 

3. The board of directors shall use its best efforts to prepare the accounts such that there is no 
room for qualifications by the auditor. However, when the board believes that its opinion must 
prevail, it shall provide a public explanation, through the chairman of the audit and compliance 
committee, of the content and scope of the discrepancy, and shall also endeavor to ensure that 
the auditor likewise discloses its considerations in this regard. 

 

4.  The annual accounts and the management report of the Company shall be reviewed by the 
auditors appointed by the shareholders at the general shareholders’ meeting prior to the end of 
the fiscal year to be audited, for a specified term which may not be less than three years or 
greater than nine, from the date of the beginning of the first fiscal year to be audited. The 
auditors may be re-elected by the shareholders at the general shareholders’ meeting for 
maximum terms of three years following the expiration of the original term. 

 

Article 63. Approval of the accounts and allocation of results 

 

1.  The annual accounts shall be submitted to the shareholders for approval at the general 
shareholders’ meeting. 

 

2.  Once the annual accounts have been approved, the shareholders at the general shareholders’ 
meeting shall resolve on the allocation of the results for the fiscal year. 

 

3.  Dividends may only be distributed out of the earnings for the fiscal year or with a charge to 
unappropriated reserves, once the payments required by the law and these bylaws have been 
made and provided the shareholders’ equity disclosed in the accounts is not or, as a result of the 
distribution, is not reduced to less than the share capital. If there are any losses from prior fiscal 
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years that reduce the Company’s shareholders’ equity below the amount of the share capital, the 
earnings shall be used to offset such losses. 

 

4.  The shareholders at the general shareholders’ meeting shall decide the amount, time and form of 
payment of the dividends, which shall be distributed among the shareholders in proportion to 
their paid-up capital. 

 

5.  The shareholders at the general shareholders’ meeting and the board of directors may make 
resolutions as to the distribution of interim dividends, subject to such limitations and in 
compliance with such requirements as are established by the law. 

 

Article 64. Dividends in kind 

 

The shareholders at the general shareholders’ meeting may resolve that dividends be paid in 

kind in whole or in part, provided that: 

 

(i)  the property or securities to be distributed are of the same nature; 

 

(ii)  they have been admitted to listing on an official market as of the effective date of the resolution, 
or liquidity is duly guaranteed by the Company within a maximum period of one year; and 

 

(iii)  they are not distributed for a value that is lower than the value at which they are recorded on the 
Company’s balance sheet. 

 

Article 65. Deposit of the annual accounts 

 

Within the month following the approval of the annual accounts, the board of directors shall file with 
the commercial registry of the place where the registered office of the Bank is located, for deposit, a 
certificate setting forth the resolutions adopted at the general shareholders’ meeting approving the 
annual accounts and setting forth the allocation of results. It shall also attach to such certificate a copy 
of each of such accounts as well as of the management report, if applicable, and of the auditors’ report. 

 

Section 2. Dissolution and liquidation of the Company 

 

Article 66. Dissolution of the Company 

 

The Company shall be dissolved in the instances and subject to the requirements established by 
applicable law. 
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Article 67. Liquidators 

 

1.  Once the Company has been dissolved, all of the members of the board of directors whose 
appointment is current and registered with the commercial registry shall become liquidators by 
operation of law, unless the shareholders acting at a general shareholders’ meeting have 
appointed other liquidators in the resolution providing for the dissolution of the Company. 

 

2.  If there is not an odd number of directors, the youngest director shall not act as liquidator. 

 

Article 68. Representation of the dissolved Company 

 

In the event of dissolution of the Company, each of the liquidators acting jointly and severally shall 
have the power to represent it. 

 

Article 69. Supervening assets and liabilities 

 

1.  If corporate property appears after the entries relating to the Company have been cancelled, the 
liquidators shall assign to the former shareholders the additional share to which they may be 
entitled, for which purpose such property shall be first converted into cash where necessary. 

 

 After the passage of six months from the date on which the liquidators were required to comply 
with the provisions of the foregoing, without the former shareholders having been assigned the 
additional share, or in the absence of liquidators, any interested party may file a petition with 
the court of the place where the company’s last registered office was located for the 
appointment of a person to replace the liquidators in the performance of their duties. 

  

2.  The former shareholders shall be jointly and severally liable for all unpaid corporate liabilities 
up to the amount of what they may have received as their share in liquidation, without prejudice 
to the liability of the liquidators in the event of fraudulent or negligent conduct. 

 

3.  In order to comply with formal requirements relating to legal acts performed prior to the 
cancellation of the entries of the Company, or whenever necessary, the former liquidators may 
formalize legal acts in the name of the defunct company following its cancellation in the 
registry. In the absence of liquidators, any interested party may file a petition for formalization 
by the court of the place where the last registered office of the Company was located. 

 

Section 3. General provisions 
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Article 70. Forum 

 

The shareholders hereby waive the jurisdiction otherwise applicable to them and expressly submit to 
the jurisdiction of the courts sitting in the place where the registered office of the Bank is located. 

 

Article 71. Communications 

 

Without prejudice to the provisions of these bylaws with respect to proxy-granting, distance voting, 
and attendance at shareholders’ meetings via teleconference, any required or voluntary 
communications and information among the company, its shareholders, and the directors, regardless of 
the party issuing or receiving them, may be effected by electronic or data-transmission means, except 
in the cases expressly excluded by the law and respecting at all times the guarantees of security and 
the rights of shareholders, to which end the board of directors may establish appropriate technical 
mechanisms and procedures, which it shall publish on the Company’s website. 

 

* * * 

 


