BANCO DE SABADELL, S.A.

(incorporated with limited liability under the laws of the Kingdom of Spain)

Perpet uGumuNoant i vatC&onivegei bl e Addi
Ti ePrdf erred Securities

| ssue 1PMWececent

T h e750(000,000Perpetual No\-Cu mu | ati ve Contingent Converti bl e 280d0d0iliquidationgpteferehée eeach (th
fiPreferred Securities) are being issued Hyanco deSabadel|l S.A. (thefiBanko, thefilssuero or fiBanco Sabadelld) on 18 May 2017 (the fiClosing Date). The

Bank and its consolidated subsidiaries are referred to herein @8abadell Groupd o r Groupoe i

The Preferred Securities will accrue raumulativecash distributionsfiDistributions 0) as follows: (i) in respect of the period from (aindluding) the Closing
Dateto (but excludingl8 May2022(the fiFirst Reset Dat®), at the rate 06.5 per cent. per annum, and (ii) in respect of each period from (and incladeng)rst
Reset Date and every fifth anniversary thereof (eaiReset Dat®) to (but excluding}the next succeeding Reset Dé&tach such period, fiReset Period), at the
rateper annum, calculatezsh an annual basis and then converted to a quarterly rate in accordance with market coegestido,the aggregate 6414per cent.
per annum (théilnitial Margin 0) andthe 5-year MidSwap Rate (as defined in the terms and it of the Preferred Securities (ti€onditionso)) for the
relevant Reset Perio&ubject as provided in the Conditions, such Distributions will be payable quartentyearson 18 February18 May, 18 Augustand 18
Novemberin each year (eachfiDistribution Payment Dateo).

The Bank mg elect, in its sole and absolute discretion, to cancel the payment of any Distribution in whole or in part at any tther asovidedn Condition3.3.
Without prejudice to the right of the Bank to cancel thgrpents of any Distribution: (a) payments of Distributions in any financial year of the Bank shall be
only out of Distributable Items (as defined in the Conditions) of the BEmkhe extent that the Bank has insufficient Distributable Items to matebutions on
the Preferred Securities, the Bank will only make partial or, as the case may be, no payment of the relevant Distribeti®ne@erred Securities; (b) tifie
Competent Authoritfas defined in the Conditions) requires the Bank to detheerelevant Distribution in whole or in part, the Bank will only make patrtial or
the case may be, no payment of the relevant Distribution on the Preferred Securities; (c) no payments will be maddereth&&uerities if and to the extel
thatsuch payment would cause a breach of any regulatory restriction or prohibition on payments on Additional Tier 1 Cagfiteddas the Conditions) pursuar
to Applicable Banking Regulations (as defined in the Conditions); and (d) if the Trigger @setéfined in the Conditions) occurs at any time on or after
Closing Date (as defined in the Conditions), the Bank will not make any further Distribution on the Preferred Secutizg) inoly accrued and unpai
Distributions.

The Preferred Secuigs are perpetuahll, and not some only, of the Preferred Securities may be redeemed at the option of the Bank on any Distribution
Date falling on or after the Fi r280{000pceRrefetred Becurity Huary ticcriet @nd Unpagl Distdbatibris tomthe pr
current Distribution Period (as defined in the Conditions) to (but excluding) the date fixed for redemptitReffeenption Price). The Preferred Securities ar
also redeemable on or after the Closirgtéat the option of the Bank in whole but not in part, at any time, at the Redemption Price if there is a Capital E'
Tax Event (each as defined in the ConditioAs)y redemptioris subjectto the prior consent of tHeompetent Authoritgndmust be madetherwise in accordance
with Applicable Banking Regulations (as defined in the Conditions) then in force.

In the event of the occurrence of the Trigger Event (as defined in the Conditions) (i.e. if at any time the CET1 ratio (asfided in the Conditions) of the
Issuer or the Group falls below 5.125 per cent.), the Preferred Securities are mandatorily and irrevocably convertible into newly issueddorary shares in
the capital of the Bank ¢iOrdinary Shareso) at the Conversion Price (as defineth the Conditions).

In the event of any voluntary or involuntary liquidation, dissolution or winding-up of the Bank, holders will be entitled to receive (subject to the limitations
described in the Conditions), in respect of each Preferred Security, theirespective liquidation preferenceo f G200, 000 plus an
Distributions for the then current Distribution Period to the date of payment of the Liquidation Distribution (as defined inthe Conditions).

The Preferred Securities will be isstiecbearer form and will be representeyla global Preferred Security deposited on or about the Closing Date with a col
depositary for Euroclear Bank S.A./N.\fiHurocleard) and Clearstream Banking, société anonyfi@earstream, Luxembourgp).

The Preferred Securities are expected, upon issue, to be assig@thting byMoody 6 s | nv e st (o¥toso d§ @ovoi deism@stablisined in the
European Uniorf EBUO pnd is registered under Regulation (EC) No. 1060/2009 (as amendefdlRAeRegulationd). As suchMo o d ig incduded in the list of
credit rating agencies published by the European Securities and Markets Authority on its website in accordance with ggul@im R credit rating is not a
recommendation to buy, sell or holctsgties and may be subject to revision, suspension or withdrawal at any time by the assigning rating organisation.

Each Joint Lead Manager has represented and agreed that the Preferred Securities may not be offered or sold in $pabyotis¢itutons authorised under thi
consolidated text of the Securities Market Law approved by legislative Royal Decree 4/2015 of 23 GetabPetreto Legislativo 4/2015, de 23 de octubre, |
el que se aprueba el texto refundido de la Ley del Mercado de Va(tmesSecurities Market Law") and related legislation, and Royal Decree 217/2008 of
February on the Legal Regime Applicable to Investment Services CompRe&isDecreto 217/2008, de 15 de febrero, sobre el Régimen Juridico de las em
de servicis de inversion y de las demas entidades que prestan servicios de ifyéospdovide investment services in Spain. The Preferred Securities may r
offered, sold or distributed, nor may any subsequent resale of Preferred Securities be carri€paint gxcept in circumstances which do not constitute a pt
offer of securities in Spain within the meaning of the Securities Market Law, as amended and restated, or without coitiplglhdegal and regulatory
requirements under Spanish securifeass. Neither the Preferred Securities nor this Offering Circular have been registered with the Spanish Securitie
Commission Comisién Nacional del Mercado de Valoyemd therefore this Offering Circular is not intended for any public offer oPtkéerred Securities ir
Spain.

The Preferred Securities are not intended to be sold and should not be sold to retail clients in any jurisdiction of deed&fih®d in the rules set out in tt
Product Intervention (Contingent Convertible Instrumentd ®utual Society Shares) Instrument 2015 (as amended or replaced from time to tirfie] t
Instrumento) other than in circumstances that do not and will not give rise to a contravention of those rules by anfPexsective investors are referred to t
section headefiRestrictions on marketing and sales to retail investorspaged, and5 of this Offering Circular for further information.

An investment in the Preferred Securities involves certain faksadiscussion of these risks siRisk Factors beginning on pag8.

This Offering Circular does not comprisgpeospectugor the purposes of Article 5.3 of Directive 2003/71/EC as amenflgglication has been made to the Iris
Stock Exchange Plc (thiris h Stock Exchange) for the Preferred Securities to be admitted to the Official List and trading on the Global Exchange Marke
Irish Stock Exchangelhis Offering Circularconstitutes listing particulars for the purpose of such application and éaspproved by the Irish Stock Exchange.
The Preferred Securities and any Ordinary Shares to be issued and delivered in the event of the occurrence of the nrlyger Boiebeen, and will not be
registered under the United States Securities Act 88,18s amended (th&Securities Acb), and are subject to United States tax law requirem&hts Preferred
Securities are being offered outside the United States in accordance with Regulation S under the SecuiRegutatign ), and may not beffered, sold or
delivered within the United States or to, or for the account or benefit of, U.S. persons except pursuant to an exemptioim fadimansaction not subject to, tt
registration requirements of the Securities Act.
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The date of thi©ffering Circularis 8 May2017.



I MPORTANT NOTI CES

The | ssuer accepts responsibility for the informat.i
having made all reasonabl e enquires and ehacvaisneg, ttahkeer
information contained in this Offering Circular is,
and contains no omission |ikely to affect its import
This Offering Circular is to be readbéeaenconganpbdori at
referemcd@mdroeimat i on | ncopplohriast eQ@f fheyr i Regf eCriernccuel ar s |
conetdran the basis that such documents are incorpora
The | ssuer cead tnlbe makihmg ior provision of any repre
|l ssuer or StelceurRr e feesr rodcher than as contained in this
purpose byAntyhes ulcshs weerpr esentati on or i nformation shi
aut horised Bwntclhhe dles Sadraded | , ,S.LA.n,d olhe Btodaaihmeh n B &Sralc h A
I nternational, HSBC Bank pl c, J. Ptedghregfd o it Bec Leiatdi e s
Manag@e.r s

None of the Joint Lead Managers has separately ver
reference in tNosmneOfoffernihmg JOiime¢ulLe®erad Managers nor al
aut dr itshe whol e or any part of this Offering Circul
warranty or accepts any responsibility as to the acc
Of feri ngNeCGitrhceurl atrhe ddleirveigy Cofr cuhias ®or the offeri
Preferred Security shald/l in any <circumstances <creat
affairs of the Issuer, or any event cemdiomiadh y(fli kan
or otherwise) of the |Issuer, since the date of this
connection with the Preferred Securities is correct
suppl i efdf eorrenti,f tdihe date indicated in the document ¢
None of the Joint Lead Managers makes any represent a
with respect to the accuracy or compl éetneme por af edn
reference in this Offering Circular or any other in
Preferr edNeSetchuerri ttiheiss Of fering Circul ar nor any such
|l ssuer arerbutdpdeéettetbasi s of any credit or other e
recommendation by the |l ssuer or the Joint Lead Manag
information or financi al straé¢eed mMSEBaeaehishpoee dt ipailr chase
Preferred Securities should determine for itself the
reference in this Offering Circular and iitwshpurcha:
investigation adlonhéeé deembendoessary.ad Managers unde
condition or affairs of the |Issuer during the 1|ife
nor to advise ahyiinnmnessbor iortpet ®mteif@rred Securiti
attention of the Joint Lead Manager s.

The Joint Lead Managers are acting exclusively for t
of the Pref@heedleBdtWVManbigess wil/l not regard any ottt
this Offering Circular or otherwise) as their client
to anyone other than the Banko ftohreipr ocviideintgs tohre fporro
relation to such offering or any transaction or arra



This Offering Circular does not constitute an offer
Preferred Securities.

Thetdi bution of this Offering Circular and the offer
jurisdictions mayPelres omsstiritomt ewdh olsye Ipaoow.sessi on this
required by thelLéadugkkarnsa ntdo tihnef oJror ntthemsel ves about
restrictions.

I'n particular, the Preferred Securities and the Ordi
the Securities Act and are subjSbtjetb Uoitedt St at e
Preferred Securities may not be offered, sold or del
In this Offering Circul ar, u mhemls e rodtadrtean twe esfee rsepnecceisf i
Member ofBhat €&ur opean Econoiti.darkeoe aUn irtefde rSetnacteess tdool | a
t o, AEUROMfeudbaor e to the currency introduced at the sta
and monetary union, and as defined in Article 2 of C
introduction of the euro, as amended.

Words and exgdeissi bhe d@duwditi ooss (skeet hdes hRarlelf elrarveed

the same meanings when used el sewhere in this Offeri
Potenti al investors are advised te Prxefersedc&@&etuont
potenti al i nvestor is in any doubt about any of t h
independent prPorfieosrsitoon anha kaidnvgi caen. i nvest ment deci sion
car ef ullilgght iaonf their own financial circumstances ar
contained in this Offering CiAcpdtaentoirali nicroveotrarn esh
i

n the Preferred Sectuiri t(ieed heml ead 0 niet olmaswittthe idxspdrnt
advisers) to eval 3adwrwiihtlbive sp dref cPrrrefemderd changing co
effects on the Walcwei 6f eshan®r €her i engoanc tt hteh ipso tiemuvtda ¢

i nvdsstower al | i nvS®esea miefiRit tshipeorFa8 O P ef erred Securiti es
suitable investoment for all/l investors
Restrictions on marketing and sales to retail i nv

The Preferred Sxecfuirnancisalariensctormpnmeent s and are not a
for alllmnnyeméojyserisdictions, regul atory authorities
gui dance with respect to thefefrfrerd Brecualidg iefs 4ec ureit

I'n particul ar, i RCAubéeéi 20ad, t hde PUoKuct I ntervent.i
Il nstruments and Mutual Society Shares) I ns fikFlument 2
Il nstradmeamndter the rules set out in the PI Il nstrument

fiPl  Rayl es

0] certain codbwngemt cwmivtee ti bl e securities (includ
such as the Preferrodd Seoc ureittaiieds ,clnmuesntt snatn hehes EI

(i) there must not be any communication or approval
acquire or under write such securities (or the Db
invitationt oirs iamdldirceesreend t o or disseminated in su
by a retail client in the EEA (in each case, Wi
accordance with the | imited exemptions set out in



Each ofk tahned Btalme Joi nt Lead Manager s Bys pruerqgcuhiarsei dn gt, o

making or accepting an offer to purchase, any Prefei
Securities) from the | ssaefaanidhgras hdoidmwt nite d @ albla Ma
investor wild/l be deemed to represent, warrant, agr e

Lead Managers that:

(@ it is not a retail client i ne aPly Ruureiss)d;i cti on of
(o) whether or not it is subject to the PI Rul es, it
0] sell or offer the Preferred Securities to reta

(i)  communicate (including the distributiom of thi
i nducement to participate in, acquire or under
interests therein) where that invitation or in
way that it is Ilikely hyg berisdéicvéeonbypyfathet &
within the meaning of the Pl Rul es),

any such case other than (i) in relation to a
neficial interests thereinhpted Ki mgedam, ichdi@intc
at do not and will not give rise to a contravi
|l ation to any sale of or of fer to sell Preferr
tail CHEHE A®a inb ¢ mo tanegrt et han the United Kingdom, w h
sessment and concluded that the relevant retail
eferred Securities (or such beneficdlall dsnstes es
volved in an investment in the Preferred Secur
s at al | times acted in relation to such sale
struments Dir é&Mit bOyteo (20D 4¢ BOEEIC)i { applies to i
es not apply to it, in a manner which would be
d
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© i wi || at al |l times comply with all/l daeplhiecabl e
inside or outside the EEA) relating to the promot
Securities (or any beneficial interests therein
regul ations and r eguleatearmi ng wnigd a rhcee arpeplraotpirnggttem e
an investment in the Preferred Securities (or ar
relevant jurisdiction.

—

Where acting as agent on behalf ofhaasai dg scloosemhkdmn

accepting an offer to purchase, any Preferred Secur
and/ or the Joint Lead Managers (acting as Joint Lea
agr eemendesr taankdi nugns wi | | be given by and be binding u

FI NANCI AL | NFORMATI ON

The following principles should be noted in reviewi
Circul ar:

1 Unl ess otheywiekteséntedt oahoans refers to both | o

1 I nterest i ncome figures -aicnccrluuidneg ilnotaenrse stto itnlte me .
payments have been received in the period in whic



i Financi al infor mabisodi wiri esr ensapeabttoefl ect conso

i Certain numerical information in this Oftering Ci
addition, i nfor mapieom odeghracigrg pear ibmbdsed on figu
roaud ed; accordingly, figures shown for the same ¢
slightly and figures shown as totals in certain
figures whichAnpretathe!| it bewillon maati onusodor bevemnduc
Stabilisation Manager (or any person acting on b
with all applicable | aws and rul es.

STABI LI SATI ON

I n connection with the i Dewd sohe t BankBPomGBra@dh Sec
iStabilisatd(mnr Mamywgmer son acting on behalf of the S
permitted by applicadl éotawsederdredr Secuveées] esver ef
to supponrtrikeg tomé ce of the Preferred Securities at

pr ewWHaoiwle.v er , there is no assurance that the Stabilis
Stabilisation Manager)i oviirdy sutnadleirltiaskeet isam badtiisan i may
date on which adequate public disclosure of the ter:

begun, may be ended at any timef BOtedriattshmeasdits ssna dcaot
the Preferred Securities and 60 rdraeyds Saefctuerri ttihees.dat e
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RI SK FACTORS

The Bank believes that the following factors may af
Securi ti & ¢ efsabtotsotr sofare contingencies which may or
position to express a view on the |likelihood of any

The Bank believes that the factors descstbed bel 0We
Preferred Secupaiymeystt hbeutBatnhke onfonany di stri buti ons,

amounts on or in connection with the Preferred Secu
represent trhtag Heéleows tradgdgaredi ng the risk of hol ding
Prospective investors should also read the detail e
reference into, this OfferindgoCimakulngr aamryd i mevaecsh meme

Words and expreioinadnsi desi oé€d t haebeProew eoreel Sewhei ¢
Of f eri nd a@ier dithlearsame meanings in this section.

Macroec ®nehisc

Unf avourabl e gl obal aencdonanmi cpacratnidciutliaons unf avourabl e

the United Kingdom or any deterioration in the Brit
coul d have a materi al adverse effect em athendvusand
prospects of the Bank and its Group

Gl obal economic conditions deteriorated significant
from which it has only recently begun to recover. H
performance drhdyeeeanr <tuhteh elngastaccount i mbal ances have
experienced GDP growths of 1.4 per <cent. in 2014, 3
Nati onal Statistics I nstitute of Spai n,d FrOe sJsa nNioatreys
20)Y7 During the financi al crisis, many major finan:¢
gl obal commerci al banks, i nvest ment banks, mortgage
experienced cailgniefsiicant di ffi

Around t he wor |l d numer ous financi al institutions

assistance from governments and many | enders and i
funding to some borrr ofwierrasn c(iianlic liundsi tnigt uttoi oontsh e I n so
Cyprus, there have been runs on deposits at sever a
systems worl dwide have experiencedsdupfioonbt!| enddhnty
l'iquidity, greater volatility, and gener al wi dening
The crisis in worldwide financi al and credit mar K
economies around the worl d s hsdwiwn ggrsoiwgtnhi.f iAclatnhto usgihg ni
has been a significant reduction in risk premiums s

Eurozone as of whole has been positive since the s
( SouEwreo, s tNeetws Rel ease 40/ 2017, GDP and main aggrega

7 March 20mE7 possibility of future deterioration of
i ndividual countries, rtel nmani ncso ual dr iasdkv.e r/Asrmeyl ys utacfif ecdat &
funding for Spani sh and European banks, including
portfolio, and require the Group to takee ianpameoment
countries in the Eurozone or otherwise have a mate

results of operations and prospects.



Furthermor e, ot her factors or event s may affect t

coditions, such as the exit of countries from the
reaction to (stronger than expected) interest rate
geopolitical t ensiisom,s, navaur,alacdiss aosft etresr roorr ot her S i
contr ol

Exposure to UK political devel opment s, i ncluding th

the European Union and the wuncertaimpufdt hrne er al atait &
adverse effectioanohael busesmnnesssults of operations a
Group

On 23 June 2016, iYHKyen el rdi-baie ohdoikm g g d ® fekK( e uRre f(& rheen d u m
on its membee&Edhi pni which a majority voted for the

the result, the UK and gl obal stock and foreign e
volatility, including a steep deépmneccwihatcihonhooMevehe
reverted), in addition to which there is now prev

negotiati®@neaftt heothkKk and future relationship with,

On 29 Mar c h 2017, the UKe defli vesednt éprt iodfii toalwi nb

European Counci l presi deof Huneepe amnr tAlstilfemobnd tohfatt hneo
t wpear period of negotiation will&begilimati dediEiUpr mi b
after which period its EU membership wild.l cease. T
standal one bilater al negotiations with the numerous
which the UK curreaengkewywehts byadingua of its members
process for, such negotiatiomsf atnur et hec orneosnuilct,i ntgr at

relationships are uncertain.

While the longer term effectds fé6fcuhe UK EWUeRiedeyent

further financi al instability and sl ower economic g
UK, continent al Europe and the gl obal eacnocneo, myt, h ea t UK
could I ose access to the single EU market and to th
me mber s. A decline in trade could affect the attrac
resul t, cobul ehaabk Bampgact on UK&groWwethasla paobatuf.
may al so decline, particularly if financi al institu
financi al services passpeoertigsi fniodcanmai qlt @b aale di mpAlmo
Referendum is the increased uncertainty concerning
by central banks of negative interest rate epolicie
fECBand sever al other monetary authorities in Europ

address defl ationary concerns and to prevent apprec,]

The UK EU Referendum hasr tadism rge gvieonn sr iveiet htion ctahe sUK
in the EU by separating from them&mkbherasssttwetidonass de
wi t hdrawal . For example, the outcome of the &K EU R
in Scotland, who voted in favour of remaining in ¢ttt
referendum on Scotti sh uinrcceeapean dhd ryc ea,ar etfoe awhhedtghrefrmasyuh
held and as to howrtherdcetstsi snaypamlpiazmeritbbe exeégot i e
from the EU and its future economic, trading and | e
al so encoRUaangle  oprutl ii st membrars estraathnesbe et alke HPor ot her
to seek to conduct referenda with respect to their
voters in ltaly rejected constitutional reform prop
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erevMdyml i an Regwietrlercdhrdaivmi ng t het lp@ |l it alciadnamdipone t M
sing his resignat i-noonn tahn dl otwh ea gEauirnos tt ot hfea IUS tdoo lal a2r

l owing the results of the UK tkhle Reifsekr eonfd ufmu ratnhde rt
Eurozonel adedot phet iegulwdiridcyhe i no Geolmdnegel ecti ons
rease in the political influence of Eurosceptic
ese political parties could occur, have had and
nomic conditions and the stability of gl obal fi
ket liquidity lkey maesket cpartthieciappanhnt ¢ yt @ofoper ate

et valwuations, currency exchange rates and credi
atility. The major credit ratindoagenoi enegladveec
sovereign credit rating following the UK EU Ref e

UK political developments described above, alon
icies, may | ead to furheerfi maanket mookatrlyi andanae
ch the Group is subject and could have a negati\
, more generally, on its business, financial <con:t

Gr oud rst fl mlane e baidli iness are highly concentrated
up is particularly exposed to any deterioration |

Bank is a Spanish financi al i heul autyostwbhb pr
regions of Cataloni a, the Valencian Community,

the Bank's gross income (which comprises primar.i
ome,r gaoisnsseso on financi al assets and Iliabilities
ch accounted for 71.8 per cent. and 83.7 per cen:
5, respectivel y. Ac ¢ thed iSmpaglnyi,s ht heec ome mfy o ri mmapnaccet so
anci al condition, results of operations and pr os|

Group has historically developed its |l ending bu
n adversely adtfiexcnt eaf btyh e hSp adreitselr ieorconomy si nce 2
il 2007, Spani shiG@Bosat dameesd i ¢ R20tltBd u(getexrcieqpd X 00
h a GDP growth of 0.0 per cent)l.arThye pefofneocutnsc eadf i
en its heightened need for foreign financing as
gap between domestic investment and savings, an
bneoewsn corrected (with GDP gr o\atth oonfal3 .S2 gp eaantdi ecmatl .
public deficit is diminishing, real or perceiv
rease Spain's fjijnanempboyments. | éwelagsidéeombobinnue to
rent recovery of the |l abour market would advers
up's retail customers and may advelrosaensy, arfefseuwcltt it
reased | oan | osses.

ently, the International Monetary Fund has revi e
jaoatedcrease @feri tcenGDPilmy 2213, wbi hegrbeaf Bgnkat
GDbP5o0oper cent. However, the Spanish economy is
Eurozone, the main mar ket for Spanish goods and
the Eurozonesenighttedhtaven a®pamdivelm economic growt h.

is also worth mentioning that, investor confiden
ction processes ofr a referendum in the differen

ulmait el y result in changes in | aws, regulations and



such as Catalonia but also to the central Spani sh
formed on October y2@Gh& imajmati tyyumgortthed Slpani sh parl
Considering that, as of 30 June 2015 AT S&ve M@MBBuUp t oo
Banki ngdGwhhiupgh represents about 21 per cent. of the
the outcome of the UK EU Referendum could signifioc
Banking Group operates and tyher gqwicrad memosmettarwhi ¢ ke
fExposure to UK political devel opment s, including ttF
European Union and the uncertain future relationshi
ettt on thenbaemdaiktsison, results of operations and pr
After the TSB acquisition, the Group hdk iArsc roda s3eld
December 2016, the tGreo upK swd so a4 exero sauaret .t o

The Group's exposure to inhecemobmiicske®ndiitsiomg fmom
has increased. During the gl-20a8, fi mantUKalkconbomys e
signifieanft tdergbwel ence and periods of recession, ad\
the housing market, mar ket interest rates, |l evel s o
l'iquidity of the financi al mar ket s.

Whil e ecomodmicator s in the UK show the good perfor
Ref erendum, the outl ook for the UK ed4e@emaomy wi ¢ tma isrog
forecasts predicting the positive et scovfer@DPt ogr monrt tl
continued | ow interest rates over the near to medi
particularly exposed to the condition of the UK &ec
unempl oyment tarmad domnuseqwmden ons in consumers' di sposa
and the UK economic conditions weaken, or i f financ
i mpairment | osses may increaseel dndei matabiality &advegl
Any deterioration in the gl obal economy, a reducti c
current sustainable path of growth, deteriorration i
certain other economic changes in the Eurozone coul
economies which, given the relevance of the Group'
material adverse ef fiemdnoinalt heo rGd iotuipd rs, bruesd wmletss , o ff
Finally, the Group is also sensitive to devel opment
gross income of 0159 million as of 31 D8&é&mmet | 206 h6,
of 31 December 2016) . Given the Group's banking ope
economic conditions in those countries, including f
devel opmentestian et markeal | ower oil prices, or a hicg
result of an increase in interest rates by the Unit
effect on the Group's Wblutss nefssopédrn atainenal arcd npni ds pec
Legal, Regul at oRy sksd Compliance

The Bank and its Group are subject to substanti al r
Adverse regulatory developments or jcahasgésti angowhe
Group operates could have a materi al adverse effec
operations and prospects

The financi al services industry is among tthe tmbet h
gl obal financi al crisis and the European sovereign
have made and continue to make proposals to reform



i nd
reg

ustry to enhgmidesitdut esdsl icapemat.i olhtse -gB@&Emigsubj e

ulation and associated regulatory risks, i ncludi
interpretations, in Spain, theTBUsand phetothkear imar
current market environment, which is witnessing inc
in the banking sector (that is expected to continu
framew which is Iikely to undergo further significa
Bank and the financi al industry in general. The wi c
among other thingsngpnbovireigahsat boy mapeéetatrand | iqgl
compensation practices, special bank | evies and fin
intervene i n fhaicdroifsicsr eidn dlou dsi, n gsuespi anreastsi eosn forfo nc edretpaoi
stress testing and capital pl anning regi mes, hei ght
ot her financi al i nstrument s, i nvest ment products ani
I'n addition, t he umew iinn sEuirtouptei ofna supearcti si on, wi
supervisor yiSSamanifsom (resolution, with t(isB&RMdnew sin
could |l ead to changes in the near f utruegeul aTthieo nssp erceir
uncertain because the drafting and i mplementation o
since some of these | aws and regul ations have been
the oper a@tiinoamscioml institutions is still evolving. N
be enforced or interpreted in a manner that wildl n
financi al condi ti onc,asrhe sfulotwss .o fl no paedrdai ttiioonns, anedgul at c
and regulations has become more intense.
Further more, regul atory authorities have substanti a
an the means avmas$ )| abdeetibeemestreagdillay oi ncreasing d
be | mposad basian by governments and regulators in re
affect financial institutions such as the Bank.
Addi tional | gg mearetgautl iad ro,r ywiftrh some countries i mpl emeil
or regul ati on, could adversely affect the Bank's ab
jurisdictions which do not needregukampby ahtdht bec|
higher compliance costs. For example, Basel 11 i mp
and the applicable rules, and this lack of dni,for mi !/
to competition distortions and could adversely affe
thus undermining its profitability.
Any required changes to the Bank's business operal
apphble to such business could result in significa
business opportunities in which the Bank might ot he
the Bank hol ds, requisr eprtiltee sBamkd ttdheirredroga@sa educe
additional costs on the Bank or otherwi se adversely
subject to substanti al regul ation owueéldatriegqui re Itihegul
mai ntain a greater pr elpiogrutiido Ay iucefl diiotmae rd § @atnc i ah hing
would negatively affect its net interest mar gi n. Mo
functeiromdipally review the Bank's all owance for | oc¢
(i) increase such allowances to recowaiglktifrug tdferasd
(iii) imombaeedi bahder (iew)dR irl@Eresreqausier e ment s. Any suc
provisions for | oan | osses, as required by these re
Bank's management, could have an amcviearls e ofdfidgddtonan |
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I n particular, the Group's results may be adversely
measur ement of financialFiasaqset al adiwbhicdmémudsh IreR3

devel opment ormetamodordpagy nfemrt cal cul ating the expect e
assets and commitments to extend credit. These chan
of financial statements issued after 1 January 2018,
Certainf aspecGsoop's business in the UK may be dete

Financi al Cophmak) hAutUKoPrtudent i al(fPR&gku.l M.t i Torne aAsuutrhyo, r
Financial OmbufE®©&drh'es CHanrpweitd é@ti o nA WHicHXNbatrykt he court s,

not being conducted in accordance with applicable |
the case of the FOS, wi th what is fair and reasonal
with any relevant regul ations, there is a risk of
sanctions, fines or other actions i mposed by the r e/

Adverse regulatory devel opments onry cohfantghees fi onr eggoovienr
matters could have a materi al adverse effect on the
and prospects.

Il mpl ement ation of capital requirements may have a
fiancial condition, results of operations and prospe

Il ncreasingly onerous capital&remguhnremgntatoogmpsthalt
capital requirements @ayradvdaradell y t gfsfke aH s strorea ta@ aendle ¢

the possibility of failure to maintain required capi
to Directive 2013/36/ EU, of 26 June, of the Europ
invest menitifiesmaadtion prudential supervi siif@RDof <cr e
I V Di rQa ctaitve epl aced Directives 2006/ 48 andg 2t0l0eé/ 49
Basel 11 aapiht eIf frereft o motmh 1c erathaviarr yr ulidr,ement s i n
phased in wunti/l 1 January 2019. The core regulati ol

(EU) No. 575/ 2013, of 26 June, of the Eur omptesanf cPrar |
credit instituti onfCRRaddi hvget @RDt IwV it Dam$dh Gatnhye eCRD | V

| mpl emeertas RN, 0) Whi ch i s compl emented by several
standar ds, al | of wehiicm @l lmb &@iisr, ® cviil tgh oaug p Itihcea b e e d
i mpl ementation measures. The i mplementation of t he
t hrough RelLyaad 1Dte c2rOele3 , of 29 November, on urgent m
rgul ations on the subject of suPeali Bleeoy eld/d2 0s1o3 ,v edhe
de noviembre, de medidas urgentes para | a adaptaci

Europea en materia de ndupardweisy iR(Dinlayh/c D)odlra@esnlcO /a2 0dled , ¢
26 June, on the regulation, S ulpeeyr vi G/i 21 4a,nddeso2 & ed
ordenaci - n, supervision Y fileov @ /e D)eRoty ad e DkicZiGEedde o f dd
February, i mpl em&e@ail ndecawt 2082024016, de 13 de febr
Ley 1D ARDBM44Y DORBnk of Spain CirculGirrca/latl1£L/@f013]1 4
ener o, del B afiB(a o k $ipd iEs p@iffrazdud ad Bank of Spain Circu
February (Circular 2/2016, @®Benk dd Seki/ae2rddliérdeall aBan

CRD IV requirements adopted in the UK ma@RRhlavige,

agreed by European |l egislators, binding regul atory
European Banki fEgBRAAuh daroge ¢ yt d tthlee way i n which the P
apply these requirekmentttse tBU bexikts prnoctebses Wr ot her
individually and/or in aggregate, may | ead to furth
capital, |l everage, | iquidity and fuwnding ratios or
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Under CRD IV, the Bank is required, on a consolidat e
of regul atory carpirstékdlghdfe dBWBasfet whifth af | east 4.5 j
CET1 (as definedt bledeaoswm) 6 apdart ademtn.d must bf@itilar 1
l6capital reguiadamaemitosi) mMRian Ibaepi t al reglineamamnnmtrsy 201
credit instituti oinemimumsed clompd Bhvo inhpundeéménfder req
has introduced ftoebeewiathegfitiodndbufden®amMlEiqUItet i
capital conservation bDRWAf e(ri,i )oft lug dglooRal5 spyesrt ecneincta.
(AG-SIBbuf,bér bet ween 1 per c®RNVA. (dnd ) 3 .tHpeepcdirhi $4c e ncotuind
cyclical wdp icthb malymut &5 appe rRW&ent hi gher pursuant to |
set Bwnkhef $Spa)lsybeemthbhalbl y i niP-8tdthaunftf eirn s twihti wthi amasy
much as 2 RWAr amant(.v)oft he tsoy sptreenviecn tr issyks theunfifcefor mac
at |l east RWAier beerstet ddfy )t he Bank of Spain

While thk capbservati ShBbbfufédrer amdet man&Gatory, t he

discretion in relation to OiSHeBufcfoaamtamdycbet@Gthe cami ¢
prevent systemic or maenbrprudeotifaltcei sks}) heWSSSM b
ECB also has the ability to provide certain recomme

The Bank has notSIbR emy ctlhaes sk ifn eenie Sapsl oGS thayb itl hiet yB aBnoka roc
s o, unl esse onHecwted by the FSB or by the Bank of

mai nt @< B buffer. A c es s diruehyl eibssheetdh eby t he Bank of Sy
2016, Banco Sabadelfloin s&td hasid mdgelrye,d daunr i@igl 12 Oble7 r equ i
mai ntmhaseadSliln b@f fer ofan@n 126 1fu8rK|I Cewntfer olfn 0. 25

addi heoBank of o8p&ai3n Matga drmaiOnt7ai n t he countelreycl i c:
to credit exposures isnecSppuadirnt eart oOf p2edril I7d & rpte.r cfeaart atghd
qguarter

Some or all of the other buffers may also apply to
by the Ban«k ®BECB Spraiany tdht her competent authority.

Mor eover, Article 104 of CRD IV Directive, as I mpl e
Article 16 of Counci l Regul ation (EU) No 1024/ 2013,
concepaliingi es relating to the prudiSBtM aRle go)gddsiooins i o |
contempl ate that | rMPialdbddatpiiam |t caetgduaarmaymeanphpsimi ¢ abl e ¢«
supervisory nattfourdfhieceDampiyt al to cover ot her ri sk
considered to be f ul foywnc dogPnudreca ph yt atl h er emiunirmume nt s
or t o addprreusdse nma@ado considerations. Thi salmaygapiesal
requi r emeBnatnsk ocann @Gt/ toen p t e r sAB B h2bfant amet vha rsk . Army fBainlkur e
and/ or ttloe m@ri o @lilbn@irintismnum regul ator yfiP¢ dZWmaddi tranhabs
capital coul drraeswlet aich i ad i mirs sancti ons, whi ch, i n
on theée Gresuplts of operations.

n accordance with the SSM Regul ation, the ECB has

I

the Bank and teheSSGt.oulphewiBOB ni st r equired uatdelkreadshtie S
on an anauslUpémsisory reviewliSREPasvassmenDn pnoderesst
of the @Pdd2lGaapnahbl i mp ofsaard ye abcelr opfe ataildm sttEiut ut i ons sukb
t hSeSMnd accordingly requirements may change from yesz:
may be i mposed on the Bank and/or the Group by the
Bank randhhe Group to hold capital l evel s similar t
application of the CRD I V. There can be no assuranc:e¢
capital rati os.

12



The EBA published iotns 1f9i nDeelc egnbiede [2i0nleds f or common p

respect of the SREP. I ncluded in this were the EB
determining the amount fBndbaaopipmasb ¢ i omp d headt@ad a oma
2016. Under these guidelines, nati onal sfiPp éDwairsor s
captbalover certain specified risks of at |l east 56
capital. THe og wiothdleimpdsata that nati onal supervisaor
requirements in respect of ricesknbi whd cbufdamdatoergaidly
additi opaludmati al requirements.

Accordingl y,iPhhRycaapidiati omaayy be i mposed on the Bank &
pursuant to the SREP wildl require the BankiPahdhaor t
locapital requicoeméentd bAof@d eherequirement

As omomi cated by the EBA on 1 Jdilfyf eZx0elné,nd3iREHaed eveied
requi rien@andiPal2bguri daireé® Banks are expected to meet
above the | evel of Dbi ndiln)g rceagu it rad me mtifieno ambudm eadn db wafdf de

requi rnhememt sank does not me et its P2G, this wild.l n
wi || not be used to determine the Maxi muvn I Di ster iubswetd
in funed measures based on the individual situati ol
measures taken, the SSM wil/l assess every case of a

As a result of the most recent SREP carried out by
that it is required to maintainn caaspiftradm rlatJ aon wafr y7 .2
consolidated basisioTbfs7CBETS: pepitca@htraincludes t
requir &di ltbfadte ®r deéret .a)d,di ti onal ownfPfiu2thap &r qaueée mte.men
the capital conservation buffer omn.i2tSs peo n sshddietr. gt iaor
(0.125 per cent . ).

As of 31 December 2016bn tapi Bahkt atiCETWapha’ded per
and Pp4er9Icent. on .anSuonldiwvatdiual i Pagl eat eruitrheame ntthse ¢
described above, but there can be fPollbplsiPsi d2bae t hat
pl icsombi ned bufdempoegdi oeméht Bank and/or the Grou
higher than taeaikakle af saphtpbint in time. Ther e
of any future SREP carried out by t iR IBEOGBRI dand owlaét
caponathe Bank and/ or the Group.

Any failure btyhe h@&r Bamkt @ nddiim tléchanp iittasl mriengiRriiUrfeane nt s
20addi tciaopniaatta/l o ric amlyi ned bufdeoulrkecquéseiment n admini s

sanctions, whi ¢ h, in turn, may have a materi al ad
particul ar, any failure to maintai nfiPa hpfaraadme wa rokn ad

any other capital reqguirements to which the Bank a
ficombi ned bufdmayregeaurementthe i mposi t fdoins cofe trieosntarri
pay megmyt st he Bank asandi sches speods sh ebllcew cancell ation of
Securities (i.n whole or in part)

According to Law 10/2014, iddmlsienechthufideamr frmaldiinngge ahe
di strobuCE®n oa@int &Ixt enctr etahsaet iwosu | GE Tdle c afciotnbli ntead a
buffer rodgsuimoe memnger me t wi || be subject to restr.]
capital; (i) payments in respect of vaandbl(e irpm
di stributions relatimgttéabzsidise¢e i oo aWnitBialy dtehocea pMatxai | i
Distributable Amount cal cul at ddli satcrciobrudti anlgl et uop a®Re t 16\
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accordance withplCR®d I ¥y @&muf actor dependent on the e
fiMaxi mum Distri bQuhtash!| lre eAmoawaltcul ated and communicat

thereafter, any such distributionsDicrtrpdymamti £ Wimlol
entities (a)cammoki nmreede th infgdoerrh érbe)q uiim ermeelnat i on t o whi ch
adopted any of the measures set forth in Article 6¢

|l imitindgidrinmrdathe distribution of dividends.

As set dQ@pi niinont hoef t he European Banking Authority c
combined buffer requirementdopubhidshedt onctlibonBe cemb e
iDecemBd’s EBA Dpompemnent authorities should ensure t

account in determining the icBhMbicapi balf bhormirkadll e ¢
purposes of the Maxi mum Di snirtiebduttado|teh eAmomamu ntc ad atul
fiPi [lbaanf®Pi 126cawn funds requirements of the institution.

See f tPratyhmeorft sdi stri butions on the Preferred Securdi

fulfil ment ofdacndERA Vn iocomdducess capit al requirement
mini mum capital rati o. Addi tional capital requirem
Distributions on the Preferred Securitwiidd icrmncedt asil
Distributions. Payments on the obredfoemmred Securities

Any failure by the Bank and/or the Group to comply
in the i mposP2Roand fptthieoma toefr any early interventio
measures by resolution authorities pursuant to Law
Credit I nstituti onlseyanldl/I2rmOviess tdee nt 8 Fd e mpluufd io- nd ed eRe
Entidades de Cr®dito y Enmnmpl(ew as dayelb cShe,r vti @d eotsh edre  wint
Decnééa2/,2mf¥56 November, i mpl e meRea In gD elLcarwe t1lol / 12001125/, 2 Oo
noviembr e, por eleyyukl /s20 1ldoe s)adReDaDE 2 dORlBG LA nii mpl ement e
Directive 2014/ 59/ EU of 15 May =establishing a fra
institutions aifBRR® ne £t Bemtni fsihr ma w whi chefdewrltd omav
the Group's business and operations.

I'n addition to the above, the CRR also includes a |
rati o, report it to their supervisors and poedisely
Article 4209 of t he CRR requires institutions to c
met hodol ogy | aid down in that article. At its meet.

Committee on BanmkCBiRe ndwperewdi stihcen d(ef i nition of the
CRD 1| V. On 11 January 2016, the BCBS issued a pres
reached by its oversight body, the (GH@®upenffi MG vann
i ndicative bermdhnpaerrk cceonnts.i safji nlgehv erha grau sd x bees umees wi t
The CRR does not currently contain a requirement fo
|l everage het i Earboipeagih CPmonp cssdlon (as defined bel ow)

binding 3 per <cent. Tier 1 capital |l everage ratio r
exceptions) to all institutriyoRdD1lBubject to the CRD |
I n addition to the minimum capital reqguirements un
meet , at all ti mes, a minimum requiremdRED Thhe own f
|l evel of capitalreagnud reldi guinbdleer IMReEbLI Iwitlilesbe set by
bank (and/ or group) based on certain criteria inclu
or subordinated, provided, amongi og hmat unriguy r@efmeat s|
and, i f gové&mlneldawhy thepmomust be able to be writte

(including thr oughThceo nNMREaLc trueagl u iprreonvei nsti ochasmédé uit ntne f or
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for mal neguhaemebeen communicated yet by the resolu

of eligible Iliabilitieboweemainst h&n EB@Rerhagueastciogmi s
requirement may have on banks' funding structures a
For its part, on 9 November 2 0 1-Ab stahreb | MYBT Quahal cii st hye d(

Principles and Ter rB|1SBhse emha i nptraoipno ssiingn itfhiactcan@G mi ni mu
are subordinated (by tawcecbatnaetior sankchgr allay
insured deposits, and w8iBh. fOhensThAGewr shainpllaes & o

a set of principles on | oss aSlsBosr biinn gn dasnadl treercoanpsi b ead t
the implementation of these principles in the forn
undertake a review of the technical i mpl ementati on

2019. The TLACTePrrm n8lhi@étesr aqquwi res a minimum TLAC r
individual-$IlyB fatr tetae hgrGe at BWAasf o(fa)l 1@ nper yc €r0tl.9 afn
of 1 January 2022, and (b) 6 exposwrnedsf af JaheaBwpsal
6. 75 per cent. as of 1 January 2022.

Al t hough the Bank has-ShBt bpbeéehecF&8si fiitedcaamsnoa 6Ge

requirements may apply to the Bank andt/soreitthhee rGrboeucps
TLAC requirements ar e adopted and iGmd IBesmetnh reau gihn t
i mposition of similar MREL requirements as set out |

proposal from then Bwmirldpehaanv eCotnomitsaskik e i nto account t
MREL and other international standards such as TLAC,
On 23 November 2016, the European Commission publ i

Directive amending CRR,d ttthe GRMRDI Andi rae cptrioweo s a | f o
amending Regulation (EU) No. 806/ 2014 which was pac:c
January B&BSRIM R(etghdd Aaddiotni onal | vy, the European Commi s

directive to facilitate flomr e fdeseetnéidor odfebd . ndweaad of
proposal s, iPr op @tSTkhders,Prtohpeo sal s cover hmulPtiilplag &r dasa,m
the | everage rati o, mandatory restrictions on distr
l'iabilities, macr opr u dneorptried Kesrarmeadd rs , d @b th,e wec tan gagortyo
Tier #A2dandoAal Tier 1 I nstruments, the MREL framewo!
EU | egislation as mentioned above. The Proposals ar
Counci | of the EU and theréheréi namapackapeeof hnew
include alll el ements of the Proposals and new or am
the | egislative process. Until the Proposdlfecar ¢ hin

|l ssuer or the holders of the Preferred Securities.

Specifically, one of the main objectives of the Pro
i mpl ement the TLAC standard and t o integraltes t he
(fTLAC/ MREL Re quti mememy s avoi di ng duplication from t
requirements. Although TLAC and MREL pursue the sam
di fferences between themeidn f{The W®Wayopéday Gommicsosnisd
integrate the TLAC standard into the existing MREL
|l argely similar instruments, with the exceptbihon of
specific and determined by the resolution authority.

The EuropeaB @ononpiosssailosn require the introduction of
rules ensuring technical consi steBtyswcuhaphetbethaot
amendments to the existing rules on MREL are needed
alia the denominatorsabsisreldi nfgor c ampeaacsi uryi, n gt hleo sisnt er ¢
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requirements,s dtic cil oweugteorosd, ramdk their application i
| mpl ementation of the TLAC/ MREé& gQeqaabepmeRWlaas) s exp
from 1 January 20RWAaasnd rlo8n @de2r) amadrat(.p )RfG2 per cent .
|l everage exposures as from 1 January 2019, and 6.75
January 2022.

Any failure by an institution to meet the tappbeée cabl
treated similarly as a failure to meet mi ni mum r egl
must ensure that they intervene and place an instit
failing oranldi kehlayreed iogfatidle prospect of recovery and

i mposition of restrictbaodstoer gbseciobht Dimsamy bphpmeast
Prfeerred GSeouwhol ecDae ifiumpameamnt ati on of capital reqg.

material adverse effect on the Bank's busiopess, fin
Additionally, the BCBS is currently in the omrotcoess
ri sk asset weightings which may |l ead to increased

jurisdictions who &ne imesmbneres i mfg tome 1IBCBAR.nuary 2016
standard on mar ketRewvii ekwv ptfhe hEFEREBEBgémghlBosknow part

European Gonnegsissiloant i ve package intended to apply t
FRTB wi l | be siunbjpeecrti otdo oaf pthharseee year sd dar BBgpwhi ckhk
di scount factor for the FRTB applying until 2024 . 7
BCB&S final calibration of the proposed refor ms, and

in the EU.

I'n | igdbowd, tihte woul d be reasonable not to disregar:
requirements may be applied in the future.

Overall, there can be no assurance that the i mpl eme
and meadmati ons will not adverpsayl yDiasftfreicbhtutti ben s Bamk'
Securities or result in the cancebltatéequonioé& s8hehB®&n
additional securitiyescatphatal qualoi flyi gaus drae g@u lastsert s, 1
ot her actions, any of which may have adverse effect:
operations. Furthermor e, i ncr e astelde chBgn K'ad rretquwri m eam
ot her financial performance indicators.

Deferred Tax Asset s

In addition to introducing new capital requirements
(ADT A0t hat rely on the famtcuraéd pmaeftiittahi loint ynusft &ef idre
capital (specifically its core capital or CET1 capi
that DTAs will retain their val uef fiincutlhhe eesvvent of t |

This new deduction introduced by CRD |V has a signi
restrictive nature of <certain aspects of Spanish t
reports a |l oss,refhend ax @anthioon tofe taxes paid in pr
earn profits in subse@idnt oydarke iph acrederAdfdont i omias |
recognisledastitlmalxe certain amdwentasc croaind rsd eodf aas bcaonskt,
|l egislation of other EU countries.

Due to these differences and the i mpact of the req
i mpl emented certain amendments to foy mBRoydlawLegi Lloa
Decree 4/2004, of 5 -Matlédéh2R0684 whiechralbeoopr BDi ded
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DTAs generated before 1 January 2014. These amendme

claim againtdax tdawet Bpraintiisehs i f a Spanish credit inst
di fferences and provided that the financi al institu
in accounting | osses. Adpdriaviiodnead |fygr tehepdriamcesiitn owhai
applicable DTAs could be deducted. This transitiona
November, on CorfgbmTafawlncome Tax (
However, the European Cammisstsaitoen aiindi tiinavteesdt iag ap ri eolni ni
DTAs regi me. Such investigation is now resolved to
Spain and the Spanish Ministries of Treasukrg bhad Ec
in order to reinforce the compatibility of the regi
passed requires payment of a special tax charge in
be enforceabl e.
Final lgQultchebe a risk that the CIT Law wil!/l be modi
regi me could have a materi al adverse effect on its
estimates.
The Royalawe8t2elé6 of 62iRDelk2bés 20hpl emented a n
amendments to the CIT Law, in force for tax period:s
introduced therein are the foll owing:
0] Limitation on the use of the DTAs treated as a
25 per cent. (provided a certain amount of net
(i) New | imit on the use of the doubl ¢é itabadbitagn (de
2ntepgrian case the net operating income exceeds
(i) The impairment of the value of stakes held whi
tax periods prior to 1 January 2r0d 3f isvhe utl alx hperr
at | east on a proportionate basi s; and
(iv) As from 2017, |l osses generated wupon the trans:t
relevant requirements to apply the Spanish par
consiaserdkedducti bl e for tax purposes. It applies
Regul atory developments related to the EU fiscal an
the Bank's business, finanazndalprcospedti ©n, results of
The project of achieving a European banking union w
resume progress towards the European single market

European bankiumgdg ngedther pampeeand uncti oning of monet a
Banking union is expected to be achieved through ne
new institutional framework with strercondeti spnstdms
managed at the European level. Its two main pillars
The &8MmMmpri sed by both the ECB ajgd it hteemdaded on@al adHim
the banking sector moafeert.r alnrs pacgcmnrtdamnumée fwietdh atnlde S S
assumed its new supervisory responsibilities within
European banks (including the Bank), on 4 November

The SSM repféesamtschasnigegnin the approach to bank su
The SSM has resulted in the direct supervision by t
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Bank, and indirect supervi suitamnefSMasheond Bd8f5athefil

supervnsbohe world in terms of assets under supervi s
work to establish a new supervisory culture import:.
form part of the SSM. Sever al steps havenabfeady b

Supervisory tGud deppmesvalandaf Regul ation (EU) No . 46 8
establishing the frametwerE6SMobetweprr athieormrECBIi tamidn t
authorities and with ,RegubaaliodesEYhavt@€doé6adubooiftid
of 14 March 2016 on the exer ciEdee gif salongt tiamans e gaunidd edliisn
on the appl& camdliono potfi oOWRSR alnmd ad &ictriedn ,ontshe SSM repr

the financi al institutions that fund it through pay!
The other main pill arheofSRM e tEhle bnean kni npgu rwpmoiscen oifs wh i
and coherent resolution of f a3RM nRe goalnakisib dinns hEeusr oupnrei
rules and a uniform procedure for the remel unhi dmeo
framewor k of t he SRM and &S i Sign el e R eRedd oul hudteino n & hFRaudn «
intergover nmeihGélilsi ggede imgenmd@(rsE dotnat21 May 2014, cont
banks raised at nation&i ngkekgeeRewelratitomnBtedr edheo
BoafndR& which is themakintg abodlgcofsi bhe SRM, started
and fully assumed its resolution powers omnnlplacear:
since 1 January 2016, funded by contributions from
approved by the Council of the EU. The Single Resol
billion by 2024 and thaclkes twype b nd sy-iaafddepgarabaBkperl| ca
been applied to cover capital shortfalls (in |line wi
By allowing for the consistent application of EU ba
uni ompested to help resume momentum towards economi
such wuni on, a single deposit guarantee scheme is s
European treaties. This bea bhileEsubpeah betadenstsi hoed
is made in European fiscal, economic and political |

Regul ations adopted towards achieving a banking and
ECB in its <capacaitny sauspetrlve s®maywkasut mority, in part
2014/ 49/ EU on deposi tDGHdarianptlecemesnt memesnt 0t Sepani sh
11/2015 and RD 1012/2015) may have a mataendaltestf eest
of operations. Additionally, on 24 November 2015, t
to amend Regulation (EU) 806/ 2014, in order to est
deposits.

I'n the UK, on2083 Dekkembienanci al ServiMaski{iBgnRehgrm

Acofwas enacted. The Banking Reform Act introduces a
busi ness, i ncl ddi nogp:t i(oin) tehrmeyg hb aigl Ame n 2MeOMt ftoa trie
failing banks (in addition to the existing stabil:i
power , in a resolution scenario, to cancel, reduce
shar etsolodfe a bank of their shares), convert an inst
another (for example, a debt instrument into equity

an appotmt edm aiilst rfadrort hd i PRA pamwerild. M. Treasury to
rules to give effect to the recommendations of the
ri-hgncing requirements for the banking reguatiegre; n(ini
regul ated qualifying parent undertakings of regul at
preferential ranking ofupi nsourreadn kd eaphcesaidt corfs adn  a tvhienr
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I'n additi am,y &M 129 Xareu European Commi ssion rel eased

the European banking sector t hat wi || i mpose hnhew
proposal aims at ensuring t heorhalr momiitsiaati iome sb eitrweEwnr
prohibition on proprietary trading -frmhkaActo(ahabt
as the Volcker Rule) and a mechanism to poiteagtiall:
mar ket making), such as in the Banking Reform Act,

There can be no assurance that regul atory developm
initiatives undertakemateéer iEdJl | a&dweedr,seviéflf encott dcmvteh &
condition and results of operations, as these reglt
significant management attention and resources to m:

Ot her reegedloatmsr yadopted or proposed in the context
adverse effect on the Bank's business, financi al C O

On 16 August 2012, Regul attihwao u QOE)I0) dieor i #4881 2@k2 @
counterparties and tradefEMEGWIitl ®r iae snuembteerr edf i Ml ®
requirements introduced by EMIR already ©®@EBMay, t he

is stildl inathsei pgosems of fhe i mplementing rules
number of requirements, including clearing obligati
initial and variation margin amdé.vaArlitdwwu grhe maormei g
effects brought about by EMIR are not yet fully for
changes which may neaproéiy mmpgchst heeGubup it to
increase its costs (including compliance costs).

The new Markets in Financi al I nstruments | egisl ati

Mi FORN Directi viiMi BEDDM4)i,;h3rBduces a trading obl i g:
derivatives which are subject to mandatory clearing
includes other requirements &ucrhe gasmee nahnadh cgi ayge ntrihdemge

obligations. I't al so extends tr anesgpuairteyn ciyn srterquuniernetnse.
was initially intended to enter into effect on 3 J
potenti al mar kbe BusoppanoggQommi ssion has proposed d
by 12 months wuntil 3 January 2018.

The Bank ami Branch is subject to American regulatio
The regulation in the United Stataeasedfsibgei ffiiomamtci s

reforms since thErpaks@Waglel 0%t t dhet DRe@fdor m &DwodddConsum
Frankd)iAmct2010.-FTaek DAdD provided for, or authorised
things, sthhmenéestodbldnhanced prudenti al standards ap
financial ASileylf incutuidomg ¢ he US operations of certai.
(fFB@sestabli shment of resolrutcieon aplnaUrsi @ nike qqyi roe Mann
prohibitions on engagement by certain banking entit
on ownership or sponsorshiplaftedon ramtsarcit o @aispe tvo t dna
(thveol cked ORMlee s of these regulations have yet t o

admi ni stration i n t he United States fuFt hek @Abang
i mpl ementation and e@otiemtdc@annecectgiudmtwirtyh cthlaemgnew US
|l oss of revenue, hi gher c¢ompl ifa naccet icvoisttise, s ,a dcdointsitornaai
to enter into new businesses and other adverse eff e

Th&roup is requi FFednkndiecrt tthoe pDoeddr e and submit ar
Board and the Federal Dre@lo&@i p | lams | rc @ mdhe NvCiyd)de aw idltelid o ra
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the orderly reé&dolMitainroin Boifa mté¢Heed (Blamn kt he Uni ted States
materi al financi al di stresséd oMi & miitsl Bmesn ¢ Huft,i oanf tpelra nr
under t-FhreanbkodAlct andubmyssiedbms edt he FedeDlad |jRoeisnetrlvye
determine that the Miami Branch failed to cure ider
stringent capital, |l everage or i gei dirtowt hequaict ¢ mé
operations, whialdveoskdeftsheleusiomedsh.e Group

I n October 2015, the US federal bank regul atory age
phase in variation margin requirements from 1 Sept
regements from 1 September 2016 through 1 Septemb:q
derivatives activity of the swap dealer and the r1el
regul atory agencies wai@fdagenemranhlspmcapphg. tdahéensSe&cC
regul ations establishing matrbgisre dr esgwaiprse ment s f or un.

Each of t hese aFsrpaenckt sAcotf, tahse weoldld as ot her aspects

derivatiomsotrlkgmul ahanges in US banking regulations,

aspects df BKHihei Gasosu.p The full FSpaokr dAmtoposesksot hat

yet fully known; howeverhesGrcbupiskukbdubd mat emat al i

by t hem.

Il ncreased taxation and other burdens imposed on the
the Bank's business, financial condition, resul t:

On 14 rFeb20@a3, t he Euicpeaand Qommpiosail gn i n(ctlhuedi ng

iCommi s pirop¥alr a financifieTdtoabeaattophetiakn certai.
me mbers s(ian adled dyii rugn, Germany, nEstlemamce, Grletealey, Shuwd
Sl oveni a aaldt SHsogvbankiiaa ,has since st a)lefd tthheat Go mmiwvsislil
proposal was adopted, thefiFTanawicalbdwihet t wtaikb s ii malr
|l sier) i n fifelnatnicorml & @whaincshacwd wind i nclude the concl |
derivative contracts and the purchase and sale of f|

Under the Croonpmotshaeli &rif'Ts cpul d apply in certain circutl
out side of tmeenbp asr.tsit@atneart a Inigy , it would apply where
institution, and at | east omedéeparstAatfidsn aensctiaabl| iisnhsetd t
or be de @esetda bblioinsblee, ¢p a me mb e piarstaagler oad range of <circu
(a) by transacting with a mpembBbemomtédbhdl whieeld itmea
instrument whifcihnarmcisalb jster¢ asrmnsduaecdtt ihene rab prargtiati@gat i ng

The FTT may give rise to tax Iliabilities for the 1s
on the C@®Bmmpiropiocmabf ExMamptesansactions are the concl
the contex®é bfdghegl asuvuengements or the purchase or
t hat the FTT could be payabl e itnorrseliant iroens pteoc tr eolfe v
Securities (including secondary market transactions
FTT is adopted ba&edpromotsiaé . Cmmmimasiyomar ket transac
of gRé ati on EC No 1287/ 2006 are expected to be exemp

However, the FTT proposal remai ns marmlh erst. s ttlait emmeag/o t
therefore be altered prior to implemenmatmbemst st he t
may decide to participateneambdrscsemayhiede mifdet hreotp atrd i
Prospecti vdPeheofl dreresd o$Securities are advised to seek
t hFeT.T
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Royal -Dawr &020144 ,Jul vy, introduced a 0.03 per cent.

payabl e annually by Spanish banks. There can be no
|l evies or financi al t r ans acuttihoorr itta xess owi Itlhengturhbe da
operates. Any such additional |l evies and taxes coul
financi al condition, results of operations and pros,
The Group is expodedatlo amids k egful lad 3 yf cdmi ms

The Group is and in the future may be involved i
government al i nvestigations in jurisdictions where

may expose talse tGreowpse may be, to monetary damages
cividr iamidnal penalties, l oss of licenses or authori:
regul atory restricti oalsl oof twhei cGr ocugpu lsd bhuasvienes smat e
Group's busipnpedsti bnpnanesal ts of operations and pro
I'n relation to the EU Court of Justice judgement of
the iinteomestrel ated to the renegotiation of commer ci
over 2016 and 2017 would be approximately 075 mill:i
provi si omer ffomrminrogh | oansoati agédadt mevenos Hhesociated
Compl i ancenowietyh | amntnid etr @ mmgo raingdm afnitianci ng rul es i nvo
effort

The Group is subject to rules and regul atteirornosr i rseng a
whi ch have become increasingly compl ex and det ai |
monitoring and compliance personnel and have becom
Al t hough the Group beildsvaersd tphradc @ dwr ecsurareents pfofliici
rules and regul ations, i-Wwi ce@a-mantly glbauovadtteeernrgolr d tsdnt h
financing policies and procedures compolretsem yf i pmraenvce r
Any of such events may have severe consequences, i
consequences, which could have a material adverse e
of operations and prospects

Credit an®Rilbkgui dity

The Group's business is significantly affected by c|
The Group is exposed to the creditworthiness of it
rumors or questionseramowmt ftimeansolavenmystoftutcons an
generally hawiedd eldi dwi diatr\ kegr obl ems and could | ead t
Despite the risk control measurfeénaintci mds comnpleapar:t
problems in the financi al services industry in gene
busi ness, financi al condition, results of operatior
eposure to its clients and other counterparties, as
that the Group believes to be particularly critical
t hat are unf ortesteoe afprl ediocrt doirf fdetudct . I n addition,
Group may be insufficient to cover the exposure or
Adverse changes in t he credit gual ity of tthhee Ban
recoverability and value of the Bank's assets and r
and other provisions.
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Mar ket tur moi | and economic weakness, especially i/

|l iqui dneys &dnondgi financi al conditions of the Group's
portfolio. Although the Group caters to a range of
it focuses is-ssmald eca®#ME¥eds@8mai(n (representing 20
Group's total credit portfolio as of 31 December 20

SMEs are particularly sensitive to adverse develop
activities relatively ri siknceamég hcanstigmearts.l ent pri mar

I'n addition, if economic growth weakens, the unempl
the creditworthiness of the Group's customers may d

A weakening in customer and counterparties creditwo
regul atory capital |l evels the Group is rRWAUiIiTrTed to
accordance with theplGCGRientwWwdDiirne cSpiavien (bays Laow 10/ 20 1
Spain Circul ar 2/ 2016) and the CRR. Tohael aRWAe csohneseits t
ot her market and operationmdi ghtsekd paocsd ayi dotnmrsgt emeiaasaig |
are driven, among other things, by the risk profil
creditworthiness of a customer or a counterparty de
result i nn aint § nRW-A,aswhiich potentially could deterio
limit its |l ending or investments in other operation:
Any of the foregoing could have a materi al adverse

obperations and prospects.

Liquidity risk is inherent in the Group's operation
in thkbanktand debt markets and could materially adv
credinte vol u

The Group's main source of liquidity agdai Mfgnadngssdg s
whol esale |l ending markets, including senior unsecur
and public sect daroteomercodmeordsal ampdhper . I n recent vy
historically |l ow interest rates has resulted in cu:
profitability potenti al over SiawéieigsheacGoobhpsmelri e€<s
securities and current accounts for a materi al por
Group's liabilities as of 31 December 2016) , it (o
depgdxoxrs (as of 31 December 2016 and 2015, tot al der
the Group's total funding, respectively) withdraw t
repay their | oamsgdem iom tumexpeemntdofsharsage of fund
mar kets in which the Group operates or a |l oss of C
tensions in the regions where it-il opandtes oonfpioddc at
taxation of c¢creditors' funds), the Group wil/l be ab
hi gher funding costs or having to |iquidate <certai
Group's |iquidity, business, financial condition, r ¢

Al t hough the Group places significant emphasis on |
buffer in liquid assets, t fe IGrqouupdiitsy esxpagddaltl s tah
the procedures in place to manage such risks wild.l b
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profheability of the Bank's business activities

i qguiditifLCpiverageuarmttiitoat(i ve | i quBaBioy esntsaurrdear

those banking organisations toqulilcliyabsgust ao
r expected net-dawpshi guitdi owssbrvess ap8&8i0i od. The
ary 2013 by the BCBS andgq nsiunnctei |J a2nOula9.y QuOrir5ent
h this stanadmpldy awiptth es musitmum LCR requirement
ease the ratbpao fLoXReDglaahyl1l00 per cent.

BCBS's net siiNdBdReasf uandtiinge rfladrniozdn of one year

ide amawusgtiat wabteucture of assets and Iliabiliti
ile in rel athimabmance sheiet actawmdtoé&s that reduce
'"s regular sourcedidfy fpwrsditn ®nwiilnl aerwmade tihtag Ici
ur e. The BCBS contempl ates that t he NSFR, incl i

tries as a minimum standar dctheduul alnuary 2018,
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ctive amending CRR, where the EC proposes to i
adjust ment s. | f European authoeiariseafser debiedaed
y into force of the proposed texts.

ous el ements of the LCR and the NSFR, as they

l'ied with by the Group, may causevichhaageanthatq
ges to certain business practices, which could
Il iance costs) or have a materi al adverse effect

a
atioaspeand. pfThese changes may also cause the Gr
resources to make any necessary changes.

Bank makes use of ECB refinancing facilities ani

ough the Bank @€asnn&CBt fuoadumgl andl i darmherefore,

'"s ordinary <course of business, the Bank has t
ugh its December 2011 and Febr dalrR® ywhoilckhe koefdg Te
nci al i yetirt utoiaonnss atthraedi scount , as wel | as

ations held @mMLTIRIO) December 2014 (

second series of the Targeted Loan Ter maandRef i nal

onsists oftdromrr dfairgmaen eidnd oommemrati ons, each wit
MTALT®ROY) Bbrrowing cohldTRGOGamls bien atshe ow as the in
sit facilityh(TbhbEROLATRD&®eé Fhéhewing

f 31 December 2016, ECB funding represented 5.6
blished criteria to determine which assiesls ar e
the ECB changes its criteria and the assets th
new criteria, t hat the wvaluation rules are <cha
ease. I f khe ehligéebbé& &abseBandecline, then the
or other centr al banks wil!/ be correspondingly
Bank's liquidity. I f theemi ¢dapolities weadest mik
ed, there could be no assurance that the Bank w
ing without i ncurring higher funding costs or
i ficant discounts to book value, to meet its obl
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wever, and any failure to achieve its refina
business, financi alr ocsopnedcittsi.on, results of op

uction in the Bank's credit rating could in
and make its ability to raise new funds or |

k is rated by Abartbesdatedof thtsn@®f hgehnonge€
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he | oss of customer deposits, and make third
se materially adversely affect its business,
mor e, any sdeccrleidniet irnattimegsBamk bel ow i nvest me
agreements or trigger addi tional obligatior
nal coll ateral, which coubd, mateanal By adwundr
ations and prospects.

Ri sks
Il i cal nature of the real estate industry may

up i s exposed to market fluctMatiogageihoame
the Group's main assets and represented 60.
r 2016. Loans to property developers to bui
e | oaounptoirntgf otla o4 .(7amper cent . of the Group's
n, a significant portion of TSB's revenue i
i 0.
S in property precsteatdecoetbhaterhée saecueiaoafg t
ersely affects the credit quality of propert)

mor e, under certain circumstances, the Group
ither in connection with the surrender of t
or pursuant to | egal proceedings to reposses
or degidiicnesgcaowlad kRaveata materi al adverse e
on, results of operations and prospects.

tion, the-peafer mf il hObion&ntehuep 'rseanlonest ate devel
ghghecanbhhywy hhose in other sectors. As of 31
o the real e st apteer fdoervnei | nogp nceonnip asreecdt otro wetrse onvo
excluding assets emeakR&antbegr eedhei mtsos elby ptriod ek

Guarantee Fund i n r BBlaatcioo 0CAM u it hiet iBoamn)c.o FCaA
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recover the expected value of coll ateral in the cas:
have a materi al adverse effect on its business, fin:
The Group faces market ri sk associated with fluctu
factors inherent in its business

The per fforfmamarecioal mar kets could cause changes in

portfolios. To the extent current mar ket conditions
and structured credit porehol yoestomhdetal andot det t
recor éd owmist e Future valuations of the assets for wh
wr idtoewns, whi ch-prefvlaédt ntghenat lken condi tieosnsi,n mahye rfeas
values of these assets. Further, the value of cert
determined by wusing financi al model s that incorpor
i nherently wucnhcemayai mhamgle whver time or may ulti mat el
to obtain correct valwuations for such assets may re
asset deval uati ons. Any of trheecsoeg nfiascet -off ousv nt shoewr Ir dwrr | et diel
i mpairment charges, which may have a materi al adver
operations and prospects.

The Group's business is subject to fluctuations in |
The Grewsplgs of operations depend upon the | evel o]
bet ween i nterest income-eroamng oassetandamd hent e mé £t
depositors and ot-lnear icmtg ddisit.® bNsd tio ni nitnetreersetsti ncome cot
75 per cent . of the Group's gross income (excluding
31 December 2016 and 2015, respectivel y.

Il nterest rates are hisgltbley oraen g ihtei vVGer otu®p ' ma rcy nft a otl g i
policies of governments and central banks and regul
oper ates, as wel |l as domestic and indteheatfianbabr ®c
approximately 70.1 per cent . of the Group's | oan p
interest rate | oans, its business is sensitive to v
|l oans hadraneéeeces!| ars (which mitigate in part t he

increases within a predetermined range).

Changes in mar ket i nterest rates coul d atfefaercnti ntgh e

assetseandriantsr pandi ag i habiréesties and thereby aff
An increase in interest rates, for i nstance, coul d
more significantlyeamdi guom&!| yr omahoans, imesul ting

income as oftenpiteel mabel gui e&l wi thaneits assets.

may reduce the demand for | oans, anddthbhenGrbhpte abi
credit default rates among the Group's customers. C
may adversely affect the Group thaymgmts amongt ®t h
mort page f ol i o, | ower net interest income from depo
competition for deposits and | oans to clients. Chan
effect on the Group's besuhésspffopanatalonsoadidt poo
The Group is exposed to sovereign debt ri sk

As of 31 December 2016, the Group's investment secu
ot her variable income securittias) awdraer caral iued odn |
representing 11.9 per cent. o f its total assets. A
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vest ment securities, consi sted of securities i ss

vV eermtns munici pal council s, Spafharmsdcho gber eRaeme nt u atg
denada oBlBROBand securitisation vehicles which iss
Spai n Hosmudcd de Anmoer t i z aicdoofifmA Diie .| D®f i cit EI ®ctr

y decline in Spain's <credit ratings could adver :
mmunities' and other Spanish issuers' respective
ul d al so atdhvee resxetleynti mpoacwhi ch the Group can use t|
'l ater al for ECB refinancing and, indirectly, for
duction in the value of Spaedshngoher Gmenp' boowapi
uld adversely affect its ability to access | iqui
quirements. As such, a downgrade ofr series of d
sutedagtion in the value of Spani sh government b
oup's business, capital position, financi al condi
wngrades of Spain'sofataidgssngpapdienofeade Gheupi sk
enci es.

sides Spain, the main countries where the Group h
ates of Ameri ca, United Kingdom laindn ,Pol 2 ,uxmg6l , miwilti
l'lion and 01,106 million, respectivel vy, as of 31 I
siness and I ndustry Risks

erational risks are inherent to the Group's busin
e Group's Dbusiness is dependenft tomandactaboinlsi tef fti
curately. The Group is exposed to a variety of op
stem fapeémnfrer mamderof its staff, i nadequat & cust ol
ternal systems including clerical or record keer
|l ecommuni cations or information systems, or from
e Group's business activities rdqgutirraensiatctti @mnse aml
rge amounts of money accurately on a daily basis.
her data collection and processing systems is cri
fetyi vA human or technological failure, error, 0 mi
any other materi al breakdown in internal contro
ient s, i ncludi ng tcuaali masn df oort hberre aocbhl iogfa tcioonntsr,acand t
rther, any failure or interruption or breach i n ¢
sul t in failures or interrupti onts, ignentelreal Grloeudpy' esr
rvicing and/or | oan organisation systems or | ead
ruses or other disruptions. Additionally, the Gro
i erhtipsaad ty agent s, empl oyees and managers. Any of
nanci al harm to the Group, which could have a mat
sults of operations and prospects.

e Groopbwmie hedging may not prevent | osses

any of the variety of instruments and strategies
rket risk is not effective, the Group mayriicinaclur |
ading patterns and <correlations. Unexpected ma r k
fectiveness of the Group's hedging strategies. Mo
sk exposure in arlagmirrkett elnlvitryopmenendfs ri s k. I f tt
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for which it is not hedged, such I oss could have a
results of operations and prospects.

I'n addition, duwildiotwiinmrg, TtSIBEé sBark i s exposed to fore
particular, the depreciation or appreciation of t h
Group's reported e&WAIi raqd, | ashdaotfs tt(hiemsscel Edaicntgor s may
adverse effect on the Group's business, financi al C
The Group faces increasing consolidation of the c¢com

The markethei Grobpchperates are highly competitive.

a phase of particularly fierce competition, as a r
l'iberalise the EU's bankihneg bsaencktionrg; s(eicit)ort hteh rdoeurgehgow
Spain, which has encouraged competition in traditio
the spread between interest income and isretcetroes tu peoxnp |
revenues, which means greater competition in asset
(iv) changes to certain Spanish tax and banking | a
technol ogicalasompoeene¢t, sphbdbne and mobile banking.
in the markets in which the Group operates have i
financi al institutions. There pasnialhsdamd«e mgsii gqrdiufsit
created | arger and stronger banks with which the Gr
as the Bank of Spain continues to i mpose measures
i ncl uedg wigr erme nt s tvhiaagb |l smarld eirgnanonbanks consolidate
competitive entities and reducing overcapacity.

The UK financi al services market is highly competit
i mesponse to competitor behaviour, consumer de man
consolidation and new market entrants, regul atory a

which TSB operates areammathliarek tswmrihc alhlayy rge guitrhe sb yw
competitors.

The Group also facesandko mpentaintciioad firnssminani ons and
compani es, mut ual funds, pensi on f utnarst ,a ndde pi aarstumeanntc
(for some consumer finance products) and car deal er
banking entities that operate out $cirdoewdtfluannddi enggu h at e d
soci al media developments in finance are expected t
to connect society. The Group cannot be certain tha
position.

I f t he Groo uipmpflaeiniesnt strategies to maintain or enha

i mproved banking institutions, the Group's mar ket s
effect on its businesgpefanaocs adandopdospeat sresul t
The Group may generate | ess income from fee and ot h
Net fee and commission income represented 21.0 per
the years emared2 B116 Dercde n2 015, respectively, and is ¢
Reduced fee and commission income from the Group's
and Private Banking, Asset TransfloBmaki oig, BBankies g
business wunits, due to the weak performance of for
underperformance (compared to certain benchmarks or
Group managnevse sad ment products that it sells or decl
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conditions and increased client perceptions of risk
business, financial copdbspentsresults of operation:

Failure to maintain the strength of the Group's rep

The Group believes its stcdadbd idhpadndaandi wipgaldty omc

with its favouwrmrablte rtehpeutGrtoiuopn.s H eputati on can ar.i
among others, empl oyee misconduct, l'itigation or re
of service and quality, compl i arec et of aaid eugrueast,e | yn eatdho
perceived failure to adequately address, conflicts
generally or by certain members, actions of strateg
achsoof such partners and the activities of customel

I f the Group is not able to maintain and enhance it:
business and operating results may be har med.

The Group idehigbhyidépemati on technology systems,

the tasks at hand or may no |l onger be available ant
threats

Banks and their activitiiecsaitaafdormadh lofhlidegdemedmotgyb
systems are vulnerable to a number of probl ems, s u
hacking, physical damage to vital I T centres and co
Grpumay not be able to i mplement necessary wupgrades
pl anned. Furthermor e, fail ure taot tparcoktse ccto utlhde rGersouulpt’
customer data or ioothh.erA smean soirt idvies riunpftoiroomatof t he Gr ou
scenarios outlined above or under ot her scenari os,
operation of its business and t huasndonpriotssp efcitnsanci al
The Group's acquisitions and the integration of acaql
The Group allocates management and planning resour c:
identify possiblel acgudsateassfandredssposturing its
Group evaluates acquisition opportunities that it K
consistent with its business stsr amaedgey.a Owviemb erh eo fp as
some of which have been material to the Group (incl
Mar e Nostr um, S. A. franchise in Catalonia and Arag:
Gal l ego, SanmrAdd T $B 2Balmki ng Group in 2015) . The Grou
acquisitions wild.l depend in part on its successful
assurances that its expectatiess wwilh maegaiadsi soe. i
cannot provide assurance that it wi ||, in all case
strategic growth objectives. Chall enges that may r e
phanned acquisitions include its ability to manage
busi nesses, maintain or grow its existing customer
i nvest ment Or acqui satteg@®inc ciamwueée dtamerst, s fomaaceuisgirt i
invest menestabl hnelwég entities or acquisitions in 1|
technol ogy systems adequately wi tahn atgheorseento fp oa n ceyn ledf
to an enlarged group and manage -@ormgmiotwtiinrgg nmanbag e no
|l osing key personnel. Li kewi se, upon the completion
and obliglhei anquiofed businesses were or wild/l be as
business due diligence review conducted in respect
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the Group may subsequently ownotvert henf@®@ranag i amd t whait
to significant new contingencies or to contingenci e!

I n addition, the Group cannot provide assurance tha
Any failure to manage growth effectively, including
with the Group's growth plans, could have a mater
condition and prospects.

Further mpeeattbaal integration of entities or busin:
be difficult and complex and the benefits and syner
expectations.

Finally, the Greupomayolf aall tof rtelaé i Benefits of the
hat could result from acquisitions as a result of,
funding cost s, not successfull pf coheolaicdiautiirnegd ietnst i
successfully expanding its commerci al and banking
continued duplication of administrative functions.

As a result of any of the abotvehag hestGaluips mad ifrmaid
i ncreases, cost reductaicgrus,sirndtonr mmnan i endgleigtryatamda pe
respect to such acquisitions, which could havye mat
condition, results of operations and prospects.

Ri sks related to TSB

The Group may 1incur unanticipated | osses or i ncr eas
may not be aTb98&eu ctcoe sisnftuelgiryat e

Since the Groupnwabentbni peeds&&nnhgdom before the acgqg
integration of TSB into the Group (including the m
Group to Banco Sabadelll) could proveublst abnet i mdnrtyi cdu

management's ti me, attention and resources and may
intensive than anticipated. Additionally, given the
it may takeormsd rwahiegh cnagatiisviel y i mpact the positioni

The Mortgage Enhancement and the UKAR portfolio acgql

As mentionElde eaytliiecal( nature of t heafrfeeadt etsheat &r o
oper atd osisgni ficant portion of TSB's revenue is der
portfolio. The interest includes the economic benef|
fMAddi ti onahae at 30 June 2014, beneficial title toc
Scotl| aBdnpgl of ())adhtel amdansferring entity in LIloyds Ba
28 Febr uariyo r2todatg  t Brehsasn cefmedlie Dez @1 6 , the outstandi

Mort gage Enhancement portfolio was A1,849 million.
designed in order to meet Lloyds Banking Group's ob
The Mortgage sEnbhathaoeamerhtas been constructed in a n
profitability by approximately A220 million in aggr

(tfiPeg of it ®Obhectgheincome from theoAdWhiilenaheM®roga
is designed to-temhmnmce fTSB'bs Ishogrtand competitivenes

stream of i ncome. The Profit Objective is predicat
undertihyée mgg assumptions could impact the income stre
ways.
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al |y, while the Bank of Scotl and has agreed not
ferent to that | mowhigalgmei potrtdéatil $ ot hetr enmty, of r btr

terms of therrieaeleeviamnst emrtdduwec tpsor trfeol i o, whi ch i
erwise alter t he policies i mpactisagtheés Adndirt iga 1
tgages. Among other things, this could I ead to a
e a material adverse i mpact on TSB's business, fi

7 DecembBrac2Oulisr,edTSS A3,006 million credit asset
ns, to the UKKMARS sRoD)tRfb®loiIlGmbupncponsiders that the
sideration, reflects thethaitr tmaerketedval asset ©pb
means of a public auction and takes into account
the credit and conduct risk. However, haovatanhnity
erse impact on the UKAR Portfolio and as a conse
Il d have a materi al adverse impact on TSB's busi
spects.

Conduct hodemoivey w@mady potential Iredaesdarnissiure

and Lloyds Bank entered into iSepapataboind Mghegrene
Separation Agreement governs the separation of

relationship between TSB and LIl oyds Banking Gro
t a4 dhmipsrsei on t o thadilnogndofh TBSB cAM Bk csislhoaki I(itthiees
luding liability for breach of | aw and regul atio
Separation Agreement, LIl oyds Bankdehasa cahg rmeeentb,e rs
with a range of i ndemnity-Agmbsecbhomsbnesespac
l udes a broad and, save in certain |imited respe

prfrdmi ssi on iascstisongr t et constitute breaches of | a

agr
I nd

The
cov

Cl a
t he
sub
| os
rep
Ri s
The

Eac
its
t he

@)

eement s or t he rel evant security i ntheorduwctsecu
ennity

re are and wil!/ be | i mi toss steos iatrsi sd cnwe raasg ea. rFeosru | €
ered by the Conduct I ndemnity will only be recov:

ims made by TSB pursuant to the Conduct I ndemni t
Conducwi llIndeennf bynd to be applicable in all ca
ject to the continuing solvency of-rkelayeés. rliskad
ses that fall out si de t hel ds choapvee oaf mahtee rG can d uacdtv el
ut ati on, business, financi al position, results of

ks related to the Preferred Securities
Preferred Securities may not be a suitable inve:

h poteertoirali ni ntvhe Preferred Securities must deter
own <circumstances. I n particular, each potenti a
help of its findwncisalr sandahether ptofessional a

has sufficient knowledge and experience to make

the merits and ri sks of i nvesting in the Prefe
i ncorporated by irmde€Cencel am, tthalsi mof fiemt o accoun
may only be a suitable investment for profession:
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(i) has access to, and knowledge of, appropriate anal

fioaal situation, an investment in the Preferred
wi |1 have on its overall i nvest ment portfolio;

(i) has sufficient financi al resources and liquidity
Seucr i ti es, including where the currency for payme
from the potenti al investor's currency,;

(v understands thoroughly the terms of the Preferre

paymedt cancell ation of Distributions and any Coc
Ordinary Shares, and is familiar with the behavi
(v is able to evaluate possible scenariosafffercteddrso
investment and its ability to bear the applicabl e
A potenti al investor should not invest in the Prefe
with its financial and other peonfedsbBeoanlti adegsswibk)
changing conditions, the resulting effects on the
invest ment wil |l have on the potenti al i nvestor's oV

The Preferred Securittoi etshemaex ebreci swebjéoweéhe bgpahies R
Resolution Authority. Ot herorpotwreeg sSRMoRal dleatii @am iLal
affect the rights of the holders of therPedf Secedi &

The BRRD (which has been implemented in Spain throu
provide authorities with a credible set of tools to

credit i nmswedtuha rotnsf iorms (each an "institution") so
critical financi al and economic functions, whil e m
economy and financial system.

I' n accordancO oni tlhavArlil/ca Gl 2, an institution wil!/ b
any of the following circumstances: (i) it i s, or i
solvency or any ot her r eignug rietnmse na st hnoerciessastairoyn ;f o(ri ima
in the near future to be, l ess than its I|liabilities
debt s as they fall due,; or (i v)suippornrteqgliiexeeptextm
circumstances) . The determination that an instituti
which may be out &i cdeondfrotthat iinstitution

As provided in the BRRD, Law bhd/ 20OWerscsomthaichhs mlagurb e
or in combi nRROB n tBudere,rSdka ¢ htehe case may be and accor ¢
of Spai Bpami sthheSecuritiesComMasNenoCalmmidesi ovmdr Eado ¢
(BGNMW¥or any ot her entity with the authority to exert
(eaciRel avant Resolbpti appAwphormittey considers that (a

to fail, (b) t her e aits amoy rad d eaoamablieseprpad veadte tshkect o
failure of such institution within a reasonable ti m
The four resolution tools are: (ie)s odaillte omf Aluu shiome g 5
the sale of the institution or the whole or part 0
(which enables the Relevant Resolution Authority to
"bidge institution" (an entity created for this pur
separation (which enabl es the cReerlteavianntc aReesgool ruyt i ofn &
i mpaired adri cp rommlemeome publicly owned asset manageme .

managed with a view to maximising t-hewn ¢(eoahiue ¢tanoh
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together with another r esnol(unhiiocnhetigeavierse ntiRye)s)Rl ud m e n(
the right t oeleexneerhctisshee cSefra nailPsmiwe B a i(la s) Tdhei fsi niendc | buedl ecsw)

ability of the Relevant Resol uti on tAouotnhvoerritt yi nttoo wergiu
othemrséies or obligations (which equity, securitie
application ofi nt hRowpagnicerwr tBhdainl unsecured debt cl a
(including capital inSecumenmtespuch as the Preferre
TheSpani sshn BRdoWes athgwmwridc¢enversion, transfer, modi f
existing from time to time wunder, and exercised i
requirements in etfd eche ithr &Smpaapgwnsi triednatdafngt he BRRD,

including, but not | imited to (i) Law 11/2015, as a
from time to ti me, (iii) the SRM Regrmy adt ler, iarss tarme
rules or standards made in connection with either

institution can be reduced, cancell ed, modi fied, or
of ssthtunhion or any other person (or suspended for

I n accordance with Article 48 of Law 11/2015 (and
Rel evant Resolution Authority wundermppAritciadliend dfoft hle

Ba-i h Power, t he sequendcoewno forancyonrvegs slitoinngs hwarilt eb e
i nstrument s; (ii) additional tier 1 instruments (wh
the Pr efreirtrieeds Seocnust i tute Additional Tier 1 |l nstr ume
tier 2 dinstruments; (iv) other subordinated cl ai ms
capital; and (v) elriigbiebd ei ns eMritoirc l.lei B4bB |a@ft dlesw ek le/sk0 !
is consishieatamwéhyh dfhecl ai ms inpnesmai béedsbyveawy?2p

Jul vy, on Llenys 0212v/e2n0c0y3 ,( de )9 (ltenedl viemcayd dimmvuec smjluncti o
Additional Provision 14.20 of Law 11/2015.

I'n addition t-iontPewermp,ahtisdl BBRIRID1t5he SRNrReduwleatfioan t

Rel evant Resolution Authority to-dbawe miréectof unt beeqoy

capital instrument s, such as t hvei abbriddé® rya b(d'l iStex uL D6

Absorpdi oan instituThenpairinasg igfricanypnof an institution

Rel evantn RewtoH artiitoy det er mines that the itnhsawi tittt i on
I

no onger be viabl e inmmsltesusmenhs mkeleewarnttteapidtoaMn o1
extraordinary public supptorsudl < wppeer tprtohve dRal eawnman
determines that the i nstTihteutpioo v iwobuflldh orgo ol fo nag egrr obuep
whi ch tihref grmges or there are objectiege cgaulgemetnhes neoa
future, wi || infringe its consolidated solvency req
Resolution Authority in accor daWicabiwiitthy Alrotsisc | Aeb s3ad8r.p
i mposed opriionr ctoombi nati on with any-i exeProcwiesre oof aannyy
resolution tool or power (where the conditions for |

I n accordance with Article 64.1. (i) aolft eraw hlel /a2n@olusn
interest payabl e under debt instruments and other
proceedings and the date on which the interest bec
power to snsptod paavemporary period).

The powers set out in the BRRD,R®Ds liorhpd/reddetbhe d SRHKr
Regulwitliloni mpact how credit institutions and inves
circumstances, i ttcres.r i Rgthrt su aonft ctroedLaw 11/ 2015, hol deé
subject to, among other thingsPower adgwappbnchudong

zero)n which «case&ontvheerrse omayof be heotPr edredrirneadrryS eShuarri
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conversion into equity or other securitiesumderoblig
terms different or | ess advantageoumwen¥erstboe tHesder
t hGondiandnaddi ti onal |y m¥diyalbiel istuy | levwehtis cthd b reamyy p HiNaovoen s |
adverse effects to the rights .0fTheheexherlciesres aufndaemny

may result in suchSéoudetrtsenf|l ahiendPredmered all of
having theitrhPemre fgditsed nS8ecurities adversel-iyn aPdwert ed .
may be exercised in such a manner as tecaeaiewiung d nd
security, which may be worth significantly | ess thai
Further, t he exericn sRowefr tvhiet hS praensipsenc tBatid t he Prefer
Rel evant Resol utdtomerAudachtoiran,y orf amy suggestion that
action may happen, could materially adversely aff e
mar ket price or value or tradi nrg tbheeh aavhioluirt yo fo fa ntyh eP
its obligations under any Preferred Securities. The

to holders of sectmi tpioewse rs u(bijneccltu dtiangt hdheb Pidlerf err ed
resolution powers of the Relevant Resolution Author
have | imited or circumscribed rights to challenge
exerci sien iposwebra.i |

The exeoti $he -Spamwiowkr Baindi abi laintyy Nonmss Absorpti on
Resolution Authority with respect to the Preferred
depend on a number of fadtdrhe Whinkh smayndlrod . béd no @t
Resolution Authority wild@l retain an el ement of disc
to refer to publicly available critewuch Bpa#hindker Bab
Power and/WwirabanyitNonnoss Absorption. Because of this
predict when, if at all, the exercise of any such p
This unceadwemsegl ynmagffect the value of the Preferrec
the Preferred Securities may be affected by the thr
(including any early inbkuveoh)oonpr maagsuseghesorenan
the Iikelihood of such exercise is remote. Mor eover

powers without providing any advance notice to the |

I n jatditdmn t he gui-dmnpeowindeédailby EBA wunder, thlee BRBRA' o
preparation of certain regulatory technical standar
the European Commi ssi ons amanciemrg.ai Mhegereactgauidedli d el
determining when or how a Relevant Re sionl uRd wenr Aaurn ch
i mpos#&iMdbdmnl ity Loss Absorption. No assuranté oan be
be detrimental to the rights of a hold@®rin¥YePtméptr]
the Preferred Securities.

I n addition to the BRRD, it is possible thagethe ap
of reforms to the regulatory capital framework for |
capital instruments issued by such banks fully absc
amendments thelrat or egulodathery spmaoposal s, i hoolrdkirng p
recognition of resolution actions, could be used in
|l osses in the manner descr i bedl wthioowre . AUAtnlyo raictty omisr i
granted by Law 11/2015, or ot her measures or pr op

adversely affect the rights of hol ders of the Prefe
Prfeerred Securit&eabahtdtygrtoheatGiebtip its obligations
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The Preferred Securities are subject to the provisi
whi ch may change andsdavtf actmadrri hé fBdrvms and mar
Securities. Some aspects of the manner in which CRD

The Conditions are drafted on the basis of Spani sh

Changes in the | aws of Spain or their official i nt
Spain or the ECB after the date hereof may affect t
mar ket value oftitbase. PSetkbrcbdnesuin | aw may inclu
regulatory regimes during the | ife of the Preferred

in the Preferred Securities.

CRD IV imposes a seriwhlhi ofi wielqluibe mgmased mamyowdr a
the CRR is directly applicable in each Member State
to be resolved through binding technihaodl t &¢archRDr dls\
Directive has l eft certain ot her matters t o t he C
measurement of RWAs may change over time as a result
an adver se Eelfif ercatt ioon. t he C

Any changes in | aws and regulations (including thos
standards which interpret CRR) could i mpact t he cal
Group or the RWAtdhferimoe eGr bepgauke the occurrence of
Di stributions where subject to a Maxi mum Distributa
ratio and capital measur es, ainryt erhmrneateati ino s pkayirseg dl
that could affect the calculation of such ratios ani
Trigger Event has actwually occurred and/ orecwhettoher
restrictions.

Such <calculations may also be affected by changes

policies and the application by the Group of these

the Groupthas, amdyshaee a materi al adverse i mpact o
accordingly may give rise to the occurrence of the

may not ot herwise have occumpeaedt ndt wi twhisltlanhda vwe ft
Preferred Securities.

Furthermore, any change in the | aws or regul ation
application thereof may in certain cirmuimsé aRcekerie
Securities in whdhe PuefeotrednSpauvuti (6ee may )be red
I'n any such <case, the Preferred Securities would

adver sel y aafnfde cftr uisntvreastteorisnvest ment strategies and g

Such | egislative and regulatory uncertainty could a
accurately and therefore affect the madkempacti cenof
Preferred Securities of one or more regulatory or |

The Preferred Securities are irrevocably and mandat
certain prescribed circumstances

Upon the occuggeernckv eonft ,t hteheTrHref erred Securities w
without any requirement for the consent or approval
calculation is made by t he Bafnkt haen dP rsehfad rlr ebde Sbeicnudriir
i ssued Ordinary Shares. Because 6t ma Trhieg gGero ufpv esn tC BW
have deteriorated significantly, the resultiong Trig
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in the mar ket price of the Ordinary Shares, whi ch r
Trigger Event.

Therefore, in the event of the occurrence of the Ti
ConditionsyyofShaneOmaiynéde below the Floor Price, an
receive Ordinary Shares at a time when the market p
Conversion Price. I'n addi tri o, Ptrredree rmaly Skeuai delkay
Shares following the Trigger Event , during which t
further. As a resul t, the value of the Ordinary Sh
could be substantially | ower than the price paid fol
Accordingly, an investor in the Preferred Securitie
Ordinary Sharegiigmetrhe&Evewndntddefudai igof Selkee aPseferre
bear the risk of fluctuations in the price of the
could give rise to the.occurrence of the Trigger EV:«

The circtumatamagsgive rise to the Trigger Event are

The occurrence of the Trigger Event is inherently u
which are outside of the Group's conteolisker desamp
undacr oecono Mailr kRitds,RRefssikrsess andahfRds&ktsr y e Riptrlesl t o
the deterioration of the circumstances described t

occurrencer oEvehe. TFuggker mor e, the occurrence of t
of the CET1 rati o, which can be affected, among oth
future earnings; expected wiadyemedhd sarbdy dihset rBiamWkt ii onn &
payments in respect of instruments ranking junior t
regulatory changes (including possiblenshafgéehbhei CGET
ratio and its components or the interpretation ther
RWA s , in each case on an individual or a consol i dat

under CRD IW)t heh@magemcti ure or organisation and the
its RWAs. The CET1 ratio of the Bank or the Group a

Group in relation to its busiagemeas amdi dperc Baindkms ,
wi || have no obligati omHotlaeaog®ndindecrontntee tii mtne rwa &ths td
the Group, including i nHoledsepresc to fo ft hcea pR rt eaflve enraentay gSentel

claim against the Bank or any other member of the C
t hGompetent mAyt hequiye the Bank and the Group to c:
Trigger Event could occur at any ti me.

Due to the inherent uncertainty in advance of any d
Event may exist, it owi Il be difficult to predict wf
Ordinary Sharedinfcbehdvhngluy, i hraespect of the Pre
expected to follow trading behaviour associated wit
Any indicati®not haBeCEaddBpaki odi hedeer ¢ehei ngskamwmf a
occurring is becoming increasingly proximate) may b
of the Preferred Securities and on the price of the
nolbe able to sell their Preferred Securities easi |

instrument s.
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Hol ders of the Preferred Securities wild/l bear the
and/ or movement & hian tchoeul GIETgl vreatriicse to the occurren

The market price of the Preferred Securities is exp
the Ordinary Shares, in particularniifn athen@ET1 mrea
reference to which the determination of any occurre
predict whether the price of the Ordinary Shares wi
i nfl ubeync eadmong ot her things, the financial position
economi c, financi al and other factors. Any decline
indicationd&t lhhat tisleeCETaliuler adeé cor easing (and hence the
occurring is becoming increasingly proximate) may
Preferred Securities. The 1l evel of the CET1 ratio
significantly affect the market price of the Prefer,
Fluctuations in the market price of the Ordinary Sh
given and the Conversiohh&etafétmenttbPat eamayg 8absa
Shares delivered to that Holder on the Conversion S

Preferred Securities are perpetual

The Bank is wunder no obligation to redeem the Pref
Peferred Securities have noOnyli gihnt tthoe ceavieln td roorf tahneyi
involuntary | iquidatupongf dtiesoBamkont lme porienmdieanugeldy S

convertOedi Barges) wielnlt i ¢ ¢ refroeem tvaen @ utt o fB atntke aavsas d tash |
for di sthroil dettiben Ltiqui dati on Distribution.

The Preferred Securities may be redeemed at the opt]

Al | and not some only, of the PhefeptednSetuthei 8a
prior consent of the Competent Authority, on any Di.
Dat e, at the Redemption Price and otherwise in acc
force. Under the CRR, the Competent Authority may ¢
Preferred Securities in such circumstances provided

0] on or before such r edetmpas,ont o Bearek Prrefleaaesd tSte
with instruments qualifying as Tier 1 capital of
for the income capacity of the Bank; or

(i) the Bank has demonstrated toAuthbomrsiaty &f Hateiro hle o

capital and Tier 2 capital woul d, foll owing such
CRD IV by a margin that the Competent Authority r
I V.

The pr oy ewhireh bsuch consent of the Competent Author
Articles 29 to 31 of Commission Delegated Regul ati ol

The Preferred Securities are altsot hree doepetmaobn eo fo nt hoer |
but not in part, at any ti me, at the Redemption Pri
and otherwise in accordance with Applicable Banking
Tax Event.

Undehe tdermms Pofeferred Securities, a Capital Event i
Competent Authority considers sufficiently certain)
that resultitskedoy woulr@shét) i n: (i) the exclusion o
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Preference of the Preferred Securities from the Bar
reclassification of any afi omePoeftfetamadeée ngf aghee®act
l ower quality form of regul3deeoragl s@apCdradi toifon h&e. B.an |

For the purposes of the Preferred Securities, a Ta
regulaft i ohe Kingdom of Spain or any political subdi
power to tax, or any change in the application or o
a holding by <court hfat compaet ¢ st ijnur(ias)ditchhd oBank no
deduction in computing taxation I|liabilities in Spai
Di stribution Payment Date or the valueedf ®ucHhbded:
Bank being obliged to pay additional amounts pursu

avoided by the Bank taking reasonabl e measures avai
Preferred Seculrliy ieaefsf ebcetiendg. madaerdlaso Condition 6. 4.

I f any notice of redemption of the Preferred Securi

occurs prior to such redemption, the relevant redem
of no force and effect, there shalll be no redemptio
instead, the conversion of the Preferred Securities
It i s not possi bl antyo furediect cwlaemtglteeri nort heotl aws or
Banking Regulations or, in the case of a redemption
or of ficial interpretation t hebroevoef,, wirl |anoyc coufr tahned ¢
circumstances in which the Bank is able to elect to
the Bank wil/l elect to exercise such option to red
Cometent Authority required for such redemption will
of any such early redemption, hol ders of the Prefer
t hat i s equal Rroeftehrer erdetSuercnuran i telse I n the case of

Securities at the option of the Bank on any Distrib
the Bank may be expected t o etxseracries el otvheirs tohpatni otnh ew hi

at which Distributions are then payable in respect
at which holders of the Preferred Securitiiekelayetab
be as high as, and may be significantly | ower than,
I'n addition, the redemption feature of the Preferre
period when the Bank hase tRPrefrargrhad tDe ceulreictti etsq 1t dr
Preferred Securities is unlikely to rise substantia

also be true prior to such period.

Payments of distributions owetitbpamPPyebprdredbfSecturioi
certain conditions

The Preferred Securities accrue Distributions as fu
its sole and absolute discretion, dro icmngardt tate apray
without any restriction on it thereafter. Payment s
made only out o f Distributable Items of the Bank.
(whet hgr obdy awa epayment of the Liquidation Preferenc
if and to the extent that such payment would cause

payments on Additional Tiiceaeb | B2 Bamikti aalg @Rergsud anti onh s
l'i mitation, any such restriction or prohibition rel
the Bank or the Group, Article 48 of Law 10/2014 al
ot her provision of Spanish | aw transposing or i mpl e
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fur fichReDr 'V introduces capital requirements that are
capital requiremaekt $ rewiml Imake ssigr ipaty memeé sBaf Di stri bu
in certain circumstances, in which case the Bank wi
Securities candmboetl oewk.ceed t he MDA

There can, thereflhat,abHdohdermswiurlancesei ve payments
Preferred Securities. Unpaid Di stributions ar e not
accordingly, if any Distribution ferrpdrSetherebé}
of any requirement for, or election of, the Bank to
Preferred Securities to receive the relevantti i stri
Period wildl be extinguished and the Bank wil/ have
to pay any interest thereon, whet her or not Distrib
future Distribution Period.

No such =election to cancel the paymemdaymefntanoyf Dains
Distribution (or part thereof) wil!/l constitute an e
insolvency of thefBahk ®Preéerrtelde Skoudéetses to take
di ssolution or winding up of the Bank.

I f, a a result of any of the conditions set out ab
Preferred Secudr,i ttiketes Bnaryk bmaypapr oceed, i n its sol e
Di stributions under the Preferred Securities.
Notwithstanding the applicability of any one or mor.
under the Preesf enrorte dbeSencgurpiatiid or being paid only in
l'imited or restricted from making any Distribution
ranking junior to the Preferaond aSrey uCEBETIL ecsa giitneall udfi
respect of any other Parity Security.

Further more, upon the occurrence of the Trigger EvVe
wi || be made, including any wikkrukd @adcehpadd Di st
Additionally, in relation to the foregoing, i nvest
additional amounts payable in accordance with Condi
same basis af &oy Bi paymboti on in accordance with Cq
The obligations of the Bank under the Preferred Sec
Bank. IBta sk sc utrhree n t intention that, whengvei vedendi ®
di stributions in respect of the Ordinary Shares, o]
account the relative ranking of these instruments i
depart frcomatthiist sposlod se fdurstchreert i ent, @wmtd i n this ri sk
Applicabl e Banking Regulaat idamssrand otntag i Cyn il teicdn ¢ ,0
time and for any reason.

CRD |V intr ordeucweisr ecneepnittsalt hat are in addition to t
capital requirements wil/ restrict the Bank from r
Securities in certain circumstancesi,butnPamhsiecnht sc aosne
the Preferred Securities cannot exceed the MDA

No payments wil/ be made on the Preferred Securitie
aggregated together with other rel édveanAmoduinstt r(iibfu ta noy
applicable to the Bank and/or the Group to be excee:q
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Under CRD 1V, institutions wild/ be required to hold

RWASs . I n addi-adlolned o" avire sfeu s RDr ¢ Yui sememtvs songemu
i mpose additional capital requirements to cover ot
required under CRD 1V), including any additional " P
addrréessks not considered to be fully captured by th

macproudent i al consider at ineh a,d¢adRedanpdes sb wmama &d mo p eaa
Commi ssion on 2BuNbhkembgejgelBbdtoaty is@@ch as the TLAC/

The Group may also decide to hold additional capital
CRD IV further introduces capital buffer requiremen
addition t omutnh ec aapbiotvael nriengqui rements and is required

In accordance with Article 48 of Law 10/2014, Articl
Spain Circular 2/2016 (which implemanteAtriigl eotldin

ficombi ned bufdmrustr eqalliagwelnmetng its Maxi mum Distributab
Di stributable Amount has been calculated and commun
to restrigd¢li enisomaar yd payment s. Foll owing such <cal cu
entity will be subject to the Maxi mum Distributable

I n accordance with Article 73 of Royal D e0clrée e t8de/ 2 C

restrictions on discretionary payments wil/l be scal
buffer requirement” and calculated as a percentage
annual che ctihséi locht sobn Sdchprodlidwsl.ati on wi l |l result i
Amunt " in eachAsr edreveaxéampleg, odhe scaling is such

"combined buffer requiremeint!  beaotpédesdtasd dld omsae gu @rac
in the event of breach of the combined buffer requi
are imposed that have the result of increasing the
necessadmuygetadisereti onary payment s, including the po
cancel (in whole or in part) payments of Di stribut

accordance with Conditi ®Sreclu2)i tiiresrrespect of the Pre:

Pending clarification of the above provisions, t her
application of the "Maxi mum Distributable Amount" p:

1 t hfMaxi mum Di st r iobauptlaibelse whoneomiinit me de gbuuifrbeense nm o t
mai nt &ihceadmbi ned bufbdbeeprregantre meimé amounts of C
institution is required fPollmandt diif ERpyYdrddrabhe)

reqgey kpplicablHoweegul attihenrse. are sever al di ffer
intended to encourage countercyclical behaviour
and others which are intendeodnst of opr oivnisdtei tad d iotnis
would result in a significant systemic risk;

1 the capital conservasipeci butcf eouanerchel iocati bufi

1 January a2s0eldé boans ias pchoThhtel nsuyi sntheunbibce 2rOids@ky be appl i
ti me upamn odectihsei or el Avant reastuhori ttihesiaxiemunmal i
Di stri butdawilld Acnhoaunngte over time; and

1 moreover, payments made earlieriMaxi mhmtBPielut avlle
Amowatvailable for payments |l ater in the year, an:t
porti ofiMaxfi mulme Di st r iobot apbheg mAmbaenschedul ed to be
ye&wv.en if the Bankeattempt et modassoyahce that
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fiMaxi mum Di strichutabyet Ameuwi!| | depend on the amo
the course of the relevant year, which wil!/| neces

The quairt U apanhtdhe trygporotofatsmust appihpyt al meempagt
bank's ability to make discretionary payments on it
Tier 1 instruments.

Amongst ot hBeceanhbhZBEBsh Cphieni on (which does not have t
opinion addressed to EEA competent authorities that
account for the MDA calcul ati oniPiilsd a mifni I2laxa ptod atthe a

the institution. I nfiPe fl2Zlapivbahdsbwoubtdamkad' t hat ow
and thus a firm' s CET1 capital resources would only
fiPi lll@nf®Pi I2lGaaphéaaé been met in full

I'n its publicatwiodne osft rtelss 2@®k68 EWsults on 29 July

di stinctiRPOR Ptezomeeech bel ow the <capital bufdgetdheand
application of a Maxi mPmB GBIt atcrkieldu tasblolvee A rhceu ncta)p i & nad

t®2G the publication stated that, in response to th
other things)pictoalsi geirdaed¢e, ngbewe the combined buf f
guidance is provided, t hat guidance will/ not be ir
Amount , but competent aut horiti esCowmpueltde ned x paeuctth olr a rt k
remedial tools i f an institution refuses to follow .

The ECB publiFskgdentbet asked qwwe dtei csridsr @omrs i tr les NnYO It &h
di stinctPe@RnRIZ&wWed emoti ng that under the stacking orc

ful fiPI2.G hei case of further |l osses, theyYRwaunlddfhaeatl
iPi 12 R®&i nding and breache®snsagudrves dP@B8cb amkgal
directly bindingP?2a@odesa nfoati lauwrteo mtaot inceaeltl y trigger | e

expects b&PRiGs Foo!l maweng this cl arFR2f@s andtone x péctied utn
the automatic calculation of the Maxi mum Distributal

Separately, certain regulatory proposals may restri
certain circumstances, i n rwhciacnhc ed asienttelree sBamlkay mawnt
Securities. For exampl e, under the Proposals made ¢k
firm wild.l be deemed not to have met its combined
restrofctAmotmniscl e 141 of CRD 1V, where it does not h a
and quality to meet: (i) its combiPmné¢lHLBETLf ecrapi €U

requirement, fPiiilllGairémnesgluéi rpeeme ncte,n fiRii V) @adrpist 81 pree q cieme
and (fiRi) IliddARSEL r equi rement s. Separately, these propos

to meet or exceed its combined Hufifnert hree gAaixri emaem tD,i si
Amount , it shall not make distributions relating toc
having made payments on its additional tier 1 instr
stillecsubho the EU | egislative process and national
these proposals wildl be adopted in their current 1
negatively i mpact the Bankbiltihty Groumalkedi nther é8satn k|

Securities and therefore the value of the Preferred

Further mor e, any determination of the capital o f t
respective capi taggl bree d umprosmantfs otmhati m to ti me wil!/l
of factors any one or a combination of which may n
hol ders of the Preferred Securitiesentamadl sofmet lod @&ho
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risk of any <cancellation (in whole or in part) of
accordance with Condition 12) on the Preferred Sec
advance andebdhwtsaoanhota®Deéstributions (or any addit:.i
Condition 12) on the Preferred Securities could occ

Any failure by the Bank and/or the Group to comply

amonbgewotthings, in the imposition of restrictions
Bank, including the payment of Distributions on the
As outlined IiAGRD hleV riinstkr ofdaucctessr capi t dlonr & u itrheememit rsi
capital ratio. Additional capital reqguirements wil
the Preferred Securities in certain circumstances,
Payments emreadeSePawrfiti es omadbmonvet, ddheeadcgtuhat DA fr a
TLAC/ MREL Requirement, including its i mplementation
subject of the Proposal s. I ft tfher m,r op ofsail Isurag eb ya dtolp
Group to comply with the TLAC/ MREL Requirements m
restrictions on payments on Additional Ti er 1 inst.i
potentimtlh sgrxactneo paséeodpeci f)c ¢todbndihtei Brasm karbe croente s
restrictions, the Proposals provide that any discr
Additional Ti er 1 instrumerMaxi Mwimi dOH swirlibubeaeblsebAm

should be prioritised over distributions on CET1 ca]
There are no events of defaul't

Hol ders of Preferred Securitiadeemaverenao ®bielfietry etdo ¢
terms of the Preferred Securities do not provide fo
payment of any Distribution (or any additional amo u
in part at any time and as f udRPdaymentcsondfemgl| atedbut
Preferred Securities are discretionaryoamd swlkiphect
cancellation wil!l not tcoonrstgitmitlearanegyveenvte ndr odntdetfla
Securities to take any related action against t he
following a Trigger Event, t hamp o 4da hlei duindaa ttHhoa nd @ Irca
wi || not be in respect of the Liquidation Preferenc
receive out of the relevant assets a monetary amoun
woul d have amegcediivsetdr i druti on of the assets of the B
i mmedi ately prior to suchupiquidati on, di ssolution

Hol ders of the Preferred Securities only have a |inm
Seurities

The Preferred SecuiPiféecirasedarSecperidié tessa Ba@E prapethhal o
redeem the Preferred Secunlihtei eRsr eifne roerdt aSere me id rt duemnss t
the option Thiabi hét Bawk the Bank to redeem or purcha
the Bank satisfying certain conditions (as more par
assurance that hol der s of tthe rPaiefwagtedt lSeecamouhne:
redemption and/or purchase at a rate that wi || pr o
Preferred Securities.

Therefore, Holders have no ability to cash in their
0] i f the Beasnki tesxerricgjlsts to redeem the Preferred Se
any Distribution Payment Date falling on or afte
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Capital Event offha Parf &vead) Sémadki af es hemappbeonm
Baokr purchase the Preferred Securities in accor

by selling their Preferred Securities or, follow
delivery of Ordinary ®68hdresonnb,actbhedandag diwvhahy
secondary mar ket exists at the relevant time for
fiThe secondaryomarket generally

the Bank exercised its rightitee 1 edeaacmoordamuerec twa
failed to make payment of the relevant Liquidat
, such failure would not constitute an event of
bring a claim for breach of contract against the

ders of the Preferrddl Seconi presebaivenl| i mited ani

number of Ordinary Shares to rlerspiessued aamd hd el
urity shall be determined by dividing the Liqui
version Price in effect on the Trigger Event Not
res arteed htecn tardanditng on a Rel evant Stock Exchange
an Ordinary Share; (b) the Floor Praitc et; h ea ntdi nfec ) «
ve(frsdiomg U0. 125 on t he aQlyo sShnagr elsa taer)e onro,t itfh etnh ea dC
evant Stock Exchange, the higher of (b) and (c)
arding the Conversion Price.

FIl oor Price wild.l be adjusbeaed Frecthssiefvieamat itdhm/tr
di vi si on affecting the Ordinary Shares-Cadhe p a)
i dends, rights issues or grant of other subscrip
thbeus, only in the situations and to the extent pr
re should be an adjustment for every corporate ¢
res or that, i f hee Hrldd enrarwe rSeh atroe shaavte thheel d itme of
I d not have benefited to a greater extent.

ther more, the Conditions do not provide for cer
l uded i n securiotrideisn atrhyats hcaarewse rotf iantbhoantkhet o pr ot
relevant conversion price adjustment provi sions
orate events or actions on t hre exceomplne ,c tvhad u@o 1
ain neither an wundertaking restricting the modi
r

p
t
ertaking restricting issues of new share capital

Furetrh if the Bank issues any Ordinary Shares credit

a

not
n
I

Acc
adyv

Ban
t he
r ef

profits or reserves (including any share premi.
rehol ders may el ecash oi mm elciedw eofa sbhuoh d@rnddi nanr y St
constitute an Extraordinary Dividend, no Floor
ditions 5.3(b) and 5.3(c), and t hbeer epfroortee eht celdd ebrys
ution measures.

ordingly, corporate events or actions in respect
ersely affect the value of the Preferred Securit.

order to comply witheguicremenng irmgoasadoby appi:
k may need to raise additional capital. Further
interests of the holders of the-dRrl aftdrorne dpr e cew
erred to above.
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e obligations of t he Bank under t he Preferred S
bordinated upon conversion into Ordinary Shares
e payment obligations of thecB8awnkt uofleprithei Palfe
conditional, unsecured and subordinated obligatic
th Article 92.2U of the Insolvency Law and rank a
ogion 14.2U0 of Law 11/2015 but subject to any oth
ovision of I aw, upon the insolvency of the Bank,
eferred Securitied4 fustriumeassAdditsabakcTi €p any
a result of any mandatory provision of |l aw (or o
rcul ar and according to Additi onoafl tPhreo vArse foenr rledd. 2¢
d any other subordinated obligations of the Bank
|l evant time an Additional Tier 1 Instruments or T
e Bankguabi fying as Additional Tier 1 I nstruments
mpl ete provisions regarding the ranking of the Pr.
addition, if the Bank were wound ulpd fimgaut dappdy
sets of the Bank to satisfy all claims of hol der
editors ranking ahead of hol ders of the Preferred
ttle clrmamsi mdg orrddoirtors in full, the claims of t
eferred Securitildosl dweirlsl orfott htee Pgeatfiegfrieedd . Secur i ti
stribution of assets ywiStehcutrhe itesl degr st heef Baamyk aotohees
make full payment to all/l of t hem. I n such a sitdt
rt of their investment.
rthermore, if the Trigger skventofodcdher Predtertrled Se
ares pursuant to the Conditions is stilup toof ttahkee
nk, the entitlement of holders of tlhe afrte faesrsredds D
nk a monetary amount equal to that which hol ders
stribution of the assets of t he Bank i f such Co
qui dati onwi ddugmsg |l uti on or
erefore, i f a Trigger Event occur s, each Hol der
|l der of a subordinated debt instrument to being t
at holderd 9dcurhiet iPeefwirlrle | ose all or some of 't he
a Delivery Notice is not duly delivered by a Hol
ice of the Ordinary Shares and the Btahme&k smaalye afn a
dinary Shares underlying the Preferred Securities
order to obtain delivery of the relevant Ordinar
l'y completed Delivery Notice inCondonrdamce . WiOt h |1
mpl eted Delivery Notice is not so delivered, then
e Ordinary Shares that may further affect the va
ditiBank trhey, on -otfhfe DN\aottei c(es aGiuet a's provided bel o)
scretion, el ect fSted lap@didgtpndcpuersdrhag¢t ad | Ordi na
ttl ement Shares Deposi tnoprlyetierd rDeesl pevecetr yo fNowh icceh amao
ve been delivered woffoDabef ase afloe eblat dceshe@ult be
I'ling Agent as soon as reasonably practicabl e.
e to the fact that, in the event of the Trigger E
en the market price of the Ordinary Shares is ve
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upon any such sabhkel goubdebetbabsthetprice paid for

their purchase. I'n addition, the proceeds of such
Ordinary Shares offered for salmaywtbd hthesamasd i ime t
sales by individual hol ders of the Preferred Securi:

The terms of the Preferredfbecumgihtises contain a wai)

The TRrAICnci peem 8hdderr opmppd atvsede t hat el i gi bblee siurbsjtercu
to set off or netting rights that would under mine t
s eotf f rights in &@eepkrcgatifonsheunBdaenrk t he Preferred ¢
resolution ppreopadhridiwed by Article 68 of BRRD (as

The Conditions provide that hol derf$§, ohet hen®ref ercoo:¢
rights against any right, cl aime agail nsabi AnyyhohdeEE
indirectly, howsoever arising. As a result, holders
seotf f t Bbe obbdrnkgyati ons under the Preferred Securities

There are | imited remedies available under the Pref

There are no evdtrmtes Pofefaef @illhtee @endértei enso debveeentt ltse o f
event that the Bank fails to makewhaemy tphaey nseannes novary ¢
the remedies of holders of the Preferred Securities

Hol ders of the Preferred Securities may be obliged
take yYWedofi verdi nary Shares

Upon the occurrence of a Trigger Event, a Holder r e
addressed to the shareholders of the Bank pus+ suant
Law 1066/ 200y, atf admedded, on the | egal regi me of

Directive 2004/ 25/ EC of the European Parliament an
holding in the Bank exceeds 30fpéetscaggregatéehbohun
is |l ess than 30 per cent. of such voting rights, b u:
percentage, it nominates a number of direct®lry t hat
nomi nated, represent more than half of the members
of the conversion of the Preferred Securities into

Hol ders of the Preferred Securitamrd/ omaymdy rmadd expp
the Group's Competent Authority

As the holders of the Preferred Securities may re

investment in the Preferred SecuritiesimgyCoaeselksib
having to comply with certain disclosure and/or reg
and regulations applicable in Spain.

Pursuant to Spanish | aw, the Bank and t hwh eCrNMVhenu s
percentage of wvoting rights or shares in the Bank
hol dings of shares aggregated with direct or i ndir
exceeds 3 pern cemdci fanmndl hoperetakiDé B geiSgptei on oif Share
Reporting ®Requirements

Additionally, any natur al or |l egal person, or such |
a holding of 5 pertécéwytt hmuBtankmmaedi dthel Bamk of Spas
acquired reaches 10 per cent. or more of the capita

it possible to exercise a signifibaarkt (iimf launeyn ccea scev ew
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eferred Saelcufriinds samd/ osrubssusameansi on of voting
Accordingly, each potenti al investor should
ties, in respect of itdiengi d9tti nwp ud Wda rhaeatvel difng
foll owing a Trigger Event.

is no restriction on the amount or type of f

is no restriction on trthenadmbutettnesst wpbéecbftha
ur which ranks senior to, or par. passu with,
edness may reduce the amount recoverable by

ut i eunp oorf wihnediBiagn k i n respect of the Preferre
0O meet its obligations in respect of the Pref

i nvest menSedur itthiee sPr elfneradedi ti on, the Preferred

he

Bank issuing securities that may have prefer

woiatshs ut he Preferred Seceafieteasiahdtbamsngost mel B

r
ge
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e
e
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to the i1issue and registration of the Ordinar)
r Event, hol ders of the Preferred Seccurities
ry Shares, but wi |l be subject to all changes

cuniary rights with respect to the Ordinary S
and the exer chitsse roefl avt oetdi ntgh errieghot swianrhd rreisgpect
|l e after the date on which, following a Conve
are issued and the person eamtairtelhhed deo tmet Gr
ng and sddil edecht desy Seeti (n de |l os Si st emas
aci-n del(Watoghadr i SsApHrticipating entities i
d sappleiccatloe tpani sh | aw and the | imitations
Therefore, any failure by the Bank to issue,
ence of a Tri gglederEsv enft tshhea |l Rr afeesrurlead i Sie c threi thi
d to the holding of the Ordinaruyp Shfartense aBnadnk ,
ement of any such hol der s otfo trheec &irved ea ute do fS et
of the Bank a monetary amount equal to that
ed on any distribution of the assets of the B

hi ddtqiuon, di ss-oputiasen mor ewipmadingul arHl wyr tdheesrcmoi rbee, d

e

C

r
i v
st

t
ed

er
ri
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ct

Spani sh | aw, only the holder of the shares a
e dividends eamptvteo aexde roctihsee watgihng, ipr e espect
ors who are not registered in Iberclear and h
o rely on the procedure of Eusr owilteharl baenrdc | Glaera)
ures otherwise applicable to them, in order t

tain circumstances hol ders of Preferred Secur
ties tocwhisemtthey did not

ion 10 contains provisions for calling meetin
ing the interests of holders of Preferred Sec
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to bind alfehokdeSscafi Pres including those holders
meeting and who voted in a manner contrary to the m

The Preferred Securities may be subject to withhol
obl i gnemket @ross up payments

Spanish withholding tax regi me

The Bank considers that, pursuant to the provision:t
obliged to withhold taxes in Spain on any iirmteesrpeesctt i
of whether such holder of Preferred Securities is t

and Principal Paying Agent compl yi ngfiTawk ddbied mrwt ai n i 1

The Bank agmdandePdissaui mal Paying Agent will, to the
procedures to facilitate the collection of informat
be modi fied, amended or suspplreenfelngcetd & og hammpen gi mtaie
regul ation, ruling or interpretation thereof. Unde
necessary to provide an issuer with information reg
the amount of interest paid to it in order for the
provided that the securities: (i) are regarded as |
initially regnstéreadi ag antiosettl| ement entity that
under those of anot her OECD member state. The Bank
requirements referred to in playmeanntds (maid)e abbyo vteh ea nBda n
Preferred Securities should be paid free of Spanish
Agent complies with the procedur al requirememes ref
Preferred Securities is subject to Spanish withhol
Preferred Securities such additional amounts as may
such holder after thecluwm tolihdlheédi meseperdliye amount s
which would otherwise have been receivable in resp
withholding.

I f the Spanish Tax Aut hor i thieespmpdiirctagii mna bd/i ft fher eBratn
payments made to Spanish tax residents (ilmpiueisdwal s

sobre SpPrjedaoackesBank will be bound by the opinion
appropriate withholding. | f this is the <case, i den
required and the procedures, i f any, for the coll ec
the extent reqaoampkd)wsbhthtas obl cgaticons under the
the Spanish Tax Authorities. | f 6pf odeécurPerseffeamr etdh &
information are to apply, theduoldemaandwilhleibeiimpfor!
Not withstanding the above, in the case of Preferred
under certain circumstances, by Spanish entities s

Spani sh reenstiiddeyn acting as depositary or <custodian,
may be subject to withholding by such depositary or
be required to pay t hecureilteiveasnta chdil tdiean aolf aPmoeuf netrsr e(d
see Condition 12).

n particular, with regard to Spanish entities subj
s concluded that the PreferegwantSecxaempgtiiesn droe qnwitr ec

® N »n T =

pecified in the ruling issued by the Spanish Tax A
004 are deemed included among such requirements.
xemprtéegumi res that, in addition to being traded on
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Preferred Securities are placed outside Spain in an
that the exemption from whtbBhokodirporaar bol gaysmenf
does not apply to any of the Preferred Securities |
Spai n, the Bank would be required to makemouwithhol
wi || be payable by the Bank in such circumstances a:

Hol ders of the Preferred Securities must seek their
to ensure the correct tax tneabfmentheoBatmkei t hEer dfoé m
the |1 ssuing and Principal Paying Agent or any <cle
Luxembourg) assume any responsibility therefor.

The procedureOfdéseci nbfeoi rtohwetobpirsonmif sr onat i on required
and regulations is a summary only and neither t he
responsibility therefor.

Wi thholding under the EU Savings Directive

Under Counci l Directive 2003/48/ EC on the taxation
iSavings ODEUeké¢e mbver States are required to provide t
States details of sdaderotraisn mpdymeritns oanfe ipratiedr @or secur
EU Member State to or for the benefit of an individ
types of entities established in another EU Member .
For a transidti dnsatrpa is instead required (unless d
withholding system in relation to such payments (
conditions, the benefi ciamhe omanye rr eedudashte timaterres tt ax
of the transitional period is dependent wupon the co

exchange with certain otElercoaumunt reise sa.n dB8wieurmé d roa o de
have adopted similar measures (a withholding system

On 10 November 2015, the Council of the EU adopted
from 1 January 2017 in they c2a0sle6 oifn Auhset rc aas ea nodf falol
St ates (s-gbj agt requiomements to ful fil admi ni strati
exchange of information relating to, and accounting
dadesThis is to prevent overlap between the Savings
regime to be i mplemented under Counci l Directive 20
Taxation (as amended /bY07C0oEu)c.i | ThDei rrewi vegi2r@ed 4 und
2011/ 16/ EU (as amended) is in accordance with the
Council Directive 2011/16/EU (as amended) i s gener
al tghhouit does not i mpose withholding taxes.

I f a payment were to be made or collected through &
system and an amount of, or in respect of, tax wer e
any ilcipal Paying Agent (as defined in the Conditi
would be obliged to pay additional amounts with r
i mposition of such wit hheadl dtion gmatianxt.a i Thh ea BPRarnikn cii sp arl e
Member State that is not obliged to withhold or ded

u. S. Foreign Account Tax Compliance Wi thhol ding

While the Preferred SecurihiEBarackean Baobkab. Aol M ¥
Banki ng, soci ® ® d@ln®SAdysme &tlbgbdbuhert,het hmeost remote
expected that the new reporting regime and potenti a
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theS.U.l nternal RevieEAT@wWCdde adff et 986 he nd mawrctei ovfe da rbyy
| CSDs fil{asxeeeti iFAAM GAHo wever , FATCA may af fect payment s
intermediaries in the subsequeintvesatyamenitf chmy nshekld
intermediary generally is unable to receive payment
to any wultimate iinvestor t hat i s a financi al i nst
wi t hihnog dunder FATCA, or an ultimate investor that f
intermediary from which it receives payment) with a
that may be necessary fornft FATgAymenhbotodi bhg. maandee $
custodians or intermediaries with care (to ensure e

related t o FATCA) and provide each custodi an or [
documentation or consents that may be necessary for

of FATCA withholding. Il nvestors should consult thei
of FATCA and how FATCABamaky safofbelcitgatth em.s Thmaer t he
di scharged once it has made payment t o, or to the
Preferred Security) and the Bank has ther¢hooegmo r
the I CSDs and custodians or intermediaries. Further
entered into an intergover nmeifit&d araeg rgeeenneernat!l Iwi tnho tt he

be required etro FATICHAh olrd amndl GA (or any | aw i mpl emen
mak e .

The secondary mar ket generally

The Preferred Securities may have no established tr
an active traddewelmp ken idoersothomai ntained, the mar |
Securities may be adversely affected. I f a mar ket d
such mar ket could be significahtbhyi ahfettetebPrahnegr
the Bank or any member of the Group as provided in
their Preferred Securities easily or at prices tha

invest ments that have a developed secondary market.
value of the Preferred Securities.

Exchange rate risks and exchange control s

Payments made by the Bank in reEpeot ©hi $ hpr esefhtesr
relating to currency conversions if an investor's f
or currentgvest or (ddct€uerr etntcayn Eur o. These include tF
change significantly (including changes due to deva
the I nvestor's Currency) and the risk that aut hori
i mpose or modify e@appheaeacigeticomtirwl she Amal ue of the |
Euro would decrease -equi vtahlee nitn vyeisetlodr 'osn Cuhrer ePrceyf er r e
Curr-egayval ent value of the redeemgt Semumohiegs pBage
Il nvestoreguCvraldeme¢y mar ket value of the Preferred Se

may i mpose (as some have done in the past) exchang
exchangeheatbi Batijpo onfa kteh gpma yrmeesnpglesc e f efr e he8Secarreseas
investors may receive |l ess than expected, or may r e
Il nterest rate risk

Il nvest ment in the Preferrietl faciknetietrieesst irnavtoel sv esu btshe

above the rate paid on atdhvee rPsreelfye rarfefde cSe ctuhrei tviaelsu e tohfi
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The interest rate on the Preferred Securitnekewil]l
value of the Preferred Securities

The Preferred Securities wildl bear interest at an i
Date to (but excluding) the First Reset DaRees.etFrom
Date thereafter, the interest rate wild/l be reset as
initial interest rate and/ or the interest rate that

affect theg &@Omesumnmti baftiaoams wunder the Preferred Securi
in the Preferred Securities.

Credit ratings may not reflect all ri sks associated

The Preferred Se@uwmitiisessueagr e€B@e sopee bagsestébyy Rmd i ags may
reflect the potenti al i mpact of al/l risks related f
ot her factors that may affect the value of the Pref

Si midtairngess assigned to different types of securities
assigned to the Preferred Securities does not addr
amount s payable in ackdoradranapry wot herCopdymenonns 1in r
Securities wildl be made on any particular date or a
mar ket price of securities.

Any change in the <credit ratrtingesasnaiygmdd ecd the F
Preferred Securities. Such change may, among other
by a rating agency to rating securities witmysi mil e
revaluation of the Bank's financial strength or oth
industry generally.

redit rating is not a recommendation to buy, S ¢
penwiitomd omawal , at any time, by the assigning rat.i
any rating of the Preferred Securities and sho
siderhatassnshaeaue oufiRliiske tFoTalbeo vRr e fseerer ed Securiti e
table investonEme Bamk adtd inwveGtoup does not part
rating agencies and any revision or wietthudrn awals
the Bank is a third party decision for which the

= nw o

o~ ®mw oo uvu >
o —

-+~ > C O S C

I n general, European regulated investors ai€CRArestri
Regul@tiom using ar erdeigtul radtoirrygspufrgpgoses, unl ess suc
ating agency established in the EU and registered
een withdrawn or suspended), subpeotctoctmahanteen
egistration application is pending. Such general r
y #E&ncredit rating agencies, unl ess the relevant ¢
antgi agency or -EtUhe artedlngv amgte ncoyn i s certified in acco
uch endorsement action or certification, as the ca
f registered and pewebritiisftheed bryattiimg Bygrogéass Securi
(ABESM&on its website in accordance with the CRA Regu

-

o nw =~ T -~ T

the relevant rating agency included siunp essrwd s olriys tme aas
being taken against a relevant rating agency and t
rating information is set out on the cover of this

I n addition to ratings ass,sirganteidn gb ya gaennyc iheisr endo tr ahtiirnege
Preferred Securities may a#$hsirgn wms$ o Inigc iatgeech c1y a taisrsg ¢
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rati
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not
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appr
Pref
t o i
or t

appl

ng to the Preferred Securities, theoeme oanblke | oD
, the ratings provided by a hired rating agency
cy, the delayed publicatiomodfi cstteld ratimg oy @
hi rBadn kb yc atuthled adversely affect the mar ket value

I invest ment considerations may restrict certaidl
i nvest ment activities of certain investmrs may
orities. Each potenti al investor should deter mi
opriate, whet her and to what extent (i) the Pr

erred Securotiasecalh ber usadi ass ct ypes of borro
ts purchase or pledge of the Preferred Securiti
he appropriate regulatons bbb dbaeePmieierthbhd &pp
i chlalsedricalpit al or similar rul es.
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| NFORMATI ON | NCORPORATED BY REFERENCE

The following information shal/l be de®mkdritiowg b€i i awe
provi dedt hhootweasrey st atement contained in any documen
part of, this Offering Circular shall be deemed to

Circular to the extent boHdhfiassbatempatsedasasneld &

1. an English | anguage translation of the audited ¢
report thereon, nobrepot hepr etfo tdred I disuect arns r esp
December ch016 wkiail able on:
https:// www. grupbancsabadell . com/ g3repository/ PDEF

_ANUAL2016. PDF

2. arEngl i sh Insnguagen torfa the audited consolidated a

report thereon, nodrepot hepr etfo tdred I disuect arns r esp

December 2015 which is available on:

https:// www. grupobancosabadell . com/ g3repository/HF
3. an English |l anguage translation of the wunaudited

t heemdhmteh period ended 31 March 2017

https:// www. grupbancsabadell . com/ g3repository/ 1T:
N. PDF
Any documents themselves incorporated by reference
Of fering Circular shal/l not form part of this Offer.]

The documendta? | ababreed aadtso avail able foi shi éwihnggapae
www. c nifiheesaudited consolidated annual accounts for
accorwiankbel nternational Financi al R @ pFo)Sciomg i 8gandar
Circular 4/ 2004 of the Bank of Spain and subsequent

Copies of the documents specified above aQ@f fceornitrag ni
Circmdywrbe inspected, free of charnde, Batr cRl ana, S&pt
information contained in any of the documents speci
Of fering sCier ¢ hlear not relevant toOffhereisnhgr&i nculcawver
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https://www.grupbancsabadell.com/g3repository/PDF/EN_INFOLEGAL2016_EN_INFOLEGAL2016_ANUAL2016.PDF
https://www.grupbancsabadell.com/g3repository/PDF/EN_INFOLEGAL2016_EN_INFOLEGAL2016_ANUAL2016.PDF
https://www.grupobancosabadell.com/g3repository/PDF/EN_INFOLEGAL2015_ANNUAL2015.PDF
https://urldefense.proofpoint.com/v2/url?u=https-3A__www.grupbancsabadell.com_g3repository_1T2017_EN-5FIF-5F1T2017-5FIF-5FTRIMESTRAL-5F1T17-5FEN.PDF&d=DwMGaQ&c=qQy84HidZKks1AzH1tNzCKFxsPy43_OhvfM1avj4FME&r=kjpdjwigzvIBrL6EbxcGd65WAVOF21KW3cLnIkPbDS0&m=rPF0Gkb2Kd5ngwNI-E0CAiiQxx5wPfBlu8a9alDUERw&s=AWTqJCefGFPcCCju7HBbrfzrPnOnpG2-JodtDfPjHII&e=
https://urldefense.proofpoint.com/v2/url?u=https-3A__www.grupbancsabadell.com_g3repository_1T2017_EN-5FIF-5F1T2017-5FIF-5FTRIMESTRAL-5F1T17-5FEN.PDF&d=DwMGaQ&c=qQy84HidZKks1AzH1tNzCKFxsPy43_OhvfM1avj4FME&r=kjpdjwigzvIBrL6EbxcGd65WAVOF21KW3cLnIkPbDS0&m=rPF0Gkb2Kd5ngwNI-E0CAiiQxx5wPfBlu8a9alDUERw&s=AWTqJCefGFPcCCju7HBbrfzrPnOnpG2-JodtDfPjHII&e=
http://www.cnmv.es/

OVERVI EW OGFHFHEI NG

The following is an overview of certain informatiol
including the principal provi sThins oV ertvieew emunst alme
introduction toathisadOfahegr idredci €i baulto invest in th
based on a consideration of this Offering Circular
referTehricse.overview is indicative onlgli dioed hnhoti psre
t he mor e detailed i nformation appeaSreieng ienl spahiei e

ncondi ti ons of thmg. Preferred Securities

This overview must be read as an intrbduchivesttont
Preferred Securities should be based on a considerzc
documents incorporated by reference. This overview
is qualifiredyi byi theemiore detailed information appe

in particularCohdetCondi of onBei Rréferred Securities

Words and expressions defined in the \Woeaw.i tions shal
Issuer: Banco de Sabade]lS.A.
Risk Factors: There are certain factors that may affect the Bank's at

to fulfil its obligations under the Preferred Securiti
These are set out und@érRi s k Rlzocetandrineldde
the Spanish economy and the global macroeconc
environment and risks relating to increasingly oner
capital requirements, the lack of availability of fundir
volatility in interest rates and increased competition.
addition, thee are certain factors which are material
the purpose of assessing the market risks associated
the Preferred Securities whiare described in detail und
ARi sk Factorsbo

Issue size: (750,000,000
Issue date: 18 May2017
Issue details: (750,000,000 Perpetual NorCumulative Contingen

Convertible Additional Tier 1 Preferred Securities
G200, 000 Liquidation Pref

The Bank has requested that the Preferred Secur
qualify as Additional Tier 1 Capital of tHgank and/or the
Group pursuant to Applicable Banking Regulations.

Liguidation Preference: 0200, 000 per Preferred Se

Use of Proceeds: The Bankintends to use the net proceeds from the issu
the Preferred Securities for the Group's general corpe
purposes.

Distributions: The Preferred Securities will accrue Distributions

follows: (i) in respect of the period from (and includin
the Closing Date to (but excluding) the First Reset Dat
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Limitations on Distributions:

the rate of6.5 per cent. per annunand (ii) in respect of
each Rest Period, at the rate per annum equal to
aggregate of the Initial Margin and they&ar Mid-Swap
Rate (quoted on an annual basis) for such Reset Pe¢
first calculated on an annual basis and then converted
quarterly rate in accordance with merkconvention
(rounded to four decimal places, with 0.00005 roun
down), all as determined by the Agent Bank on

relevant Reset Determination Dat8ubject as provided il
Condition 3 (see Limitations on Distributiong below),

such Distributions will be payable quarterly in arrear
each Distribution Payment Date.

For further information, see Conditi@n

The Bank may elect, in its sole and absolute discretiol
cancel the payment of any Distribution in whole or in [
at any time that it deems necessary or desirable and fo
reason. Without prejudice to the right of the Bank
carcel the payments of any Distribution:

(a) Payments of Distributions in any financial year
the Bank shall be made only out of Distributal
Items of the Bank. To the extent that the Bank
insufficient  Distributable Items to mak
Distributions on the Pferred Securities
scheduled for payment in the then curr
financial year and any interest payments
distributions that have been paid or made or
scheduled or required to be paid or made ou
Distributable Items in the then current financ
year,in each case excluding any portion of st
payments already accounted for in determin
the Distributable Items of the Bank, the Bank w
only make partial or, as the case may be,
payment of the relevant Distribution on tl
Preferred Securities.

(b) If the Competent Authority, in accordance w
Article 68 of Law 10/2014 and/or Article 16 ¢
the SSM Regulation and/or with Applicab
Banking Regulations, requires the Bank to car
a relevant Distribution in whole or in part, t
Bank will only make paral or, as the case ma
be, no payment of the relevant Distribution on
Preferred Securities.

(c) No payments will be made on the Preferi
Securities (whether by way of a repayment of
Liquidation Preference, the payment of a
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Status of the PreferredSecurities:

Optional Redemption:

Distribution or otherwge) if and to the extent thi
such payment would cause a breach of
regulatory restriction or prohibition on paymer
on Additional Tier 1 Capital pursuant |
Applicable Banking Regulations (including
without limitation, any such restriction
prohibition relating to any applicable Maximui
Distributable Amount, Article 48 of Law 10/201
and any provisions implementing such Artic
and any other provision of Spanish Ie
transposing or implementing Article 141(2) of tl
CRD |V Directive).

(d) If the Trigger Event occurs at any time on or afi
the Closing Date, the Bank will not make a
further Distribution on the Preferred Securiti
including any accrued and unpaid Distributions

For further information, see Conditi@n

The Preferred Securities will constitute dire
unconditional, unsecured and subordinated obligation
the Bank and rank as set out in Conditi@2 in

accordance with Article 22° of the Insolvency Law an
with Additional Provision 14.2%f Law 11/2015 but
subject to any other ranking that may apply as a resu
any mandatory provision of lager otherwise)

For further information, see Conditi@2.

All, and not only some, of the Preferred Securities may
redeemed at the option of the Bank, subject to the p
consent of theCompetent Authority(and otherwise ir
accordance with Applicable Banking Regulations ther
force), on any Distribution Payment Date falling on
after the First Reset Date, at the Regdéan Price.

The Preferred Securities are also redeemable on or
the Closing Date at the option of the Bank subject to
prior consent of th&€Competent Authorityand otherwise
in accordance with Applicable Banking Regulations ti
in force) in wrole but not in part, at any time, at tl
Redemption Price if there is a Capital Event.

The Preferred Securities may further be redeemed ¢
after the Closing Date at the option of the Bank subjec
the prior consent of theCompetent Authority (and
otherwise in accordance with Applicable Banki
Regulations then in force) in whole but not in part, at
time, at the Redemption Price if there is a Tax Event.
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Conversion:

Conversion Price:

Liquidation Distribution:

Purchases:

For further information, see Conditi@n

In the event of the occurrence of the Trigger Event,
Preferred Securities are mandatorily and irrevoce
convertible into newly issued Ordinary Shares at
Conversion Price. A Trigger Event occurs if the CE
ratio of thelssuer or th&roup is les than 5.125 per cent.

For further information, see Conditién

If the Ordinary Shares are (a) then admitted to trading
Relevant Stock Exchange, the Conversion Price will be
higher of: (i) the Current Market Price of an Oralin
Share; (ii) the Floor Price; and (iii) the nominal valden
Ordinary Sharet the time of conversioh b e i n g onC
the Closing Date), or (b) not then admitted to trading ¢
Relevant Stock Exchange, the Conversion Price will be
higher of subaragrapHii) or (iii) of paragrapl{a) above

The FloorPrice is subject to adjustment in accordance v
Condition5.3.

Subject as provided below, in the event of any voluntar
involuntary liquidation, dissolution or windirgp of the
Bank, the Preferred Securities (unless preslipaonverted
into Ordinary Shares pursuant to Conditnwill confer
an entitlement to receive out of the assets of the E
available for distribution to Holders, the Liquidatic
Distribution.  Such entitlement will arise before a
distribution of assts is made to holders of Ordinary Sha
or, to the extent permitted by law, any other instrumen
the Bank ranking junior to the Preferred Securities.

If, before such liquidation, dissolution or windiug of
the Bank described above, the Trigger Event occurs bu
relevant conversion of the Preferred Securities |
Ordinary Shares pursuant ©ondition 5is still to take
place, the entitlement confed by the Preferred Securiti¢
for the above purposes, will be an entitlement to reci
out of the relevant assets of the Bank a monetary am
equal to that which holders of such Preferred Secur
would have received on any distribution of the as%dt
the Bank if such conversion had taken place immedic
prior to such liquidation, dissolution or windiugp.

The Bank, or any member of the Group, may purchas
otherwise acquire any of the outstanding Prefel
Securities at any price the open market or otherwise
accordance with Applicable Banking Regulations in fo
at the relevant time, and subject to the prior consent o
Competent Authorityif required.
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Voting Rights:

Spanish Companies Law:

Withholding
Amounts:

Tax

and

Additional

The Preferred Securities shall not confer any eniitlet to
receive notice of or attend or vote at any meeting of
shareholders of the Bank. Notwithstanding the above
Conditions of the Preferred Securities contain provisi
for convening meetings of Holders to consider mat
affecting their inteests generally. These provisions peri
defined majorities to bind all Holders including Holde
who did not attend and vote at the relevant meeting
Holders who voted in a manner contrary to the majority

For further information, see Conditi@n

Holders of the Preferred Securities (i) will not benefit fr¢
any right as a holder of Preferred Securities arising f
article 418 of the Spanish Companies Law; (ii) will

deemed to have irrevocably instructed the Principal Ba
Agent to take any action and/or to sign or execute

deliver any documents or notices that may be necesse
desirable to comply with and give effect to provision
hereof.

Article 418 of the Spanish Companies Law provides, il
alia, for holdersof convertible securities to have certe
rights in the event of relevant capital increases
reductions, which may include the conversion of tk
securities or the application of awlilution provisions. In
the case of the Preferred Securities, conwarss only
intended as a loss absorption measure and provisic
already made for the necessary adjustments to the |
Price in the event of any applicable capital increase
reduction.

As provided inCondition12, all payments of Distribution:
and other amounts payable in respect of the Prefe
Securities by the Bank will be made free and clear of
without withholding or deduction for or on account of a
present or future taxes, duties, assesssneror
governmental charges of whatever nature unless
withholding or deduction is required by law. In the ew
that any such withholding or deduction is imposed
levied by or on behalf of Spain, the Bank shiadl the
extent such payment can be maufethe same basis as fi
payment of any Distribution in accordance with Condit
3) pay such additional amounts as will result in Hold
receiving such amounts as they would have received
no such withholding or deduction been required.

For furtherinformation, see Conditioh2 andfi T a x & t
Tax treatment of the Preferred SecuritiesReporting
Ob |l i g éelowo ns o
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Form:

Rating:

Listing:

Governing Law:

Selling Restrictions:

The Preferred Securities will be issued in bearer form
will be represented by a global Preferred Secu
deposited with a @ammon depositary for Euroclear ai
Clearstream, Luxembourg.

The Preferred Securities are expected, on issue, ti
assigned 82 rating byMo o d.yAdScsedit rating is not ¢
recommendation to buy, sell or hold securities and ma
subject to rewdion, suspension or withdrawal at any tit
by the assigning rating organisation.

Application has been made to the Irish Stock Exchange
the Preferred Securities to be admitted to the Official

and trading on the Global Exchange Market loé trish

Stock Exchange.

The Preferred Securities and any fmmtractual
obligations arising out of or in connection with tl
Preferred Securities shall be governed by, and constru
accordance with, Spanish law.

There are restrictions on the offer, sale and transfer o
Preferred Securities in the United States, the Un
Kingdom and Spain. Regulation S, category 2 restricti
under the Securities Act applyThe Preferred Securitie
will not be eligible forsale in the United States under Ri
144A of the Securities Act.
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CONDI TI ONS OF THE PREFERRED SECURI TI ES

The following is the text of the Conditions of the
are for disclosure purposes only).

The Preferred Securities (as definedBawbBbogw)vianaei of

the resolutions passed by (a) the general meeting o
the meeting of t(@en Beojacd dd @ f A Dofrreick orr&d@h RPpah#w |l an dni n
accordance with the First Additional Provision of L

solvency of cbtedi 107l 261l #4futdieomss (deryuesi on gesoltuwerl
entidade3lLdw & 0PN t he CRR (as defined bel ow).

The Preferred Securities wild.l be issued following t|
a public deed relatingdt Setheitsesabeéooft the Eitefkeéel

Paragraphs in italics within these Conditions are a
(Bur o®lpenadr Cl earstr d@imeB8rnaki agm,08Adxembgeb@gkbeawjthhe&
fEur opean Cl eainndlg c®ydstaems ot her information applica
European Clearing Systems may, from time to time, cl
1 Definitions

11 For the purposes of t hleo wR meyf eerxrperde sSa owrsi tsiheasl,| t

meani ngs:

fb-y e ar -SMiag ORatae s, in relation to a Reset Date anc
Reset Dat e:

@ the rate for the Reset Date of the anthwadf swaj
five year s, expressed as a percentage, whi ch
heading " EURIBWOR' BASd Sabove the caption "11:0
11. 00 (CET) on the Reset Determination Date; o

by if such rate dboes rebdbevaptpe®&cr @eean tPage at su
Determination Dat e, t he Reset Ref erence Bank F

fiby ear -SMiagpg Rat e oneatnasst itchres ar it hmeti c mean of the
annual fixed Il eg3¢eattayl at edterbaat 8hgotuaofi nedr e
transaction which:

@ hadeamm five years commencing on the relevant

(b) i s in a Representative Amount ,
where the floating leg (cabasil ax eds oaqainv-alcd rutal ¥
mont h;

fAccounti nggom€ansemray o or such other primary curr
Group's accounts from time to ti me;

fMAddi ti onal Ophlda <1 atrlye Stheeareisngs .,g4 ven in Condition

fMAddi tiToeal 1 0@apnsaladdi ti onabpittieelr de cmgipvghal 1 ( a
accordance with Chapter 3 (Additional Tier 1 cap
(Own Funds) of the CRR and/ or thmeApplicabl e Bantik
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MAddi ti onal Ti @&mednsl nsny umemt ractually subordina
constituting an addingstomaienttioerdel cianpsiftraumaeded i
Additional Provision 14.2U(c) of Law 11/2015;

fMAgency Agmeamenthe agency agreement dated on or
Preferred Securities;

fMAgent OBaaks The Bank of New York Mell on, London

agent bank appointed in accordance with the Agenc
fAg ndmeeans the agents appointed in accordance witdl
Mpplicabl e Banloimmegan Regautl aangns i me t he | aws, r
i mpl ementing acts, regul atory or i mpl e mearst iamgl t e«
policies relating to capital adequacy, resol uti ol
Group including, wi t hout l'imitation to the gener
regul ations, requi rleinceinetss , ofgut el Coempeta@nt pAut hc
adequacy, resolution and/or solvency then in eff
policies have the force of |l aw and whet hamkor no:

and/ or the Group);

fiBRRdmeans Directive 2014/59/ EU, of 15 May, estab

resolution of credit institutions aammendnooest ment
into effect i n pelnatceed tihnetroe oSp,anaiss hi mpalwenby Law 11/
amended or replaced from time to time and inclu

provisions;

fiBusi neémeamsy a day on which commerci al banks a
payments and are open for gener al busi ness (inc
currency deposits) in Madrid and London;

iCapitabmeEarant at any time on or after the Closi:
which the Cornmpteyt ecnan sAudtehros suf ficiently certain)
Preferred Securities that results (or woul d be
outstanding aggregate LiquidationtReefBam&krise oaf
Group's Additional Ti er 1 Capital; or (ii) t he
Liqguidation Preference of the Preferred Securiti
Bank or the Group;

iCash Diomeadaeasd any Dividend which is to be paid o
ot her than any such Dividend falli-@fgf 'wji thin par ac
ACE®dmeans Centr al European Ti me;

ACET1 Camearmd t he commohackamiittayl tdeernilv eclagpgcor diam
with Chapter 2 (Common Equity Tier 1 capital) of
Funds) of the CRR and/ or Applicabl e Banking Reg
transihtaiseinnago,r psi mi |l ar provisions;

ACET1 omeams, at any time with respect to the Ban
(expressed as a percentage) of the aggregate amo.l
of the Bamkp.,orr dashppeeddri vel vy, at-Weught edmAssdt gi dec
the Bank or the Group, respectively, at such ti me
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iCl earing System BmepwrsredoBSecuworiltoinggs as any of t
represented by a gl obal preferred security held
particul ar Liguidation Preference of the Prefer.]|
Clearing System as being held by a Holder;

fiCl osi nogne ®a s e 28 1May

iCompetent 0Metaheritthy European Central Bank or th
such other successor authority having primary ba
oversighti annd rseulpaeBravoiks awmdt dhe t he Group;

ACNM¥means the Spanish Market Securities Commi ss
Val or es) ;

iConver siomeaRsicén respect of the Trigger Event N

@ then admitteReltevamtad$SthgclnExchange, the highe
0] the Current Mar ket Price of an Ordinary Sha
(i), the Floor Price; and

(i) the nominal val ueato ft haen tQOrndef{ moafir yagoSAerres2i5o no |
Closing Date),

in each case on theoffrigger Event Notice Dat e;

(b)) not then admitted to trading on a Relevant St

(iii) of paragraph (a) above;
iConversion SeéemehemerntheDaltag e on which the rel evz:
delivered on TrilmgehalClonveeras onngomhas practicabl e
one month following (or such otheor peheodompetA®

Aut honaiyt yequire) the Trigger Event Notice Dat e;
fiConver si oma sShtalr & smena nG onngd i,gli ivoenn i

iICRD omMeéans any or any combination of the CRD 1V
Il mpl ementing Measures;

AICRD | V Ddmeeacntsi vDei recti ve 2013/ 36/ EU of the Europ
26 June 2013, omi agcebsctedithei astitutions and t

institutions and investment firms, as amended or
ACRD |V | mpl emermmenags Maagyuregul atory capital rul
DirectiveR owhitcthe maRR from time to time be intro
del egated or implementing acts (regulatory techni
nati onal |l aws and regul ations, anegteagulhAatihoms t g
European Banking Authority or any other relevant
stand alone basis) or the Group (on a consolidate

fACRRmeans Regulation (EU) No . 575/ 2@81%oahcit heoEul
June 2013 on the prudenti al requirements for cre
replaced from time to ti me;
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iCurrent Madrnmleeatn sRPr iime respect of an Ordinary Shar

t he
day
nea
dur
Div
Av e

@)

(b)

and

@0

(ii)

dlaumy Wei ghted Average Price of an Ordinary S
s ending on the dealing day i mmediately prece
rest cent (half a c@Rretl evaind)g;Peoiuddddt hbpwari fish
ing the Relevant Period the Volume Weighted A
i denalny oot leexr entitl ement) and during some ot6h
rage Paviec eb eem|ldasheldi voind ean éa n(yocre tchuenm ent i t 1 e men

if the Ordinary Shares to be issued and deliv
in gquestion, the Volume Weighted AvehagesPric
shall have been -Diasvsiede rmoda nago rprtdhee ewnmi t | ement

purposes of this definition be deemed to be t
the Fair Market Value of anynasrwc hShxirvwei daesn datort
the first public announcement relating to suct

if the Ordinary Shares to be issued and deliv
qguestion, the Vol ume Wei ot ewthi Avhe rtahgee ORrdiicnea ror
have been bashleidviodne nanproiocd deexe x ent i t |l ement) sha
this definition be deemed to be the amount t h
Mar ket Value oformngntsiutclhe e rvti dppexrd Or di nary Sha
public announcement relating to such Dividend

provided further that:

if on each of the dealing days in the Relevan
have hBeed bn aDipvriidceen dau(npo r o tchuemr entitlement)
Dividend (or other entitlement) which has beetl
to be issued and delivered do not r anrke f or t
Wei ghted Average Price on each of such dates
deemed to be the amount thereof reduced by an
such Dividend or entitl ement mpeurb | ®rcd iamanroyu nS lea
relating to such Dividend or entitlement; and

if the Volume Weighted Average Price of an Or c

the dealing days in the Rel evant Period (dis
deftiimin of Vol ume Weighted Average Price), t he
Average Prices which are available in the Rel ¢
of two such prices) and if only ona&yaiolrallog isr
the Relevant Period, or if the Ordinary Share
Exchange at any relevant time for these purpoc:c
in good faith by an I ndependent Financial Advi

ideal i omeamy a day on which the Relevant St ock E

securities market is open for busin®s$ &Seduont iwh
options, warrants or otherdermilghtisn (g htelme tdhasne am
Rel evant Stock Exchange or relevant stock exchani
prior to its regular weekday closing time);

iDel i vergmeMmntsi mae notice in thetfgpramvadbltabhe i om t
of fice of any Paying and Conversion Agent or in
Clearstream, Luxembourg from time to ti me, whi ch
for the delinaeyy Sbharesy a®@ddial | relevant certific
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required by applicable | aw and regulations (or i
which are required to be deliverfedried Sernuedttii ®@rs
delivery of the Ordinary Shares;

fiDi stri buttmbheaes| temsrespect of the payment of a D
reserves (i f any) of the Bank that aretiaoas!| bt e
the payment of that Distribution at such ti me;

fiDi striomeansnfchhenuha@ami ve cash distribution in resp
Di stribution Period determined in accordance witdt

fiDi stri buti ondonRaaynmne ndt8 climetber uar vy, 18 May, ,18i Mugus
each year, withobhhPaymenst Das®0Ofl&Lling on 18 Augl

fiDi stri butomemanBethedperiod from and including one
caseeofitét Distribution Period, the Closing Dat
Payment Dat e,;

iDi stri bud meansRat ke rat e at whi ch t he Preferred
accordance with Condition 3;

fiDi vi drmemans vaindye ndli or distribution to Sharehol der

(includiOofdg )a wheitrher of <cash, assets or other pro
of assets includes without | i mitraittiioens acnr eidsistueed oaf
partly paid up by way of capitalisation of prof |
payabl e out of a share premium account, profits,
reserve or acoaguat diandibotiod or payment to Sha
a reduction of capital, provided that:

(c) where:

® a Dividend in cash is announced which is t
or Sharehol der s be, debdtvefyedfbyYrtdhearn s
property or assets, or where a capitalisat:i
to be, or may at the election of a Shareh
payment of cash, tbenshhbkl Dbei teedtied geeat
amount equal to the greater of (A) the Fai

the Current Mar ket Price of such Ordinary

Ordinary Sharehse arbd etvrdmthaeld oemx t he Rel evant !
as the case may be, the record date or ot hi
respect of the relevant capitalisation or,
such other propethe dataseét s has farst publ
Dividend or capitalisation or, in any such
Ordinary Shares (or amount of such other pr
may be issuedi asndetdet nveee&,; or

(i) there shal/l be any issue of Ordinary Shares
(including any share premium account or cap
or is expressed to be hatl aeGCash Bi Didedéend
amount is announced or would otherwise be
election or otherwise), the Dividend in que
amount equal to the hCuQrrdeinntarMarSheatr ePsr iacse aotf
which the Ordinary Shares are traded ex th
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(d)
(e)

®

(@)

Exchange or, as the case may be, the recor.
entitlement i n r eistpaelcits aotfi otnh eorr, e lienv aannty csaupc
on which the number of Ordinary Shares to b

any issue of Ordinary Sha)be@dI) ashadlnlg we t dii s1.r g
a purchase o0 wyraecdke nopft isohnaroer chapi t al of the Ban
in accordance with any gener abh acakust hoappn ov efdorl
gener al meeting of Shareholders and other wise
underSpinish Compamapesolad by Royal Legislative
(Real Decreto Legislativo 1/ 2010, de 2 de juli
Ley de Sociej@dipadesCagompborir ededlaiwnygsa gener
company in its own shares shall not constitute
or -bagk of share capital of the Bank by or or
Group shalll not constitute Gabeviodemedembeéesson
back of Ordinary Shares by or on behalf of t he
average price per Ordinary Shi@pecibeédd)8haxeel
in respect of such purbdndyalsse s ( torra nrsel daet nepdt,i oinfs
Currency, into the Share Currency at the Prev.
per cent. the average of the daily Vol ume Wei ¢
five dealintgeldywypr éarenccidncpa t he Specified Share
(excluding, for the avoidance of doubt for t
purchases, rebamps i approvedulyy a gener al me et
noticeiaognsa@ch a meeting of Shareholders) has
redeem or buy back Ordinary Shares at some fu
of fer i s made, on the five deal i nmgouwumoyemdnnmmedri
the date of first public announcement of such
price per Ordinary Shar e, a minimum price per
the determination t hesruecohf tiismegr, iass ntohte acnansoeu NNt
such purchase,-banettemmiail dn ber dieeyned t o constit
Currency in an amount equal to the amount by v
in respectarny Sharthe Orgumchased, redeemed or b
Bank or, as the case may be, any member of toh
Share Currency as provided above) exceeds the
Wei ghted Average Price of an Ordinary Share d
Ordinary Shares so purchased, redeemed or boug
if the Bank or any member of -bhekGroywpdsespabkli't
ot her receitptfs cat es representing Ordinary She
above shall be applied in respect thereof in ¢
shall be determined in good faith by an I ndepe
wherei va dend or di stribution i s paid or mad e
i mpl emented by the Bank for the purpose of e
require Sharehol der s, to receive divieésnds or
held by them from a person other than (or in &
shall for the purposes of these Conditions be

to Sharehol ders by the Bafmkt hiasnndd e fhien if toir®mg,0i an

of t
cons

hese Conditions, i ncluding references to
trued accordingly;
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fiEl i gi bl émePemr s otnlsose Hol ders or persons (being du
ofsuch Hol ders) that are entitled to attend and Vv
which no person shall be entitled to vote at any
or for the benefit, yorofoni thse hsad bfs, i doifartihees ;Bank or

flequity shoawmeansapithalrel ation to any entity, i ts
that capital whi ch, in respect of dividends and
specific damaurntbuitn oa;

fAEUR fiidantudmeans the currency introduced at t he
economic and monetary union pursuant to the Trea
amended;

fiEURI B®MRo nadanhe ans :

@ the ratositer icdiemanohfperiaodi which appears on
as of 11.00 (CET) on the Reset Determination L

by if such rate does not appear on the relevan
Deteromnbaie, the arithmetic mean of the rate:
four major banks in the Eurozone interbank ma
such Reset Determination Date to prri ma diaxnks
month period commencing on such Reset Date ir
Bank to request the principal Eurozone office

its rate;
fEXi sting Shasehdbdledenesani ngi § iNeewcoof nd;cthheemed e f
fiEXx t r a o rRdeisnoal plytaison he meaning dlifven to it in Condi

iFair Mar bme¢ anwa] uwi th respect to any property on
property as determined byiangbtodepantdknprbé&ivndadi

Mar ket Val ue of a Cash Dividend shall be the am
Val ue of any other cash amount shall beOftthe amo
Securitiearrampts ons, owher rights are publicly t
mar ket of adequate | iquidity (as determined by a
Fair Market Value (i-Of fof Ssawmi tSiecsanrsi hadhlede t e au Bie iatm
daily Volume Weighted Aver ag®f PriSeesriofi ssucandel
options, warrants or other rights shall equal tr
options, warrantse bheothse ofghosh (i) and (ii)
days on the relevant stock exchange or securities
such dealing day-OtticlseSacuti esecstolpEponsghtwaranet
traded) or such shortefOfpeSecdrasi seachofeconsti &

are publicly traded; -@fnfd e urwihteirees ,S eccputrii an se,s , waSr
not pubddcoéry arsadock exchange or securities mark

Fair Market Value -Off s&8edurSietciued,tiepgti &pd,n warr a
determined by an I ndependent bBasiascofal a Adommenl! y
mar ket valuation method and taking into account
mar ket price per Ordinary Share, the dividend yi
price, pmneemaési ngates and thoOffeSmsuoftsash 8ptu
or other rights, including as to the expiry date

in the case of (a) above,y b(Eiftranmch aCashiDitwi dédre
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paid or payable in a currency other than the Sha
the amount payable to Sharehol ders who were paid
Di vi chennchei Share Currency; and in any other case,
expressed in a currency other than the Share Cur |
in the case of (a) and (a)l abevédet €ehmi Fad r o Maa k
di sregarding any withholding or deducti on requi
di sregarding any associated tax credit:;

fiFirst ReéemeansDaZ@&2Kay

fiFl oor OnPeraintse 2eDr di Bhayebj ect to adjustment in acc
5. 3;

fiFurt PeeferredoBeanus i aings substantively similar
contingently convertible into Ordinary Shares ottt

fiGr oanpe atnlse Bank together with its consolidated Su
fiHo!| ddenesans hol ders of the Preferred Securities;

il ber omheans the Spanish cle8obpthgdadddeetGebement des
de Registro, Compensac$.A.y Soqiuedladi Umi gper /ah alk e

il ndependent FiomeaosalhnAdwideeendent financi al fir
institution of international repute appointed by
il ni ti albméam g pG.rd4 cdent . per annum;

il nsol vedmeyanlsawaw 22/ 2003, dfey9 COomlcypyasatamensdeldyv é
time to ti me;

iLawl/ ®>thé&ns Law 11/2015, of 18 June, on the Reco
and I nvestlentl1IFi20oms5 (de R&8c uwpeerjaucnii-on y Resol uci
Cr®dito y Empresas )de aSerawnemidesd de oltnvermei tro ti m

fiLi qui dati onomdasntg i baei obni qui dati on Preference p
applicable, where not cancelled pursuant to, or

in Comdi anoamount equal to accrued amtd Dinptarn idb Dt |
Period to (but excluding) the date of payment of

fiLi qui dati oameParesf er 2MCc,e000 per Preferred Security;

fiMaxi mum Distri bmeabbe Amoany ti me, any maxi mum d
teohe Bank or the Group required to be calcul ate
Article 48 of Law 10/2014 and any provision dev
Spanish | aw transposing or i MipDeéemercti veg Amdi olre
Banking Regul ations;

fiNe wc o Scenheeanmes a scheme of arrangemédfitheme amnf an
Arrangemeinteh effects the interpoEchidwdajmetowe ean Itihnei
Sharehol dernsk oifmmeHeée atBel y prior t o t HEex i Sahemge (
Shar eh®mgmertshe Bank, provided that:

@ only ordinary shares of Newco or depositary
ordinary shares of Neehwacroe haorled eirsss;sued t o Exi stir
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(b) i mmedi ately after completion of the Scheme of
or , as the case may be, the only hol der s of
representing ordinary shares ahdNéweo VarenExF
respect of Newco are held by Existing Shareho
hol dings of such Voting Rights i mmediately pri

(c) i mmediately after completti,omMewfcot hese $olkemeaeoforl
owned Subsidiaries of Newco are) the only ordi

d all Subsidiaries of the Bank i mmediately pri
Newco, if Newco ire tSudrsiaiaubeisdiodr t)hea Bank (
after completion of the Scheme of Arrangement;

(e) i mmediately after compl etion of the Scheme of
directly or indirectly, theapamal pandeatgageyof
of those Subsidiaries as was held by the Bank

iNo€Cash Diomedeasd any Dividend which is not a Cash

of f ;

fiOr di narym&8hasasydbhares in the capital of the B

hol der one vote at gener al meetings of the Bank ¢

fiParity Smeams$taey instrument issued or guarantee
or gmwee ranks by law or by its terms, to the ex;

Securities;

fiPaying and Conwerasiso nt hfAeg emrtisnci pal Paying Agent
conversion agent appoi nt eAlgriene maecncto radmdch cien cwi u che st h
thereto appointed from time to time in accordanceée
fiPay ment Bu&menaensss aDalyYARGET Busi ness Day and, in t
definitive form onl yl, baandkasy aonnd w hoircehi gcno nemxecrhca nag e
and are open for gener al busi ness (including de
deposits) in the relevant place of presentation;

fiPr ef er r e donBeacnusr7i bt i eeOs@0e,r Ople tCasimuNambhi ve Contingent
Addi tional Tier 1 Preferred Securities issued by

fiPrevai |l dmega nRat e n respect of any currencies on a
the relevant currenone¢ChgiTgvanlihgtadaat a8 appe:
Reference Page or, if such a rate cannot be det e
(CET) on the i mmediately preceding day oant ewhi ch
cannot be so determined by reference to the Refe
as an I ndependent Financial Adviser in good faitht

iPrincipal Pagamg MRAlmenBank of New York dMedddar Lo
Principal Paying Agent appointed by the Bank fro

published in the manner specified in Condition 1:
fiRoy al Oe0cdr2dosmElam s Royal Decr ee 1012/ 2015, of 6
11/ 2015;
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fiReccgni sed St omeaBszschamggul at ed, regularly operat

securities mar ket in an OECD member state;

fiRedempti omeaPrsi,ceper Preferred Security, the Ligtl
where not rcsaunacretl | tad, par ot herwise subject to th
Condition 3, an amount equal to accrued and unp:

Period to (but excluding) the date fixed for red:¢e

fiRef erendme8askéive | eading swap dealers in the E
the Bank;

fiRef er e ncnee alhast,e in relation to a Retroactive Adju
Retroactive Adjustmech takes effedbtatoli,s inmtamy de
dealing day;

fiRef er entome almasgd he rel evant page on Bl oomberg or F

provider that displays the relevant informati on;
fiRel evant St 0 mk a ExEphaAeigseh St ock Exchanges or i f
Ordinary Shares are not at t hat time |isted and
Exchanges, the principal stock exchange or secur

l'istadmi tted to trading or quoted or accepted f o

fiRepresent atoimeeanAmawmntamount t hat is representati
relevant mar ket at the relevant time with an ackr

fiResetomkatnes t he First Reset Date and every fifth

fiReset Det ermmeanboni Parel ati on to each Reset Da
Day i mmedi ately preceding such Reset Dat e;

fiReset ORerained t he pernodbudirmmgn) (anBeset Date to (
succeeding Reset Dat e;

fiReset Ref er edimeca nBsa,n ki nRarteel ati on to a Reset Date
on that Reset Dat e, the per ceadraga gl e@Rued tea tnieodn so n
provided by the Reference Banks at approxi mately

such Reset Dat e. The Agent Bank wil/l request the
provide a quotati oomr eofquiottsatriaotnes. alrfe tphrroeve doerd ,mt h
for such Reset Period wildl be the percentage r
eliminating the highest guotation (or, in the e
gatation (or, in the event of equality, one of tt
the arithmetic mean of the quotations provided.
guotation provided. Itfh en oReguedt aReifoerrse nacree Bparndkv i Rdaet
wi || be (a) in the case of each Reset Period oth
Date,ye¢edr-SHad Rate in respect of the i mmedi ately

caet the Reseti Pgromdt lt® mihie @Xde6r Reesrett. Dmdre,annum;
fiRetroactivehaAadj uhemmeaning given in Condition 5.

fiRi sSMei ght ed AsémdansAnmotunany ti me, with respect t
case nalye beeggregate amount (in twei dbcoedntbbagt €u
Bank or the Group, respectivel vy, calculated in
Regul ations at such ti me;
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iScheme of Mhaangbédmemeari dgfghveéenonnofh”"Newco Sch

iIScreemmPage the display page on the relevant Reu

the casegeafl -Shiag Rat e, the "I CESWAP2" page or (b
mont h, the "EURIi BORGQth page, sach other page as
information service, or on such other equi val en:
person providing or sponsoring such i nformati on

compabl e rateasr-$Wad hRatbhe omoBWRI BAQR @pplicabl e;

iSecummearmrs any securities including, without | imr
options, warrants or other rightess tion stuhbes ccad phiet af
Bank:;

iSel | i ndhasgeanrmte meaning given in Condition 5.10;

iSettl ement Shemreeasn sDeamo/s irteprupt abl e i ndependent fin
or similar entity to be appoi mtheedh bay ftuhnec tB aomk acsmn
Settl ement Shares Depository in these Condition
functions and who wil!/ hold Ordinary Shares in

designated cutshedlyemefciotunaf ftome Hol ders and ot her
Conditions;

iShare Camaaemsyeuro or such other currency 1in wh
dealt in on the Relevant St oc k Exscehsa ngfe tahhe trheel |
calculation or determination;

iIShar e haoorledaenrss t he hol ders of Ordinary Shares;

iISpani sh Compmedres tlLhmew Royal Legislative Decree
consolidated text of Ltelye depdoanscsdeed COanpiatnales Law (

iISpani sh St oorke &Exsc htamegeMadr i d, Barcel ona, Bil bao
the Automat ed iQuoorttaitn voonuSsk gMaerekae tde( | nt er coinexi - n
Mercado ContAQ@p;o (SI BE)

iSpeci f Okads Dalhe meanings given in Conditions 5. 3(
fiS p iOrfofme a n s :
@ a distribaQftfi ofeodr iSpiems by the Bank to the Sha

(b) any i ssue, transfer or dieilnicvieurdyi ngf carmsyh @mo pseh
securities of or in or i ssued or all otted by
Shareholders as a <c¢lass or, in the case of 0

Shareholders a$nag ¢thass sChet aeaxdclatd ot ment of
or ot her receipts or certificates representi
Shareholders as a ¢l ass), pursuant in each ¢
member mduphe G

ASpiOf f Sedcmeans essqui ty share capital of an entity
or other rights to subscribe for or purchase equi

AISSM Regam@aam®nCounci | NRegullazdi/o2n0 1(3E Wo)f 15 Octobe
specific tasks on the European Centr al Bank conc
of credit institutions;
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iISubsidrearns any entity over which theiBamkcbasan
with Article 42 of th€. dipgomi dh) CoonmimeAmlail c aCboldee |
Regul ati ons;

iTARGET Busiomeass Danpy day e&mnurwipieam tAhud ohraaresdd Real
Settlement Transfer (TARGET 2) system is open;

fiTax Bwmemns, at any time on or after the Closing
or regulations of the Kingdom of Spain or any po
having power to tax, oorn aonry ocfhfaincgieali ni nttree papph
regulations (including a holding by court of «cor
being entitled to claim a deduction in computinr
Di st rni btuot iboe made on the next Distribution Paymer
Bank being materially reduced, or (b)) the Bank b
Condition 12 below and such obtldlgiang ome asaoomal!| e e
available to it, or (c) the applicable tax treatrt
irtTri gger Obmaset ieomeaning given in Condition 5. 1;
irTri ggeom&areat i f at any tBmek, asthdeCemmehedt byu

agent appointed by the CompeBank Aut h ariltés,e utphea
5. 1p2e5r cent . ;

irTri gger Evhlhas tNloe imeani ng given in Condition 5. 1;

fiTri gger Evemmebasi toneDveheceh a Trigger Event Notic
with Condition 5. 1;

iVvol ume Weightedomédaes agenPrespect of an Ordinary
may be;;Ofd Spicurity on any dea-Wwehghdtagie awriec o r afer
Ordinary Share, Securitypfbdbr Seasrthey pabki snagd bley

case of an Ordinary Share) from the Reference Pa
Shar es)-Ofofr Sepcdwnreé tphi ciopnalt hst ock exchange or se
Secur it i-Gfsf oSecupriinti es are then | isted or quoted
ot her source as shall be determined i nnagmoidalf ai
Adviser on such dealing day, provided that i f on
cannot otherwise be determined as provided above,
Shar e, SecuQfift ySeocru caatsSp inmay thlee in respect of s uc
Vol ume Wei ghted Average Price, determined as prov

day on which the same can be so determined or as
detr mi noreod nfagith to be appropriate;

Aso f the Clodihmg pDatce of the Ordinary Shares, w i
Exchange, is published on the Reference Page on e

fivoti ngome ggrhds st he rightaggeremadl ymeé ot iviog eofat Shar e

(irrespective of whether or not, at the ti me, s t
have, voting power by reason afndt he occurrence of
fiWai vedf$e tRimphatnsa nadn ya | | rights of or cl aiom§, of ai
netting, compensation, retention or counterclaim

with any Preferred Security.
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1.2

1.3

1.4

15

2.2

References to any act orctstoat wtteaataun earsyhapid owies idee

any statutory -emacitfmecnat itohnercerofr eor any statutory
made thereunder or in accordance therewith or un
enact ment .
Ref ertemcaersy i ssue or offer or gr amts taoodSyaaswseyh ol de
of rebhts be taken to be references to an i ssud
Sharehol ders or Exi sti nagy Shhea,r editohaeler $ hams Sh d&ree hc
Sharehol ders, as the case may be, to whom, by re
any recognised regulatory body or any other stoc
connecwibh fractional entitlements, it is deter mi
I'n making any <calculation or determination of o
Price, such adjustments (if ahw) AHal bebedmbdemat
faith appropriate to reflect any consolidation
Ordinary Shares by way of capitalisation of profi
Forhe purposeds.8f ofbpdii)lomeferences to the i ssi
Shar esi shsesilerdd | , if not otherwise expressly specif
and/ or delivery of Ordinary Shareby wheshengnemwl §
or on behalf of the Bank or any member of the Gr
the Bank or any member of the Group (and which,
rank for the trhedreveamtti trliegnhegntor sohal | not be cons
i ssued or entitled to receive any Dividend, right
Form and Status
The Preferred Securities wild.l be issued in bearert
I't is intended tboati aygltepaé¢és®meifegrede SBreferred
the Bank to a common depositary for the Europeat
should note that they wil!l not themselPvrefereediyv
Securities wild.l be credited to their securities
anticipated that only in exceptional circumst anc
Systems-avahéeabhohiayi e anysattesBor clearing sys
Securities from the European Clearing Systems or
the Preferred Securities by the Bank) oiblUchef ir
account hol ders.
Unl pseviously converted into Ordinary Shares pur .
the Bank wunder the Preferred Securities on accc
unsecured and duvhb@os®dhabed pabhr gtahnea dBasnk i n acc
Article 92.2U0 of the I nsolvency Law and, i n acc
11/ 2015, but subject to any other rankingwthat m:
(or other wise), upon the insolvency of the Bank,
Preferred Securities qualify as Additional Tier 1
@ pari pracrsy t hemsel ves and with (i) amey cl ain
contractually subo®dinhasefpuodobridpavaiBamk (n acc
Article 92.2U of the Insolvency Law qualifyin

other subordicat®edtobl| pgbtohir d ved Boasntky | aw and/
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their terms, to the extpati pyashs tittheed Boayn kEpa moibs
under the Preferred Securities;

(b) junior ttcba(my§ Aoy priwmoisphlor dnnatesgpeobl iodat i c
(cr ®dotaisnari os y <cr®dit)pos (coh anyvislubgirai gen
(cr®ditos pubbrdheaBask under Article 92.10 of
for principal in respect of oth®dscenbpadtoadd
of the Bank in accordance with Article 92.20 c
Tier 1 Instruments and (ivyr@dytos hpubsudbbeadd
Bank which by | aw anedx/toerntb yp etrhneiitrt etde rbnys ,S ptaon itst

the BankEs obligations under the Preferred Sec
(c) senior to (i) any claims for the liquidation
subordinat edr @diltigat } vl 68 antkeawlmisch by | aw and.
ter ms, to the extent permitted by Spanish | aw

Preferred Securities.
Di stributions
The Preferred Securities accrue Distributions:

@ inespect of the pg)livtef Cboms{agdDanhel todi §but
Date at 6t.psber raeptofper annum; and

(b) i mesmwmdcteach Reset Period, at the rate per an
Mar gin a&redrtShva g5 Rat e (quotseids)onf oan saircrhu aRe shkea
calculated on an annual basis and then conver
convention (rounded to four deci mal pl aces, Wi

the Agent Bank edn Diehermélnavamtn Pag e.

Subject as provided in Conditions 3.3 and 3. 4, S |
each Distribution Payment Date.

I f a Distribution is to be poitddartne hesmsptedsubdbt a
ofany postponement in acicordhatck Wwet balCoubdatednbfy
applying the Distribution Rate to the Liquidatic
mul tiplying the pr obdeurctofbydalyis) itnhet haec tpuearli ondunf r o
from which Distri buthiAommnrsu bl gaaftbeud accitudi Aghet he
Distributions fall due divided by (ii) the actua
to (but excluding) the next following Distributi
resulting figure to the nearest cent (half a cent

Subject to any applicable fiscal Dirstoti bat i baws o
Preferred Securities wild.l be made in euros by th
transfer to an account capable of receiving euro
The Bank wil/ he sdiobthagmagednsrom respect of the
by payment to the Principal Paying Agent on such
Hol der s.

|l Aany date on which any payment iisdweoutlad bd hma dvé
on a date which is not a Payment Business Day, t
Business Day and the Holder shall not be entitle

such del ay.
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3.3

3.4

3.5

3.6

3.7

The Bank imayi ted exdl,e and absolute discretion, t o
whole or in part at any time that it deems neces:

Wit hout prejudice to the right of t heerBa@dkndiot icar
3.3 above:

(@ Payments of Distributions in any financi al y
Distributable Items of the Bank. To the extent
to make Dist PirkedtSieacmssi ¢sic hteldau | ed f or payment |
financi al year and any interest payments or d
scheduled or required to be paid or made out ¢
year, i nxelacdhi cgasany portion of such payments

the Distributable Items of the Bank, the Bank
payment of the relevant Distribution on the Pr

) 1I'f the Cdrmhmpetigryt Awm accordance with Article 6
the BesdMuland/omr with Applicable Banking Regul a
relevant Distribution in whole or isre pnaryt ,bet he
no payment of the relevant Distribution on the

(¢ No payments wil/l be made on the Preferred Sec
Liquidation Preference, the paymentxtoefntantyh alii
such payment would cause a breach of any regul
Additional Ti er 1 CapBamkRepgwrlsauamtnst o i Agpluidc
' imitation, any such restriction or prohibitic
Amount , Article 48 of Law 10/ 2014 and any proc
ot her provision efn&pani smplewmentriamgpaérticle
Direa@atsi meanended fjJom time to ti me

(d I'f the Trigger Event occurs at any time on or
Di strifbodtlioomi ng the occurreoce Pbéf erurcehd TS e qugre
including any accrued and wunpaid Distributions

For the purposes of the cancellation of Di stri bt
term "Distributions" wild/l be deemedpayabl acpudeuyali
to Condbietlioom 12

Di stributions on the PRcruenfiuvelrateidveSe cAucrciarideisngwiyl,l ibf
part thereof) is not made in respect of the Pref
canseth Distribution pursuant to Condition 3.3 &
Condition 3.4 above and Condition 5.1(b) bel ow t
Di stribution (or part thebeofpni Perespdewt!| bf behe:
Bank wil!/ have no obligation to pay such Distrib
Period or to pay any interest thereon, whether o
i nspect of any future Distribution Period.

No such election to cancel the payment of any Di
above -ppry meont of any Distribution (or part thereo
outComdition 3.4 above and Condition 5. 1(b) bel
occurrence of any event related to the insolvenc
cause the 1liquidat ruopn,o fd itshseo | Baannyko moargr | wimndi mg r e
from making any distribution or equivalent payme
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to the Preferred Securities (incl udinkg ,Grwitthhpout |
or inofesamgctother Parity Security. I f the Bank d
relevant Distributi o-payymemtens halalt eevisdieerhc en otnh e
Di stribution (or relevant paerxtertchesree ooff) iotrs, daiss car
such Distribution (or relevant part thereof) and

case be due and payabl e. Not withstanding the pr.
Hol ders ice &awctbr amdi ti on 13 of any election und
out in Condition 3.Theocfcalirlrurneg toa nramptpilfyyi nidol der
invalidate the cancell ation of the payment of an)
The AgrekitwiBlal at, or as soon as practicable after
Date at which the Distribution Rate is to be de
relevant Reset Period. The Agteentf oBranea cwh | Re sceatu sk
notified to the Bank and any stock exchange or
Securities are for the time being |isted or by
thereof is taeacbedpobki sshéedh Condition 12 as soon
but in no event | ater than the fourth Business De
Al l certificates, communicati ons, opinions, det
given, exparesclketdgi madef or the purposes of the pro
Bank, shall (in the absence of wilful defaul t, b
Principal Paying Agent, the AgdmtenBanla,ndt tad | o tHod
(in the absence of wilful defaul t, bad faith or
shall attach to the Agent Bankxémcicoemnlegti onotfvi

duti es andurdsiusacnrte ttioonssucph provi si ons.

Liqui ddtsitan buti on

Subject as provided in Condition 4.2 below, in t
di ssol uti ouwmp oof wi meli Bgnk, the Preferred Securit.i
Oridnary Shares pursuant to Condition 5 below) wil
of the Bank available for distribution to Hol der

arise before any distlrdédrmud i ®ofn Orfdiarsasreyt sSh ar era daer |
the Bank ranking junior to the Preferred Securit:.i

I f, before such liqui-dptbbdénthdi Bawmlkutdieosncromedi n
Trigger Event occurs bubetReefredreeedanBecwmivteiress o
pursuant to Condition 5 below is stildl to take
Securities for the purposes of Condition 4.1, wil
of Baarek a monetary amount equal to that which ho
received on any distribution of the assets of th
prior to such |l iquiduapt.i on, dissolution or windinog¢
Aft ¢germema of the relevant entitlement in respect

4.1 and 4.2, such Preferred Security wild!/l confer

of the Bank.
Conversion
I f the TriggenyEveme ooacorsaédter the Closing Dat e

@ notify the Competent Authority and Hol ders t hi
by the Bank through (ihethe f)eélaenmaprutméc eameme | avv
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5.2
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(b)

(©

The
Pri
Not
hav
rig
Ho l
Sec
ot h

For
t he
i nc
eff
pub

Sub
Con
det
i nf
The
Set
Dep
Sha
Pre

Ho l
Set
rec
or ,
ent

Upo
(a)

CNMV ahd publication in accordance with the r.
exchange or ot her relevant authority and (i
Condition 13 bf@rFroggetrogEetetmér Nothee

not make RQingt rfiuruthiean on the Preferred Securit
Distributions; and

irrevocably and mandatorily (and without any
Hol ders) convert all the Preff@rirgglerSeCamyv el ®isc
to be delivered on the relevant Conversion Set
Bank shall notify Holders of the expected C
ce in accordance with Conditionh®3 T Tnoggmor Eve
ice Date. Not withstanding the previous senter
e any impact on the effectiveness of or other.\
hts as a result of such failure.

ders shall have no claim against the Bank in
urities converted into Ordinary Shares or (B)
er wise unpaid, in e&ohveaséopur suant to any Tr

the purposes of determining whether the Trig

CET1 ratio based on information (whether or
luding informatiohi hnt &endBlalnk rpapg ecrutaend wo it
ecigiovemngomonitoring ofBathtke a@apitfhaclandat(iygs cafl ct
lish the CET1 ratio on at | east a quarterly bea

j ect as providedummerCoofdi Ordmnn&r @, Shhrees t o
version in respect of eachiCPmedrsirehSebudety
ermined by dividing the Liquidation Preferenc:
@edt on the Trigger Event Notice Date.

obligation of the Bank to issue and deliver
tl ement Date shall be satisfied by the delive
ositorwpwyfonhbehdlof der in accordance with Condi

res by the Settlement Shares Depository shall
ferred Securities.

ders shall have recouer saendt od etlthhev eBan ko fo nCloyn vfea re
tl ement Shares Depository pursuant to these C
ourse to the Settlement Shares Depository onl
cmc u metdeersces bed in Condition 5.10, any cash
itled under Condition 5.10.

n the occurrence of any of the events descri be
| f and whenever dlhiedat isohnal Ir ebcel asscdbnsation/r
affecting the number of Ordinary Shares, t he
Fl oor Price in force immediately prior to suc
subdamwibsyi the foll owing fraction:

A

B
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(b)

(©)

wher e:

A is the aggregate number of Ordinary Sha
consolidation, reclassification/redesigna
B is the aggregate number i mme®rdi ealayyafShar
result of, such consolidation, reclassif

case may be.

Such adjust ment shall become effective (o
reclassification/redesimpayvwtbhe,n toakesa bafi fve sti .on,

I f and whenever the Bank shalll i ssue any Ordir
by way of <capitalisation of profits or reserv
redemption reserve)nyotshuecrh tGradn n@ir)y Whamres ar
i nstead of the whole or part of a Dividend i

ot herwise have elected to receive, (ii) where
in cash i nOrldienuarof Sshlaches or (i i) where any
expressed to be issued in lieu of a Dividend
amount i s announced or would otherwise be pay
ort hoer wi se) , t he FIl oor Price shall be adjust
i mmedi ately prior to such issue by the foll owi
A
B
wher e
A is the aggregate number of Ordinary Share
and
B is tekgaaggmumber of Ordinary Shares in i:¢
Such adjustment shall become effective on the
0] | f and whenever the Bank shall pay any Ext
Fl oor Rr ibeee asddjaulst ed by mul tiplying the FI o
the Effective Date by the following fractio
A-B
A
wher e:
A is the Current Market Price of one Ordina
B is the portion of tthhee aFgagirre gMa rek eEEx t Vaaloured |
attributable to one Ordinary Share, with

the Fair Market Value of the aggregate E
Ordinary Shares entitledd to receive the r

Such adjustment shall become effective on the
which the Fair Market Value of the relevant EXx
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fEf fect iOmeamatein respect of tthhi3d cpar ddireaph r(si
which the Ordinaryh&8hae¢evant €Caabde®di ekdend ¢
Exchange.

FExtraordi nadmegabDisviadgnd€ash Dividend which is e
to be a capital didtvibdenhdpnexexbaondirdangar di st
speci al distribution or return of value to S|
which case the Extraordinary Dividend shal/l b €

@iy 1'f wmaene\her Bank smhakl apCsaysMormi vi dend t o Sha

the Floor Price shall be adjusted by mul ti
prior to the Effective Date by the foll owin
A-B
A
wher e:
A is the Current Market PEftecofven®aOedi as
B is the portion of the Fair-CaMahm k&t vivae one
attributable to one Ordinary Share, with

the Fair Mar ket Val-Qa&s ho f Ditvhied eangdg rbeyg att lee
Odi nary Shares entitl e€distho Dri evd eliewna t(hoa ,r
of a purchase,-baekempt Oondi omar pupvphares or
other receipts or <certificates represent

Bank ormaey wmf the Group, by the number
i mmedi ately foll owi ng s ubcahc kp,u racnhda ster, e artei dne
being in i ssue any Ordinary Shar es, or

depositary or odéadteas  r egleri phtass eod, creadd dmed

Such adjust ment shall become effective on the
which the Fair Marke€Ca¥h!|l Devotientdei sebapahbt eNc
as provided herein.

fiE fefc t i v @ meDaart se, in respect of this Condition 5
Ordi nary Shavrtehse ared etvrande dievi dend on t he Rele
case of a purchase, redemption o9gi tbauryy boarc ko toh
receipts or certificates representing Ordinar.y
of the Group, the date on which such purchase,
case if later, the Manrlet d¥dleu au pofn twhhd crhe It ehvea rf

of being determined as pro®Oif@edtheréinyptodate
Ordinary Sharftene ared @¥rdaaxdoendspehxe Rel evant Stock

0] For the puabpoovsee,s Foafi rt hMar ket Val ue shall (s
(a) o f the definition of "Dividend" and i1
determined as at the Effective Date.

I n making any calcul ations f osructhh e dg wrspg area
(i f any) shal/l be made as an I ndependent Fi
to be appropriate to reflect (A) any consol
or (B) the issue of Ordinfarpyr &fhiatresoryr evaegr
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(d)

(e)

l'i ke or similar event) or (C) any increase
the relevant year in question.

| f and whenever the Bank shalll i ssue Ordinary
right s,nkorort haenyBame mber of the Group or (at th
arrangements with the Bank or any member of t

shall i ssue or grant to Sharehol denrtss aosr ao tchlear

rights to subscribe for or purchase or otherw

which by their terms of issue carry (directly

or subscription fonry Qrrditnhaer yw i §hhatr etso (aoccrq usi hrael, |

respect of existing Securities so issued), in

than 95 per cent. of the Current Mar ket Pri ce

FIl oore Bhiat | be adjusted by multiplying the FI

Effective Date by the following fraction:

A+B

A+C

wher e:

A is the number of Ordinary Shares i n issue

B is the number of Or dirreagrayt e Sttaormness dehat ho
receivable for the Ordinary Shares issue
i ssued by way of rights, or for the opti
granted by way of rights 8hdrésrdéehkevepab
the exercise thereof, woul d purchase at
Share; and

C is the number of Ordinary Shares to be ic

number of Ordinary Shares whfi cshucnha yo pbte oil
warrants or rights calculated as at t he
rights or upon conversion or exchange ol
purchase or ot her rights of acgersionpn
exchange, subscription, purchase or acqui

provided that if at the first draitgeh-bopnt iwehxisc hort
exwarrants on the Relevant St oc k EXxfStheamigfei e(da s
Dadbpuch number of Ordinary Shares is to be det
formula or other variable feature or the occu
for the purposes of thiset€omidned oby5tBeédapppl C
formula or variable feature or as i f the rel e\
Date and as if such conversion, exchange, sub:
on the Specified Date.

Such adjustment shalll become effective on the

fEf fectiovmeabPatein respect of this Condition
Ordinary Shar esi ghtosptti eadweado r a xetxs on t he Rel e
Exchange.

| f apdewér the Bank or any member of t he Gro
pursuant to any arrangements with the Bank or

1



®

person or entity shal/l i ssue any Seaurtist ioers (
other rights to subscribe for or purchase or
which by their terms carry (directly or i ndi
subscription for, or r iyghShsarteos )o tthoe r Sahi asree haocl gdue

way of rights or grant to Shareholders as a cl
rights to subscribe for or purchase or other.\y
Shares or apstioornsagt hwearr rrainght s to subscribe fo
Ordinary Shares or Securities which by their

conversion into, or exchange or subscription
the Floor Price shall be adjusted by multiplyi
Effective Date by the following fraction:

A-B

A

wher e:

A is the Current Market Price of one Ordinasa
B is the F¥akrueMaohwet he Effective Date of

attributable to one Ordinary Share.
Such adjustment shal/l become effective on the

fEf fect bmeama,tein respect of this Condition 5.
Shraes ar e -tthreadreed exant -r 5¢g b tomittiieemsvaoar aeetxs on
Rel evant Stock Exchange.

I f and whenever the Bank shall i ssue (ot her wi
wholly for cash or f ory nSoh acroenss i(doetrhaetri otnh aann yO r Qir
on conversion of the Preferred Securities or
exchange or subscription for or purchase of, C

and wheeneBeaenrk tdhr any member of the Group or (a
to any arrangements with the Bank or any memb

entity shall i ssue or grant (otherwioséyttiam a
cash or for no consideration any options, warr
ot herwi se acquire any Ordinary Shares (other t
this purpose include asa)y, Fumt bacrhPrabtermaed aSe
Share which is I ess than 95 per cent. of the (
of the first public announcement of the ter ms
adjusted bytmel il ployi ®rice in force i mmediate
following fraction:

A+ B

A+C

wher e:

A is the number of Ordinary Shares in isstl

Ordinary Shares or the grant of such opti

B is the number of Ordinary Shares which
receivable for the issue of such Ordinar
Ordinary Shares to be issued or other wi s:¢
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(9

such oprnrinamtss aor@a rights, woul d purchase ¢

Ordinary Share on the Effective Date; and
C is the number of Ordinary Shares to be
Ordinary Shares or, as the casye ®hygr de,
which may be issued upon exercise of suct
at the date of issue of such options, war
provided that i f at the time of issue of such
optiwanrsr,ants or rights (as Auped finsd thastnaCoiln e i t
of Ordinary Shares is to be determined by ref
variable feature or the occurrbapoefof &ahg pue
of this Condition 5.3(f), "C" shall be deter mi
feature or as if the relevant event occurs or
conversion, exchamg@gese Hubsacrqiuptsiidn,onpthrad t ake

Dat e.
Such adj ubetmemt esctdlvlie on the Effective Date.

fEf fect Omeamatein respect of this Condition 5.

Shares or, as the ofhssumbhyopejohbe wanmnrants or
I f and whenever the Bank or any member of t h
pursuant to any arrangements with the Bank or
person or entitmentotomerdwii me Ctoman tassn 5. 3(d),
i ssue wholly for cash or for no consideration
which term for this purpose shalll include any
of issue carry (directly or indirectly) right:
purchase of, or rights to otherwise acquire,
respect of existing Securchi &y ddhei ssuded)ns o
reclassified/redesignated as Ordinary Shar es,
receivabl e upon conversion, exchange, subscri
l ess than 95 per cenmncte. poefr tOredi Quarrrye nSth aMar koent
public announcement of the terms of i ssue of
FIl oor Price shalll be adjusted by multiplying
Ef fecti vhee Dfaalel cdowi g fracti on:

A+B

A+C

wher e:

A is the number of Ordinary Shares in issu
(but where the relevant Securities carr)\
exchange or subscripti onhfeomw,i spurachais ¢ eo
Shares which have been issued, purchased
of the Group (or at the direction or req
the Bank or any member of thectGrompyi flor
such i ssue, l ess the number of such Ord
acquired);

B is the number o f Ordinary Shares which

receivable for the Ordinary Shares to be
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(h)

conversion or exchange or wupon exercise
acquisition attached to such Securities
Shares to be issued or to arise from any
pur cdtaseuch Current Market Price per Ordi

C is the maximum number of Ordinary Share
avail able upon conversion or exchange of
such right of s ubscrhieptiimint iatlt accchrewde rtsh eol
subscription, purchase or acquisition pr

maxi mum number of Ordinary Shares which
reclassification/redesignation,

provided thatsué at the téemevahdt i Securities ol
used in this Cispceicti ifdsdx.DAr{g)mbetrhef Ordinary
determined by reference to the application o
occoceeof any wevent at some subsequent ti me
converted or exchanged or rights of subscript

the case may be, such Securitiesiaepeaseamlags Die
provided), then for the purposes of this Con
application of such formula or variable featur
as at the Specified Datxc hamdyeas s ubssruicht icoonn
acquisition or, as the case may be, recl assi

Specified Date.

Sualj usghhelnlt become effective on the Effective

fEf feDabrmeans, in respéct3(gf) ,t hihe GCarn ki toifon ssu
or , as the case may be, the grant of such righ
| f and whenever there shal/l be any modi fi cat
subscription, purchase or acgqguhiesri ttihoann atthtea chhri e
Securities, which term shall for this purpose
mentioned in Condition 5.3(g) above (other th:

as to adjustment) iaegpsplupkarmblies ¢ we )s uscch tSkeaturfidl |
the consideration per Ordinary Share receivabl
of the Current Market Price per Ordinary Shar

t he prfopprossaadesh modi fication, the Floor Price ¢
Price in force immediately prior to the Effect
A+ B

A+C

wher e:

A is the number of Ordinary Sharesomn i ssu
(but where the relevant Securities carr)\
exchange or subscription for, or pur chase
have been issued, purchased or acquired |

(or @itreéedbeion or request or pursuant to a
member of the Group) for the purposes of
|l ess the number of such Ordinary Shares s
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B is the numbeShaagfes Owdiimair yt he aggregate ¢
receivable for the Ordinary Shares to be
conversion or exchange or wupon exercise
acquisition att acnnoeddi ftioe dt hweo uS edc upruirtciheass es

Mar ket Price per Ordinary Share or, i f I
subscription, purchase or acquisition pri
C is the maximum number of Ouald nar yotShar @i
made available wupon conversion or excha
exercise of such rights of subscription,
the modified conversion, exchanger subsc
rate but giving credit in such manner as
faith shall consider appropriate for any

5.3(h) or Condition 5.3(g) above,

provided that i f at t hedti met wifs sQaiig enbiddii ¢ .ad
Dadbpuch number of Ordinary Shares is to be det
formula or ot her variable feature or the occ
(which may berwhewvssach Beoauerted or exchang
purchase or acquisition are exercised or at s

purposes of this Condition 5.3(h), "C" shall &
vablae feature or as if the relevant event occU
i f such conversion, exchange, subscription, [

Specified Date.
Such adjustment shal/l eeOame. effective on the

fEf fectiOmeamDatein respect of this Condition 5
rights of conversion, exchange, subscription
Securities.

| f and whenever the Bank (aart arhye md mleecrt i @fn tohr e
pursuant to any arrangements with the Bank or

person or entity shal/l of fer any Securities i
entitled to paretnitci pwahteer eibry a@arurcehngS&ecur i ti es n
(except where the Floor Price falls to be adj
or 5.3(f) above or Condition 5.3(j) below (or
grtanwas at |l ess than 95 per cent. of the Cur
relevant dealing day wunder Condition 5.3(¢e)

multiplying the Floor Price in fortelliommengat

fracti on:

A-B

A

wher e:

A is the Current Market Price of one Ordinas
B is the Fair Market Value on the Effectiwv

attributable to one Ordinary Share.

Such adjubememe ehékLctive on the Effective Dat
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fEf fect Omeamatein respect of this Condition 5. .
Shares arre gthrtasdeodh eexhe Rel evant Stock Exchange

| f

the Bank deter mi nes tshhaotula rbeed untatdieo nf otro whha

the Floor Price wildl be reduced (either generé

in such manner and with effect from such date

Hol der s.

Not wi t hsd afnar eeggoitrhg provi si ons:

0] where the events or circumstances giving
Condition 5.3 have already resulted or wild/l
where the events or ciadjuumsttmercte sargiisvé nlgy r
ot her events or circumstances whi ch have
adjust ment to the Floor Price or where mor
adjust ment to the Floor P roidc eo fo ctciumes twhiath,i
opinion of t he Bank, a modification to the
required to give the intended result, such
the adjustment provisions iash nray akme | ddteere
Financial Adviser to be in its opinion appr

(i) such modi fication shal/l be made to the op
determined in good Fian d fAdibayls earn ttlson ddemg enn doenm |
appropriate (A) to ensure that an adjust me
thereof shall not be taken into account m
economic effect of a Dividend is not taken

Fothe purpose of any <calculation of the <con:

Conditions 5.3(d), 5.3(f), 5.3(g) and 5. 3(h),

(A) the aggregate consideration receivaldle or g
be the amount of such cash;

B) (It)heeggregate consideration receivable or pi
ot herwi se made available upon the conversi
deemed to be the consi dei atbdbe dorpranyge swue
and (I1l) the aggregate consideration receiv
or otherwise made available upon the exerci
Securities or uponstheaexamtcisseorofri gmy sopthi
t hat part (which may be the whol e) of the
for such Securities or, as the case may be,
attributed byghhe 8&nkubscsuphion or, as th
warrants or rights or, if no part of such
Mar ket Val ue of such rights of subscripti
warrants dr trieghtes ewana Effective Date as
5.3(f), 5.3(g) or 5.3(h), as the case may ¢k
the additional mi ni mum consideration receiyv
exchamg such Securities, or upon the exerc
thereto or, as the case may be, upon exerci
the <consideration receivable or price per
exchange of, or upon the exercise of such
Securities or, as the case may be, upon th
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5.5

5.6

shall be the aggregate considerateoosoase pri
may be) divided by the number of Ordinary &

exchange or exercise at the initial convers
(© i f the consideration or price deteompaerdnipl
thereof) shall be expressed in a currency
converted into the Share Currency at the P

(in the case of (A) above) ocrentehnet r(eilne vtahnet
of (B) above);

) in determining the consideration or price
made for any commi ssions or fees (howsoev
i ncurred for any under wr itthiengi, s spuleacafngt he
Ordinary Shares or Securities or options,

therewith; and
(E)y the consideration or price shall be detern
consideration orbbpbejcpardcervedyabbeeregar
part thereof is received, receivable, paid
I f the Conversion Settlement Date in relation to
t he rdeactoer di n respect of any consolidation, recl
mentioned in Condition 5.3(a) above, or after the
entitl ement for any such(asstadege diaser imawt iboen, agsr
Condition 5.3(b), 5.3(c), 5.3(d), 5.3(e) or 5.
announcement of the terms of any such issue or g
above ormsef of heantye such modi fication as is mentio
the relevant adjustment to the Floor Price (if a
(such adijiRettmeadt, i vaed )tAldg ru stt lme n Bhadni kt i somaall | u(poan t he
adj ust ment becoming effective) procure that t her
Shares Depository, for onward delivery to Hol der ¢
Delivery Nobycéeber S8eteit Vedent Shares Depository,
Shares (iffddaintyi)on(atlheOobdhispnarnygeharees with the Ordi
conversion of t he Preferred Securitiaeae (ntodgestdche
delivered to any relevant Hol der), is equal to t
required to be issued and delivered on such conve
been made and becomeprefofrectto viehel mmeldéwart vy Tri gg
provided that if the Settlement Shares Depositor
entitled to receive the relevant Dividend in res
t éam, then no such Retroactive Adjustment shal/l b e
Ordinary Shares shalll not be issued and delivere

rel ation thereto.

I f doybhtald &g itsoanwhaedtjhuesrt ment falls to be made t
appropriate adjustment to the Floor Price, and

I ndependent Financi al Advi ser, a written deter mi
repect thereof shall be conclusive and binding on
No adjustment wild/ be made to the Floor Price wh
rights, warrants and optdjoanb)oatedj spuedhasélier aj
or granted t o, or for the benefit of, empl oyees
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5.7

5.8

59

5.10

formerly hol di ngx eecxuetciuvtei vaef foirc en oonr the personal

personi)r ospdthees or relatives, in each case, of
associated company or to a trustee or trustees t
case pursuant to any share or option or similar ¢
On ampwsadament, the resultant Floor Price, if a nu
Price, shall b e nruombrede doifthaiwvn pt aceucNo adjust ment
FIl oor Price where such adjusumdntbe(t essdedadowin p
Fl oor Price then in effect. Any adjustment not r
FIl oor Price has been rounded down, shall be carr
adjustments,ubamrduenthadjust ment shall be made on
required to be made had been made at the rel evan
rounding down had not been made.

Notice of any adjustimendhe diovearheby |ltolne Barnlk et & hld

of a rel aeahb ¢ eeamnimaofutnecement with the CNMV and i
with the rules and regulations of any applicabl
Condntil3 promptly after the determination thereof

On any Trigger Conversion of the Preferred Secur
shall be i ssued and delivered subject to and as
Prerfred Securities shall cease to be outstanding

Fractions of Ordinary Shares wil/ not be issued
and no cash payment or ot helweraedojfu st Wiethnttouwi | gr ebje
generality of the foregoing, if one or more Deli
received by or on behalf of the Settl ement Shar
Additional 9Ortdo nlae yd Slhiavered by the Settl ement St
the same name, the number of such Conversion Sha
in respect thereof shall be cal cubPra¢efear eomc et haef b:
Preferred Securities being so converted and roun
Shares.

On or prior to the Conversion Settlement Dat e,
Depository such hambsr asfi © rdegarye® to satisfy
deliver Ordinary Shares in respect of the Tri gge
Securities outstanding on the Trigger Event Noti

I'n order to obtediervade!l iOrdriynaofy Sheares upon any

Settl ement Shares Depository, the relevant Hol de
together with the relevant Preferred Secmrities
Preferred Securities), to the specified office o
case of any Clearing System Preferred Securitie:
Principal Paying Agent ®e®hrowmgh  Stys¢e emelhadart) ERPr e
the specified account of such Paying and Conver si
each in accordance with the procedures of such Ei
Dayst {e nrel evant place of delivery) priidat itoe t he

Cu-bf f oDat e

The Principal Paying Agent shalll give instructi ol
Ordinary Shares to be delivered by the Settl emer
Date in accordance witdél evhaent nBelriuxcernynNotgiiwve,n pn
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511

co
t h

| f
an
f o

mpl eted Delivery Notice and the relevant Prefe
e No+difde DG te .

a duly completed Delivery Notitcaledndetrira 1ol a
d Conversion Agent as provi doefdf aDbaotvee, otnhemr ahe
'l owi ng tolfd MNoaattiecea nQutpri or to the tenth Busine

Date the Bank masyoliun ei tdd ssolee¢i and (ahd the relev

Se

o
=y

o - O —* = T O
- ®O 0O - ® = = 0O

- O Ww
> o c

—
=y

s 9
> S

—h

®» > e Ovm
5 35 ® 5 0o

o s
> O

3
©

A
ne
t h
(a)

(b)
an

De
av

curities shal/l be deemed to &ajelelei nigh exgeernat)c ur el
at al |l Ordinary Shares held by the Sdulkyement
mpl eted Delivery Notice and Preferred Securiti
f Date as aforesaid shall be sold by or on b
acticabl e. Subject tothheSdeHuogi dgeby of anyhb
spect of its liability to taxation and the pa
ansfer taxes and duties (if any) and any fees
eation with the issue, all ot ment and sale the

asonably practicable be distributed rateably t
in such other manner deatderami rseu cahn d i meet iafsy tthe t

cphay memal | for al | purposes discharge the obli
pository and the Selling Agent in respect of ¢t}
e Bank, the SettlaeamentheSIitaedl ¢ nDe Ageintorsyhal | h a
e exer-ekseecbsenofh any discretion or power pur s
y s alCer dof8 hamyye s, whet her for the timimgnoér angug
ich any such Ordinary Shares are sold or the ir
theoBonk appoint the Selling Agent by the te
ttl ement Dat e, or i f anpneOiSael hamyg 3Blgameées i areaco
ndition 5.10, such Ordinary Shares shall contii
til t he rel evant Hol der delivers a duly compl

curities.

y Werly Notice shall be irrevocabl e. Failure pr
d deliver the relevant Preferred Securities ma
d void, and the Bank sbofl adnpeappltictaleldet Or ¢pir ma n
e relevant Hol der may be entitled in accordanc
et her any Delivery Notice has been properly <co
.10 eshmdde bby the Bank in its sole discretion,
ni fest error, be conclusive and binding on the
Hol der or Selling Agent must pay (in thbecase

t proceeds of sale referred to in Condition 5.
an:

any taxes payable by the Bank; and

angyap, tiadsue and registration and transfer tax

each case payable in Spain and in respect of

d delivery of the Ordinary Shares (including a
Il ivery Notice del i veornesd wphuircshuamhaltlo bteh emai dComy
oidance of doubt, such Holder or the Selling A
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5.12

5.13

6.2

6.3

6.4

6.5

Selling Agent, by way of deduction from the net

byeference to any disposal or deemed disposal of
I f the Bank shall fail to pay any capital, st am,
which it is responsible aisngprhgygented adbotvikee ¢hee
entitled (but shall not be obliged) to tender é
independent obligation, undertakes to reimburse

case may boef, ainny rpeasypneecntt t hereof and any penaltie

Theéer di 8laayes (including any Additional Ordinary S
fully paid and wpadi iwiatshd Ut hree Sd d tys praanrdki © s den any

Trigger Event Notice Date or, in the case of Ad«
Date, except in any such case for any right excl
except that sucht®edicaarey médhabes A&Addi as onal Or di
(or, as the case may be, the relevant hol der sha
payments the record date or other diueh dfaalel & opr itc
the Trigger Event Notice Date or, as the case may

Not withstanding any other provision of this Cond]
of the Spanish CompaniedleeawBaakdhgr Reiguh atangnd®ap
me mber of the Group may exercise such rights as
redeem or buy back any shares of t he Bank (incl.
receipts oepcesentiogtéde same without the consel

Optional Redempti on

The Preferred Securities are perpetual and are
provisions of this Condition 6.

Subject to Conditioner6fed8 8edubitdi bl swal t haeoPr b

First Reset Date. AlIl, and not some only, of the
the Banbj soniPaymeoan Date falling on or aifoemr the
Price, subj ect to the prior consent of the Comp
Applicable Banking Regothtudbng, then thefavokedanc
CRR, as amen)ded or restated

I f, on or @qfbetet heh&€leo®sian a Capital Event, the
whol e but not in part., at the option of the Ba
Aut hority (and otherwise in accordanterigzviedIlhudipmpd ),
for the avoidance of doubt, Arntiacl ean®¥8 tofmeCRRt a:
Price

I f, on or after the Closing Date, there is a Ta:
whol e but ntohepitn opartf, tate Bank, subject to the
Aut hority (and otherwise in accordance iwmnda¢lhudipmpd,
for the avoidance of doubt, Artiacl eamy8hemMREBRBR mMpP & |
Price

The decision to redeem the Preferred Securities
noti fied by HoHenedtankeds ttthan 30 and not more tha
redemption ddtid i ngr @ugha hteheeh e v &) § aenermaeunnec e(me n t Wi
CNMV and its publication in accordance with the
exchange or other relevant authority and Conditi c
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6.6

6.7

6.8

6.9

The Bank wil/l notCogndviet inoont i 6c.e5 uwunndleers st,hiast | east 1

of any notice of redemption, it has delivered to
aut horised officers stating that a Ciapi $af f iEcvieen
certainty that it wildl occur , as the case may be

conditions precedent to the right of the Bank so

I f the Bank gives notice otfi ersedetmpan omy oX2 theorP

relevant redemption date, subject to Condition 5.
(@ irrevocably deposit with the Principal Paying
Price; and

(b) give the Principal Payuogi Adgmenandraevborabt g
Price to the Hol ders.

I f the notice of redemption has been given, and

pay given as required above, then on the date of
@ DistributrederordtIiSBecurities shalll cease,;

(b)) such Preferred Securities wildl no |l onger be coc
(¢ the Hol der s wi || no |l onger have any rights

Redemption Price.

The Bank may not gi ver sauairott itce toHi s e@empitti iommn p6

has been given. | f any notice of redemption of
Condition 6 and a Trigger Event occurs prior to
beautomatically rescinded and shall be of no for
Preferred Securities on such redemption date and
shall take place as provishad |l umgdere Q@mndictei oonf B5Ba.n

rescission of a redemption notice to the Hol ders
thereafter.

I f either the notice of redemption has been give
date of such deposit or if the Bank i mproperly wi
Preferred Securities, Di stributions wildl continu
(and including) the r &@demtei odnatdatoef taoct(ubadt peaxyarie
Price.

Purchases of Preferred Securities

The Bank, or any member of the Group, may pur ch:
Preferred Securities at any priocelannet wetlpdadppln
Banking Regulations jnihotodiat, therrehevawmnbdbi dam

CRR and Commi ssion Delegated Regul ation anhEU) N o
subject to the oprpiedrendormaudrhtoraft yt he fCrequired.

Any Preferred Securities so acquired by the Bank
approval of t he Competent Aut hority (and ot her
Regul ations t hernesionl dploarc,e)at btehehedpdt,i on of the Beé
surrendered to a Paying and Conversion Agent for
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Wai ver-odff Set

No Hol der may at any ti me-OdXerRdigshd soragali amisth amy
| i abtihlei tBbank has or may have or acquire against

arising (and, for the avoidance of doubt, includi
in relation to any and tasl |lofagany neartts, owh eotthheerr o
Preferred Security) and each Hol derOfdhalilghdhe deoe

fullest extent permitted by applicable | aw in re
liabilities. Not withstanding the preceding senten
Bank in respect of, or arising under or ifn conne
of f, such Holder shalmmedubdijecy payappl amabhe kg
such discharge to the Bank and, unt il such ti me
such amount in trust for the Bank and accordingl
taken pl ace

For the avoidance of doubt, nothing in this Cond
acknowl edgi ng, anyofrfi,g hnte totfi ndge d uccotmpoenn,s asteito n, ret
any such right i s oHolwloeul dofb ea nayv aPrleafbelrer etdo Saencyu r i

Undertakings

So long as any Preferred Security remains outsta
required pursuant to an Extraordinary Resolution:

@ not make any iistswtei,ongraarntt eokhke darstomit t o take
thereof would be that, on Trigger Conversion,
l aw then in effect, be |l egally issued as fully

by if any offer i's madg the aplrlactocabsenadt )y Saar
nearly as may be practicable all) such Shar eh:q
of the offeror) to acquire all/l or a majority
proposecgwrdhto such acquisition (other than
of fer or scheme to the Holders at the same tir
(or as soon as practicable thereafetemagy theat
obtained from the specified offices of the Pa
of fer or scheme has been recommended by the B
an offer has become or beenodesbahedcbherpmentias
effective, use al/l reasonabl e endeavours to pr
hol ders of any Ordinary Shares issued during
a

ny Trigger ConwWHel slieos;and/ or to the

n the event of a Newco Scheme, take (or shal

(©)

i

to ensure that such amendments are made to th
the Scheme of Arrangementthe Rref aererceeds s@e gurtic
converted into or exchanged for ordinary shar
certificates representing ordinary shares of
subject to thesdi @Gangi shangsawnf Ne&acor ar e:

0] admi tted to the Relevant Stock Exchange; or
(i) Iisted and/ or admitted to trading on anothe
and the Holders irrevocably authorise the Bank
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10
10.1

(d)

(e)

()

(@)

i ssue, ailvleort Qrnddi ndaerly Shares wupon Trigger Conyv
Condition 5;

use all reasonabl e endeavours to ensure that i
Ordinary Shmdresggsessu€dnversionngvidnd bter adlinti g t a
Rel evant Stock Exchange or wil/ be listed and

Stock Exchange;

at all times keep in force the r eelnepvtainvte rreisgohltt
sufficient umutkls@Qmrdsrerar ypbu$Shares to enable Tri
Preferred Securities, and all rights of subsc
satisfied in full; and

where the provisions of ConditionIihdepgeunidrato
Financi al Advi ser or a role to be performed
reasonabl e endeavours promptly to appoint suct

Meet ifnglsoloder s

@)

(b)

(©

The Bank may at any time asdhoi i nggonotetesas

cent . in aggregate Liquidation Preference of
outstanding, shal/l convene a meeting of the H
days to convene tmaymeetcogyehbd Imget hagrel eve
the Bank is about to convene any meeting it s
Principal Paying Agent of the day, time and pl
to be tatantshaectmeedet i ng. Every meeting shall be

Principal Paying Agent.

At l east 21 clear days' notice specifying the
the Holders in the manlhhee moatoivded,e dwhinc hCosnhda Itli
l anguage, shall state generally the nature of
the case of an Extraordinary Resolution onl.y
Extraordinar ybeReprodpdased dro (b) inform Hol de
Extraordinary Resolution are available free of
that, in the case of (b), such resolution 1is
t hdeat e on which the notice convening such meet
include statements as to the manner i n which
meeting or (ii) inform Hol der sarteh atv ad ¢ tadil les f
charge from the Principal Paying Agent, provi c
details are available with effect on and fro
meeting i s given asotaifcoer esshaaild . bAe csoepnyt obfy tphoes tr
meeting is convened by the Bank).

The person (who may but need not be a Hol der

AiChai romgpahnal | be entitled to take t he schnaaidre aotr e
if at any meeting the person nominated is not
for holding the meeting the Holders present s
failing which the Bank mamampepfoian adjChai mené n

not be the same person as was Chairman of t h
pl ace.
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(d)

(e)

At any meeting one or more EIligible Persons
aggregate not | eswi dahtainon5 Ppreerf ecreemntc.e ionf Ltihge Pr
ti me being outstanding shall (except for the
form a quorum for the transaction of busi ness
Chair mamr danncaec cwi t h Condition 10.1(c)) shall K
reqguired quorum i s present at the commencemen
passing an Extraordinary Resolution sghallle (sul
Persons present and holding or representing |
Liqguidation Preference of the Preferred Secur|
at any meeting the busi nesisng fmanmhti ecrhs i(necd auhd ecsf
only be capable of being effected after having

() a reduction or cancellation of the Liquidat

(i) without prejudi ce diot itohne 3pr(oivn csli wdisn go, f wdotn

right of the Bank to cancel the payment of
a reduction or cancellation of the amount p
respect of anyarmiasttiromuticahBetbmet Bgst mifbut i
Rat e; or

(i) a modification of the currency in which pa
be made; or

(ivv a modification of the majority required to
(v thseanctioning of any scheme or proposal des:
(vii alteration of this proviso or the proviso t

the quorum shall be one or more EIligible Pers
aggr egtatlee st lihrachs tiwo Li qui dati on Preference o
time being outstanding.

| f within 15 minutes (or such Il onger period
decide) after the time appohnotegresenany omet¢h
any particular business, then, subject and wit
any) for which a quorum is present, the meet]i
was required kynMelnhderssaich meeting pursuant to
In any other <case it shall be adjourned to tt
public holiday the next following busi@aess da
of a meeting at which an Extraordinary Resolu
adjourned for a period being not l ess than 14
pl ace appointed by the Chair magn Agrecdhtdppridvend t
mi nutes (or a | onger period not exceeding 30

ti me appointed for any adjourned meeting a qu
particul ar business,ejthé&inge studbj ebé fBndnswadthiow

any) for which a quorum is present, the Chair.i
for a period, being not |l ess than 14 clear da)
and to aaypyllheeappoimmted by the Chairman (eith
and approved by the Principal Paying Agent, a
all further adjourned meetings.
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10.2

()

(@)

(a)

(b)

(©

(d)

(e)

()

(@)

At any adjourned meeti ngproensendar (mohrae elleir gitbhle
Preference of the Preferred Securities so hel-c
bel ow) form a quorum and shall (subject as
Extraordinary Resodmutaond bo oéebede repohutai |
properly have been dealt with at the meeting

required quorum been present, provided that a
includes anyspeefcitfhedmatnt gérhse proviso to Condit
one or more Eligible Persons present and hol di
ontthird in Liquidation Preference of the Prefe

Notice of any adjourned meeting at which an E:

be given in the same manner as notice of an o
21 in Condition 10.1(b) agdotbem. n8Bubgecstshabl t:
it shall not be necessary to give any notice
Every question submitted to a meeting shal./l b
and in the case of an edguabloitthy oonf av ostheosw tohfe hGrt
have a casting vote in addition to the vote o

Eligible Person.

Atanmeeti ng, unl ess a poll is (before or on t he
deaanded by the Chairman or t he Bank or by an
Liqguidation Preference of the Preferred Secur.
that a resolution has been carrdrednotr acarrrriied
particular majority shal/l be conclusive evide
proportion of the votes recorded in favour of

SubjtectCondi tion 10.2(e) if aal bBnpgemeekéenginan pl

and, subject as provided bel ow, either at onc
direct and the result of the poll shall be deece
pol I was demandedt alsi rag dfhet Weatgololf. t Thkee de ma
prevent the continuance of the meeting for t he
on which the poll has been demanded.

The Chairman may, with the comeenti ngf a@dnpousi
meeting from time to time and from place to
adjourned meeting exclepufuUbdyyi iess,| awhki oo miegh
have been transacted aturtrhme ne ettd ;mky flraoame .whi ct

Any pol |l demanded at any meeting on the elec
adjournment shal/l be taken at the meeting witdt
Any director or officer of the Bank dansd eiatks | ¢
at any meeting. Subject to this, but without
flout st andi hge Adgegmgmat person shall be entitle
shall any person be entitledotrojwome wat hamwy h

requiring the convening of a meeting unl ess he
Subject as provided in Condition 10.2(f), at &

(vii on a show of hands every EIligible Person pr
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(h)

)

(vi) on a pol l ever preEbkegtblsdaPér d@ave one vote
such other amouwmty Aagse ntthes hRrlilndinpailt s absol u
in Liquidation Preference of the Preferred

Per son.
A meedfi nghe Hol ders shal/l in addition to the
powers exercisable only by Extraordinary Reso
guorum contained in Conditions 10.1(d) and 10.

0] powemapppbaowecompromi se or arrangement pr opo:
Bank and the Hol der s;

(i), power to approve any abrogati on, modi ficat|
of the rights of the Holders against the Bes
rights arise under the Agency Agreement, th

ot her wi se;

(i) power to agree to any modi fication of t h

Agreement, these Conditions or tthree PBardle;rr e
vy power to give any authority or approval whi
or the Preferred Securities is required to

(v power to appoint any persons ( whetttheeas Htod de
represent the interests of the Holders and
any powers or discretions which the Hol ders
Resol uti on;

(vii power to approve any schemel er opr ampmes aPlr eff ¢

Securities for, or the conversion of the P
the Preferred Securities in consideration
debenture stock and/or othert heb IBiaghakt i corn s a re
company formed or to be for med, or for or i
or into or in consideration of shares, sto
and/ or ot her obligati amwhovenahdr paedbiyi tfiogs
consideration of <cash; and

(viil power to approve the substitution of any e
substitute) as the principal debtor in resp

Any resolution ngasoded het Hol deets duly convenec

upon all the Holders whether present or not p
and each of them shal/l be bound to give effec
any lrueason shall be conclusive evidence that t

the result of wvoting on any resolution duly
accordance with Condition 13 bygtkeoBanfgr ovi ¢
t hatpuwbolni cati on shall not invalidate the resol

The expiEassiaomdi naroywhRBes oulsuetdi oinn t hi s Condi t
resolution passed at a meeting of the Holders
prowissioof this Condition 10 by a majority con
persons voting on the resolution upon a show
majority consisting of not |l ess Ithan 75 per ce
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11

12
12.1

(kfy Subject to Condition 10.2(a), to be passed at
i n accordance wi t h t he provisions of t his (
Extraordinary Resolution) shal lt he qrua gl wat inan
a show of hands or, if a poll was duly demande

0] Mi nutes of alll resolutions and proceedings at
books to be from timerpgwomsdibme tpheovBarlk dmd drhy
the Chairman of the meeting at which any reso
shall be conclusive evidence of the matters c
every meeadtngofi nt resproceedi ngs of which minut
to have been duly held and convened and all r e
the meeting to have been duly passed or had.

(m For the purposes ocfl ecaar| cdnabyashc oguat pehalold lbé t
which a period commences or the day on which &

(n) The initial provisions governing the manner i
European Clearing Systamsmeemay gatotfendheanhdo!| Wdet
Securities are set out in the Agency Agreemen
consent of the Bank or the Holders prescribe
attendance andpadt iPRmyiag tAhgenPr imagi in its sol
of any such regulations may be given to Hol dei

time of service of any notice convening a meet

(00 Any modi fication or waiver of the Conditions
effected in accordance with the Applicabl e Bar
approachCdodmpoent @nmta dguihmed ttyher eunder .

Modi ficati on

The Principal Paying Agent and the Bank may agr
modi fication of the Preferred Securities or the
technical nature or i s madel yt owictohr rneacntd aat omayn i pfreos\
| aw.

Any such modification shal/l be binding on the Ho
the Holders in accordance with Condition 13 as s

Taxati on

Al paymentenofamd sbthbut(emocundsngayédbrethe avo
repayment iof mesmedtpadf) the Preferred Securities
free and <cl ear of , and without withhede@mntmgomr f ut
taxes, duti es, assessments or government al charc
deduction is required by | aw. I n the event that

by or on behalf mfot han¥Ximgldiom odl Spabdi vi si on th
therein or thereof having power to tax in respec!
Preference or other amount), the Bantkhe hsad rhe (ki as it
as for payment of any Distribution in accordance
wi | result in Holders receiving such amounts ¢

I
Di stributions had nonsbeknwirtlholreidng or deduct i c

93



122 The Bank shall not be required to pay any addit

13

relation to any payment in respect of Preferred ¢

@ held by or on behalf of a Hol der whsi cdir i s I

government al charges in respect of such Prefe
connection with the jurisdiction by which sucl
i mposed, l evied, coll ected, rwi thlohdalichgorofadgdes

Securities;

() to, or to a third party on behalf of, a Hol del
information (which may include a tax residenc
and tax redidkeemmdd y( orr tthaex resi dence of the be
holds such Preferred Securities) as it may b
reporting requirements; or

(c0 presented for payment more tdamt 31000 dalyse axXtemn
Hol der thereof would have been entitled to su
payment on the thirtieth such day;

d to, or to a third party on behalf of, individ
tax authorities determine payments made to su
tax and require a withholding to be made; or

e) to, or to a third partsydent bebapdr @atf e ean tSiptayn
aut horitiest hdeetRmariearergachaSecurities do not con
including those specified in the Reply to Con

(Direcci-n General de Tributos) dated 27 July

Notiwhstanding any other provision of the Condit
respect of the Preferred Securities by or on beh
deduction required pursuatniton oldanl @lg) e;efmetnhie d@.s®.r
Code of ACO®r( tohdher wi se i mposed pursuant to Sect

any regulations or agreements thereunder, any off
an i netrenrngeonvt a | approach theretoiFAIFCAh Wivi DhbbHddhnag
Neither the Bank nor any other person wil |l be r ¢

FATCA Withholding.

For the purposes @Reltehiasem@aDmadi, t iionrkzdpetche of any

on whi eplaymiginhst becomes due, except that, i f the
not been duly received by the Principal Paying A«
whi theg full amount of such moneys having been sc
Hol der s, notice to that effect is duly given to t
SeeTaxaftboon™a fuller descriptomsn wodl acteirntgai no ttakke

Securities.
Notices

Noti cedHotdetheof t he shradflertreedv aSleicauriift i psbl i shed

exchange ofr eMhercrhe di h®&e d ursitteidesso required, in a |
newspaper published in London (which is expected
not practicabl e, in a |l eading Engli sh Eluarmgpwrape d

(b) 1 f and fPorre fseo rleanrgeeamdrmiiitéeteesd t o trading on,
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14

15

16
16.1

16.2

17

List of the I1rish StockclEarctda ng ewe A yt ehseu alhw wnsohs e
shall be deemed thehawae eboén fgireenpaml|icati on (o0
more than one newspaper, on the first adlalt et hoen w
required newspapers).

Agent s

I n acting under the Agency Agfeemedt Seaadr i hi €®,nnt
solely as agents of the |Issuer and do not assume
trust for or with any of the Hol ders.

The initial Agents anardhleigTheheci®odaktw.epees filkd of
time to vary or terminate the appointment of any
Agent , aAgermctcaeaRdokhddi ti orPalyi oirg sandA gComtvee;r spromvi d
however, that:

(a) the bé&alér at al IPrtiinmme 9 artha iPratyainrg &gemtd and an

(» if and for so Il ong as the Preferred Securiti
by any competent authority, stock rxxshbahge
appoi ntmegentofi m ange patrtheé clud saueApglearhta | H a vwian g ti
speci fiied tolidi ppace required by such compete
guotation system.

Notice of any changien i mipeainifffiodcdesdhh s hAgeéntps ompt | y
Hol der s

Prescription

To the extent that Articl e 5d0i goof dteh eGgdpdaincei soht & o
Preferred Securities, claims relvatiidnguntt®@stshes ulhe
are duly made within three years of the relevant

Governing Law and Jurisdiction

The Preferred Seccounrtirtaicetsuadndobdnyyatrdrmns ari sing c

Preferred Secureidt ibgys samal Icomestgauwaelrnn accordance
The Bank hereby irrevocably agrees for the benefi
Spain are to have jurisdiction to settlb fBhg dis
Preferred Securities (inelondirmg tauadi sopbdtie artd loantsi |
connection with the Preferred Securities) and th
out of or in conpdctSiecnr wtthbsth dRhrfecdemhagyederrr ed
brought in such courts. The Bank irrevocably wa
hereinafter to the | aying of the venue of any Pr
the extent permitted by | aw, nothing contained
Proceedings against the Bank in any other court
Proceedings in one or momge dJfurPrsaddedediomgs pirrechuy
jurisdictions, whether concurrently or not.

Spanish Companies Law

Hol ders of the Preferred Securities:

95



17.1 wi | | not benef it from any right as a holder of
Spani saniCempLaw; and

17.2 wi | | be deemed to have irrevocably instructed th
sign or execute and deliver any documents or not
with and give effect to paragraph 17. 1.
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USE OF PROCEEDS

The prectcetds he tihesekerofedwiSdcubre tuGedsigpboer ahecorpor
pur pose
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CAPI TAL ADEQUACY

Capinreadources and capital

The f ol | dable sagsf o rdetéils of the G oup 6 s

rati os

gualifying capndt3l
December 2015. The total qualifying capital of the Group amounted at 31 December A016ltg 8 5 2
represeitn g a s ur pniilliorsover ifs mimichynmAcépéal requirement.

Year to
2016 2015 year change
(itrh ousodn dcu (percent.)
(O T o1 - | SRR 702,01 679,90t 3.2t
RESEIVES.....cco ittt 11,874,21 11,428,73 3.9C
Bonds convertible into shares.............c.ccoeevvieenn. - - -
Non-controlling interests..........ccccevvveerieesiveseeneennn. 21,49( 24,33¢ (11.71
DedUCHiONS.......cccoii it (2,265,363 (1,923,514 17.7:
CETL r€SOUICES....ucieeeiiieeeeeeiiiiiiiieeee e, 10,332,36 10,209,47 1.2C
CETL (%)t 12.C 11k
Preference shares, convertible bonds and deduct - - -
TIEr ONE FESOUICES ..uvveeiei i e e e e eeeeeeeeerieeessaeeeeeeeaaaneees 10,332,36 10,209,47 1.2C
LN I ) TR PSRRI 12.C 11k
TIEr tWO FESOUICES.....cvvniiirnieieieeeeieeeeemre e e reaanns 1,519,23 1,207,91. 25.71
TIEN 1T (Y0)eeieeee e, 1.6 14 -
Capital base........ccceeviiiiiiie e 11,851,59 11,417,38 3.8(
Minimum capital requirement...............ccccccvvvvviennnn, 6,885,59: 7,101,49 (3.04
Capital SUIPIUS......cccuviiiiiiiiiiieee e 4,965,99: 4,315,88! 15.0¢
2] R - Lo I () IR 13.¢ 12.¢ 7.0¢€
Risk weighted assets (RWA ..., 86,069,98 88,768,71 (3.04

As of 31 DecembendR CiEfTUa tpthea sBEalpk &8s i pewa.scelnd. 91

The following table sets forttietailsof the reconciliation of net equity with regulatory capital of the Group:

2016

2015

(imi | loifo nesu

EQUILY e 12,92¢ 12,27"
Valuation adjuStMENTS...........cvvieeiiiiiiieeeee e 107 45¢
NON-CoONtrolling INtErestS.........ccvviviiiiiiee e 5C 37
0] = L g T A= To (U] SO PRRR 13,08: 12,767
Goodwill and intangibles............cccuviiiiiiiiieec e (2,128 (2,989
Other adjuSIMENTS.......uuiiiiiiiiiiiee e, (623 (569
Regulatory accounting adjustments.............cccccvvvevvieeccciineieeeeeenn. (2,751 (2,558
COMMON EQUILY TIET Lu..vvivieiierieiieiieitsieses sttt evnen e 10,33: 10,20¢
Additional Tier 1 capital..........cccvvriiiiiiieecccriiieeeeee e eeeees - -
Tier 2 CaPItal..c.ccoeiieiiiiie e 1,51¢ 1,20¢
Total regulatory capital ............coocvviiiiiiiiiieecee e eeee 11,85: 11,417
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The table below sets fortd e t afitHe deverage ratio of the Group as of 31 December 2016 and 31
December 2015:

2016 2015

(itrhousdndcsur os)

=T Ao T ] - | OO 10,332,36C 10,209,470
EXPOSUIE. ...ttt eene e e 217,918,57. 210,369,669
LEeVEIage ratio......ccceuiureieeieiiee e e e e e e 4.74% 4.85%

SREP Requirements

Foll owmagtthecent SREP c arorvieehOetr6it blyetBanlECBas nbee

the ECB that it is required to mdinntcaipn tead frradm ol o.
cent. on a consoliddtedathasiod. 7TBI7S QET1 ceapgitdancl u
rati o r edRiilrlfe@4pBrdecrent . ) and the additfiPon2laxo®wn f ur
per cent .) including the <capital cemser varisnnpuff

consider-altli oh0.aks2® per cent . ).

Furthermore, based on the note publishedh®yBank of Spain or7 November2016, which designates

systemic institutions for 2017 and sets their capital buffers in line witeB#feGuidelines on criteria for the

assessment of -Slls (EBA/GL/2014/10), included in Standard 14 and Annex 1 to Bank of Spain Circular
2/2016,BancoSabadell is considered an®)l. Asaresult t he Bank wi || be required
OSIl I buffer aofend@. LADrElB8F52p7 cent. during. 2018 and

On 23 March 2017, the Bank of Spain published a note setting the countercyclical capital buffer of Spanish
creditinstitutions, which was maintained at O per cent.
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DESCRI PN OF THE | SSUER AND I TS GROUP

I ncorporation and status

Banco de SaBadeb!| SwatBhBlerddr M lksesdend its subsidiaries
Sabadel |l MCabadgel(dohr@rrdhuepd The | ssuer was incorp8Bated
in the town of Sabadell, near Barcelona for an unli
naniBanco ®abadell

The | ssuer has its registered office in the city of
Spai n) (contact tel ephone number 0034 902 323 555)
Barcelona (Spain) wunder vb3@lme 20,093, book 1 and s

The | ssuer is a Spanish company wBbhi é&égdraaamtdatiuss
governed by the L3gpvadiheh | Eemepaniiess subj ect to speci a
entities in general; the sHEBrand) oas aohitsoboédaandmp:i

oversight B8écuhiet BpanMahki€@ENM@Bommi ssion (the
Hi story and development of the | ssuer

Main Recent Acquisitions and Divestitures

The Sabadel |l Group has grown substantially since 20
have all owed the Group to expand UKaadr aphbi aalley smali
Fl orida. Bel ow iGs ompdasarrptieah atquheitions and di:
Sale of 100 per cent. of its share capital iin Sat
On 28 February 2017, Banco Sabadell has solddits fu
Bank, N. A. to I beriabank Corporation, at a price of
The agreement reached states that Il beriabank Corpo
million and the remaining difference hwilevemd pgaiad

remaining difference represents more than 4.9 per ¢
Banco Sabadell wi || receive 4.9 per cent . of t he

out standi nng cdaisfhf.erfesncae riesult of this transaction, B
approximately 0447 million.

The transaction is expected to close in the second

received fr oanttter irteigaud .at or vy

Sale of 100 per cent. of its share capital iin Dex
On 13 April 2016, Banco Sabadell transferred its fu
Sabadell, S.A. to Mex) at Ca®piitcéoacfal 055, 90 (t housan:
for Banco Sabadel/l in the same amount, under the t el

This transfer was the result of Banco SaebaidnelDe xeixae,r
hol der of the remaining share capital of the instit:

The transfer of shares by Banco Sabadel]l and their
relevant communications to d@she corresponding regul a:
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Sale of 100 per cent. of its shares in Mediterr 8r

On 22 June 2016, the Sabadell Group reached an agre
Vi da, Sociedad de SfeegguirmsuryanReea saemgdiroayi mg/lriet i r eme
has managed a portfolio with no new business since
transaction is subject to obtaining tthhee cdoartree spfond
Of feringtCiirscuwltand | pendi ng.

Sale of shares of Banco Comerci al Portugu°s, S.A.
Banco Sabadell has made a private placement of 38,5
which it is a direeseanhdngndi ©8cpehotdnrt, DéEpits sh;

The resulting sale price of the offering was of 01. .
tot al shares, without any signif8cantmili mpan} (gr o
statement and balance sheet of the Bank.

The settlement of the sale took place on 15 Decembe
payment of the agreed price to Banco Sabadelll

Purchad&KARf ceaxdct oasdeDegcember 2015)
On 7 December 2015, TSB acquired a portfolio of <c¢re

at A3,006 million which had previousUkABbERa pmainaegec
pai d, A3, O#4dnsriddrieoch,t d srefl ect the fair value of t|
public auction and the price of all factors influen
ri sk, were accounted for.

Acqui sitioniwnf GNBarSaldalmeirng (cl osed October 2015

On 1 October 2015, Banco Sabadel |l purchased 4.99 pe
cost of $50 million. The major sharehol der of the
Star mioreor &t i on, S.A.R. L., a company owned by t h
compl emented by a strategic commerci al cooperation
buyer and Gl enoaks l nvest ment s S.tAageasofset her c o min
opportunities in markets with high growth potenti al
Acquisition of TSB: Acquisition process (closed A

The European Commi ssion decl ared t hahte tUmne tfeidn akni cnigadl
Treasury to Lloydh| Bedki 2@ 06r anmp RIOO9( constituted

accordance with European regul ations. As a result,

submitted bydbmewbnthedakKbng other things, required
business unit that provided commerci al banking serv
certain conditions in order to promote competition
Thids vest ment obligation had to take place before a

extending it by the end of 28l6 kdke pgendliStBg acsn otfh & hree «

With a view to benefittdiyndeflrdomya Lb aryldisng ilni Sempd e mb
to transfer the entirety of its divested equity to
company is TSB under a new brand and openrgat.i ng as a

After analysing various divestment options with res
June 2014s, oarnddi nTaBy shares were quoted and admitted
June 2014. At tdhaat 5p0o ipnetr, clelnoty.dssthaekle i n TSB.
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|t was in the context of this need for di vest ment

Sabadel |l approved the presentation of a takeover bi
340 pmenceshar e, paid &&nshaskhol deeachlaf at&Brdance
of fering, Banco Sabadell initiallsy akagqueée redpiatpplr oxm
2015 from Ll oyds. The olmntittewe nmhade &an bisrerqauvenddlyl esel |
which it held (i.e., 50.01 per cent. stake) to Banc
The terms and conditions of the publiicd,ofvierrd nget im

the offer published and distributed to TSB sharehol

The takeover bid GvaBoamugppoftbBdr dgt drS8 and was recon

the ti me. I't was subject H5opehecarctcepohntheskfame mgr
capital, such threshold to include the shares alrec
Similarly, the acquisition of TSB was alsomsubegect
PRAf the Bank of England as well as from other supe

On 30 June 2015 the final condition precedent for f
which the Group conoildidfaIsSBas andt a@iougwiedidtijtesn | d at
as this was the date on which the public offering w

On 8 July 2015, f @sl | aowg wnigs iBtainocno oSfa bmaodrddalrt ehsa no f9 0T SBe,r
PRA approved the commencement of t he fiscqaurepe@leshodruyt a c ¢
remaining shares up to 100 per cent. of the share c¢.

On 20 August 2015, the squeezee o%uab gpdelcle d@rrccu pyvawi tcto
of ®SBhare capital

As of the date of the takeover, TSB was a bank fo
distribution share of approximately 7 perTicemtl am
Capital Ratio of 19.5 per cent. and a comfortable f
cent .

This acquisition has enabledsthaniGrongpmamwmkenht ewhit hle
to a stabkllkda nand rwglull atory framewor k, constant prof
regards future growth. The Group predicts that its
SMEs acquired on the Spanisknbahknbogf§mawiBbt awdl kf f i
strategy.

|l mportant developments have been made 6dutreicnhgn 02 ®olg6 c

platform and the project is successfully progressin
With this acquisition,a tlheapSafoardedrnd Grmuipt hast rt aatkesg
countries, which was one of -220hle6 p(itlrlaanrssf ooafmaitti o nTr ip
internationalisation). Foll owing the TSBtachoasstao
|l ocated outside Spain.

Creation of Banco Sabadel |, S. A. , Il nstituci - -n de
On 29 January 2015, Banco Sabadel |, S. A. I nstituci

t hat year inecebstsairnyedpetrbmé t s from the | ocal super
commer ci al bank. On 4 January 2016, after completin
Bancaria y de Valores (NationaRNB&rakd ngnahdn&ewut
requirements of the Bank of Mexico, it officially s
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Banco $saboaperldti ons in Mexico are currently confine:c
companies and, as from 2&i&,esprovides personal banki

The total i nvest ment maintained by the Group in thi
(057,375 thousand in 2015).

Business Overview

Banco Sabadell is the fourth | argest privatbealsyedowne
on the 2016 annual consolidated accou®t sveWhlsiidle) ar avi
tot al consol i datned asusdtosmeand ommtia iolf # Hi®AL,2b r5e hpect i v
31 December 20ddéel Ban8oAdei Satbhe parent company of
December 2016, a total of 159 companies that the Sa
32 associates.

The Group offers a wide riacrege dfnchandkinmgg dempd sfiitn a mk

personal |l oans, mor t gageer m ebnudsii mge,s ss hfa rnta nacn dn gme d inusnu r
payment transmission and credit and debi Groapdaobper
SMEs and individual clients in Spain. I'ts total n u
million (11.4 million as of 31 December 2015). As o
branches (2, 119bamkiSpgaiadti vittsi esetariéd ¢ o Gsdubcrtaendc hpr i
net wor k. Commerci al banki ngs ibsustihree spsr iamad,y & socaifs DI
tot al of 2,105 branches were mainly focused on comm
Théro®mppri mary source of Iliquidity is generated fro
access to a vartetym dbbndhongt sandcé®nign both the don
we l | as from the Htuwer ocsoylsltaetne read ai nTshte seel ifguinbdi ng prog
broad range of funding options, product s, mat ur i ti
amounted to 026,881 million as at 31 December 2016.
The Sabadell Grouphopeghtdsffaer &ptai brands. It al so
Sabadel |l Herrero (commerci al banking in Asturias and
t he Basque Country, Navarre and La Ri bpakj ng9aba
Sabadel | Solrbeamikd grftorc mowtnomer s), ActivoBank (serves
exclusively by telephone or online) and Sabadell Gal
supported by aiomarcbagnelfs.diGmnelkxbdinsg vehéeor@maeahp net v
(both fixed IlIine and mobil e) banki ng -barnadn di natnedr nreu | t
platform model i s supported by ones oifnt@paimostTla vE
Group also bel-bereapvd;cthmmihteil t snamluketi presence increase

prospective custhohmeet sl dangl at $osmabéel ows the Group t
a higb degaecuracy to best match hesdproducts and s:¢

For the years ended 31 Décemnerold®dlag eadndprodia thhed oG
provisions (calculated as opesafineg)profdi provikoossi

was 02,411 million and 02,863 million, respectivel
company was 0710 million and 0708 million, respecti:
Sabadell Strategy
Triple P20aIn6)( 2014
Follgpowa nperiod of organic growth, in order to evolyv
build up a franchise in Florida, Banco Sabadell fou
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@ problematic assets had significantly increased i

(b) proéability had been hit by the takeovers carried
(c0o assets were mainly concentrated in Spain.

I n this scenario, a new strategic plan was drawn up
The first pillar of taesfToi matei &h abod |raenvoeel Bsehdekeatr, o uintds
mod el and its production model . Transformation of

number of NPLs and foreclosed real estattemasgons. T
with customer s, Banco Sabadel]l al so deployed a new
increase productivity and efficiency, i mproving the
quality of ser vki chea sf oarl wahyisc hb etehne kBraonwn .

The second area of focus in the business plan was i
size in the past few years (growing from 1.9 billio
deci deodc utso on consolidating the domestic business an
Combined with these two major axes, the Triple Pl an
the groundwork for thesw marhkappen with entry into

I'n terms of transformation of the balance sheet, do
reduced, exceeding the objectives of -dtilgd tTrliepvled sRI| &
cent. Thpessbabl bedne to their active management, wh
Sabadel | is the bank with the most i mproved NPL r
probl ematic assets.

As for transformationiehcyhéeémprodaestabnamcoekt aaeffiF

the best in the Spanish banking sector. Optimising
net work has created synergies following the consi de.
Wiht regard to commer ci al transformati on, t he Bank
technol ogi cal capabilities with visible results and
experience (trust, s ercva rcvee ndieelnicvee)r.y , Whterma nistp acemey @
Banco Sabadell is the | efd®P&mr aoki hbe Net EMBEsmotnsr ws
corporates, having significantly improved with pers.
Profitability: ofSothd domeeti dathiuen ness with signif
mar gi n. This has baeniyes gmamlag etmeank oft @rprces (i nte
growth in market shares, whil st tad wBgsk mhast Eeptng
interest mar gi n, being the best performing bank by
position of solvency and |iquidity. Over these thre
maceoomi ¢ and industry environment that is more higt
I nternationalisation: The Triple Plan has represent
presence. As the main mil est onaensd: etnhter yacignutios itthi eo nMe
after receiving the I|licence to operate as a retail
Col ombia and Peru, with the aim of generating corpo

As of today then, ovpsr | hdpeamg cesntgenefr atbd &booad
Kingdom and 8 per cent. in America and the rest), w
per cent. foreign |l ending at the end of the Triple |
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Strategy wupdat e

Banco Babadelpresented an update of its strategy whi
focused on 2017, this being a &yetaagc honfoltorga ncsailt inoing rfe
second phase with a view to 2020.

Priorities for 2017

I 2017, the Bank wants to channel its efforts into
standal one and newly <created platform wil!/ enabl e T
production costs andsubmemaerpgritenceprohisthei ng a
competitors.

The Bank wil/l al so focus on protecting its results

protecting margins and i ncr earsiitnigsicnhgarigm edtemmdnittae nl
assets wildl also continue to be reduced.

At the same ti me, the I ssuer wild/| continue | eading

i mproving the excellent customeayexlpeem ehcewnfor whi

2020 si on

For 2020, the Bank has drawn up six strategic pill a
(Spain, the United Kingdom and Americas).

I'n relation to domestic busi nessshartehef ogt rpaetresgoyn afl o ra
customers, defending the m&r dirmndstprosngt meningg aBan d
mo rgeudmb r ket , and to transform the retail model with

The second fohdéamentpadlanaifmr the Spamirsoldulcd §ivree sass sies

val ue, reaching a normalised | evel of cost of ri sk
management of arrears and dealing with problematic
For the United Kingdom business, the Bank wildl foc
advantage of technol ogical autonomy as a | ever for
the focus on managi ng ckamsatws ,a md dl euasd enrgs hihpe iGr ot he SN
that Il ine of business in the United Kingdom.

I n terms of the Am&r iemadelbwvoiunassswi |it hdbeBarktred on
Mexico. An ambitious gheodvtfhorpltame hkaws ibreeesns essndabdadr poc
good track record for the business and sound founda
al so be |l aunched, with a digital and innovative off

Given their sei g@ridumg,ancke fohrdeéh mar kets share as s
efficient and effective management model deploying
of digital busi nesses, togethei owi wht headeéhehicm mpma
devel opnreus e ft dlnent .

Sabadel® 8ranpgds and Business Lines

The Group empdayd st rmutladgy, targeting through each
geographic segment amdshuwiiladierdg warnt ht tehogeo dwi lilt s br

in the Spanish banking sector. In 2015, the Bank wun
strengt hen #Stad addredi dneg, tvhiet hf | agshi p brmoarsd toHatt hep erpal
mar ket . Tshe maGrmupanki ng brands ar e Sabadel I, Sal

Sabadell Urquijo Banca Privada, Sabadell Sol bank, Act

105



From 1 July 2015, nt hteh eGrfooulpl oiwsi nogr gbaunsiisneeds si uni t s : B
Transformation, Banking Business in the United Kin
business in Spain includes the following klwginess
Mar kets and Private Banking.

Banking business in Spain

Commer ci al Banking

Commerci al Banking i bhei hasgeshi bé§. the HGoougpes on
and services toikedgduandemsdsimEbMEss matailndri v, dhb
private banking, pemannlatl dbdwuskeé me@d eapnids nneansds occupat
Commerci al Banking has a high degree of market spec
per somealriviece of the highest quality tailored to th
extensitvreanmulbrianch network or via other channels t
access to remote banking services.

During tmeanz0h3 fyear, the Bank unified Sabadell At | &
i mage Abael athehlel ,r ef erence brand operating in most of

Leon, served by Sabadel |l Herrero brand, t he Basqu
Sabadel |l Gui puzcoano brand, and Galndi 3als&®deleldSdlyb &Sral
priority to the needs of the segment of European re
which operates only in the Canary |Islands, the Bal e
Spainl.l yfi nfacti voBank focuses its business on cust ome
tel ephone.

During the 2016 financi al year, the Bank has worked
acquisition thanaichi pvengotheyeargetdnaf being the
establ idkirmg rledmgi onshi msuadnd yprsevivdicreg d nhiagldi ti or
|l ocatioonfbétinasessMlhasubbeari i mpl e nkeenttaeid, Baasn kwellgl od <
ManageBanta (Retail e Whbsth - endAbléesat hte eGBankementme
remotely.

The Commerci al Banking unit covers the following fo
Public¢ Sedtiori dual s; Bancassurance; and Consumer Fin
Compani es, Businesses and Public Sector

The new relations model , as wel | as an intense comm
has all owed Banwcwot cGradbra dewidrkge tthoi sk eyeegpargr ol n t hi s reg:
compani es becaie nBawn ccou s aobrmeed esl. |

According to the information available by the end o
t he ¢ odspeagmieenst has beemMmh8&GCHmpgkrtcesntake in | arge coc
cent . in terms of number of <c¢lients (according to |
having a specialized network of offilcieesvemamtss. t he
For its SME banki ng;tdtalye c@rmmmepg cpradvibdeki dgy as wel
el ectronic invoicing, project finance and ethed ser
enterprises, whochesperovcdsdcan ahrger compani es.

of fers its SME cuspomdustsithatrovcothpsi snefainaaciaty
solutions and products that are specially designed 1
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The ®&amnkdication to achieving a high standard of c
net work of 58 offices around Spain spebsiexltiogi ngf iint
operations.

The ®&anfkocus, in |lindg wiotvlet elde bg o mrhiet meoompPd raine s Co
Compromi sog Hmpmradsnass t he facilitation of an increase
clients in accordance with their corpoathepandolbusoif
its risks policy with the wusual rigour. &6Thd irreaw sr, els
deduced from the feedback received in recent survey:

I n 2016, the Group has signifi caappeyarianrcaeesa)s eadn d hteh e
soci al net wor ks and active participation in events
2016, BStartup organised and/or participated in 139
of cdPperati on agreements signed with entities that
who can prescribe the products and services of t he
0304 million betwelkavesbedes mamdadadbiadmti asrease of
previous year.

Il ndividual s
As in 2015, one of the mai s eopmeerctt i weess b eer?2 0tlds mdi rt

customer acquisition, wiutath i s peciwali choemesanonadtdt ngc t
customers and maindaponbsngi @8anae SHShbadalh bank for
objective, it was key to have a compet it ifvoec uosf foenr w
the reputation and brand i mage and be one of t he m
product innovation and creating new models of cust o
In terms of product s, it i's worwb mewtsenvhngesambng
Bawdk clients to make paateade) |VWHaddl srodK il reg pthroares a(c t
indi viBdwa,Jmsag well as the electronic signature for
initiatddwsedhaas hirgh i mprovement in terms of cust ome
Commerci al activisegmentthasi bdewmi deakbsmined on a cl
t he commerci al management focused Mot usino mekea s pr o
predominantly, transactional, funding, protection ai

Bancassurance

Commerci al Banking also includes the Bancassurance
protection product s, i nclondiangd |enfdeo winmesnur aanncde ¢ absoht
gener al i nsurance ( home, mot or, health and payment
retail outlets) and pension plans.

Consumer Finance

The @ ospbsidiary SabadeldonGounnseurmefri nsapneccei-oafh § Isep s 0 v in
finance to purchasers of cars, computer hardware, d
The Group also has a |line of personal |l oans, which |
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The tabl e rbiesleosw tshuemmaost recent performance of the C

As of and for
31 Decemb:z¢

Year t
20 20 ch an
(in million (per
Net inter.es.t..i.nc.ome......... 2, ¢ 2, 3
Gr o0ss i.nC.OMEe. e 2, ¢ 2,7 2
Operating..madt.g.i. ... 1, ¢ 1, : 6
Prteax r.e.s.Wl. b 1,1 70 6 2
Ot her key figures
Loans and adva.n.c.es..t.o..cC. 76, 77, (1
RE S 0 U .S e, 95, 94, 1.
Corporate Banking
Corporate Bam&kngeg off feredwmcts and services to | ar ge
Spain and abroad (in 16 other countries), and coV¢

Structured Finance, Trade Finance & | FI

Corporate Banking
The Corgpmkiange MBusiness, which is the mos& Comppotante

Banking unit with offices in Madrid, Barcel ona, Lo
domestic and international pi educatnsd emd es prvisess t
provides services to smaller businesses thaté belong
Corporate Banking business, as well as to individua
Banking business. T hea nGr duppn gp rf d wiadhecs nmge dirwem ei vabl e s
banking and payment services as well as financi al s
and real estate business services.

Th Slalba@reoup has figrehakddbpaediesisiosfi ng in individual

e
establishing a diretargetesmacket s, i wstbushemgoal t h
benefit from the best.pdéei mbdebanki bgsexdpeni est abl
its customers to offer comprehensive solutions tail
and service anddayexnpiedddiltee do fdfaiyce pmibbsesfcesharmodélso Kk

Structured Finance

The Structured Finance business, with offices in Ma
Mexi co and over 20 years of experiendge,y mpirfowiaches n
packamdsn,ly by participating in |l oan syndications a
of fered for project finance, based on the predicta
devel opment), corpor atree sftirnuacntcuer i (ncga p iatcaglu iisni vte sotnnse)n,t
financing of projects outside Spain, where | oans m:
private insurers.
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Trade Finance & | FI

I'n Trade Finance & | nt etrhnea thiuosnianl e sFsi nnaondcei la | r el sntsst iotnu tti
opti mal suppaocrlti ethna sc amp anhiee sr i ntoerrchianta toincan ivsiatth otnh ep
branches, subsidiaries and entities @lasdai oppataedoirm:
customers in other countri e $Baandksle gmemter cu at o maarnsa gw il
Banco Sabadell has agreements (more than 3,000 fin
ability to ensuree amaxitmmumlrlugbalusdt @mmer s .

The table below summarises the most recent perfor mal

As of and for
31 Decembc¢

Year t

20 20 chan

(in million (per
Net inter.es.t..l.nc.ome....... 16 16 (1
Gr 0ss i.nC.OMEe. e 21 19
Operating..ma.r.gi. N ... 17 16 5
Prteax r.e.s. .Ul b 9 7 26
Ot her key figures
Loans and adva.n.c.es..t.o...c. 11, 11, (2
RE S 0 U .S e 6, ¢ 6, ! 3.
Mar ket s aBan kPirngrat e
This unit offers savings and i v esutsrhenmne rma n d qnerheaurdti n!
of i nvest ment options, mar ket trading, active weal!
Private Banking Uhiowi cg mpusseaesdde, fwhich are man:
Sabadel |l Urquijo Private Banking; I nvestment Managem
Custodi an Services.
Sabadel |l Urquijo Private Banki nmgi butue i ngl Red 16h riadu ghha
advisory services and the offering of specific pri:
management portfolios or SI CAVs has all owed Sabade
banki nwt iionnsst.i tThe commerci al activity has been uneq
cust 6rmesrks profile and the adaptation of the products
Il nvest ment Managemdnti ndaes2meéftyé&andmsi sulndeaw neamoaugnrete
t14,122.1 million, 7-eddpermandesti gnabocan20¥¥5 mpear t ha
which has been 7 per cent . With this volume of ma
investment faouhg Shapree acfennhne
Treasury and Capital Mar ket s: 2016 has been a year
and those included 2®16hel Nri2Pllé, Pltdre Bamk2®Oh4 i nci
currencywsomwetrt &t icaast omer s, increasing the accumul at €
previous year, and the trading activities and oper

liquidity and the proacti veinreses tirmmdi mg mpaoamdadeome mt
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operations in curre@®@ccestamesi ngderemankdei Bahkuctio

activity, the Bank continues to identify pobmnti al
institutional clients who channel their financing a

Securities and Custodian Services: The Direction ¢
intermediation functions ofmeBlheacoofSabhdebkbhuihyi mark
processing and executing orders for securfiPriogsictrad
Manaopdr the equity transactions at Groupgl eusltodiyt

services. During 2016, the Bank has intensified its
intermediary in different kind of transactions. I n
mar ket me mb er ss,t awkiet hh na emarelsest of 11. 80 per cent ., o]

BBVA (with a market stake of 12.99 per cent.&and 12.
2016 annual accounts).

The table bel ow s ummamainscees otfh eMamoksett sr eacnedn tP rpievraftoer B a

As of and for
31 Decemb:z¢

Year t
20 20 chan
(in million (per
Net inter.es.t..i.ncome....... 4 4
Gr 0ss ©.NC.OME. e, 23 23 0.
Operating..madtr.g.i. N 12 13 (5)
Prteax r.esS.Ul. Lo 12 12 1.
Ot her key figures
Loans and adva.n.c.es..t.o...c. 93 98 (4
RE S O UL.CoB.Suiiiiiiiiiiii e 15, 16, (7
SEC ULt PSS 5, ¢ 6, ¢ (5

Asset Transformati on

The Asset Traoefmprebhensenvalny ttmampegdormheg Geappsur e
estate exposure. It also establishes and i mpl ement.
Solvia is particul apeéryf mmromiarbd ee x fadheu reex pdrsd f reqmalh hes tu
on developing the asset transformati o balranhegyshead
real estate assets in order to maxi mise their value.

I n 2016, the devel opment efsttalbéi abedt i nrpmevoomat iya

i mpl ement ed. I'ts main objective is the optimisatior
possible changes in value, or through di vesatdmert , i
2016, and for the first ti me, the number of real e ¢
number as of the beginning of that year. This is a

estate mar kmatngf oyreatrlse f ol | o

With regards to debt recovery assets in default st a
Sabadel |l has continued to proactively madhogesi agf aul
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seek

ing soludi dmgalt hpr oaegedi ngs and not carrying

evictions.

During 2016, Solvia decided to provide intermediatd.i
to individual customers anvderacadmpdaenciiessi.o n$o lwiitah htahsi s:
reinforcing its teams and resources and opening 11
The table below shows the most recent information al
As of and for
31 Decemb¢
Year t

20 20 ch an

(in million (per
Net inter.es.t..l.nc.ome....... (9 (9 (39
Gr 0ss 1.NnC.OME. e, 6 6 (2
Operating..madt.g.i. .o ... (1) (9 32
Prteax r.e.s.Ul b, (9) (8) 7
Ot her key figures
Loansadavmdhc es t.o...c.u.s.t.o.me 6, ( 8, ¢ (2)
Re®lst at e por.t.f.ol.i.q..(.g.r.Q 9, ( 9, : ( 2)
RE S O UL.CB.Suiiiiiiiiiiii e 21 30 (2)
Banking business in the United Kingdom
TSB is focused on the retail busi ness iTBEBt headUni t
approximately 5 million customer s. TSB hol ds a
of fices as of 31 December 2016 with coverage in
product s, includiwnigngpgepsodadt sa,ccmamt gages, | oans,

and insurance product s. TSB has 8,060 employees
Sabadel |l in the United KimgdemreTaB| sanlail antcoenprans es
very well defined products spectrum.

The business fimosd gagel wddhsh cthle mesnta separate set

TSB as part of the restr udtKAR ad s IbK ssiRf abHidee yad s sae ta s o fv
mortgages that were managed by the British gover nmi
process effective fiMamn7RPeeambAcqglDd&bhoBese and
Sources of financing Bnerenasel yncompt omed dépadiet s
diversification, with a I aunch of the first securit
the |l oans and advances portfolio, fohl piwahfomamsand
acquisition of UKAR mortgages, as explained previou!
The growth of resources has contributed tsa riarn cergeya sae
reflecting teemspoutgaege mbdiT8Bi on platform.

During 2J28B6esources have increased s assoamacPewmstenc e
reaching a share of 6.4 per cent. of the bank accou
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The table bel ow shows t hebamoksitn gr ebcuesnitn ei snsf oirnmaltniiotne da |

As of and for
31 Decemb:z¢

Year t

20 20 ch an

(in million (per
Net inter.es.t..i.nc.ome......... 1, «( 54 914
Gr 0s s L.NC.OME. e, 1, : 61 96
Operating..madt.g.i. ... 33 12 17¢
Prtea x r.eS.Ul. b 22 6 26
Ot her key figures
Loans and adva.n.c.es..t.o..cC. 34, 36, (4
RE S O UL Lo S 34, 35, (2
Banking business in America
Banco Ssablalrerkilng oper ati omer viinc eAmetrhisrecauvgihe eovniked efsiucl hl -
number of representative offices, subsidiaries and
from Miami, where the main branch has been | ocated
Ameri ca also includes Sabadel!]l Uni ted Bank and Sab:
Me xi c o, Venezuela and the Dominican Republic. I n 20C
York from which it marageseda fliarage i pgr tbuscfi ntebkes atnd
of fices were opened in Colombia and Peru to streng

busi ness.

I n 2016, the Bank has continued withFIliarsi dcao ntshorl a udgal
subsidiary Sabadel |l United Bank, strengthening its
for operating efficiency.

I n December 2016, Sabadel | I nternati onal Branch ac
vol ume to I ntau Private Banking, consolidating Bancoc
|l ocated in Latin America.

The table bel ow shows the most recent i nformation al

As of and fo
ende®ded8 & mbel

2016 2015 Year tc

- - change

in milli)ns (per .Qc€

Net interest i ncome 250 216 15.7
Gross i ncome 306 255 19.9
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Operating margin 141 113 25.1
Prteax result 127 92 38. 8
Ot her key figures

Lommgand advances to cu 9,26 7,37, 25. 6

Resour ces 7, 81 6, 76" 15. 5

Ot her Busi nesses

Me xi co

On 22 April 2014, Sabadelll Capital, Sociedad An-nin
M%l tiple (SOFOM), mSrthiadad IONWaaR ¢ gnaclloardpao r(ht ed shar dMe x a
100 per cent . owned by&othet Gvbupes SewbhHdelfloc Capiotna
structured financing in Mexican pesos amtdhel. Ss e cdoolrl
such as tourism, foreign trade and public administr.
of an internationalisation project for the creation
ter m.

On 29ryar0Dads, Banco Sabadel |, S. A., I nstituci-n de
during the month of August of the same year it obta
the commerci al banking a@aper azlhg, bfuslilnewisng Othhed4 cX
certification procedure of the CNBV and with the re
I nstituci-n de Banca MWW tiple officially started it
The new Banco SabadseldoripnorMdxi caon dp ecrofmopraimi es banki
services in the private banking sector.
BancSabandeodr a

BancSalWaddedrra was set up in the Principality of An
defined ar easyg: aprdi vcaotnremelr an kail banki ng. The Group ho
cent . in the bank. The rest of the share capital i
remains the only bank in Andorhal devrh, cdin ch atshias ,mag om
sizeabl e number of private Andorran ©HAmaroahal dferrosm i
competitors in th@® pargeipaluistyo.meTse abme kmerdd iuwmi dawnadl
| argeanicesnpoperating in the principality.

Branches and Distribution Channel s
The Sabadel £xtGagmuipve branch network provides the

f

Corporate Banking and Markets and Pr i viatt eh aBda n&k itngt a

2,767 branches, 2,119 branches |l ocated throughout

December 2015 and 2014, respectively) and 648 br a
continually ewalnueattwosr ki,t soplemamg new branches onl
profitabl-al @mme abasdiamn,d and <c¢cl osi ng, consolidating
and profitability. The tabl e balnadw pgdtvat@utbhamntké n

S
nc

y
or

di

Spain by brand as of 31 December 201® awadt 20EkE®.en:

acquisitions:
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Number of B

Brand 31 Decembc«

20 20
Sabadel LLAL. L. @an.t l.CO 1,°¢ 1, ¢
Sabadel. . l.CAM. o} o}
Sabadel LLHe &l e 16 17
Sabadel | GU...p.U.Z.C.O.AN.Q i, 12 13
Sabadel [.Saal.bank 10 10
Sabadel | / Ll.ay.ds..Bank. ... o} o}
Sabadel L..Ga.l . l.e.0.0 e 12 12
BancoGal.l.e.g.O e o} o}
Sabadel LU g.Ud. joO e 1 1
ACt i Va.BamKe e 2 2
Tot al  (.SPdde ) 2, 2,

Approxi mately 106 branches c¢closed during 2016 (comp
i mpl ement ati®nsofatbgyGarodpto achieve its targeted

The geographical distributi ommomofust hege omsarmnide a ud om
Spain as of 31 December 2016 and 2015, respectively,

Number of B

Autonomous Regi on 31 Decembc«

20 20
AN @ LSl B e 14 14
AT 8 0e0 M e 3 3
Principali.ty. ..ol Ast.Ur.i.aS. ... 13 14
Bal ear i.c..l.s.l.and.s .. 6 6
Basgue .CoUnt bl Y 10 10
Canary ..l.sl.and.S e 3 3
Cant ab.r B 6 6
Casdial Man.c.ha. . 2 2
Castil e..and. . L, 6 6
Catl A l0N B 6 3 67
EX T r @ MA@ 7 6
(O I T I S - T PP PP PP PP PPPPRR 1 1
Ga | 1l e 12 12
L A R B 8 8
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Number of B

Autonomous Regi on 31 Decembc«

20 20
1Y/ IF= o N S R o 20 20
Y ST O O - 1 1
[ U o - T 14 14
VI Y T S = S 1 1
Val enci an ..COMMUNL. LY. 38 38
TOt @l (oSPe@denl) e 2, 2,
I'n additi d@n,i nttheer nGrtd wm a | net work comprised a furth
(669 atsfioted81l December 2015). As of 31 December 201
branches of Sabadel | United Bank, al | of them in thi
During 2016, following the20pét hBaecoi SabhdeBlLshnansess
much effort in the digital transformation of t he Be
change in both customer relations and intetseael fy, w
for wh at have been fMMamadsachonégt @®empiChmaemge t he neces:
change.
A new client relationship model has been created, m
The confiept o heh acsh almeneerl extended. The of fice has c
operations in order to open up a wide range of poin
t he process. Thi s requires si mpl e @lr,ocweb-bbaesanaihdn a
of fices, hub & spoke and a new active management m
with the digital transfor mati on.
Nearly 42.2 per cent. ofs axdriwiec ecsu sdiogntetr @&in lay,cteds@ n g eht
made operational through digital channels and 19. 4
channel . The Group has developed a number of other
increase efrdgctrecfyol i owil nmg:

ATM&As of 31 December 2016ertvtheeGcash madhBnée&3 2el 8

remot e-boanabnATMs. lts ATM network comprises a sighn
and 92.6 peaskhewithdofawals of | ess than 0600 were m
had, as of that date, 371 mini cash machines, which
The Group has continued its efforts toofenistug e ATchsn,s
including through adjustments to the monitoring sys
the event of a |l oss of communication. Measures wer e
at all timee whtbouupseoms or del ays. | mprovements |

the most frequent types of transaction and five new

I nternetAtBatntké ngnd of 2016 more t han p3an2i7e0s ihnadd ve ndruoc
on thé& Gxmluipne banking service BS Online. The number
Online continues to grow, having increased a 19 per
transactions.
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Mobi aekiBnhge Group has experienced significant gr owt
servibabadelolsiMcei lits |l aunch in 2010. By the end of
thousand active users, an tionQr0elébse of 43 per cent . |

Direct TBrean&Grhoup received and handled over 2,673, 62!
throughout 2016, 17 per cent . more than in 2015. T
answered as a ecepoed) oaf o96cpetscent. and a respon
seconds) of 77 per cent.

E-mailln. 2016, the Group receinvaeid ,ovdedr p6ebr7 ,c0e2rbt .e nngouri e
servi cemalidwelan(sewer ed -nmsi las prreocpecirvteido)n oof 91 per cent

Onl i neThehoautghout 2016, the Group received over 117, 7
more than in 2015. Service | evel (chats answered as

Soci al.TMedGaroup maintains an active presence on soc
service touch points with customers but also to pul

mar keting campaigns, caonrdp omaahk iel en ebwasn kainndg i stesr voi ncleisn. e
had a remarkable impact on soci al net wor ks. During
reaching 301,496 followers on soci al medi aof( Tl tter

December 2016 (200, 000 as of 31 December 2015) .
commi t ment to these channels as a way to communicat

Maj or Shareholders and Share Capital

As of 31 December ®0il$§sueBhnsbarSabadeil i al of u702, (
5,616, 151,196 shares of a single series and class,

no | imits on the thrsdmmgfeesr aHiolwietvyd 8g fo Atr LeaovB &K 2® 14 r ¢
clearance be obtained from the ECB for any proposed
per cent. of its share capital, orewhenl eeabt-hi mgece
making authority, formerly attributed to the Bank
RegulMd.i oh024/2013. Further more, the acquisition or
result oferwhindlhmgtehefp voting rights belopgrngrenbd. t he
when reaching or falling bel olwmewelrt amwmstt hbb e srhotl idfsi ed

The following table settso ftohe hBdarmle d¢ ord oe mait nde nt lae ao
shares by majobaséareholtdher scurremts Hfabecemlpdrt a2 0k
composed of 5,616,151, 196 shares.

Numbe Numbe
direct i n dci % of
Name of Sharehol der rig voting voting
Bl ackRa.cko,...l.n.Co 0 208. 3.
Wi nt hrop Sec.ur.i.t.i.es..Li.m 0 192. 3.
Nu mb e
Name of indirect Shi Name of direct Sh wvoting
Bl ack Ra.ck.,..l.nc......... Seveulmdi &iRlrd celsr m¢ 208.
Wi nt hhrop Sec.utr.i.ti.ees.. Fintech | nvest men 192.
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Agreement Among Sharehol der s

I'n accordance wi tSlpaAi sihc |Goamp 3t thiee §Batntke i s required
s har e baod rdecerasiefne st i ng its shares.

Based on information provided t o t he Bank by s ha
shar ebaod dea ment dated 27 July 2006 to which are pal
B-sser Rovira, Jos®EOImay, Cdes®, Whs @&lglaAbdirca rBoaani Jo

Rusi Tol Corach8dn.grTeheinme ngharceomaladenrss amongst ot her t
the anfeomté oned individuals not to saelilp, otfr atnhsefierr ,r eas
shares in the Bank or their related rights, wi t hot
sharehol ders over the shares to be transferred. Th
tacitly mnddewgemsibp®eri ods. As of 31 Decenamern o2@d6,
shar e baogrdecernsent col l ectively held a 2.26 per cent. s

Treasury Stock

As of 31 December 20116, 9%0hle, 6B6a6n ko fh oiltdss sdhiarreecst | ays 5t r e «
1.061 per cent. of the total share capital

Directors and Management

Composition of the Board

The Board of Directors of Banco Sabadell i srcurrent
each member of its Board of Direc2C,r 9BQO0 st edabadeol
(Barcelona) , Spain.

The following table s@tfkcefiong hChescobimed hef dtahe mdé mh
of Directoent pbheitiemus in the Board and their pri
bel onging to the Group or at entities with the sam
corporate object of the Group.

Position in the

Company
Current position in the Company belonging to the belonging to the
Name of the Director Board Group Group
José Oliu Creus Chairman BanSabadell Holding, S.L., Chairman
Sociedad Unipersonal
José Javier Echenique Deputy-Chairman o] o]
Landiribar
JaimeGuardiola Romojaro CEO SabCapital, S.A.C.V., Chairman
SOFOM, E.R.
Banco Sabadell, S.A. [.B.M. Chairman
(Mexico)
Aurora Cata Sala Director o) 0
Joaquin FolchRusifiol Director o} o}
Corachan
M. Teresa GarcidMila Director 0
Lloveras
José Manuel Lara Garcia Director o] o)
Joan Llonch Andreu Director BancSabadel |l Director
S.A.
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Current position in the

Company belonging to the

Position in the
Company
belonging to the

Name of the Director Board Group Group
BanSabadell Holding, S.L.U. Director
Sociedad de Cartera del Vice-Chairman
Vallés, S.I.C.A.V., S.A.

David Martinez Guzmat Director 3 3

José Manuel Martinez Director o} o}

Martinez

José Ramoén Martinez Director o}

Sufrategui

José Luis Negro Rodriguez Director BanSabadell Financiacion, Chairman
E.F.C, S.A
BanSabadell Holding, S.L.U. Director
SociedadRectora de la Bolsa Director
de Valores de Barcelona

David Vegara Figueras Director o} o}

Manuel Valls Morat6 Director o} o}

Miguel Roca | Junyent Nonrvoting Secretary o} o}

Maria José Garcia Beato Nonvoting Deputy BanSabadell Holding3.L.U. Deputy-Secretary

Secretary of the Board of
Directors

Emisores Espafioles

Representative of a

director (legal
entity)

Sabadell United Bank, Director

National Association
Note:
(1) Proprietary director representing the company Fintech Investant
Corporate Governance
The ®amBkard of fBoaldaorismgltdément ed a defined and t
regulations for corporate governance, which i s c¢omg
standardsdatAes &fF f & thies g @il 1 ¢ Bloaarr d member £ xetdt oue C
director s, including nine independent directors. Th
commi ttees, in compliance with best practices.
The compfostitedsoen coommi ttees as of the date hereof s
for each member of the committees | isted bel ow who
Sena, 12, Parque de Acti viPdCadeasl 7B¢ o rs-amitc aCsu g@an d%d n't
Spai n.
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Audit and

Executive Control Appointments Remuneration Risk Control
Position Committee Committee Committee Committee Committee
Chairman José Oliu Creus M. Teresa Aurora Cata Sala Aurora Cata Sala David Vegara
Garcia Mila Figueras
Lloveras
Member José Javier Joan Llonch Joaquin Folch Joaquin Folch M. Teresa
Echenique Andreu Rusifiol Corachan Rusifiol Corachan Garcia Mila
Landiribar Lloveras
Member Jaime Guardiola José Ramoén Joan Llonch Andreu M. Teresa Garcia Joan Llonch
Romojaro Martinez Mila Lloveras Andreu
Sufrategui
Member José Manuel 5]
Martinez
Martinez
Member José Luis Negro o] 0 o]
Rodriguez
Secretary Maria José Garcia Miquel Roca i Miquel Roca i Maria José Garcia 5]
Beatd? Junyen® Junyen) Beatd"
Number of
meetings held in
2015 36 7 12 11 9
Note:
(1) Non-director
Executive Committee
The -tdohyy manademenret Bank is carried out by members
executive officers. The Executive Commidteeecst
management , adapting to this end afnyt respdwdrn D nNwe @tne
the Board of Directors. Decisions adopted by
Audit and Control Commi ttee
The purpose of the Audit and Control diotmmbDenpart mentt
verify that good banking and accounti pract.
as to ensure that gener al management and other
i mproper cooadscbyopepsansi in the organisation.
measures, policies and strategies defined by
Appointments Committee
The Appointments Committee is réanmgorndieblper offarl ,esamdr
judged most suitable for membership of the fferen
(ii) ensuring compliance with the qualitative
propbésal $he appointment and di scharge of seni
the basic condi ions of the contracts of the execut
Remuneration Committee
The Remuneration Committee is responsible for,
remuneration policy of the board members, and

policy;

(iii)
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remunerati on; and (v) ensuring that any potenti al
external consultants.

Ri sk Control Commi ttee

The Risk Committ eie) issupeerswiosnisngolteh ef oirmpl(ementati on |
(ii) determining and making recommendations to the
estate market, as wel/l as criterias;andi ivio)l umepo ratpipn
Board on the development of its tasks, in accordanc
| egal or statutory requirements; (iv) making quarte
imestments carried out and on the evolution of such
the Groauwmpcome caused by fluctuations in interest rat
Boar d; (v) monitorbmagacahmed ddgt etchda ngpmamoyved tol eran

activation of the corresponding contingency pl ans
Remuneration CommitteedRemuwbeahieont ReogmpRBawiEes coh
risk, capital and |liquidity | evels.

Shareholding Stakes held by the Board of Director

The table bel ow shows, as of 31 December 2016, t he
in the sharenikalpeltdl bopft tdhemdBmabers of the Board of
ot her persons or through controlled | egal entities.
Through
other financial
Name of Indirect Holder Direct Indirect instruments Total Stake

(% of Voting Rights)

JoséOliu Creush.........coeeevieecieivieeen. 0.05% 0.061% 0.008% 0.11%
José Javier Echenique Landiribar.......... 0.002% o} o} 0.002%
Jaime Guardiola Romojdfb..................... 0.011% 0.005% 0.00™% 0.02%%
Aurora Catd Sala.........cccceeevvnieeeiieennnn, o} o} o} o}
Joaquin FolctRusifiol Corachdd............. o} 0.22¢% 8 0.22¢%
M. Teresa Garciila Lloveras............... 0.00% o} o} 0.001%
José Manuel Lara Garcia.............c....... o} o} o} o}
Joan Llonch Andreu.........c.coveeeeiiiinieneens, 0.02¢% o} o} 0.02(%
David Martinez Guzmafi...............c........ 0 0 o) o)
José Manuel Martinez Martinez............. 0.001% o} o} 0.001%
José RamoMartinez Sufrategfd............. 0.03% 0.01%% o} 0.047%
José Luis Negro Rodriguez.................... 0.04% o} 0.00% 0.047%
Manuel Valls MoratQ..............cceeeevinnene o} o} o} o}
David Vegara Figueras............cccceeennee. 0.002% o} o} 0.002%
TOtAL oo 0.172% 0.30%% 0.01% 0.49¢%
Note:

(1) Through PortAvinyon, S.L.
(2) Through Indiriadin World, S.L.
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(3) Through Luvat XXI, S.L.U.

(4) David Martinez was appointed as a Board Member representing Fintech Investments, Ltd., who holds a direct sBakioft!
3.422 per cent. as of 13 February 2017

(5) Through his spuse.

Conflicts of Interest

Banco Sabadel]l believes that no conflicts of i ntere
seni or management and their private interests or ot/
Legal and Other Proceedings

The nature ooff tBmemclbu SSiarheagds | | causes the Bank to be
proceedings from time to time. As of 31 December 20
and proceedings arising from t madpol edigmar wdoosess ah
consider that the outcome of such | awsuits and proc
year s i n wshetcthl eedh.ey ar e

Al ternative Performance Measures

I'n addition to the nfeidn airdd iftelriisn gof raeiprearteldani nc oamd @or d an
EU FRS, certain AlterndARNMPRrRerifncrl madreade | Me a shwer 290 1(6
annual accounts which ar®©fifecongoCaredl!| by reference

The APBIsasa defined by the Guidelines on Alternative
Securities and Markets Authority AESMA3IGuladthie®4d5 (
ESMA Guidelines define APMs ae #fai famainal apemeasma®rc
situation or of cash fl ows, except for a financial
reporting framewor k.

The | ssuer uses <certain APMs, whi ch havge aobetbteeern
understandi ngssofi hapcic®lamp@alphdeéel bnconsiders that t
useful information for investors, securities analys
the G&r dwpi nepo,siftimaancipalofitability, results of ope

amount of equity per share and their progression oV

These measures should be considered additional info
information pr elpRRRur tulhnedkemmortehe tthdse measures can,
their cal cul ati on, di ffer from other similar measur

comparabl e.
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MARKET | NFORMATI ON

The mardy SHBamdesaba@ire!| | i sted on t he oSfidachiBsar,ctl onlka E>»
Bil amd Val evihdicdh are regul ated markets for AStAdBBe pur po

The Spanish securities market for equity securities
Condition®Aut amat eedheQuo ta@8).ofrhe SYAQtSem i(nks the four

Exchanges, providing itthlhhsa wseicuoi mi esnt i steus omarn ke
the differences aniohneg Sphaen ilsohc asle ceuxrcihtainegse smar ket s ar e

AQS

The AQS was founded in 2 November 1995, s whstaist ut i
Sistema de | nt,erwhinelxilmad Bueg sl hiedn ppliancea psail n cfee alt U8 *.
t he cosemgutmat thh adnaf foefrder s atp ltahceeBEreeinihe omdnepr | aestsesdo o n

as a mat olicuglsen ddedei fnri ed or cancellhlee dacuntviilt yc corip Itehtei
be continuously monitoMée KWYSi nve Vtpeerrsat and amdo k eergsu
Bol sasfiSo8i Ada¢( 0dasc oBplasnapnsed by 1+t etshadpnamant he Spanish
ExchaAlbkestrades on the AQS must be placed through a
that i s anmedBfpamhesfh Steck Exchange

I n aopperneg ng session haemdMafdr o &t:ir3a@)i the a &dlalyQ an open
establ i sheequsfeayure daghtraded on-titme AQSt baseidn owhiach

pl a,cemdodiddrdelolfredio mpl. Rd reidn g -otpheinsi npgr esessi on, the sys
di splays the price caotmpwikeitetdr @adideg sMaesvikeelt d qplab ¢ g icn p an
receive information relating to the auactt itohne pcruircree n(t

and of flefr gpmrizecanomont pbeé,cdteheriméesaedbi dt taenidr orf & ®£p e optr
assoctiraatdeodh g mels sa@d ® s eTch ei msutcgadon termi nates with a r
in whichcathiaor tdWHhH®sl ptheeall ocation process has f
modi fied dm ecaxreeltli ed.al cirzdmisodiinmesy tecdir adliere® nt
AQS) saumnmbdj ect nobi cperi bo t he eE€NBMY| sEoncimagadcstdabl i sh a
di sregéeredirreg erence pricég (ctlloesimrge wpiraws)t, r aditreg dade
orders with respect to the reference price or modi f

The computerissedénowmgpemg tskeestsri on, range from 9.00 a.
AQS sets out two ranges ot paniegs amioc oedeh $s$ecumoint
volatility of the trading psreiscschonftraa@dcmgsecurciet y.f
per mi tftleuc tifp@at e a rmaxlifedudnt smwmge of the reference pri
from the closing auction of the i mmediately precedi
auctiinon he current trading session), provided that
permitted to vary i-maldikegdadmiamdge awimaki masnpesot to t he
i mmedi ately precedimigt ft,r adiier ioffg tthlee starmedisnegc usessi on
ask orders for a security within the 8sonadpauntde/roirs ed
fidynamanges, trading on the security oirs veodtaamdtiitcyalal
is held where a new rifst @b eiogea apniainicgee si swiddt ,apgprind tohre
referentheépmdad ynamiamges appl spebdeduro tggacahr e set
reviewed periodicalHFrydorb3p0mS @ Spsegdvbadd rd ek nBoawmsegass. t he c |
a uctoirodne, r sp lcaame dbief i ed orne athrcedé ®dcamulte compl et ed

Bet we a8Pman&l 0PN Madr i)d ttirnmedes may occur outside the
without prior authorisation of hSoovwe vweedra ddaddses dBodslesttasd (d
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Bol sas) , at a price within the rangeeofini pkoboscegtp

the day and 5 per cent. bel ow the | owe(rit)odr ¢ har eaveo
outstanding bids or offers, impgymealidenigvet ms oh- the py
syst esmciniag@dna mong roetqludrm, e méhret s rade involves more tha
20 per cent. of the averrealgeev adnatliul sye otgrratdhien gp rveocl eudnen go f

Thesofasfystemdes must alusaol roerldaetres tfor oinm dtihvei sihrabieé per s
reported to Soci8 G Mddr Bdl s asmebefor e

Tades may attalee(ypitda bmet he pri or aut hornidé aamingn pofi c8o0 ¢ if ¢

I the trade involves more than 01.5 million and m
vol umer olf et amtd usreicnugr itthheespr eceding three mont hs;

i the traesfaitdimona meo§é&r orr efsptormoctthexr gmrgoampani es ;

1 the transaction is executed for the purpose of
contracts; or
1 for any other reason which justifies tShoeciaeudtahdorr i

de Bol sas.

I nf or maht iroens pweictt t o t he compataenrsi bl Mo daideé st bmeé Wwe e s
public i mmediately, awdsfyisntfeomdmas iiosn rwa pgdr treeds ptectt he
the end of the tradi ngExdalyarmga Q@fufBibdisdhle dGalre Wibet i (58 0
on the computer system by the beginning of the next

Clearg, Settlement and Book Entry System

The Spani,shsectltelaermenngs yan eé mbdhal ddrtemy a &t £2adnldy Raodyaaplt e c
Decree 878/ 201R,alofDe@crtealoer8 728,/ 2015, de 2 de octubre
registro de valores negociables representados medi a
0s depositarabereaesnyrdled ade ewnti dades de contrapa

transparencia de | os emisores de valores phdmdtites
provisions set forth in Regulation &EW&) oNot BEOEOLAQML
July 20tg@r osvweircnugr i ti es settl ement in the European Uni
amendi ng Directives 98/ 26/ EC and 2014/ 65/ EU and F
i mpl ement ati onr arsactiisonrsefowmarnri ed out on the AQS c
centr al securi airelse adreepdo shy oBWME &heari ng, ACEBA.. , as
Il nvestors are urged to contact adshseiibrl ea gteon t maokre ctuhset o
necessary for registeritngns¢ aletesbares in their name
|l berah8MECI eari ng, S. A., are ownhed by Bolsas y Mer
Mercados y Sistemas Hidnianngc iceornopsa n yS .whhp,e ha iaréissor. ehdot! hdosn
each of the Spanish official secondary mar ket s.

Shares of | isted Spanish companies are represented
l evel registry: ttheeo kk eeempti rnyg rod g itshtee rc ecnarrrad s ponds t o
detail records correspond to the participating enti:
Access to become a participating entity is restri
c ompawh iecsta ud hmhetro zreedhder custody and administration @
of Spain, (iv) the Gener al Admi ni stration and the G
centr al securitiesadéepgsicboniespanti esenaandl (oié oth

entitiexsprwehsesnhpri zed t o become a participating entit

123



The central registry managed by |Idbeochtearwhiedh ewit sl
bal ancesardfi oginptedptriioemsr i et ary accounts; -parit)y oancec ooun tsse

wi |1 show the overall balances that the participatd.
opened in the name of the owner, either individual
financi al intermediaries which use the optional pr o
turn, mai nt ai nosf tthhee doewtneeirls roefc osrudkcsh s har es.

Accortdoi tghe above, Spanish | aw considers the owner o

1 the participating entity appearing in the records of Iberclear as holding the relevant shares in its
own name.

1 the investor appearing in the recoadshe participating entity as holding the shares; or

1 the investor appearing in the records of Iberclear as holding shares in a segregated individual
account.

BME Clearing is the CCP in charge of thecbthageisng

BME Clearing interposes itself on its own account a
cal cul ateengletl he plotsyits onBevpartici pants designated in
CCP gekeenages to | berclear the relevant settl ement

The sett !l eneennttr yanrae glilsattrfaotrino managedp éryatliebserwcnd cearr , t W
name of ARCO, receives the settl ement i nstlrewatnitons
participating entities involved in each transaction
any transactions must be settled within two busines:c
compl et ed.

Obtainingo |elgariedg idfl eatcompany |l isted on the Spanis
of a S9pfdrsiddodelk br oldera,l ebr wkerot her entity authorized
transdtear edsb evitdehaeed, t #se rtehgeu eossvinetrhe rel evant par

i ssue a |l egitdemti foincacko)tddlifcatyieeé (mwnernis a partic
holding shares in a segregatedyei mdi vtihdeu ail s saucacnocuent g f
regarding the shares held in their name.
Euroclear and Clearstream, Luxembourg

Shares deposited withBadnekposS$S.tA.r/iN.sV.f orasE uopoecrl aetaor

(FEur o@laenadr Cl eBasgrer8mci et,® LAxenibloa a gdtarnedancr edi t ed

the respective securities clearance account of pur
Eurocl ear or Clearstream wil|l be held iimgadcsaer doafnc
Euroclear and Clearstream, the operating procedures
the Managemani oRs of Clearstream and thasiasmendedi o
from time taepiSiudgllelca t o compliance with such regul
on whose behalf accounts at Euroclear or Clearstrea
i nvedsbakl have the right to treecteheenudrmlzernuontbes harf
their ,acwcpaumtcsompl i ance with the foregoing regul atio

With respect to the shares that are deposited with
benitially recorded in the name of Euroclear or one
its nominees, alshetrteeaf tease mayedttors may withdraw s
accounts i f they wislhftoheoapéss apibhegp dlpedsnanvd e i f an
relevant r eceerndirnyg riengitshter ibeosokk e piadyod ber medmber s of
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der Spanish | aw, only the holder of tsheenstharlesd a
ceive dividends and other @mpti vieutaina@nsotdard tro géi
ch &haoedreart ssmromCinearrs tirtessmiqglmirrcrsepeetti el ypopl e r e
| der oft htate askardeposi ted with the depositories fo
vestors exercise their rreicgohrtds tthoeiwi tohwdnrearws hs ypc hr i gl

ekntry r ebcyortdhse kneepmiber s of | berclear.

sh dividends or cash distributions, as wel | as st
spect of the shares that are deposited with the d
e cash accowntbe hmdifntodi ntehde i nvestors at Eurocl ea
ter doefduapploincabl e withholding taxes, in accorda

ocedures of Eur 8effaradt and Cl earstream.

ch of Euroclear and Clearstream wil/ endeavour to
comeabdfvaceing the shares r@aoridedaimdni Mlkeesnainmesam
mi haeneds requiringkaaoat iboynE atoda elodf o rEsu.r oc |l ear and Cl ea
scretion, ttehkedl ad U c hd eceamt iagprpreospri ate i n order to as
ting rights iB8Bucbspettoof mlpmcehoifedmstirucdad ompt f
ecute or to arrange for the execution of proxies,
the Bankor @&niédintts sagbéiyt Eurocl ear or its snoonfi nees
ting rights in accordance with the instructions pl

the Bank offers or Cc@amnusiess tmoddied leoe & resrtiertdesatnm o rRium e ¢
ting in asheriegcocrad alcdltdyer s soft ethewshhrebhetthaposaireo

d Clearstream, respectivel vy, any rights to subsecr
Euroclear and Clearstream wil/|l endeavourofto inf.
ich it has notice in accordance with the Surcdhvi si ol
ght s wi || be exercised, insofar as practicabl e

structions r ecoedlvtedr nfauc v el iygbds$ somsayy be sol d and,
oceeds wil/l be credited to the cash account ma i

earstream.
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DESCRI PTI ON OF THE SHARE CAPI TAL

Theol | owi ngproddesnmd roy mati on coécesrhnairneg ctahpei tlad s uaenrd
certain prigwidiacmaantof t ebt@utod sosial@sandd Spanishycbrpovate lay, the
Spanish Companidsaw, Spanish_aw 3/2009 on Structural Amendments of PrivE@empaniesl(ey 3/2009,

de 3 de abril, sobre modificaciones estructurales de las sociedades mergatitiéeSpanish Securities
Market Law approved by the Royal Legislative Decree 4/2015, of 23 October (texto refundido de la Ley de
Mercado de Valores apvado por el Real Decreto Legislativo 4/2015, de 23 de octubre) as amended (the
fiSpanish Securities Market Law) )and Royal Decree 878/2015 on clearing, settlement and registry of
negotiable securities in boaantry form, and transparency requirements feuéss of securities admitted to
trading on an official secondary mark&efal Decreto 878/2015, sobre compensacion, liquidacién y registro

de valores negociables representados mediante anotaciones en cuenta, sobre el régimen juridico de los

depositarios cetrales de valores y de las entidades de contrapartida central y sobre requisitos de
transparencia de los emisores de valores admitidos a negociacién en un mercado secundajio oficial

At the date of thi©O f f e Circufag the issued share capital ofthe suer is 0702, 018, 899.5

single series and c¢class of 5,616,151, 196 shares,
subscribed and paid up (th®rdinary Shareso). All of the Ordinary Shares have equal voting and economic
rights. Residents and neresidents of Spain may hold and vote shares of the Issuer subject to the restrictions
setforth below.

As of the date of this Offering Circular, thesghe following outstanding issuanoé convertible instruments
made byBancoSabadell

On 30 September 201BancoSabadell agreed to take part in the management of the subordinated debt and
preference shares of Banco Gallego, S.A. within the resolution plan for NCG Banco Gallego.

Banco Sabadell offered investors the alternatofesubscribing new Banco Sabadell mandatory convertible

w

subordinated bondE2013Bon®de)y i @s $eéd il\2013 Bondsi)0,1 3d  @iendi n

on the type of Banco Gallego securities in their possession. Applications were received %dr,480,9
111/2013 Bonds and 70,720,450 1V/2013 Bonds.

The nominal values at which they were issued and the nominal outstanding balance of mandatory convertible

subordinated bonds are as follows:

Mandatory convertible bonds Opening nominal balance OQut stagdnomin

20 20

(in thous:e

Bonds 1 11/2013 50, - 43,
Bonds | V/ 2013 70, 17, 35,

111/2013 Bonds matured on 28 October 2016. The 1V/2013 Bonds mature on 28 October 2017, and 25% of the
initial nominal value must be converted annually. The annual nominal interest rate corresponding to the
111/2013 and 1V/2013 bonds is 5%.
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Historical price of the Ordinary Shares

The followingt a Isdtsdorth the price of tHesuets Ordinary Shares for the years 2015 266 and for the
period from January 2017 to Mar2017:

Minimum Maximum Final
March 2017 al1.29t¢ 1. 74: a1.71
December 2016 Gl.06¢ ul. 81 ual. 32
September 2016 Gl1.06°¢ ua1.81 a1. 14
June 2016 ual1.08¢ G1.81¢C al1.17
March 2016 al1.37¢ 1. 77¢ ual1.58
December 2015 G41.577 G$2.49¢ al.63
September 2015 al1.57: uz2.49¢ ual.64
June 2015 G42.05¢ G$2.49¢ a2.16
March 2015 2. 05¢ 2. 49¢ un2.27

Major Shareholders

At the date of h @ffering Circular, the Issuer's direct and indirect significant shareholders are the following:

Denomination % of voting rights linked to the % of voting rights linked % of total voting
shares to financial instruments rights
% % % %
Total Direct Indirect
BLACKROCK INC 3.000 0.000 3.000 0.998 3.998
WINTHROP SECURITIES  4.941 0.000 4.941 4.941
LIMITED

Information r e g a rsiynifinagt shareholders of the Issuer can be found on the CNMV's website
(www.cnmv.e}.

BancoSabadell'sna | shareholders do not have voting rights which are different from those held by the rest
of its shareholders.

The Issuer does not know the existence of any natural or legal person which exercises or can exercise control
over the Bank in terms of Article 5 of tf&panish Securities Market Law.

Form and Transfer

The shares r ie bookentry form and are indivisible. Joint holders must nhominate one person to exercise
their shareholders' rights, though joint holders are iatid severally liable via-vis the Issuer for all
obligations arising from their status as shareholders. Iberclear, which manages the clearance and settlement
system of the Spanish Stock Exchanges, maintains the central registry of shares refleetau fof its
participating entities gntidades participantg¢sthe number of shares held by such entities for their own
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account, as well as the amount of such shares held on behalf of their customers. Each participating entity in
turn maintains a detailed gister of the owners of such shares. The shares must be entered in the
corresponding register in the name of thespe or persons that own them.

As a general rule, transfers of shares quoted on a Spanish Stock Exchange must be made through or with the
paticipation of a member of a Spanish Stock Exchange that is an authorised broker or dealer by recording
these transfers in the boektry registry maintained by Iberclear and its participating entities. The transfer of
shares may be subject to certain fard expenses.

Dividend and Liquidation Rights

Holders of thdssueb ©rdinary Shares have the right to participate in distributions ofitseedb s pr of i t s a
proceeds from & i q u i, pr@portiomalty to their paidip share capital. However, therenis right to receive
a minimum dividend.

Payment of dividends is proposed by the Board of Directors and must be authorized Ilsgutite s
sharehol ders at a gener al Ordinarg Shards pdrtidigate sSnésucimaividéndsn g . H «
from the date agreed by a genexah a r e Broektidge Additionally, interim dividendslividendo a cuenja

may also be distributed among shareholders directly upon approval by the Board of Directors provided that:

(i) there is sufficient liquidity to pay the interim dividend; and (ii) the amount distributed does not exceed the
amount resulting from deducting from the earnings booked since the end of the previous year, the sum of
previous year s laorskseeds ,f otrh et haemoluengtasl eoarr mbyl aws 6 r es e
the aforesaid earnings. The Spanish Compdra@srequires each company to allocate at least fp6rCcent.

of its net income each year to a legal reserve until the balance of suste isssguivalent to at least 2(oér

centof such companyo6s issued share capital. A company
sharehol ders =except upon such company©o6s l'iqguidatio
Commecial Code of 22 August 1885, as amended (@Bpanish Commercial Codé), the right to a

dividend lapses and reverts to the Issuer if it is not claimed within five years after it becomes due.

With regard to the tadmplicationsd e r ifremedidvidendspaidby the IssuerSee Taxatiori'.

The following table sets forth the dividends distributed by the Issuer for the years 2015, 2016 and 2017:

Year Type Ex-dividend day Gross amount per Net amount per
Ordinary Share (euro) Ordinary Share (euro)

2017

7 April Supplementary 5 April 2017 0.030 0.0243

2017 remuneration 2016

2016

30 Interim dividend 28 December 2016 0.020 0.0162

December

2016

22 April Scr i p dSahadet ¢ 5 April 2016 0.048 0.0389

2016 Dividendo Flexible

14 April Supplementary 7 April 2016 0.02¢ 0.020

2016 remuneration 2015

2015

22 June Scr i p dSabadel ¢ 2 June 2015 0.03¢ 0.0312

2015 Dividendo Flexible

15 June Supplementary 6 June 2015 0.01¢ 0.010

2015 remuneration 2014

t Amount at which Banc&abadell acquired the rights to free assignment. Delivery proportion: 1 share foB&gbiyres.

Distribution in kind of part of the issue premium through the delivery of shares heldhistwer y st oc k. Ref erence v
Delivery proportion: 1isare for every83.25 shares.
Amount at which Banco Sabadell acquired the rights to free assignment. Delivery prodostiare for every 59 shares.

2
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4 Distribution in kind of part of the issue premium through the delivery of shares held in treasury stock. Reference3a8&:

Delivery pioportion: 1 share for eve33388 shares
Attendance and Voting at General Shareholders' Meetings

Each (1 tisal walie ohtbe share capital of the Issuer (equivalent to 1,000 shares) entitles the
sharehol der to attend the General Sharehol der s’ Me ¢
Meeting Regulations, shareholders that amount less than thienumh amount may group together to

constitute the minimum and grant proxy to any of them, or to another shareholder that is entitled to attend the

|l ssuer 6s Gener al Sharehol dersé Meeting. Shares may
at the bottom or on the back of the attendance darjefa de admisié); which must contain or battached

to the Agenda. Proxies must be signed by the sharehqiderp vi ded t hat the shareho
authenticated or is recognizbg thelssuer The shareholder may give express instructions regardingptas

for each item on thegenda. In the absence of express instructitiesproxy shall be entitled to vote as he

sees fit, except in the eventadnflict of interest.

Each 1,00Gharesoftht s suer 6s share capital entitle the shareh
Pursuant to the | ssuerds byl aws, the I ssuero6s Gene
Companied.aw, ordinary annual gener al shar e haxdnbrethsefd6 meet |
each financi al year on a date fixed by the Board of
may be callecby the Board of Directors whenever it deems appropriate, or at the request of shareholders
representing at least 3f@er centof t he | ssuero6s issued share capital
gener al sharehol dersdéd meetings wild.l be puwblétihnshed i
Oficial del Registro Mercaniilor in one of the main newspapers @af, on our corporate website and on

the website of CNMV, at |l east one monthés prior t o

discussed in the following paragraph.

The interval between the first and second calls for a General Shareholdetsidvmust be at least 24 hours.

The notice must include the date and place of the first call, the agenda of the meeting, the date on which
shareholders need to be registered as such in order to attend and vote at the meeting, the place and form in
which information related to the proposed resolutions can be obtained by the shareholders, the webpage
where such information will be available, and clear instructions on how shareholders can attend and vote in
the General Shareholders' Meeting. It may als@ $te date on which, if applicable, the meeting is to be held

on the second call.

Shareholders representing at least 30 centof the share capital of the Issuer have the right to request the
publication of an amended notice including one or more iaddit agenda items to the Ordinary General
Shareholders' Meeting and to add new resolution proposals to the agenda of any General Shareholders'
Meeting, within the first five days following the publication of the agenda.

At Ordinary General Shareholdersebtings, shareholders are asked to approve the financial statements for
the previous fiscal year, the management and the application of the profit or loss attributable to the Issuer. All
other matters that can be decided by a General Shareholders' Meatiriie addressed at either Ordinary or
Extraordinary General Shareholders' Meetings. Shareholders can vote on these matters at an Ordinary General
Shareholders' Meeting if such items are included on the meeting's agenda-laiws by the Issuer provide

that, in order to facilitate the shareholders' attendance to the meetings, shareholders shall be provided with
attendance ards. Attendancecards can be obtained at any time up to five days before a given General
Shareholders' Meeting.t##ndancecardsshal show the number of votes to whitlhe shareholder is entitled

on the basis of one vote for every thousand (1,000) shares

Thelssuebs byl aws provide that, on the first cal l of
meeting, attendance in p@n or by proxy of shareholders representing at leastpgds.@ent.of the lssueb s
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voting capital will constitute a quorum. If the meeting is not quorate on the first call, the meeting can be
reconvened in second call (provided the meeting notice indlbdéh first and second call), which according

to the Spanish Companiéaw requires no quorum. However, according toldsied s byl aws , a res
in a gener al s ht@ isseehaorvettible bodds orebents timag constitute a share of group
earnings, reduce dncrease the share capital, change the legal form ofstheer merge or demerge the

Issueror, generally, make any amendment to bwaws requires attendance in person or by proxy of
shareholders representing at least J#&0centof thelssuebs voti ng capital on first
person or by proxy of shareholders representing at leasp2bgentof thelssuebs voti ng capital
call. In the case of attendance in person or by proxy of sharebokfmesenting more than 5@ér cent.of

thelssuebs voting capital, an absolute majority shall
second call, and in the event that less than petentof thelssuebs v ot i ng capanbrdy att en
proxy, such resolutions may only be passed upon the vote of shareholders represenrtmgisval the

attending share capital. Resolutions in all other cases are passed by a simple majority of the votes
corresponding to the capital stock presmmtepresented at such meeting.

A General Shareholders’ Meeting at which 100 per cent. of the share capital is present or represented is
validly constituted even if no notice of such meeting was given, and, upon unanimous agreement,
shareholders magonsider any matter at such meeting.

Under the Spanish Companikaw, shareholders who voluntarily aggregate their shares so that the share
capital so aggregated is equal to or greater than the result of dividing the total share capital by the number of
directors have the right, provided there are vacancies on the Board of Directors, to appoint a corresponding
proportion of the members of the Board of Directors (disregarding fractions). Shareholders who exercise this
right may not vote on the appointmentatfier directors.

A resolution passed at a Gener al Sharehol dersé Meet
which is (i) contrary to law or the bylaws or the internal regulations ofgtger or (ii) prejudicial to the

interest of theeompany and beneficial to one or more shareholders or third parties, may be contested. Damage

to companyds interest is also caused when the reso
imposed in an abusive manner by the majority. An agreeisennderstood to have been imposed in an

abusive manner when, rather than responding reasonably to a corporate need, the majority adopts the
resolution in their own interests and to the unjustifiable detriment of the other shareholders. The right to
contest would apply to those who were shareholders at the time when the resolution was taken (provided they
hold at least 0.per centof the share capital), directors and interested third parties. In the event of resolutions
contrary to public order, the tig to contest would apply to any shareholders (even if they acquired such
condition after the resolution was taken), and any director or third party.

In certain circumstances (such as change or significant amendment of the corporate purpose, transformation
or transfer of registered address abroad), the Spanish Companiggves dissenting or absent shareholders
(including nonvoting shareholders) the right to withdraw from tissuer If this right were exercised, the
Issuerwould be obliged to purchasket relevant shares at the average market price of the shares in the last
quarter in accordance with the procedures established under the Spanish Cobgvanies

Pre-emptive rights and Increases of Share Capital

Pursuant to the Spanish Companiesv and thelssuebs byl aws, s h aametiveorigldsets s hav e
subscribe for any new shares issued against monetary contributions and for any new bonds convertible into
shares. Such premptive rights may be excluded when so required by the corporate intedestspecial
circumstances by a resolution passed at a general s
company is listed and th@eneralSh a r e h oMeetivgr delégates to the board of directors the right to
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increase the capital stock esue convertible bonds and exclude-@neptive rights), in accordance with
Articles 308, 417, 504, 505, 506 and 511 of the Spanish Compamies

Furthermore, the premptive rights, in any event, will not be available in an increase in share cgpitasta
non-cash contribution, by means of capitalization of credit rights, or to honor the conversion into shares of
convertible bonds or in a merger in which shares are issued as consideratiempBve rights are
transferable, may be traded on the AQShe Spanish Stock Exchanges and may be of value to existing
shareholders because new shares may be offered for subscription at prices lower than prevailing market
prices.

The GeneralSh a r e h dMeatieghedd@®n 31 March 2016 resolved goant the Boed of Directors ofthe
Issuerpowers as broad as may be requibgdaw so that, in accordance with the provisions of article 297.1.b)
of the SpanishCompanied.aw, it may increase share capital, on one or several occasions,dmthat(s),

on the datefsand on the terms and conditions that the Board of Direchans determine, with power to
delegate to the Executive Committee or the directanfsjo themaximum limit and within the maximum
term contemplated in tHepanish Companies Law

The General Shr ehol der s 6 Meet i ng resowdd do inorease3td shdveacapstdl in th® 1 6
a mo u n 15.837/.095/12%harged to reserves.

The Gener al Shar e h 2B MayR05resdiWedeta gramtgthe Baatd af Doectors of the
Issuerpowers as broad as may be required by law so that, in accordance with the provisions of article 297.1.b)
of the SpanishCompanied.aw, it may increase share capital, on one or several occasions, in the amount(s),
on the date(s) and on the terms and caoht that the Board of Directors may determine, with power to
delegate to the Executive Committee or the director(s) up to the maximum limit and within the maximum
term contemplated in the Act.

The Gener al S har e h a8Mae2015 @solkdmxincieaseits sharé ahpita im the amount
o f 151877.095,126harged to reserves.

Shareholder Actions

Under Spanish law, shareholders must generally bring action against the directors as well as any other actions
against thdssueror challenging corprate resolutions before the courts of the judicial district oiskeeb s
registered address (currenBabadell Spain).

Under the Spanish Companieaw, directors are liable to the company, shareholders and creditors for their
acts or omissions thatre illegal or violate the bylaws and for failure to carry outrthegal duties with
diligence.Directors have such liability even if the transaction in connection with which the acts or omissions
occurred is approved aatified by the shareholders.

The liability of the Directors is joint and several, except to the extent any Director can demonstrate that he or
she did not participate in decisiomaking relating to the transaction at issue, was unaware of its existence or
being aware of it, did all thatas possible to mitigate any damages or expressly disagreed with the decision
makingrelating to the transaction.

Legal Restrictions on Acquisitions of Shares in Spanish Banks

Certain provisions of Spanish law requilearance by the competent authogtior to the acquisition by any
individual or corporation of a significant holding of shares of a Spanish B&ekdecisiormaking authority

for the assessment of the proposed acquisition, formerly attributed to the Bank of Spain, now corresponds to
the E@ by virtue of Regulation No. 1024/2013.
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Any natural or legal person or such persons acting in concert, who have taken a decision either to acquire,
directly or indirectly, a significant holdingpérticipacién significativa in a Spanish bank or to further
increase, directly or indirectly, such a significant holding in a Spanish bank as a result of which the proportion
of the voting rights or of the capital held would reach or exceed 20 per cent., 30 per cent. or 50 per cent. or so
that the bank would becaarits subsidiary, must first notify tHeCB (through théBank of Spaip, indicating

the size of the intended holding and other relevant information. A significant holding for these purposes is
defined as a direct or indirect holding in a Spanish bank wieigtesents 10 per cent. or more of the capital

or of the voting rights or which makes it possible to exercise a significant influence over the management of
that bank. In accordance with Article 23 of Royal Decree 84/2015, of 13 February, in anysicasécant
influencé shall be deemed to exist when there is the capacity to appoint or dismiss a board member.

As soon as the Bank of Spain receives the notice, the Bank of Spain will request the Sparidbnanti
Laundering Authority $ervicio Ejecutivade la Comisién para la Prevencion del Blanqueo de Capitales e
Infracciones Monetaria$ ASEPBLACO) for a report, and the SEPBLAC will submit such report within 30
business days from the day following the day of receipt of such request.

The ECB has 60 busiess days after tHgank of Spain acknowledges thexeipt of any such notice (the Bank

of Spain will acknowledge receipt in written within two business days from the date of receipt of the
notification by the Bank of Spain to the extent such notificatimbudes all the information required by
Article 24 of Royal Decree 84/2015) to object to a proposed transaction. In case the notification does not have
all the information required, the acquirer will be required to provide the outstanding informatiam teith
business daysSuchobjection may be based on finding the acquirer unsuitable on the basis of its commercial
or professional reputation, its solvency or the transparency of its corporate structure, among other things. If no
such objection is raiseslithin the 60 business dayeriod, the authorisation is deemed to have been granted.

The above assessment term may be suspended in one occasion, between the request of information and the
submission of information, for a maximum term of 20 business daysufder certain circumstances, this
term may be of 30 business days).

If the acquisition is carried out and the required notice is not given ©GBe(through the Bank of Spainj

if the acquisition is carried out before the 60 businesspaaipd following the giving of notice elapses, or if

the acquisition is opposed by tB€B, then there shall be the following consequences: (A) the voting rights
corresponding to the acquired shares may not be exercised or, if exercised, will be deemed nulECB) the
may seize control of the bank or replace its Board of Directors; and (C) a fine may be levied on the acquirer.

Any natural or legal person, or such persons acting in concert, who has acquired, directly or indirectly, a
holding in a Spanish bank so tihé proportion of the voting rights or of the capital held reaches or exceeds 5
per cent., must immediately notify in writing the Bank of Spain and the relevant Spanish bank, indicating the
size of the acquired holding.

Any natural or legal person who hiaden a decision to dispose, directly or indirectly, of a significant holding

in a Spanish bank must first notify the Bank of Spain, indicating the size of his intended reduced holding.
Such a person shall likewise notify the Bank of Spain if he has takdecision to reduce his qualifying
holding so that the proportion of the voting rights or of the capital held would fall below 20 per cent., 30 per
cent. or 50 per cent. or so that the bank would cease to be its subsidiary. Failure to comply with these
requirements may lead to sanctions being imposed on the defaulting party.

Spanish banks are required, on becoming aware of any acquisitions or disposals of holdings in their capital
that cause holdings to exceed or fall below one of the thresholds referadmbve, to inform the Bank of
Spain of those acquisitions or disposals.
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Furthermore, credit entities are required to inform the Bank of Spain as soon as they become aware of any
acquisition or transfer of their share capital that crosses any of the pbmantages. In addition, credit

entities must inform the Bank of Spain, during the month following each natural quarter, about their
shareholding specifying all shareholders considered financial institutions by the end of such month or those
who have mag than 0.25 of the bank's share capital (or 1 per cent. in case of credit unions)EGBhe
determines at any time that the influence of a person who owns a qualifying holding of a bank may adversely
affect that bank's management or financial situaitomay request that the Spanish Ministry of Economy and
Competitiveness: (1) suspend the voting rights of such person's shares for a period not exceeding three years;
(2) seize control of the bank or replace its Board of Directors; or (3) in exceptionahstances revoke the

bank's licence. A fine may also be levied on the person owning the relevant significant shareholding.

Furthermore, any person that has directly or indirectly acquired 5 per cent. or more of the share capital of a
Spanish credit ingtition must immediately inform in writing both to the Bank of Spain and to the relevant
credit institution indicating the amount thfe shareholding

Reporting Requirements

Pursuant to Royal Decree 1362/2007, of October 19, any individual or legal entity which, by whatever means,
purchases or transfers shares which grant voting rights ircmuapany, must notify théssuerand the

CNMV, if, as a result of such transactiong froportion of voting rights held by that individual or legal entity

reaches, exceeds or falls below a threshold op8rGcent. 5.0 per cent. 10.0per cent. 15.0per cent. 20.0

per cent. 25.0per cent. 30.0per cent. 35.0per cent. 40.0per cent. 45.0per cent. 50.0per cent. 60.0per

cent, 70.0per cent,. 75.0per cent.80.0per centand 90.Qoer centof thelssuebs t ot al voting rig

The individual or legal entity obliged to carry out the notification must serve the natifida means of the

form approved by the CNMV from time to time for such purpose, within four (4) trading days from the date
on which the individual or legal entity acknowledged or should have acknowledged the circumstances that
generate the obligation tootify (Royal Decree 1362/2007 deems that the obliged individual or legal entity
should have acknowledge the aforementioned circumstance within two (2) trading days from the date on
which the transaction was entered into, regardless of the date on wéicartbaction takes effect).

The reporting requirements apply not only to the purchase or transfer of shares, but also to those transactions

in which, without a purchase or transfer, the proportion of voting rights of an individual or legal entity
reachesgexceeds or falls below the threshold that triggers the obligation to report as a consequence of a
change in the total number of voting rights of a company on the basis of the information reported to the
CNMV and disclosed by it. In such a case, the tretima is deemed to be acknowledged within two (2)
trading days from the date of pacho Irelecaatd )i orne goaf r dtihneg rse
transaction.

Should the individual or legal entity effecting the transaction be aresident ofSpain, notice must also be

given to the Spanish Registry of Foreign Investments maintained by the General Bureau of Commerce and
Investments (a department of the Ministry of Economy and Competitiveness)R&&teictions on Foreign
Investmeritbelow.

Reaardless of the actual ownership of the shares, any individual or legal entity with a right to acquire, transfer
or exercise voting rights granted by the shares, and any individual or legal entity which acquires, transfers or
holds, whether directly or ingictly, other securities or financial instruments which grant a right to acquire
shares with voting rights, will also have an obligation to notifyltseierand the CNMV of the holding of a
significant stake in accordance with applicable regulations.
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Shoud the person or group effecting the transaction be resident in a tax haven (as defined in Royal Decree
1080/1991, of July 5), the threshold that triggers the obligation to disclose the acquisition or transfer of the
Issued OrdinaryShares is reduced thOper cent(and successive multiples thereof).

All members of the Board of Directors must report to bothliseierand the CNMV any percentage or

number of voting rights in thissuerheld by them at the time of becoming or ceasing to be a membex of th

Board of Directors within five (5) trading days. Furthermore, all members of the Board of Directors must

report any change in the percentage of voting rights they hold, regardless of the amount, as a result of any
acquisition or disposition of thesuebs s hares or voting rights, or finan
acquire or dispose of shares which have voting rights attached, including anpaseckcompensation that

they may receive pursuant to any of our compensation plans. Membairs s#réor management must also

report any stoclkased compensation that they may receive pursuant to any of our compensation plans or any
subsequent amendment to such plans

In addition, pursuant to Article 19 ®egul ati on ( EU) No 5 &/ 2m@alrdk eaf albéu s
( M A B ,)persons discharging managerial responsibiliieswell aspersons clodg associated with them

(vinculo estrechpmust similarly report to théssuerand the CNMV any acquisition or disposal of the

Issuebs shares, derivative orissiecbrasbiaaksi negauoméerss Dbi
three (3) business days after the date of the transaction is made. The notification of the transaction must
include particulars of, among othersettype of transaction, the date of the transaction and the market in

which the transactions were carried out, the number of shares traded and the price paid.

Royal Decree 1362/2007 refers to the definition given by Royal Decree 1333/2005, developing\the LM
regarding market abuse, which defines senior managerdeatt{vo9 as t hlevelempioyeésgrh

positions of responsibility with regular access to insider informatinforfnacién privilegiada related,

directly or indirectly, to the issuer antfiat, furthermore, are empowered to adopt management decisions
affecting the future development and business perspit

In certain circumstances established by Royal Decree 1362/2007, the notification requirements on the
acquisition or trasfer of shares also apply to any person or legal entity that, directly or indirectly, and
independently of the ownership of the shares or financial instruments, may acquire, transmit or exercise the
voting rights granted by those shares or financial umsénts, provided that the aggregated proportion of
voting rights reaches, increases above or decreases below, the percentages set forth by Spanish law.

Moreover, pursuant to Article 30.6 of Royal Decree 1362/2007, in the context of a takeover bidpttiadoll
transactions should be notified to the CNMV: (i) any acquisition reaching or exceedipgricént.of the

voting rights of thdssuer and (ii) any increase or decrease in the percentage of voting rights held by holders
of 3.0per centor more ofthe voting rights in théssuer The CNMV will immediately make this information
public.

Acquisition of own shares

If an acquisition or series of acquisitions of theued ©rdinary Shares reaches or exceeds or causes our and

our af fil i arcaersod exdeedl 1@er cent.sf the \wting shares, tHessuermust notify its final

holding of treasury shares to the CNMV. If such threshold is reached as a result of a series of acquisitions,
such reporting obligation will only arise after the closfgthe acquisition which, taken together with all
acquisitions made since the | ast of any such notifi
per centof the voting shares. Sales and other transfers dtued s t r e a s Ul nog be glddactectis  wii

the calculation of such threshold. This requirement would also apply if the shares were acquired by one of our
majority owned subsidiaries.
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Moreover, pursuant to Spanish Comparia#, the audited financial statements of a companytiingtude a
reference to any treasury shares.

Sharehol dersé Agreements

The LMV and Articles 531, 533 and 535 of the Spanish Comparaesrequire parties to disclose certain

types of sharehol dersd agreement ® ntehatl &Hfthfag eth otl e r e
or contain restrictions or conditions on the transferability of shares or bonds that are convertible or
exchangeable into shares of listed companies.

Ifthelssuebs sharehol ders enter i nt tssusbucdmarySlpares theyenust s wi t |
disclose the execution, amendment or extension of such agreementssguéand to the CNMV, file such

agreements with the appropriate commercial registry and publish them through a relevant fact disclosure
(hecho retvanté . Failure to comply with these disclosure
agreement unenforceable and constitutes a violation of the LMV.

Such a sharehol dersd agreement wi || have nein effect
Gener al Sharehol dersé Meetings and restrictions or
convertible into shares until such time as the aforementioned notifications, deposits and publications are

made.

Upon request by the intettesl parties, the CNMV may waive the requirement to report, deposit and publish
the agreement when publishing the shareholderso6 agr

Short Selling Regulation

In accordance with Regulation (EU) No 236/2012 of the European Parliament and of the Council of 14 March
2012 on short selling and certain aspects of credit default sv&egulation 236/2018 )(as further
supplemented by several delegated regulationsilatgg technical aspects necessary for its effective
enforceability and to ensure compliance with its provisions), net short positions on shares listed on the
Spanish Stock Exchanges equal to, or in excess oped.2entof t he r el eveapithlandanyuer 6 s
increases or reductions thereof by Pdr cent.are required to be disclosed to the CNMV. If the net short
position reaches Oer cent. and also at every Oder centabove that, the CNMV will disclose the net short

position 