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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”).1.23

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

1) Allocation Review with limited assurance

a. Forboth 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.

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

2) Santander Green Bond Calculation Methodology Review with limited assurance

a. Forgreen 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:
3) Impact Report

a. 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 Methodology Review covers the green assets that were earmarked for the 2022 sustainability notes in
the amount of USD 279 million. Sustainalytics has reviewed the methodology used to calculate the GHG
avoidance.

Evaluation Criteria

Santander Group has developed a methodology to quantify the GHG emissions from its renewable energy
investments. Santander Group uses the methodology it developed to estimate the comparative GHG avoided
between its own renewable energy projects and the national grid. To review this methodology, Sustainalytics

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
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is leveraging the GHG Protocol for Project Accounting?4, PCAF,5 and Sustainalytics’ understanding of best
practice.

Client’s Responsibility

SHUSA is responsible for providing accurate information and documentation relating to the methodology.
This includes scope, definitions, geographic scope, assumptions and data sources provided in the
documentation provided by SHUSA.6

Independence and Quality Control

Sustainalytics conducted the review of the methodology developed by Santander Group. The work undertaken
as part of this engagement included reviewing the methodology’s documentation. Sustainalytics reviewed
Santander Group’s methodology based on its own understanding of best practice for calculating the
comparative GHG emission avoided between SHUSA'’s renewable energy generation and the national grid.

Sustainalytics relied on the information and the data prepared by SHUSA. Sustainalytics is not responsible,
nor shall it be held liable for any inaccuracies in the opinions, findings or conclusions herein due to incorrect
or incomplete data provided by SHUSA.

Conclusion

Based on the limited assurance procedures conducted,” it is Sustainalytics’ opinion that the reviewed
methodology conforms with Sustainalytics’ understanding of good practice for impact reporting.

4 “Protocol for Project Accounting”, The Greenhouse Gas Protocol, at: https://ghgprotocol.org/sites/default/files/standards/ghg_project_accounting.pdf
5 Financed Emissions, the global GHG Accounting & Reporting standard, PCAF, at: https://carbonaccountingfinancials.com/files/downloads/PCAF-
Global-GHG-Standard.pdf

6 The methodology reviewed was described in the following documents: SHUSA Renewable Energy Calculation Template as of 06.30.2023_Sustainalytics
Review 8.17.2023

7 Sustainalytics’ limited assurance process includes reviewing the documentation relating to the details of the methodology, including description of the
methodology, data and data sources as provided by SHUSA, which is responsible for providing accurate information.
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Appendix 1: Detailed Review of GHG Avoidance by Renewable Energy

Evaluation Category Comment

v All emissions are measured in CO>. Sustainalytics considers this good practice

as it captures most of the relevant GHG emissions; however, Sustainalytics

considers best practice to include all relevant GHG emissions expressed in CO-e,

which includes methane and nitrous oxide.

v Baseline emissions are based on the national grid average for the USA, which is

in line with good practice; however, in the case of the USA, which has a fragmented

grid, a local emission factor would be considered best practice.

v Emissions are estimated for direct generation emissions only, or scope 1, which

is in line with good practice but could be improved by including indirect, or scope 3

emissions.

v SHUSA consistently uses International System of Units (Sl units) throughout its

calculations and reporting, which Sustainalytics considers best practice.

v" An emission factor from the IEA (International Energy Agency) is used, which is

considered a credible source.

v It is assumed that renewable energy replaces energy from the grid for the

current calendar year, meaning avoidance is estimated per current calendar year.

ICMA recommends estimating avoidance for a representative year in the lifetime

Assumptions of the bond, which would include a projection of grid energy emissions into the
future and would be considered best practice. Since the bond in this case has a
tenor of only 4 years where significant changes are not anticipated, Sustainalytics
considers this good practice.

Scope

Units

Data Quality
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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

Methodology Review MORNNGSAR | SUSTAINALYTICS

Santander Holdings USA

About Sustainalytics, a Morningstar Company

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 www.sustainalytics.com

Or contact us contact@sustainalytics.com
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