Impact Report for Bonds and Loans
Santander Group Green, Social and
Sustainability Funding Global Framework

Impact Summary

Sustainalytics has calculated the estimated social impact achieved by the
sustainability notes issued by Santander Holdings USA, Inc. (“SHUSA") in September
2022. Since issuance, USD 221 million have been allocated to earmarked projects in
the category affordable housing. The projects are located within SHUSA'’s footprint,
which includes cities in the Northeast and Florida, United States. Using the number of
individual housing units financed and the number of individuals financed as of 30* of
June 2023, Sustainalytics has calculated the beneficiary savings of USD 55 million
over a 12-month period.
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Introduction

In 2022, Santander Holdings USA, Inc. (“SHUSA”") issued its inaugural sustainability note in which SHUSA allocated an amount
equal to the net proceeds from the offering specifically for earmarked assets that meet the Eligibility Criteria in the Santander
Group Green, Social & Sustainability Funding Global Framework (the “Framework”). In 2023, Banco Santander, S.A. (“Santander
Group”), SHUSA’s parent company, updated the Framework, which supersedes and replaces the prior version created in 2022.
Sustainalytics provided a Second-Party Opinion on the Santander Group Green, Social & Sustainability Funding Global Framework,
evaluating it as credible, impactful, and aligned with the four core components of the Sustainability Bond Guidelines 2021, Green
Bond Principles 2021, Social Bond Principles 2021, Green Loan Principles 2021, and Social Loan Principles 2021 (the “Use of
Proceeds Principles”).1,2,3

In 2023, SHUSA engaged Sustainalytics to perform the following reviews with limited assurance:

Allocation Review with limited assurance

For both green and social earmarked assets, Sustainalytics reviewed the assets financed by the sustainability note and provided
an assessment as to whether the assets met the use of proceeds criteria outlined in the Framework, such as category of Eligible
Asset(s), location of Eligible Asset(s), and Outstanding drawn amount.

For both green and social earmarked assets, Sustainalytics reported on the key performance indicators (KPIs) as provided by
SHUSA.

Santander Green Bond Calculation Methodology Review with limited assurance

For green earmarked assets, Sustainalytics reviewed the Santander internal green methodology for calculating GHG avoidance
for the Renewable Energy projects financed, in comparison with Sustainalytics’ understanding of best practices for reporting
GHG avoidance.

In 2023, SHUSA engaged Sustainalytics to perform the following Impact Report:
Impact Report

For social earmarked assets, Sustainalytics calculated the estimated impact achieved by the projects financed with the proceeds
from the SHUSA offering in alignment with the Santander Group Green, Social & Sustainability Funding Global Framework.

This Impact Report covers the social assets that were earmarked for the 2022 sustainability notes in the amount of
USD 221 million. Sustainalytics has estimated the beneficiary savings from SHUSA'’s affordable housing projects. This report
presents the details of our findings, including a description of the methodology used to calculate the impacts.

T The Santander Green Bond Framework Second Party Opinion is available at: https://www.santander.com/content/dam/santander-
com/en/contenido-paginas/nuestro-compromiso/financiaci%C3%B3n-de-proyectos-sostenibles/prf-santander-green-bond-funding-framework-
february-2022-en.pdf

2The bond-related principles, guidelines and handbooks are administered by the International Capital Market Association and are available at:
https://www.icmagroup.org/sustainable-finance/the-principles-guidelines-and-handbook

3 The loan-related principles and guidelines are administered by the Loan Market Association, Asia Pacific Loan Market Association and Loan
Syndications & Trading Association and are available at: https://www.Ista.org/content/?_industry_sector=guidelines-memos-primary-market



https://www.santander.com/content/dam/santander-com/en/contenido-paginas/nuestro-compromiso/financiaci%C3%B3n-de-proyectos-sostenibles/prf-santander-green-bond-funding-framework-february-2022-en.pdf
https://www.santander.com/content/dam/santander-com/en/contenido-paginas/nuestro-compromiso/financiaci%C3%B3n-de-proyectos-sostenibles/prf-santander-green-bond-funding-framework-february-2022-en.pdf
https://www.santander.com/content/dam/santander-com/en/contenido-paginas/nuestro-compromiso/financiaci%C3%B3n-de-proyectos-sostenibles/prf-santander-green-bond-funding-framework-february-2022-en.pdf
https://www.icmagroup.org/sustainable-finance/the-principles-guidelines-and-handbook
https://www.lsta.org/content/?_industry_sector=guidelines-memos-primary-market
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Scope of Work and Limitations

SHUSA has engaged Sustainalytics to calculate the estimated social impacts of the projects earmarked for the SHUSA
sustainability notes in alignment with the Santander Group Green, Social & Sustainability Funding Global Framework. For this work,
Sustainalytics relied on the data provided by SHUSA on the earmarked assets, allocated amount and the technical data on the
projects financed.

Sustainalytics’ impact reporting is aligned with the International Capital Market Association’s June 2023 Harmonised Framework
for Impact Reporting for Social Bonds.* The methodology and assumptions made for the impact calculation are outlined in the
methodology chapter.

As part of this engagement, Sustainalytics exchanged information with SHUSA’s management team to understand the
sustainability impact of its project. Through these exchanges, SHUSA's representatives have confirmed that:

(1) They understand it is the sole responsibility of SHUSA to ensure that the information provided is complete, accurate and
up to date;

(2) They have provided Sustainalytics with all relevant information;
(3) Any provided material information has been duly disclosed in a timely manner.

Sustainalytics also reviewed relevant public documents and non-public information.

4ICMA, Handbook - Harmonised Framework for Impact Reporting for Social Bonds, at:
https://www.icmagroup.org/assets/documents/Sustainable-finance/2023-updates/Harmonised-framework-for-impact-reporting-for-social-
bonds-June-2023-220623.pdf



https://www.icmagroup.org/assets/documents/Sustainable-finance/2023-updates/Harmonised-framework-for-impact-reporting-for-social-bonds-June-2023-220623.pdf
https://www.icmagroup.org/assets/documents/Sustainable-finance/2023-updates/Harmonised-framework-for-impact-reporting-for-social-bonds-June-2023-220623.pdf
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Impact Findings

For reporting, Sustainalytics follows the ICMA Harmonised Framework for Impact Reporting for Social Bonds,* which synthesizes
market expectations and outlines recommendations for impact reporting to create a standardized reporting structure and to enhance
the understanding of the impact to all stakeholders including investors.

Table 1 below provides a summary of the impacts at the portfolio level, which Sustainalytics calculated from the earmarking of
proceeds from SHUSA's sustainability notes. Appendix 1 provides project-level impact based on the share of project financing.

Table 1: Summary of Impact — Affordable Housing
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housing | individuals S G Rt - CEVINIS
: amount
units
usD Years usD % usD UsD/USD
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221,272,013 4 5478 17,531 377 15 54,853,321 0.23
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Methodology

Sustainalytics developed a methodology for quantifying the beneficiary savings, or savings from affordable rent compared to market
rent, specifically for rental affordable housing. The metric beneficiary savings is recommended for impact reporting in the
Harmonized Framework for Impact Reporting for Social Bonds“ and the Global Impact Investment Network’s IRIS+ catalogue of
metrics.5

Affordable Housing

Affordable housing is offered to a target group at a significantly lower price than the housing of the same quality offered in the
market. It is assumed that in the absence of affordable housing, the inhabitants would have needed to pay market rent for housing,
and the difference between the two is the beneficiary savings.

a) The affordable rent of the project itself is built on data from the issuer to the extent available. Where no detailed rent
data is available, affordable rent is estimated with eligibility criteria, where the highest rent that can be considered
affordable is estimated

b) The market rent, which constitutes the baseline for the estimate, is sourced from credible regional statistics

Data Sources and Assumptions

e For estimating the affordable rent, the beneficiary’s income criteria were used together with median household income
statisticss to estimate the maximum income a household can have and still be eligible for affordable housing. The
maximum affordable rent criterion?, which was sourced from the US Department of Housing and Urban Development,
was used together with statistics on the average household size# to estimate the maximum rent that households fulfilling
the income criteria can pay in rent and still be considered affordable. As the actual affordable rent is unknown, the highest
rent was used to determine a conservative estimate for affordable rent.

e For estimating the market rent, city-level data was sourced from US government sources.® Based on this data, region-
and state-wide values were estimated with population weights.’® When exact location is unknown, the average of several
cities in the wider geography is used.

5 |RIS+, available at: https://iris.thegiin.org/

6 U.S. Department of Housing and Urban Development, FY 2023 Median Family Income Documentation System, at:
https://www.huduser.gov/portal/datasets/il/il2023/select_Geography.odn?STATES=44.0&statelist=44.0&stname=Montana&wherefrom=mfi&st
atefp=30&year=&ne_flag=1&selection_type=&incpath=%24incpath%248&data=2023

7U.S. Department of Housing and Urban Development, Home Rent Limits, at: https://www.huduser.gov/portal/datasets/HOME-Rent-limits.html
8 Statista.com, Distribution of occupied housing units in the United States in 2020, by number of bedrooms, at:
https://www.statista.com/statistics/206393/distribution-of-housing-units-in-the-us-by-number-of-bedrooms/

9 U.S. Department of Housing and Urban Development, FY 2023 Fair Market Rent Documentation System, at:
https://www.huduser.gov/portal/datasets/fmr/fmrs/FY2023_code/2023summary.odn?&year=2023&fmrtype=$fmrtypeS&cbsasub=METR04522
0M45220

10 United States Census Bureau, Metropolitan and Micropolitan Statistical Areas Population Totals: 2020-2022 , at:
https://www.census.gov/data/datasets/time-series/demo/popest/2020s-total-metro-and-micro-statistical-areas.html



https://iris.thegiin.org/
https://www.huduser.gov/portal/datasets/il/il2023/select_Geography.odn?STATES=44.0&statelist=44.0&stname=Montana&wherefrom=mfi&statefp=30&year=&ne_flag=1&selection_type=&incpath=%24incpath%24&data=2023
https://www.huduser.gov/portal/datasets/il/il2023/select_Geography.odn?STATES=44.0&statelist=44.0&stname=Montana&wherefrom=mfi&statefp=30&year=&ne_flag=1&selection_type=&incpath=%24incpath%24&data=2023
https://www.huduser.gov/portal/datasets/HOME-Rent-limits.html
https://www.statista.com/statistics/206393/distribution-of-housing-units-in-the-us-by-number-of-bedrooms/
https://www.huduser.gov/portal/datasets/fmr/fmrs/FY2023_code/2023summary.odn?&year=2023&fmrtype=$fmrtype$&cbsasub=METRO45220M45220
https://www.huduser.gov/portal/datasets/fmr/fmrs/FY2023_code/2023summary.odn?&year=2023&fmrtype=$fmrtype$&cbsasub=METRO45220M45220
https://www.census.gov/data/datasets/time-series/demo/popest/2020s-total-metro-and-micro-statistical-areas.html
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Appendix 1: Impacts of Affordable Housing Projects by Area Median Income Affordability
Targets
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savings /

allocated
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Share of total| number of
Allocated : B
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Average Average | Annual total
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. :
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Income
60 691,274,667|136,799,831 32 4,056 12,979 989 40 154,202,267 | 49,406,073 0.36
80 160,400,000| 84,472,182 8 1,423 4,552 481 19 64216,090 | 5447,248 0.06

" Due to rounding, the project level avoidance might not sum up to the total number of units.
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Disclaimer

Copyright ©2023 Sustainalytics. All rights reserved.

The information, methodologies and opinions contained or reflected herein are proprietary of Sustainalytics and/or its third party suppliers (Third
Party Data), and may be made available to third parties only in the form and format disclosed by Sustainalytics, or provided that appropriate
citation and acknowledgement is ensured. They are provided for informational purposes only and (1) do not constitute an endorsement of any
product or project; (2) do not constitute investment advice, financial advice or a prospectus; (3) cannot be interpreted as an offer or indication to
buy or sell securities, to select a project or make any kind of business transactions; (4) do not represent an assessment of the issuer's economic
performance, financial obligations nor of its creditworthiness; and/or (5) have not and cannot be incorporated into any offering disclosure.

These are based on information made available by the issuer and therefore are not warranted as to their merchantability, completeness, accuracy,
up-to-dateness or fitness for a particular purpose. The information and data are provided “as is” and reflect Sustainalytics™ opinion at the date of
their elaboration and publication. Sustainalytics accepts no liability for damage arising from the use of the information, data or opinions contained
herein, in any manner whatsoever, except where explicitly required by law. Any reference to third party names or Third Party Data is for appropriate
acknowledgement of their ownership and does not constitute a sponsorship or endorsement by such owner. A list of our third-party data providers
and their respective terms of use is available on our website. For more information, visit http://www.sustainalytics.com/legal-disclaimers.

The issuer is fully responsible for certifying and ensuring the compliance with its commitments, for their implementation and monitoring.

In case of discrepancies between the English language and translated versions, the English language version shall prevail.


http://www.sustainalytics.com/legal-disclaimers
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Sustainalytics, a Morningstar Company, is a leading ESG research, ratings and data firm that supports investors around the world with the
development and implementation of responsible investment strategies. For more than 30 years, the firm has been at the forefront of developing
high-quality, innovative solutions to meet the evolving needs of global investors. Today, Sustainalytics works with hundreds of the world’s leading
asset managers and pension funds who incorporate ESG and corporate governance information and assessments into their investment processes.
Sustainalytics also works with hundreds of companies and their financial intermediaries to help them consider sustainability in policies, practices
and capital projects. With 17 offices globally, Sustainalytics has more than 1500 staff members, including more than 500 analysts with varied
multidisciplinary expertise across more than 40 industry groups.

For more information, visit

Or contact us
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