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PROSPECTUS SUPPLEMENT
(to prospectus dated September 28, 2012)

> RBS

The Royal Bank of Scotland Group plc

$2,250,000,000
5.125% Subordinated Tier 2 Notes due 2024

The 5.125% Subordinated Tier 2 Notes due 2024 will be due on May 28, 2024 (the “Subordinated Notes”) and will bear
interest at arate of 5.125% per year from (and including) the date of issuance to (but excluding) the maturity of the
Subordinated Notes on May 28, 2024. Interest will be paid on the Subordinated Notes on May 28 and Novenber 28 of
each year, commencing on November 28, 2014.

The Subordinated Notes will constitute our direct, unconditional, unsecured and subordinated obligations ranking
pari passu without any preference among themselves and ranking junior in right of payment to the claims of any existing
and future unsecured and unsubordinated indebtedness. In awinding up or in the event that an administrator has been
appointed in respect of us and notice has been given that it intends to declare and distribute adividend, all payments on
the Subordinated Notes will be subordinated to, and subject in right of payment to the prior payment in full of, al claims of
all of our creditors other than claims in respect of any liability that is, or is expressed to be, subordinated to the claims of
al or any of our creditors, whether only in the event of awinding up or otherwise. The ranking of our obligations shall be
set out in the manner provided in the subordinated indenture between The Royal Bank of Scotland Group plc (“RBSG”)
and The Bank of New York Mellon, acting through its London Branch, as trustee (the “Trustee”), dated December 4, 2012
(the “Base Subordinated Indenture”), as supplemented by afirst supplemental indenture dated December 4, 2012 (the
“First Supplemental Subordinated Indenture”) and afourth supplemental indenture to be dated May 28, 2014 (the “Fourth
Supplemental Subordinated Indenture” and, together with the First Supplemental Subordinated Indenture and the Base
Subordinated Indenture, the “Subordinated Indenture”).

In addition, by pur chasing the Subor dinated Notes, each holder (including each beneficial holder) of the
Subor dinated Notes ack now edges, agr ees to be bound by and consents to the exer cise of any UK. bail-in power (as
defined bel ow)) by the relevant U.K. resolution authority that may result in (i) the cancellation of all, or aportion, of the
principal amount of, or inter est on, the Subor dinated Notes and/or (ii) the conversion of all, or aportion, of the principal
amount of, or interest on, the Subor dinated Notes into shares or other securities or other obligations of RBSG or
another person, which UK. bail-in power may be exer cised by means of variation of the ter ms of the Subor dinated Notes
solely to give effect tothe above. With respect to (i) and (ii) above, refer ences to principal andinterest shall include
payments of principal andinterest that have become due and payabl e (including principal that has become due and
payable at the Matur ity Date), but which have not been paid, prior tothe exer cise of any UK. bail-in power. Each hol der
(including each beneficial holder) of the Subor dinated Notes further ack nowl edges and agr ees that the rights of the
holder s under the Subor dinated Notes ar e subject to, and will be varied, if necessary, solely to give effect to, the exer cise
of any UK. bail-in power by therelevant UK. resol ution authority expr essed toimplement such a cancellation or



conver sion.

For these pur poses, a“U.K. bail-in power” is any write-down and/or conver sion power existing from time to time under
any laws, regulations, rules or requirements relating tothe resolution of bank s, banking gr oup companies, credit
institutions and/or investment firms incor por ated in the United Kingdom in effect and applicable in the United Kingdom
toRBSG or other member s of the Group (as defined her ein), including but not limited to any such laws, regulations,
rules or requirements which ar eimplemented, adopted or enacted within the context of a Eur opean Union dir ective or
regulation of the Eur opean Par liament and of the



Council establishing aframework for the recovery and resolution of credit institutions and investment fir ms and/or
within the context of a U.K. resolution regime by way of amendment to the Banking Act 2009, as the same may be
amended fr om time to time (whether pur suant tothe UK. Financial Services (Banking Reform) Act 2013 (the “Banking
Reform Act 2013”) or otherwise), pur suant to which obligations of a bank , banking group company, credit institution or
investment firm or any of its affiliates can be reduced, cancelled, transferred and/or convertedinto shares or other
securities or obligations of the obligor or any other per son (and ar efer ence to the “relevant U.K. resolution authority”
istoany authority with the ability to exer cise a UK. bail-in power).

By pur chasing the Subor dinated Notes, each holder (including each beneficial holder) of the Subor dinated Notes, to
the extent per mitted by the Trust Indentur e Act of 1939 as amended (the “Trust Indentur e Act”), waives any and all
claims against the Trustee for, agrees not toinitiate asuit against the Trustee in respect of, and agr ees that the Trustee
shall not be liable for, any action that the Trustee tak es, or abstains from taking, in either casein accor dance with the
exer cise of the UK. bail-in power by therelevant UK. resolution authority with r espect to the Subor dinated Notes.

We may redeemthe Subordinated Notes, in whole but not in part, at 100% of their principal amount plus accrued but
unpaid interest (i) upon the occurrence of certain tax events or (ii) upon the occurrence of certain regulatory events,
provided that such right of redemption shall only apply to the extent not prohibited by CRD IV (as defined below) and
subject to the conditions described in this prospectus supplement. Any such redemption shall be subject to a requirement
to give notice to the U.K. Prudential Regulation A uthority (“PRA”) and/or such other body having primary supervisory
authority with respect to the prudential regulation of our business to the extent required, as described in this prospectus
supplement.

Weintend to apply to list the Subordinated Notes on the New York Stock Exchange in accordance with its rules.

Investing in the Subordinated Notes involves risks. See “Risk Factors” beginning on page S-8 and as
incorporated by reference herein.

By its purchase of the Subordinated Notes, each holder (including each beneficial holder) shall be deemed to have (i)
consented to the exercise of any U.K. bail-in power as it may be imposed without any prior notice by the relevant U.K.
resolution authority of its decision to exercise such power with respect to the Subordinated Notes and (ii) authorized,
directed and requested The Depositary Trust Company (“DTC”) and any direct participant in DTC or other intermediary
through which it holds such Subordinated Notes to take any and all necessary action, if required, to implement the
exercise of any U.K. bail-in power with respect to the Subordinated Notes as it may be imposed, without any further action
or direction on the part of such holder.

Neither the Securities and Exchange Commission nor any other regulatory body has appr oved or disappr oved of

these securities or passed upon the accur acy or adequacy of this pr ospectus supplement or the accompanying
prospectus. Any representation tothe contraryis acriminal offense.

Per Subor dinated

Note Total
Priceto the public 99.213% $ 2232292500
Underwriting discounts 0.400% $ 9,000,000
Proceeds, before expenses, to us 98.813% $ 2,223292,500

The initial price to public set forth above does not include accrued interest, if any. Interest on the Subordinated
Notes will accrue fromMay 28, 2014 and must be paid by the purchaser if the Subordinated Notes are delivered thereafter.

W e expect that the Subordinated Notes will be ready for delivery through the book-entry facilities of DTC and its
participants on or about May 28, 2014.



Global Co-ordinator and Structuring Advisor, Joint Bookrunner and Joint Lead Manager

RBS
Joint Bookrunnersand Joint Lead Managers
BofA Merrill Lynch Citigroup Wells Fargo Securities
Co-Managers
ABN AMRO Securities (USA) LLC BMO Capital Markets Corp. BNY Mellon Capital Markets, LLC
Capital One Securities, Inc. CIBC WorldMarkets Corp. Danske Markets Inc.
ING Financial Markets LLC nabSecurities, LLC
National Bank of Canada Financial Inc. TD Securities (USA) LLC

Pr ospectus Supplement dated May 21, 2014
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We have not authorized anyone to provide any infor mation other than that contained or incor porated by referencein
thi's prospectus supplement and the accompanying pr ospectus or in any freewriting prospectus prepar ed by or on behal f
of us or towhich we havereferredyou. Wetake noresponsihility for, and can provide no assur ance as tothereliability
of, any other infor mation that other s may give you. We are not making an offer to sell these securities in any state or

jurisdiction wher e the offer or saleis not permitted. You should assume that the infor mation containedin this

pr ospectus supplement, the accompanying pr ospectus and the documents incor por ated by r efer ence herein is accur ate

only as of their respective dates.
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ABOUT THIS PROSPECTUS SUPPLEMENT
In this prospectus supplement, we use the following terms:
e “we”, “us”, “our”, “Issuer’ and “RBSG’ mean The Royal Bank of Scotland Group plc;

e “Group” means RBSGtogether with its subsidiaries consolidated in accordance with International Financial
Reporting Standards;

e “RBSplc” means The Royal Bank of Scotland plc;

o “SEC” refers to the Securities and Exchange Commission;

e “pounds”, “sterling”, “pence”, “£” and “p” refer to the currency of the United Kingdom;

e “dollars” and “$” refer to the currency of the United States; and

e “euro” and “€” refer to the currency of the member states of the European Union (“EU”) that have adopted the

single currency in accordance with the treaty establishing the European Community, as amended.
INCORPORATION OF INFORMATION BY REFERENCE

We are subject to the informational requirements of the Securities Exchange A ct of 1934, as amended (the “Exchange
Act”), and in accordance therewith, we file reports and other information with the SEC. You may read and copy any
document that we file with the SEC at the SEC’s Public Reference Room, 100 F Street, N.E., Washington, D.C. 20549. You
can call the SEC on 1-800-SEC-0330 for further information about the Public Reference Room The SEC’s website, at
http://www.sec.gov, contains reports and other information in electronic formthat we have filed. You may also request a
copy of any filings referred to below (other than exhibits not specifically incorporated by reference) at no cost, by
contacting us at RBS Gogarburn, P.O. Box 1000, Edinburgh EH12 1HQ, Scotland, telephone +44 131 626 0000.

The SEC allows us to incorporate by reference much of the information we file with them. This means:

e incorporated documents are considered part of this prospectus supplement;

e wecan disclose important information to you by referring you to these documents; and

o information that we file with the SEC will automatically update and modify or supersede some of the information
included or incorporated by reference into this prospectus supplement.

This means that you must look at all of the SECfilings that we incorporate by reference to determine if any of the
statements in this prospectus supplement or in any document previously incorporated by reference have been modified or
superseded. The accompanying prospectus lists documents that are incorporated by reference into this prospectus
supplement. In addition to the documents listed in the accompanying prospectus, we incorporate by reference:

e our Annual Report on Form 20-F for the year ended December 31, 2013 filed with the SEC on A pril 30, 2014 (File
No. 001-10306) (the “2013 Annual Report™); and

e ourinterimresults on Form6-K for the three-months ended March 31, 2014 filed with the SEC on May 13, 2014
(File No. 001-10306) (the “Q1 2014 Interim Report™).

We also incorporate by reference into this prospectus supplement and accompanying prospectus any future



documents we may file with the SEC under Section 13(a), 13(c), 14 or 15(d) of the Exchange A ct fromthe date of this
prospectus supplement until the offering contermplated in this prospectus supplement is completed. Reports on Form6-K
we may furnish to the SEC after the date of this prospectus supplement (or portions thereof) are incorporated by reference
in this prospectus supplement only to the extent that the report expressly states that it (or such portions) is incorporated
by reference in this prospectus supplement.
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FORWARD-LOOKING STATEMENTS

Fromtime to time, we may make statements, both written and oral, regarding our assumptions, projections,
expectations, intentions or beliefs about future events. These statements constitute “forward-looking statements” for
purposes of the Private Securities Litigation Reform A ct of 1995. We caution that these statements may and often do vary
materially fromactual results. Accordingly, we cannot assure you that actual results will not differ materially fromthose
expressed or implied by the forward-looking statements. You should read the sections entitled “Risk Factors” in this
prospectus supplement, “Cautionary Statement on Forward-Looking Statements” in the accompanying prospectus and
“Forward-Looking Statements” in our 2013 Annual Report and our Q1 2014 Interim Report, which are incorporated by
reference herein.

Any forward-looking statements made herein or in the documents incorporated by reference herein speak only as of
the date they are made. Except as required by the Financial Conduct A uthority, any applicable stock exchange or any
applicable law, we expressly disclaimany obligation or undertaking to release publicly any updates or revisions to any
forward-looking statement contained in this prospectus supplement or the documents incorporated by reference herein to
reflect any changes in expectations with regard thereto or any new information or any changes in events, conditions or
circumstances on which any such statement is based. The reader should, however, consult any additional disclosures that
we have made or may make in documents we have filed or may file with the SEC.
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SUMMARY

Thefollowing isa summary of this prospectus supplement and should beread asan introduction to, and in
conjunction with, the remainder of this prospectus supplement, the accompanying prospectus and any documents
incorporated by reference herein and therein. You should base your investment decision on a consideration of this
prospectus supplement, the accompanying prospectus and any documentsincorporated by reference herein and
therein, asa whole. Wordsand expressionsdefined in “Description of the Subordinated Notes” below shall have the
same meaningsin thissummary.

Issuer

Subor dinated Notes

Issue Date

Maturity Date

Inter est Rate

Inter est Payment Dates

Regular Record Dates

Ranking

Agreement with Respect to
the

Exer cise of UK. Bail-in
Power

General

The Royal Bank of Scotland Group plc

$2,250,000,000 aggregate principal amount of the 5.125% subordinated Tier 2 notes due
2024 (the “Subordinated Notes™).

May 28, 2014.

We will pay the Subordinated Notes at 100% of their principal amount plus accrued and
unpaid interest on May 28, 2024, subject to any early redemption as described in
“Description of the Subordinated Notes—Redemption and Repurchases”.

The Subordinated Notes will bear interest from (and including) the Issue Date at arate of
5.125% per annum.

May 28 and November 28in each year, commencing on November 28, 2014.
Every May 14 and November 14 of each year, commencing on November 14, 2014.

The Subordinated Notes will constitute our direct, unconditional, unsecured and
subordinated obligations ranking pari passu, without any preference among themselves
and ranking junior in right of payment to the claims of any existing and future unsecured
and unsubordinated indebtedness. In awinding up or in the event that an administrator
has been appointed in respect of us and notice has been given that it intends to declare
and distribute adividend, all payments on the Subordinated Notes will be subordinated
to, and subject in right of payment to the prior payment in full of, all claims of all of our
creditors other than claims in respect of any liability that is, or is expressed to be,
subordinated to the claims of all or any of our creditors, whether only in the event of a
winding up or otherwise. The ranking of our obligations shall be set out in the manner
provided in the Subordinated Indenture.

By purchasing the Subordinated Notes, each holder (including each beneficial holder) of
the Subordinated Notes acknowledges, agrees to be bound by and consents to the
exercise of any U.K. bail-in power (as defined below) by the relevant U.K. resolution
authority that may result in (i) the cancellation of all, or a portion, of the principal amount
of, or interest on, the Subordinated Notes and/or (i) the conversion of all, or aportion,
of the principal amount of, or interest on, the Subordinated Notes into shares or other
securities or other obligations of RBSG or another person, which U.K. bail-in power may
be exercised by means of variation of the terms of the Subordinated Notes solely to give
effect to the above. With respect to (i) and (ii) above, references to principal and
interest shall include payments of principal and interest that have become due and
payable (including principal that has become due and payable at the Maturity Date), but
which
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Repayment of Principal and
Payment of Inter est After
Exer cise of UK. Bail-in
Power

Pur chases of the
Subor dinated Notes

Cancellation

Additional Issuances

have not been paid, prior to the exercise of any U.K. bail-in power. Each holder
(including each beneficial holder) of the Subordinated Notes further acknowledges and
agrees that therights of the holders under the Subordinated Notes are subject to, and
will be varied, if necessary, solely to give effect to, the exercise of any U.K. bail-in power
by the relevant U.K. resolution authority expressed to implement such a cancellation or
conversion.

For these purposes, a“U.K. bail-in power” is any write-down and/or conversion power
existing fromtime to time under any laws, regulations, rules or requirements relating to
the resolution of banks, banking group companies, credit institutions and/or investment
firms incorporated in the United Kingdomin effect and applicable in the United Kingdom
to us or other members of the Group, including but not limited to any such laws,
regulations, rules or requirements which are implemented, adopted or enacted within the
context of a European Union directive or regulation of the European Parliament and of
the Council establishing a framework for the recovery and resolution of credit
institutions and investment firms and/or within the context of a U.K. resolution regime
by way of amendment to the Banking A ct 2009, as the same may be amended fromtime
to time (whether pursuant to the Banking Reform A ct 2013 or otherwise), pursuant to
which obligations of a bank, banking group company, credit institution or investment
firmor any of its affiliates can be reduced, cancelled, transferred and/or converted into
shares or other securities or obligations of the obligor or any other person (and a
reference to the “relevant U K. resolution authority” is to any authority with the ability
to exercise a U.K. bail-in power).

No repayment of the principal amount of the Subordinated Notes or payment of interest
on the Subordinated Notes shall become due and payable after the exercise of any U.K.
bail-in power by the relevant U.K. resolution authority unless, at the time that such
repayment or payment, respectively, is scheduled to become due, such repayment or
payment would be permitted to be made by us under the laws and regulations of the
United Kingdomand the European Union applicable to us or other members of the
Group.

We may at any time purchase beneficially or procure others to purchase beneficially for
our account the Subordinated Notes in the open market, by tender or by private
agreement. Any such purchases shall only be permitted to the extent not prohibited by
CRD |V and will be subject to the conditions set forth below under “Description of the
Subordinated Notes—Redemption and Repurchases—Conditionsto Redemption and
Repurchases” in this prospectus supplement.

Subordinated Notes purchased or otherwise acquired by us may be (i) held, (ii) resold or
(iii) at our sole discretion, surrendered to the Trustee for cancellation (in which case all
Subordinated Notes so surrendered will forthwith be cancelled in accordance with
applicable law and thereafter may not be re-issued or resold).

We may, fromtime to time, without the consent of the holders of the Subordinated
Notes, issue additional notes under the Subordinated Indenture, having the same
ranking and same interest rate, meturity date, redemption terms and other terms, except
for the price to the public and issue date. Any such additional notes, together with the
Subordinated Notes offered by this prospectus supplement, may constitute asingle
series of Subordinated Notes under the Subordinated Indenture, provided that if such
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Tax Redemption

Regulatory Redemption

Book -Entry Issuance,
Settlement and Clear ance

Business Day Convention
Day Count Fraction

ISIN

CUsIP

Conflicts of Inter est

additional notes have the same CUSIP, ISIN or other identifying number as the
outstanding Subordinated Notes, such additional notes must be fungible with the
Subordinated Notes for U.S. federal income tax purposes.

We may redeemthe Subordinated Notes at any time, in whole but not in part, at 200% of
their principal amount plus accrued but unpaid interest, in the event of certain changes
in the tax laws of the United Kingdomand in other limited circumstances as described
under “Description of the Subordinated Notes—Redemption and Repurchases—Tax
Redemption” in this prospectus supplement and “Description of Debt Securities—
Redemption” in the accompanying prospectus. Any such right of redemption shall only
apply to the extent not prohibited by CRD IV and will be subject to the conditions set
forth under “Description of the Subordinated Notes—Redemption and Repurchases—
Conditionsto Redemption and Repurchases” in this prospectus supplement.

We may redeemthe Subordinated Notes at any time, in whole but not in part, at 100% of
their principal amount plus accrued and unpaid interest, in the event of certain
regulatory changes that result in the principal amount of the Subordinated Notes being
fully excluded frominclusion in our Tier 2 capital, as described under “Description of the
Subordinated Notes—Redemption and Repurchases—Redemption dueto a Capital
Disqualification Event” in this prospectus supplement. Any such right of redemption
shall only apply to the extent not prohibited by CRD IV and will be subject to the
conditions set forth under “Description of the Subordinated Notes—Redemption and
Repurchases—Conditionsto Redemption and Repurchases” in this prospectus
supplement.

We will issue the Subordinated Notes in fully registered formin denominations of
$100,000 and integral multiples of $1,000in excess thereof. The Subordinated Notes will
be represented by one or more global securities registered in the name of a nominee of
DTC. You will hold beneficial interests in the Subordinated Notes through DTC and its
direct and indirect participants, including Euroclear SA/NV (“Euroclear”) and
Clearstream Banking, soci été anonyme (“Clearstream Banking”) and DTC and its direct
and indirect participants will record your beneficial interest on their books. We will not
issue certificated notes except as described in the accompanying

prospectus. Settlement of the Subordinated Notes will occur through DTC in same day
funds. For information on DTC’s book-entry system, see “Description of Debt
Securities—Formof Debt Securities; Book-Entry Systeni” in the accompanying
prospectus.

Following unadjusted.
30/360
US780099CH81
780099 CH8

RBS Securities Inc. (“RBSSI”), an affiliate of RBSG, is a Financial Industry Regulatory
Authority (“FINRA”") member and an Underwriter in this offering and has a “conflict of
interest” within the meaning of FINRA Rule 5121. Accordingly, this offering will be
made in compliance with the applicable provisions of FINRA Rule 5121. RBSS| is not
permitted to sell Subordinated Notes in this offering to an account over which it
exercises discretionary authority without the prior specific written approval of the
account holder.
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Listingand Trading

Trustee and Principal Paying Agent

Timing and Delivery

Use of Proceeds

Gover ning Law

We intend to apply to list the Subordinated Notes on the New York Stock
Bxchange in accordance with its rules.

The Bank of New York Mellon, acting through its London Branch, a banking
corporation duly organized and existing under the laws of the State of New
York, as trustee (the “Trustee”), having its Corporate Trust Office at One
Canada Square, London E14 5A L, United Kingdom, will act as the trustee and
initial principal paying agent for the Subordinated Notes.

We currently expect delivery of the Subordinated Notes to occur on May 28,
2014.

Weintend to use the net proceeds of the offering for general corporate
purposes. See “Use of Proceeds”.

The Subordinated Indenture and the Subordinated Notes will be governed by,
and construed in accordance with, the laws of the State of New York except
that, as the Subordinated Indenture specifies, the subordination provisions
and the waiver of the right to set-off by the holders and by the Trustee acting
on behalf of the holders with respect to the Subordinated Notes will be
governed by and construed in accordance with the laws of Scotland.
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RISK FACTORS

Prospective investors should consider carefully therisk factorsincorporated by reference into this prospectus
supplement and as set out below aswell asthe other information set out el sewherein this prospectus supplement
(including any other documentsincorporated by reference herein) and reach their own views prior to making any
investment decision with respect to the Subordinated Notes.

Set out below and incorporated by reference herein are certain risk factorsthat could have a material adverse
effect on the business, operations, financial condition or prospects of RBSG and cause RBSG’s future resultsto be
materially different from expected results. RBSG’sresults could also be affected by competition and other
factors. RBSG hasdescribed only thoserisksthat it considersto be material. There may be additional risksthat RBSG
currently considersnot to be material or of which it isnot currently aware, and any of these risks could have the effects
set forth above. All of these factors are contingencies which may or may not occur and RBSGisnot in a position to
expressa view on the likelihood of any such contingency occurring. Investorsshould note that they bear RBSG’s
solvency risk.

We believe that the factors described bel ow with respect to the Subordinated Notesrepresent the principal risks
inherent in investing in Subordinated Notes. Each of the risks highlighted could have a material adverse effect on the
amount of principal and interest which investorswill receive in respect of the Subordinated Notes. In addition, each of
the highlighted risks could adversely affect the trading price of the Subordinated Notes or the rights of investors under
the Subordinated Notesand, asa result, investors could lose some or all of their investment. You should consult your
own financial, tax and legal advisersregarding the risks of an investment in the Subordinated Notes. Prospective
investors should also read the detailed information set out elsewhere in this prospectus supplement (including any
documents deemed to be incorporated by reference herein) and reach their own views prior to making any i nvestment
decision.

Risksrelating toRBSG

For a description of risks associated with RBSG as well as certain risks associated with investments in RBSG’s
securities, see the section entitled “Risk Factors” in our 2013 Annual Report incorporated by reference herein.

Risks relating to the Subor dinated Notes
RBSG’s obligations under the Subordinated Notes are subordinated

The obligations of RBSG under the Subordinated Notes will be unsecured and subordinated and will rank junior in
priority of payment to the current and future claims of RBSG’s creditors, other than claims in respect of any liability that is,
or is expressed to be, subordinated. We expect fromtime to time to incur additional indebtedness or other obligations that
will constitute senior indebtedness, and the Subordinated Indenture does not contain any provisions restricting our
ability to incur senior indebtedness. Although the Subordinated Notes may pay a higher rate of interest than comparable
notes which are not so subordinated, thereis areal risk that an investor in such Subordinated Notes will lose all or some
of its investment should RBSG beconme insolvent since the assets of RBSGwould be available to pay such amounts only
after all the senior creditors of RBSG have been paid in full. See also “The Subordinated Notes are the subject of the U.K.
bail-in power which may result in your Subordinated Notes being written down to zero or converted into other
securities, including equity securities”.

The Subordinated Notes are obligations exclusively of RBSG

The Subordinated Notes are obligations exclusively of RBSG. RBSGis a holding company and conducts substantially
all of its operations through its subsidiaries. RBSG's subsidiaries are separate and distinct legal entities, and have no
obligation to pay any amounts due or to provide RBSG with funds to meet any of its payment obligations. RBSG’s rights
to participate in the assets of any subsidiary if it is liquidated will be subject to the prior claims of its creditors.
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The Subordinated Notes are the subject of the U.K. bail-in power which may result in your Subordinated Notes
being written down to zero or converted into other securities, including equity securities

The Basel Committee on Banking Supervision (the “Basel Committee”) proposed a number of fundamental reforms to
the regulatory capital framework for internationally active banks which are designed, in part, to ensure that capital
instruments issued by such banks fully absorb losses before tax payers are exposed to loss (the “Basel 11l Reforms”). The
Basel 111 Reforms provide that all non-common equity Tier 1instruments and Tier 2 instruments, such as the Subordinated
Notes, which do not contain any contractual terms providing for their writing off or conversion into ordinary shares, at the
option of the relevant authority, upon the occurrence of a Non-Viability Event (as defined below), would cease to be
eligible to count in full as Additional Tier 1 or Tier 2 capital (as the case may be) from January 1, 2013 unless, among other
things, the jurisdiction of the relevant bank has in place laws that (i) require such instruments to be written off upon the
occurrence of a Non-Viability Event or (ii) otherwise require such instruments fully to absorb losses before tax payers are
exposed to loss.

As used above, “Non-Viability Event” means the earlier of (a) a decision that a write off, without which the relevant
bank would become non-viable, is necessary as determined by the relevant authority; and (b) the decision to make a
public sector injection of capital, or equivalent support, without which the relevant bank would have become non-viable,
as determined by the relevant authority.

The principal elements of the Basel |11 Reforms have been implemented in the European Union under CRD IV (as
defined below) which became effective on January 1, 2014 subject to a series of transitional arrangements and are expected
to be fully effective by 2019.

On June 6, 2012, the European Commission published alegislative proposal for a directive providing for the
establishment of an EU-wide framework for the recovery and resolution of credit institutions and investment firms, known
as the Bank Recovery and Resolution Directive (the “RRD”). Following the political agreement reached by the EU M ember
States and the European Parliament on December 12, 2013, the RRD was adopted by the European Parliament on April 15,
2014 and the Council of the European Union on May 6, 2014. The stated aim of the RRD is to provide supervisory
authorities with common tools and powers to address banking crises pre-emptively in order to safeguard financial stability
and minimize taxpayers’ exposure to losses. The powers to be granted to supervisory authorities under the RRD include
(but are not limited to) the introduction of a statutory bail-in power, which would give the relevant authorities the power to
cancel all or aportion of the principal amount of, or interest on, certain unsecured liabilities (which could include the
Subordinated Notes) of afailing financial institution and/or to convert certain debt claims (which could include the
Subordinated Notes) into another security, including ordinary shares of the surviving Group entity, if any. The mgjority of
measures set out in the RRD (including the power of authorities to write off and/or convert Additional Tier 1and Tier 2
instruments, including the Subordinated Notes) must be implemented by EU Member States with effect from January 1,
2015 and the general bail-in provisions for senior and subordinated debt securities will enter into force from January 1,
2016 at the latest. The U.K. Government has indicated that it did not intend to take advantage of the option of delaying the
application of the bail-in provisions until 2016 and as aresult, the implementation of the bail-in power under the RRD in the
U.K. may be accelerated.

On December 18, 2013, the Banking Reform A ct 2013 became law in the United Kingdom and will be implemented through
secondary legislation which is expected to be completed by May 2015. Among the changes introduced by the Banking
Reform Act 2013, the Banking Act 2009 is amended to insert a bail-in option as part of the powers of the U.K. resolution
authority. On March 13, 2014, Her M ajesty’s Treasury published a consultation on three statutory instruments relating to
bail-in powers which closed on May 7, 2014. The bail-in option will come into force on such date as shall be stipulated by
Her M ajesty’s Treasury. The bail-in option will be introduced as an additional power available to the Bank of England, to
enableit to recapitalize afailed institution by allocating losses to its shareholders and unsecured creditors in a manner that
seeks to respect the hierarchy of claims in liquidation. The bail-in option includes the power to cancel or write-down a
liability such as the Subordinated Notes, to modify the formof aliability (including, for example, the power to convert the
Subordinated Notes into equity) or to provide that a contract under which the institution has aliability is to have effect as
if a specified right had been exercised under it, each for the purposes of reducing, deferring or cancelling the liabilities of
the bank under resolution, as well as to transfer aliability. The conditions for use of the bail-in option are, in summary, that



(i) the regulator determines that the bank is failing or likely to fail, (ii) it is not reasonably likely that any other action can be
taken to avoid the bank's failure and (iii) the U.K. resolution authority determines that the exercise of such power is
necessary having regard to the public interest. The U.K. Government has indicated that the bail-in power introduced under
the Banking Reform A ct 2013 will require some minor modifications in order to fully transpose
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the RRD requirements but that it was of the view that the amendments required would not change the fundamental
characteristics of the bail-in power introduced under the Banking Reform A ct 2013.

The Subordinated Notes include a provision in which holders agree to be bound by the exercise of any U.K. bail-in
power. In addition to the RRD and the amendments to the Banking A ct 2009 by way of the Banking Reform Act 2013
described above, it is possible that the application of other relevant laws, the Basel 111 Reforms (including the EU’s
implementation of the Basel 111 Reforms) or other similar regulatory proposals, could be used in such away as to result in
the Subordinated Notes absorbing losses in the manner described above. The determination that all or part of the principal
amount of the Subordinated Notes will be subject to loss absorption is likely to be inherently unpredictable and may
depend on anumber of factors which may be outside of RBSG’s control. This determination will also be made by RBSG’s
regulator and there may be many factors, including factors not directly related to RBSG, which could result in such a
determination. Because of this inherent uncertainty, it will be difficult to predict when, if at all, the exercise of any U.K. bail-
in power may occur which would result in a principal write off or conversion to equity. Accordingly, trading behavior may
be affected by the threat of bail-in and, as aresult, the Subordinated Notes are not necessarily expected to follow the
trading behavior associated with other types of securities. Potential investors in the Subordinated Notes should consider
therisk that a holder may lose all of its investment, including the principal amount plus any accrued interest, if the U.K.
bail-in power is acted upon or that such Subordinated Notes may be converted into ordinary shares which ordinary shares
may be of little value at the time of conversion.

Furthermore, there can be no assurance that the Basel Committee will not amend the Basel 111 Reforms. Further, the
European Union and/or relevant authorities in the United Kingdommay implement the Basel |11 Reforms, including the
provisions relating to terms which capital instruments are required to have, in amanner that is different fromthat which is
currently envisaged or may impose more onerous requirements on U.K .-incorporated banks. Until fully implemented, RBSG
cannot predict the precise effects of the changes that will result fromthe implementation of the Basel |11 Reforms, the RRD
or the Banking Reform A ct 2013 on the pricing or the market value of the Subordinated Notes. In addition, further changes
in law after the date hereof may affect the rights of holders of the Subordinated Notes as well as the market value of the
Subordinated Notes.

Under the terms of the Subordinated Notes, you have agreed to be bound by the exercise of any U.K. bail-in power
by the relevant U.K. resolution authority

By purchasing the Subordinated Notes, each holder (including each beneficial holder) of the Subordinated Notes
acknowledges, agrees to be bound by and consents to the exercise of any U.K. bail-in power by the relevant U.K.
resolution authority that may result in (i) the cancellation of all, or a portion, of the principal amount of, or interest on, the
Subordinated Notes and/or (ii) the conversion of all, or a portion, of the principal amount of, or interest on, the
Subordinated Notes into shares or other securities or other obligations of RBSG or another person, which U.K. bail-in
power may be exercised by means of variation of the terms of the Subordinated Notes solely to give effect to the
above. With respect to (i) and (ii) above, references to principal and interest shall include payments of principal and
interest that have become due and payable (including principal that has become due and payable at the Maturity Date),
but which have not been paid, prior to the exercise of any U.K. bail-in power. Each holder of the Subordinated Notes
(including each beneficial owner) further acknowledges and agrees that the rights of the holders under the Subordinated
Notes are subject to, and will be varied, if necessary, solely to give effect to, the exercise of any U.K. bail-in power by the
relevant U K. resolution authority expressed to implement such a cancellation or conversion.

Any UK. bail-in power may be exercised in such amanner as to result in you and other holders of Subordinated
Notes losing the value of all or apart of your investment in the Subordinated Notes or receiving a different security from
the Subordinated Notes, which may be worth significantly less than the Subordinated Notes and which have significantly
fewer protections than those typically afforded to debt securities. Moreover, the relevant U.K. resolution authority may
exercise its authority to implement the U.K. bail-in power without providing any advance notice to the holders of the
Subordinated Notes. For more information, see “Description of the Subordinated Notes—Agreement with Respect to the
Exercise of U.K. Bail-in Power”.
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The circumstances under which the relevant U.K. resolution authority would exercise its U.K. bail-in power are
currently uncertain and holders may have limited rights to challenge such exercise

Although there are proposed pre-conditions for the exercise of the U.K. bail-in power, there remains uncertainty
regarding the specific factors which the relevant U K. resolution authority would consider in deciding whether to exercise
the U.K. bail-in power with respect to the relevant financial institution and/or securities, such as the Subordinated Notes,
issued by that institution. M oreover, as the final criteriathat the relevant U.K. resolution authority would consider in
exercising any U.K. bail-in power is likely to provide it with discretion, holders of the Subordinated Notes may not be able
to refer to publicly available criteriain order to anticipate a potential exercise of any such U.K. bail-in power. In addition,
although the U.K. Government has announced that it was of the view that the amendments required to fully transpose the
RRD would not change the fundamental characteristics of the U.K. bail-in power introduced under the Banking Reform
Act 2013, it is not yet possible to assess the full impact of the RRD on the Group and on the holders of the Subordinated
Notes as the RRD remains subject to transposition measures in the United Kingdom and regulatory technical standards
and implementing technical standards to be prepared by the European Banking A uthority.

Although the RRD and the Banking Reform A ct 2013 contain safeguards for creditors in respect of the application of
the “write-down and conversion” and bail-in powers which aimto ensure that they do not incur greater losses than they
would have incurred had the relevant financial institution been wound up under normal solvency conditions, there can be
no assurance that the safeguards will be effective if such powers are exercised.

In addition, there is some uncertainty as to the extent of any due process rights or procedures that will be provided to
holders of securities (including the Subordinated Notes) subject to the U.K. bail-in power and to the broader resolution
powers of the relevant U.K. resolution authority when the RRD is implemented in the United Kingdom. As aresult, holders
of the Subordinated Notes may have limited rights to challenge any decision of the relevant U.K. resolution authority to
exerciseits U.K. bail-in power or to have that decision reviewed by ajudicial or administrative process or otherwise. In
addition, rights to compensation, if any, may be severely limited.

The Subordinated Notes may be redeemed prior to maturity if certain adverse tax or regulatory disqualification
events occur

RBSG may, subject to certain conditions, opt to redeemall, but not some only, of the Subordinated Notes at their
principal amount together with accrued but unpaid interest:

() in the event that it is obliged to pay additional amounts in respect of United Kingdomwithholding tax, or

(i) upon the occurrence of certain other changes in the treatment of the relevant Notes for tax purposes as described
in “Description of the Subordinated Notes—Redemption and Repurchases—Tax Redemption”.

If at any time a Capital Disqualification Event (as defined below) occurs and is continuing in relation to any of the
Subordinated Notes, RBSG may, subject to certain conditions, redeemall, but not some only, of the Subordinated Notes at
their principal amount together with accrued but unpaid interest.

A “Capital Disqualification Event” shall be deemed to have occurred if, as aresult of any amendment to, or changein,
the Capital Regulations (or official interpretation thereof) which are in effect at the Issue Date, the Subordinated Notes are
fully excluded fromTier 2 capital (as defined in the Capital Regulations) of RBSG and/or the Regulatory Group.

“Capital Instruments Regulations” means any regulatory capital rules, regulations or standards which are in the future
applicable to us (on asolo or consolidated basis and including any implementation thereof or supplement thereto by the
PRA fromtimeto time) and which lay down the requirements to be fulfilled by financial instruments for inclusion in our
regulatory capital (on a solo or consolidated basis) as required by (i) the CRD IV Regulation and/or (ii) the CRD IV
Directive and including (for the avoidance of doubt) any regulatory technical standards issued by the European Banking
Authority and adopted by the European Commission.



“Capital Regulations” means, at any time, the regulations, requirements, guidelines and policies relating to capital
adequacy of the PRA or of the European Parliament or of the Council of the European Union then in effect in the United
Kingdom, including, without limitation to the generality of the foregoing, any Capital Instruments Regulations.
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If the Subordinated Notes are to be so redeemed, there can be no assurance that holders of the Subordinated Notes
will be able to reinvest the amounts received upon redemption at arate that will provide the same rate of return as their
investment in the Subordinated Notes.

The Subordinated Notes contain limited Defaults and Events of Default, and the remedies available thereunder
are limited

In addition to Events of Default, the Subordinated Notes contain “Defaults”, being the failure to pay principal or
interest on the Subordinated Notes when it otherwise becomes due and payable (following the expiration of a specified
grace period). If a Default occurs and is continuing with respect to the Subordinated Notes, the Trustee may commence a
proceeding in Scotland (but not elsewhere) for our winding up and/or prove in our winding up, provided that the Trustee
may not, upon the occurrence of a Default, declare the principal amount of any outstanding Subordinated Notes due and
payable. While holders of the Subordinated Notes will similarly not be able to accelerate a repayment of the principal
amount of the Subordinated Notes upon the occurrence of a Default, such holders shall have the right to sue for any
payments that are due but unpaid.

As described in “Description of the Subordinated Notes—Events of Default and Defaults; Limitation of Remedies”,
the Subordinated Notes contain limited Events of Default and remedies. If an order is made for our winding up which is not
successfully appealed within 30 days or upon avalid adoption by our shareholders of an effective resolution for our
winding up (in each case other than under or in connection with a scheme of amalgamation or reconstruction not
involving bankruptcy or insolvency), an Event of Default will occur, but on the occurrence of such an Event of Default
holders of the Subordinated Notes have only limited enforcement remedies. If such an Event of Default with respect to the
Subordinated Notes occurs and is continuing, the Trustee or the holders of at least 25% in aggregate principal amount of
the outstanding Subordinated Notes may declare the principal amount of, and any accrued but unpaid interest on, the
Subordinated Notes to be due and payable immediately.

Prior to the occurrence of an Event of Default, the Subordinated Notes are subject to bail-in in the event the U K. bail-
in power is exercised. As aresult, during such time as the Trustee is seeking to cause our winding up, your claims in such
winding up could still be reduced to zero.

There is no limit on the amount or type of further securities or indebtedness that RBSG may issue, incur or
guarantee

Thereis no restriction on the amount of securities or other liabilities that RBSG may issue, incur or guarantee and
which rank senior to, or pari passu with, the Subordinated Notes. The issue or guaranteeing of any such securities or the
incurrence of any such other liabilities may reduce the amount (if any) recoverable by holders of the Subordinated Notes
on awinding up of RBSGand may limit RBSG’s ability to meet its obligations under the Subordinated Notes. In addition,
the Subordinated Notes do not contain any restriction on RBSG’s ability to issue securities that may have preferential
rights to the Subordinated Notes or securities with similar or different provisions.

The Subordinated Notes may not be a suitable investment for all investors

Each potential investor of the Subordinated Notes must determine the suitability (either alone or with the help of a
financial adviser) of that investment in light of its own circumstances. In particular, each potential investor should:

(i) have sufficient knowledge and experience to make a meaningful evaluation of the Subordinated Notes, the merits
and risks of investing in the Subordinated Notes and the information contained or incorporated by reference in this
prospectus supplement or any applicable supplement to this prospectus supplement;

(i) have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its particular
financial situation, an investment in the Subordinated Notes and the impact such investment will have on its overall
investment portfolio;



(iii)  have sufficient financial resources and liquidity to bear all of the risks of an investment in the Subordinated
Notes, including where the currency for principal or interest payments, i.e., U.S. dollars, is different fromthe currency in
which such potential investor’s financial activities are principally denominated;
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(iv) understand thoroughly the terms of the Subordinated Notes, such as the provisions regarding the U.K. bail-in
power, and be familiar with the behavior of any relevant indices and financial markets, including the possibility that the
Subordinated Notes may become subject to write down or conversion if the U.K. bail-in power is exercised; and

(v) beableto evaluate possible scenarios for economic, interest rate and other factors that may affect its
investment and its ability to bear the applicable risks.

A potential investor should not invest in the Subordinated Notes unless they have the knowledge and expertise
(either alone or with afinancial advisor) to evaluate how the Subordinated Notes will performunder changing conditions,
the resulting effects on the likelihood of and the value of the Subordinated Notes, and the impact this investment will have
on the potential investor’s overall investment portfolio. Prior to making an investment decision, potential investors
should consider carefully, in light of their own financial circumstances and investment objectives, all the information
contained in this prospectus supplement and the base prospectus and incorporated by reference herein and therein.

There is no established trading market for the Subordinated Notes and one may not develop

Weintend to apply to list the Subordinated Notes on the New York Stock Exchange. The Subordinated Notes may
have no established trading market when issued, and one may never develop. If amarket does develop, it may not be
liquid. Therefore, investors may not be able to sell their Subordinated Notes easily or at prices that will provide themwith
ayield comparable to similar investments that have a developed secondary market. This is particularly the case for notes
that are especially sensitive to interest rates, currency or market risks, are designed for specific investment objectives or
strategies, are subject to bail-in, or have been structured to meet the investment requirements of limited categories of
investors. These types of notes would generally have a more limited secondary market and more price volatility than
conventional debt securities. llliquidity may have a material adverse effect on the market value of the Subordinated Notes.

A downgrade, suspension or withdrawal of the rating assigned by any rating agency to the Subordinated Notes
could cause the liquidity or market value of the Subordinated Notes to decline

Upon issuance, the Subordinated Notes will be rated by U.S. nationally recognized statistical ratings organizations
and may in the future be rated by additional rating agencies. Any rating initially assigned to the Subordinated Notes may
be lowered or withdrawn entirely by arating agency if, in that rating agency’s judgment, circumstances relating to the
basis of therating, such as adverse changes to our business, so warrant. Any lowering or withdrawal of arating by a
rating agency could reduce the liquidity or market value of the Subordinated Notes.

The market value of the Subordinated Notes may be influenced by unpredictable factors

Certain factors, many of which are beyond RBSG'’s control, will influence the value of the Subordinated Notes and the
price, if any, at which securities dealers may be willing to purchase or sell the Subordinated Notes in the secondary market,
including:

e thecreditworthiness of RBSGfromtime to time;

e supply and demand for the Subordinated Notes;

e economic, financial, political or regulatory events or judicial decisions that affect RBSG or the financial markets
generally, including the introduction of any financial transactions tax, and

e thetrading price of our Ordinary Shares and/or ADSs.
Accordingly, if aholder sells its Subordinated Notes in the secondary market, it may not be able to obtain a price

equal to the principal amount of the Subordinated Notes or a price equal to the price that it paid for the Subordinated
Notes.
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RECENT DEVELOPMENTS
Q12014 Interim Report
Please refer to our Q1 2014 Interim Report, which contains recent developments, including in relation to the Group’s

operating performance and progress made in relation to the implementation of the Group’s strategic plan, and which is
incorporated by reference herein.
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USE OF PROCEEDS

The net proceeds fromthe issue of the Subordinated Notes are expected to amount to U.S.$2,223,042,500 after
deduction of the underwriting commission and the other expenses incurred in connection with the issue of the
Subordinated Notes. We intend to use the net proceeds of the offering for general corporate purposes.
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CAPITALIZATION OF THEGROUP

The following table shows the Group’s issued and fully paid share capital, owners’ equity and indebtedness on an
unaudited consolidated basis in accordance with International Financial Reporting Standards as at March 31, 2014.

As at March 31, 2014
As

Adjusted
Actual (1)

£ million £ million

Shar e capital — allotted, called up and fully paid

Ordinary shares of £1.00 6,241 6,241
B shares of £0.01 510 510
Dividend access share of £0.01(2)

Non-cumulative preference shares of U.S.$0.01 1 1

Non-cumulative preference shares of €0.01(3) = -
Non-cumulative preference shares of £1.004) - -

6,752 6,752
Retai ned income and other reserves 53572 53,572
Owner s’ equity 60,324 60,324
Gr oup indebtedness
Subordinated liabilities 24,139 25,488
Debt securities in issue 61,755 61,755
Total indebtedness 85,8 87,243
Total capitalization andindebtedness 146,218 147,567

(1) TheAsadjusted’ colum reflects the effects of the issue of the Subordinated Notes offered hereby. Amounts shown
have been converted fromdollars to sterling at arate of $1.6675=£1.00, the rate used to translate assets and liabilities
as at March 31, 2014. We make no representation that amounts have been or could have been or could in the future be
converted into dollars at that rate or any other rate.

(2) Asat March 31, 2014, there was one Dividend access share of £0.01 outstanding.

(3) Asat March 31, 2014, there were 2,044,418 Non-cumulative preference shares of €0.01 outstanding, representing
€20,444 (£14,052, converted fromeuros to sterling at arate of £1.4549, the rate used to translate assets and liabilities
as at the date of issue). We make no representation that amounts have been or could have been or could in the future
be converted into sterling at that rate or any other rate.

(4 Asat March 31, 2014, there were 54,442 Non-cumulative preference shares of £1.00 outstanding, representing £54,442.

Under IFRS, certain preference shares are classified as debt and are included in subordinated liabilities in the table
above.

Buybacks and maturities of debt securities net of issuances since March 31, 2014 amounted to £1.6 billion.

On May 9, 2014, RBSGallotted and issued 32,751,577 new ordinary shares at a subscription price of 305.3288 pence
per share, the gross proceeds being £100 million.

Other than as disclosed above, the information contained in the table above has not changed meaterially since March
31, 2014.
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RATIO OF EARNINGS TO FIXED CHARGES

Three-
Months Year Ended December 31,
Ended
March 31,
2014(3) 2013 2012 2011 2010 2009
Ratio of earnings to combined fixed
charges and preference share
dividends(1)(2)
—including interest on deposits 2.26 (0.34) 0.28 0.85 0.95 0.72
—excluding interest on deposits 5.46 (4.51) (299 (0.37) 0.50 (0.47)
Ratio of earnings to fixed charges only (1)
@
—including interest on deposits 240 (0.36) 0.29 0.85 0.97 0.77
—excluding interest on deposits 6.95 (6.09) (3.8 (0.37) 0.58 (0.71)

@ For this purpose, earnings consist of income before tax and non-controlling interests, plus fixed charges less the
unremitted income of associated undertakings (share of profits less dividends received). Fixed charges consist of
total interest expense, including or excluding interest on deposits and debt securities in issue, as appropriate, and
the proportion of rental expense deemed representative of the interest factor (one third of total rental expenses).

2 The earnings for the years ended 31 December 2013, 2012, 2011, 2010 and 2009, were inadequate to cover total fixed
charges and preference share dividends. The coverage deficiency for total fixed charges and preference share
dividends for the years ended 31 December 2013, 2012, 2011, 2010 and 2009 were £8,641 million, £5,578 million,
£1,39 million, £422 million and £4,034 million, respectively. The coverage deficiency for fixed charges only for the
years ended 31 December 2013, 2012, 2011, 2010 and 2009 were £8,243 million, £5,277 million, £1,396 million, £298
million and £3,099 million, respectively.

3 Based on unaudited numbers.
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DESCRIPTION OF THE SUBORDINATED NOTES

The following isa summary of certain terms of the Subordinated Notes. It supplementsthe description of the
general terms of the debt securities of any serieswe may issue contained in the accompanying prospectus under the
heading “Description of Debt Securities”. If thereisany inconsistency between the following summary and the
description in the accompanying prospectus, the following summary governs.

The Subordinated Notes will beissued in an aggregate principal amount of $2,250,000,000 and will mature on May 28,
2024. The Subordinated Notes will bear interest from (and including) the Issue Date at arate of 5.125% per annum. Interest
will be payable semi-annually in arrears on May 28 and November 28 of each year, commencing on Novermber 28,

2014. The regular record dates for the Subordinated Notes will be May 14 and November 14 of each year immediately
preceding the Interest Payment Dates on May 28 and November 28, respectively.

If any scheduled Interest Payment Date is not a Business Day, we will pay interest on the next Business Day, but
interest on that payment will not accrue during the period fromand after the scheduled Interest Payment Date. If the
scheduled M aturity Date or date of redemption (in the circumstances described in “—Redemption and Repurchases”
below) or repayment is not a Business Day, we may pay interest and principal on the next succeeding Business Day, but
interest on that payment will not accrue during the period fromand after the scheduled M aturity Date or date of
redemption or repayment.

In this description of the Subordinated Notes, the following expressions have the following meanings:

“Business Day” means a day on which commercial banks and foreign exchange markets settle payments and are open
for general business (including dealing in foreign exchange and foreign currency deposits) in New York City and London.

“Capital Disqualification Event” shall be deemed to have occurred if, as aresult of any amendment to, or changein,
the Capital Regulations (or official interpretation thereof) which are in effect at the Issue Date, the Subordinated Notes are
fully excluded from Tier 2 capital (as defined in the Capital Regulations) of RBSG and/or the Regulatory Group.

“Capital Instruments Regulations” means any regulatory capital rules, regulations or standards which are in the future
applicable to us (on a solo or consolidated basis and including any implementation thereof or supplement thereto by the
PRA fromtime to time) and which lay down the requirements to be fulfilled by financial instruments for inclusion in our
regulatory capital (on a solo or consolidated basis) as required by (i) the CRD IV Regulation and/or (ii) the CRD IV
Directive, including (for the avoidance of doubt) any regulatory technical standards issued by the European Banking
Authority and adopted by the European Commission.

“Capital Regulations” means, at any time, the regulations, requirements, guidelines and policies relating to capital
adequacy of the PRA or of the European Parliament or of the Council of the European Union then in effect in the United
Kingdom, including, without limitation to the generality of the foregoing, any Capital Instruments Regulations.

“CRD IV’ means, taken together, (i) the CRD IV Directive, (ii) the CRD IV Regulation and (iii) the Capital Regulations.

“CRD |V Directive” means Directive 2013/36/EU of the European Parliament and of the Council of 26 June 2013 on
access to the activity of credit institutions and the prudential supervision of credit institutions and investment firms
amending Directive 2002/87/EC and repealing Directives 2006/48/EC and 2006/49/EC, and any successor directive.

“CRD IV Regulation” means Regulation (EU) No. 575/2013 of the European Parliament and of the Council of 26 June
2013 on prudential requirements for credit institutions and investment firms amending Regulation (EU) No 648/2012, and
any successor regulation.

“Interest Payment Date” means May 28 and November 28 in each year, commencing November 28, 2014.

“Issue Date” means May 28, 2014.
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“Maturity Date” means May 28, 2024.

“PRA” means the Prudential Regulation A uthority or such other governmental authority in the United Kingdom (or, if
the Issuer becomes domiciled in ajurisdiction other than the United Kingdom, in such other jurisdiction) having primary
supervisory authority with respect to the prudential regulation of the Issuer’s business.

“Regulatory Group” means the Issuer, its subsidiary undertakings, participations, participating interests and any
subsidiary undertakings, participations or participating interests held (directly or indirectly) by any of its subsidiary
undertakings fromtime to time and any other undertakings fromtime to time consolidated with it for regulatory purposes,
in each case in accordance with the rules and guidance of the PRA then in effect.

Redemption and Repur chases

Unless previously redeemed or purchased and cancelled, the Subordinated Notes will be redeemed on the M aturity
Date at 100% of their principal amount, together with any accrued and unpaid interest to (but excluding) the M aturity
Date.

Tax Redemption

We may redeemthe Subordinated Notes at any time in whole but not in part upon not less than 30 calendar days’ nor
more than 60 calendar days’ notice to the holders of Subordinated Notes in the event of certain changes in the taxlaws of
the United Kingdomand certain other limited circumstances. In the event of such redemption, the redemption price of the
Subordinated Notes will be 100% of their principal amount together with any accrued but unpaid payments of interest to
the date of redemption. Any such right of redemption shall only apply to the extent not prohibited by CRD IV and will be
subject to the conditions set forth under “—Conditionsto Redemption and Repurchases” below.

If we elect to redeemthe Subordinated Notes, they will cease to accrue interest fromthe redemption date, unless we
fail to pay the redemption price on the payment date. The circumstances in which we may redeemthe Subordinated Notes
and the applicable procedures are described further in the accompanying prospectus under “Description of Debt
Securities—Redemption”.

Redemption due to a Capital Disqualification Event

We may redeemthe Subordinated Notes at any time in whole but not in part upon not less than 30 calendar days’ nor
more than 60 calendar days’ notice to the holders of Subordinated Notes if, at any time immediately prior to the giving of
the notice referred to above, a Capital Disqualification Event has occurred and is continuing. In the event of such
redemption, the redemption price of the Subordinated Notes will be 100% of their principal amount together with any
accrued and unpaid payments of interest to the date of redemption. Any such right of redemption shall only apply to the
extent not prohibited by CRD IV and will be subject to the conditions set forth under “—Conditionsto Redemption and
Repurchases” below.

If we elect to redeemthe Subordinated Notes, they will cease to accrue interest fromthe redemption date, unless we
fail to pay the redemption price on the payment date.

Repurchase

We may at any time and fromtime to time purchase Subordinated Notes in the open market or by tender or by private
agreement in any manner and at any price or at differing prices. Subordinated Notes purchased or otherwise acquired by
us may be (i) held, (ii) resold or (iii) at our sole discretion, surrendered to the Trustee for cancellation (in which case all
Subordinated Notes so surrendered will forthwith be cancelled in accordance with applicable law and thereafter may not
be re-issued or resold). Any such purchases shall only be permitted to the extent not prohibited by CRD IV and will be
subject to the conditions set forth under “—Conditionsto Redemption and Repurchases” below.



Conditions to Redemption and Repurchases
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Ass of the date hereof, we may only redeem or repurchase the Subordinated Notes prior to the Maturity Date as
provided above provided that (except to the extent that the PRA no longer so requires) we have met the following
conditions:

1. Wehave notified the PRA of our intention to do so at least one month (or such other, longer or shorter
period, as the PRA may then require or accept) before we become committed to the proposed redemption or
repayment; and

2. ThePRA has granted permission to aredemption or repurchase of the Subordinated Notes in accordance
with the provisions of the rules under CRD 1V, upon a satisfactory finding that either of the following
conditions is met, as applicable to the Subordinated Notes:

(i) on or before such redemption or repurchase of any of the Subordinated Notes, we replace such
Subordinated Notes with own funds instruments (each as defined by the Capital Regulations) of an
equal or higher quality on terms that are sustainable for our income capacity; or

(i) we have demonstrated to the satisfaction of the PRA that our Tier 1 capital and Tier 2 capital (as defined
by the Capital Regulations) would, following such redemption or repurchase, exceed the capital ratios
required under the CRD IV Regulation and the combined buffer requirement defined in the CRD IV
Directive by a margin that the PRA may consider necessary on the basis set out in the CRD |V Directive
for it to determine the appropriate level of capital of an institution.

In addition, as of the date hereof, under the CRD 1V rules, we may only redeemthe Subordinated Notes before five
years after the date of issuance of the Subordinated Notes provided that (except to the extent that the PRA no longer so
requires) the following additional conditions are met:

a) thepre-conditions listed in paragraphs (1) or (2) above are met; and

b) inthe case of redemption due to the occurrence of a Capital Disqualification Event as described above
under “—Redenmption and Repurchases— Redemption dueto a Capital Disqualification Event”, (i) the
PRA considers such change to be sufficiently certain and (ii) we demonstrate to the satisfaction of the
PRA that the Capital Disqualification Event was not reasonably foreseeable at the time of the issuance
of the Subordinated Notes; or

¢) inthe case of redemption dueto the occurrence of certain changes in the tax laws of the United
Kingdomas described above under “—Redemption and Repurchases— Tax Redemption”, we
demonstrate to the satisfaction of the PRA that the change in the applicable tax treatment relating to the
Subordinated Notes is material and was not reasonably foreseeable at the time of issuance of the
Subordinated Notes.

The rules under CRD 1V may be modified fromtime to time after the date of issuance of the Subordinated Notes and
we may be required to comply with any additional or alternative preconditions set out in the relevant Capital Regulations
and/or required by the PRA as a prerequisite to its consent to such redenptions or repurchases, at the time.

Agreement with Respect to the Exer cise of U.K. Bail-in Power

By purchasing the Subordinated Notes, each holder (including each beneficial holder) of the Subordinated Notes
acknowledges, agrees to be bound by and consents to the exercise of any U.K. bail-in power (as defined below) by the
relevant UK. resolution authority that may result in (i) the cancellation of all, or a portion, of the principal amount of, or
interest on, the Subordinated Notes and/or (ii) the conversion of all, or a portion, of the principal amount of, or interest on,
the Subordinated Notes into shares or other securities or other obligations of RBSG or another person, which U.K. bail-in
power may be exercised by means of variation of the terms of the Subordinated Notes solely to give effect to the
above. With respect to (i) and (ii) above, references to principal and interest shall include payments of principal and



interest that have become due and payable (including principal that has become due and payable at the Maturity Date),
but which have not been paid, prior to the exercise of any U.K. bail-in power. Each holder (including each beneficial
holder) of the Subordinated Notes further acknowledges and agrees that the rights of the holders under the Subordinated
Notes are subject to, and will be varied, if necessary,
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solely to give effect to, the exercise of any U.K. bail-in power by the relevant U.K. resolution authority expressed to
implement such a cancellation or conversion.

For these purposes, a“U.K. bail-in power” is any write-down and/or conversion power existing fromtime to time
under any laws, regulations, rules or requirements relating to the resolution of banks, banking group companies, credit
institutions and/or investment firms incorporated in the United Kingdomin effect and applicable in the United Kingdomto
us or other members of the Group, including but not limited to any such laws, regulations, rules or requirements which are
implemented, adopted or enacted within the context of a European Union directive or regulation of the European
Parliament and of the Council establishing a framework for the recovery and resolution of credit institutions and
investment firms and/or within the context of a U.K. resolution regime by way of amendment to the Banking A ct 2009, as
the same may be amended fromtime to time (whether pursuant to the Banking Reform A ct 2013 or otherwise), pursuant to
which obligations of a bank, banking group company, credit institution or investment firmor any of its affiliates can be
reduced, cancelled, transferred and/or converted into shares or other securities or obligations of the obligor or any other
person (and areference to the “relevant U.K. resolution authority” is to any authority with the ability to exercise a U .K.
bail-in power).

According to the principles contained in the RRD and the amendmentsto the Banking Act 2009 by way of the
Banking Reform Act 2013, we expect that the relevant U.K. resolution authority would exerciseits U.K. bail-in powers
in respect of the Subordinated Notes having regard to the hierarchy of creditor claims (with the exception of excluded
liabilities) and that the holders of the Subordinated Noteswould be treated pari passu with all other pari passu claims
at that time being subjected to the exercise of the U.K. bail-in powers.

No repayment of the principal amount of the Subordinated Notes or payment of interest on the Subordinated Notes
shall become due and payable after the exercise of any U.K. bail-in power by the relevant U.K. resolution authority unless,
at the time that such repayment or payment, respectively, is scheduled to become due, such repayment or payment would
be permitted to be made by us under the laws and regulations of the United Kingdomand the European Union applicable
to us or other members of the Group.

See also “Risk Factors—Under the terms of the Subordinated Notes, you have agreed to be bound by the exercise of
any U.K. bail-in power by the relevant U.K. resolution authority.”

By purchasing the Subordinated Notes, each holder (including each beneficial holder) of the Subordinated Notes: (i)
acknowledges and agrees that the exercise of the U.K. bail-in power by the relevant U.K. resolution authority with respect
to the Subordinated Notes shall not giveriseto a Default or Event of Default for purposes of Section 315(b) (Notice of
Default) and Section 315(c) (Duties of the Trustee in Case of Default) of the Trust Indenture Act; and (i) to the extent
permitted by the Trust Indenture Act, waives any and all claims against the Trustee for, agrees not to initiate a suit against
the Trustee in respect of, and agrees that the Trustee shall not be liable for, any action that the Trustee takes, or abstains
fromtaking, in either case in accordance with the exercise of the U.K. bail-in power by the relevant U.K. resolution
authority with respect to the Subordinated Notes.

By purchasing the Subordinated Notes, each holder (including each beneficial holder) shall be deemed to have (i)
consented to the exercise of any U.K. bail-in power as it may be imposed without any prior notice by the relevant U.K.
resolution authority of its decision to exercise such power with respect to the Subordinated Notes and (ii) authorized,
directed and requested DTC and any direct participant in DTC or other intermediary through which it holds such
Subordinated Notes to take any and all necessary action, if required, to implement the exercise of any U.K. bail-in power
with respect to the Subordinated Notes as it may be imposed, without any further action or direction on the part of such
holder.

Upon the exercise of the U.K. bail-in power by the relevant U.K. resolution authority with respect to the Subordinated
Notes, we shall provide awritten notice to DTC as soon as practicable regarding such exercise of the U.K. bail-in power
for purposes of notifying holders of such occurrence. We shall also deliver a copy of such notice to the Trustee for
information purposes.



Events of Default and Defaults; Limitation of Remedies
An “Event of Default” with respect to the Subordinated Notes shall result if:

e acourt of competent jurisdiction makes an order for our winding up which is not successfully appealed within 30
days; or
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« an effective shareholders’ resolution is validly adopted for our winding up,

in each case other than under or in connection with a scheme of amalgamation or reconstruction not involving a
bankruptcy or insolvency.

There are no other Events of Default under the Subordinated Notes. If an Event of Default with respect to the
Subordinated Notes occurs and is continuing, the Trustee or the holder or holders of at least 25% in aggregate principal
amount of the outstanding Subordinated Notes may declare the principal amount of, and any accrued but unpaid
payments on the Subordinated Notes to be due and payable immediately in accordance with the terms of the Subordinated
Indenture. However, after this declaration but before the Trustee obtains ajudgment or decree for payment of money due,
the holder or holders of a mgjority in aggregate principal amount of the outstanding Subordinated Notes may rescind the
declaration of acceleration and its consequences, but only if all Events of Default have been remedied and all payments
due, other than those due as aresult of acceleration, have been made.

Defaults

In addition to Events of Default, the Subordinated Indenture also separately provides for Defaults. A “Default” with
respect to the Subordinated Notes shall result if:

e any installment of interest is not paid on or before its Interest Payment Date and such failure continues for 14
days; or

o all orany part of the principal amount of the Subordinated Notes is not paid when it otherwise becomes due and
payable, whether upon redemption or otherwise and such failure continues for seven days.

If a Default occurs and is continuing, the Trustee may commence a proceeding in Scotland (but not elsewhere) for our
winding up, but the Trustee may not declare the principal amount of the outstanding Subordinated Notes due and
payable.

However, failure to make any payment on the Subordinated Notes shall not be a Default if it is withheld or refused,
upon independent counsel’s advice delivered to the Trustee, in order to comply with any applicable fiscal or other law or
regulation or order of any court of competent jurisdiction. In such case, the Trustee may require us to take any action
which, upon independent counsel’s advice delivered to the Trustee, is appropriate and reasonable in the circumstances
(including proceedings for a court declaration), in which case we shall immediately take and expeditiously proceed with the
action and shall be bound by any final resolution resulting therefrom. If any such action results in a determination that the
relevant payment can be made without violating any applicable law, regulation or order then the payment shall become
due and payable on the expiration of the applicable 14-day or seven-day period after the Trustee gives written notice to us
informing us of such determination.

Upon the occurrence of any Event of Default or Default, we shall give prompt written notice to the Trustee. In
accordance with the Subordinated Indenture, the Trustee may proceed to protect and enforce its rights and the rights of
the holders of the Subordinated Notes whether in connection with any breach by us of our obligations under the
Subordinated Notes, the Subordinated Indenture or otherwise, including by judicial proceedings, provided that we shall
not, as aresult of any such action by the Trustee, be required to pay any amount representing or measured by reference to
principal or interest on the Subordinated Notes prior to any date on which the principal of, or any interest on, the
Subordinated Notes would have otherwise been payable.

Other than the limited remedies specified above, no remedy against us shall be available to the Trustee or the holders
of the Subordinated Notes whether for the recovery of amounts owing in respect of such Subordinated Notes or under the
Subordinated Indenture or in respect of any breach by us of our obligations under the Subordinated Indenture or in
respect of the Subordinated Notes, except that the Trustee and the holders shall have such rights and powers as they are
entitled to have under the Trust Indenture Act of 1939 (the “Trust Indenture Act”), including the Trustee’s prior lien on
any amounts collected following a Default or Event of Default for payment of the Trustee’s fees and expenses, and



provided that any payments on the Subordinated Notes are subject to the subordination provisions set forth in the
Subordinated Indenture.
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Assumption

Subject to applicable law and regulation, any of our wholly-owned subsidiaries may assume our obligations under the
Subordinated Notes without the consent of any holder, provided that certain conditions are satisfied, including that under
the Subordinated Indenture we unconditionally guarantee the obligations of the subsidiary under the Subordinated Notes
and that we obtain the prior consent of, or give notification to (and no objection is raised by), the PRA. If we do, all of our
direct obligations under the Subordinated Notes and the Subordinated Indenture shall immediately be discharged. Any
Additional Amounts under the Subordinated Notes will be payable in respect of taxes imposed by the jurisdiction in which
the assuming subsidiary is organized or is atax resident, subject to exceptions equivalent to those that apply to any
obligation to pay Additional Amounts in respect of taxes imposed by any U.K. taxing jurisdiction, rather than taxes
imposed by any U.K. taxing jurisdiction. The subsidiary that assumes our obligations will also be entitled to redeemthe
Subordinated Notes in the circumstances described in “—Redemption and Repurchases” above with respect to any
change or amendment to, or change in the application or official interpretation of, the laws or regulations (including any
treaty) of the assuming subsidiary’s jurisdiction of organization, provided that such right of redemption shall only apply
to the extent not prohibited by CRD IV and will be subject to the conditions set forth above under “Redemption and
Repurchases—Conditionsto Redemption and Repurchases”.

For U.S. federa income tax pur poses, an assumption of our obligations under the Subor dinated Notes might be
deemed to be an exchange of the Subor dinated Notes for new subor dinated notes by each beneficial owner, resulting in
recognition of ataxable gain or 1oss for those pur poses and passibly certain other adver se tax consequences. You should
consult your tax advisor regarding the U.S. federal, state and local income tax consequences of an assumption.

General

The Subordinated Notes will constitute our direct, unconditional, unsecured and subordinated obligations ranking
pari passu without any preference among themselves and ranking junior in right of payment to the claims of any existing
and future unsecured and unsubordinated indebtedness. In awinding up or in the event that an administrator has been
appointed in respect of us and notice has been given that it intends to declare and distribute a dividend, all payments on
the Subordinated Notes will be subordinated to, and subject in right of payment to the prior payment in full of, all claims of
all of our creditors other than claims in respect of any liability that is, or is expressed to be, subordinated to the claims of
all or any of our creditors, whether only in the event of awinding up or otherwise. The ranking of our obligations shall be
set out in the manner provided in the Subordinated Indenture. In addition, because we are a holding company, our rights
to participate in the assets of any subsidiary if it is liquidated will be subject to the prior claims of its creditors, including in
the case of bank subsidiaries, their depositors, except to the extent that we may be a creditor with recognized claims
against the subsidiary.

The Subordinated Notes will constitute a separate series of subordinated debt securities issued under the
Subordinated Indenture. Book-entry interests in the Subordinated Notes will be issued in minimum denominations of
$100,000 and in integral multiples of $1,000in excess thereof. Interest on the Subordinated Notes will be computed on the
basis of a 360-day year of twelve 30-day months.

The principal corporate trust office of the Trustee in London, United Kingdom, is designated as the principal paying
agent. We may at any time designate additional paying agents or rescind the designation of paying agents or approve a
change in the office through which any paying agent acts.

We will issue the Subordinated Notes in fully registered form. The Subordinated Notes will be represented by global
securities registered in the name of anominee of DTC. You will hold beneficial interest in the Subordinated Notes through
the DTC and its participants. The Underwriters expect to deliver the Subordinated Notes through the facilities of the DTC
onmAY 28, 2014. For a more detailed summary of the formof the Subordinated Notes and settlement and clearance
arrangements, you should read “Description of Debt Securities—Formof Debt Securities; Book-Entry System” in the
accompanying prospectus. Indirect holders trading their beneficial interests in the Subordinated Notes through the DTC
must trade in the DTC’s same-day funds settlement systemand pay in immediately available funds. Secondary market
trading through Euroclear and Clearsteamwill occur in the ordinary way following the applicable rules and operating



procedures of Euroclear and Clearstream Banking.
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Definitive debt securities will only beissued in limited circumstances described under “Description of Debt
Securities—Formof Debt Securities; Book-Entry System—Issuance of Definitive Securities” in the accompanying
prospectus.

Payment of principal of and interest on the Subordinated Notes, so long as the Subordinated Notes are represented
by global securities, will be made in immediately available funds. Beneficial interests in the global securities will trade in
the same-day funds settlement system of the DTC, and secondary market trading activity in such interests will therefore
settle in same-day funds.

We may, fromtime to time, without the consent of the holders of the Subordinated Notes, issue additional notes
under the Subordinated Indenture having the same ranking and same interest rate, maturity date, redemption terms and
other terms as the Subordinated Notes described in this prospectus supplement except for the price to the public and
issue date. Any such additional notes, together with the Subordinated Notes offered by this prospectus supplement, may
constitute a single series of securities under the Subordinated Indenture, provided that if such additional notes have the
same CUSIP, ISIN or other identifying number as the outstanding Subordinated Notes, such additional notes must be
fungible with the Subordinated Notes for U.S. federal income tax purposes. Thereis no limitation on the amount of notes
or other debt securities that we may issue under the Subordinated Indenture.

Payment of Additional Amounts

The government of the United Kingdommay require us to withhold or deduct amounts from payments of principal or
interest on the Subordinated Notes, for taxes or other governmental charges. If such awithholding or deduction is
required, we may be required, subject to certain exceptions, to pay additional amounts such that the net amount paid to
holders of the Subordinated Notes, after such deduction or withholding, equals the amount that would have been payable
had no such withholding or deduction been required. For more information on additional amounts and the situations in
which we must pay additional amounts, see “Description of Debt Securities—Additional Amounts” in the accompanying
prospectus.

Waiver of Right to Set-Off

By accepting a Subordinated Note, each holder will be deemed to have waived any right of set-off, counterclaimor
combination of accounts with respect to such Subordinated Note or the Subordinated Indenture (or between our
obligations under or in respect of any Subordinated Note and any liability owed by a holder) that they might otherwise
have against us, whether before or during our winding up, liquidation or administration. Notwithstanding the above, if any
such rights and claims of any such holder against us are discharged by set-off, such holder will immediately pay an
amount equal to the amount of such discharge to us or, in the event of awinding up or administration, the liquidator or
administrator (or other relevant insolvency official), as the case may be, on trust for senior creditors, and until such time as
payment is made will hold a sumequal to such amount in trust for senior creditors, and accordingly such discharge shall
be deemed not to have taken place.

Discharge

We can legally release ourselves fromany payment or other obligations on the Subordinated Notes, except for
various obligations described below, if the Subordinated Notes have become due and payable or will become due and
payable at their stated maturity within one year or are to be called for redemption within one year and we deposit in trust
for your benefit and the benefit of all other direct holders of the Subordinated Notes a combination of money and U.S.
government or U.S. government agency notes or bonds that will generate enough cash to make interest, principal and any
other payments on the Subordinated Notes on their various due dates; provided that such right of discharge shall only
apply to the extent not prohibited by CRD IV. As of the date hereof, we may only legally release ourselves from
obligations, provided that (except to the extent that the PRA no longer so requires) (i) we have notified the PRA of our
intention to do so at least one month (or such other, longer or shorter period, as the PRA may then require or accept)
before we become committed to the proposed discharge, and no objection thereto has been raised by the PRA or (if
required) the PRA has provided its consent thereto, (ii) such right shall only apply to the extent not prohibited by CRD IV



and (i) we have complied with any other requirements of the PRA applicable at the time to such discharge, including,
without limitation, any notice or consent requirements then applicable.

In addition, on the date of such deposit, we must not be in default. For purposes of this no-default test, a Default
would include an Event of Default that has occurred and not been cured, as described under “Description of
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Debt Securities—Events of Default and Defaults; Limitation of Remedies—Subordinated Debt Securities Event of
Default or Capital Securities Event of Default” in the accompanying prospectus. A Default for this purpose would also
include any event that would be an Event of Default if the requirements for giving us default notice or our Default having
to exist for a specific period of time were disregarded.

However, even if we take these actions, a number of our obligations under the Subordinated Indenture will remain.
Trustee; Direction of Trustee

The Trustee for the holders of the Subordinated Notes will be The Bank of New York Mellon, acting through its
London Branch. See “—Events of Default and Defaults; Limitation of Remedies” above for a description of the Trustee’s
procedures and remedies available in connection with an Event of Default or Default.

The Issuer’s obligations to indenmnify the Trustee in accordance with Section 6.07 of the Base Subordinated
Indenture, as amended by Section 3.23 of the First Supplemental Subordinated Indenture, shall survive the exercise of the
U.K. bail-in power by the relevant U.K. resolution authority with respect to the Subordinated Notes.

By its acquisition of the Subordinated Notes, each holder of the Subordinated Notes acknowledges and agrees that,
upon the exercise of any U.K. bail-in power by the relevant U.K. resolution authority, (a) the Trustee shall not be required
to take any further directions from holders of the Subordinated Notes under Section 5.12 (Control by Holders) of the Base
Subordinated Indenture, which authorizes holders of a mgjority in aggregate outstanding principal amount of the
Subordinated Notes to direct certain actions relating to the Subordinated Notes, and (b) none of the Base Subordinated
Indenture, the First Supplemental Subordinated Indenture or the Fourth Supplemental Subordinated Indenture shall
impose any duties upon the Trustee whatsoever with respect to the exercise of any U.K. bail-in power by the relevant U .K.
resolution authority. Notwithstanding the foregoing, if, following the completion of the exercise of the U.K. bail-in power
by the relevant U.K. resolution authority, the Subordinated Notes remain outstanding (for exanmple, if the exercise of the
U.K. bail-in power results in only a partial write-down of the principal of the Subordinated Notes), then the Trustee’s
duties under the Indenture shall remain applicable with respect to the Subordinated Notes following such completion to
the extent that the Issuer and the Trustee shall agree pursuant to a supplemental indenture or an amendment to the Fourth
Supplemental Subordinated Indenture.

In addition to the foregoing, the Trustee may decline to act or accept direction fromholders unless it receives written
direction fromholders representing a mgjority in aggregate principal amount of the Subordinated Notes and security
and/or indemmity satisfactory to the Trustee in its sole discretion. The Subordinated Indenture shall not be deemed to
require the Trustee to take any action which may conflict with applicable law, or which may be unjustly prejudicial to the
holders not taking part in the direction, or which would subject the Trustee to undue risk or for which it is not indemnified
to its satisfaction in its sole discretion.

The Trustee makes no representations regarding, and shall not be liable with respect to, the information set forth in
this prospectus supplement.

Subsequent Holder s> Agreement

Holders of the Subordinated Notes that acquire the Subordinated Notes in the secondary market shall be deemed to
acknowledge, agree to be bound by and consent to the same provisions specified herein to the same extent as the holders
of the Subordinated Notes that acquire the Subordinated Notes upon their initial issuance, including, without limitation,
with respect to the acknowledgement and agreement to be bound by and consent to the terms of the Subordinated Notes
related to the U.K. bail-in power.

Gover ning Law

The Subordinated Notes and the Subordinated Indenture will be governed by and construed in accordance with the
laws of the State of New York, except that, as the Subordinated Indenture specifies, the subordination provisions and the



waiver of the right to set-off by the holders and by the Trustee acting on behalf of the holders with respect to the
Subordinated Notes will be governed by and construed in accordance with the laws of Scotland.
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Listing

Weintend to apply to list the Subordinated Notes on the New York Stock Exchange in accordance with its rules.
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UK. AND U.S. FEDERAL TAX CONSEQUENCES

Thefollowing is a summary of material U.K. and U.S. federal income tax consequences of the ownership and
disposition of the Subordinated Notes by a“U.S. holder” described below, that is not connected with us for relevant tax
purposes, that holds the Subordinated Notes as capital assets and that purchases the Subordinated Notes in their initial
offering at their “issue price”, which will be equal to the first price at which a substantial amount of the Subordinated
Notes is sold for money to the public (not including bondhouses, brokers or similar persons or organizations acting in the
capacity of underwriters, placement agents or wholesalers). For purposes of this discussion, a“U.S. holder” is a beneficial
owner of a Subordinated Note that is for U.S. federal income tax purposes (i) a citizen or individual resident of the United
States, (i) a corporation, or other entity taxable as a corporation for U.S. federal income tax purposes, created or organized
in or under the laws of the United States, any state thereof or the District of Columbia, or (iii) an estate or trust the income
of which is subject to U.S. federal income taxation regardless of its source.

This discussion does not describe all of the tax consequences that may be relevant to U.S. holders in light of their
particular circumstances, including alternative minimumtax and M edicare contribution tax consequences, as well as
differing tax consequences that may apply to holders subject to special rules, such as:

o holders who are resident in the United Kingdomfor U K. tax purposes;

o certain financial institutions;

e insurance companies;

e dealersin securities or foreign currencies;

e persons holding Subordinated Notes as part of ahedge or other integrated transaction;

e persons whose functional currency is not the U.S. dollar;

e partnerships or other entities classified as partnerships for U.S. federal income tax purposes; or

e persons carrying on atrade in the United Kingdomthrough a permanent establishment in the United Kingdom or

carrying on atrade, profession or vocation in the United Kingdomthrough a branch or agency in the United
Kingdom.

If apartnership holds a Subordinated Note, the U.S. federal income tax treatment of a partner generally will depend
upon the status of the partner and the activities of the partnership. A partnership or partner of a partnership holding a
Subordinated Note should consult its tax advisor.

The statements regarding U.K. and U.S. tax laws and practices set out below, including those regarding the U.K./U.S.
double taxation convention relating to income and capital gains (the “Treaty”), are based on those laws, practices and
conventions as of the date of this prospectus supplement, save where expressly stated to the contrary. They are subject
to changes in those laws, practices and conventions, and any relevant judicial decision, which changes may have
retroactive effect. This summary is not exhaustive of all possible tax considerations that may be relevant in the particular
circumstances of each U.S. holder. In particular, this summary does not deal with the tax treatment of the Subordinated
Notes following any exercise of U.K. bail-in power. You should satisfy yourself as to the tax consequences in your own
particular circumstances of the acquisition, ownership and disposition of the Subordinated Notes.

United Kingdom

Interest that we pay on the Subordinated Notes will not be subject to withholding or deduction for or on account
of UK. tax, provided that either:



the Taxation of Regulatory Capital Securities Regulations 2013 (the “Regulations”) apply to the
Subordinated Notes, which will be the case if (i) the Subordinated Notes qualify as Tier 2 instruments under
Article 63 of the CRD IV Regulation (as amended fromtime to time) and such Subordinated Notes form, or
formed, a component of Tier 2 capital for the purposes of the CRD IV Regulation (as
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amended fromtime to time), and (ii) there are no arrangements the main purpose, or one of the main
purposes, of which is to obtain atax advantage for any person as aresult of such application of the
Regulations, or

2. the Subordinated Notes are and remain listed on the New York Stock Exchange or some other “recognised
stock exchange” within the meaning of Section 1005 of the Income Tax A ct 2007.

In all other cases, U.K. income tax must generally be withheld at the basic rate (currently 20%), unless one of certain
exceptions relating to the status of the holder applies. In particular, certain U.S. holders will be entitled to receive
payments free of withholding of U.K. income tax under the Treaty and will under current HM Revenue & Customs
(“HMRC”) administrative procedures be able to make a claimfor the issuance of a direction by HMRC to this
effect. However, such directions will be issued only on prior application to the relevant tax authorities by the holder in
question. If such adirection is not given, we will generally be required to withhold tax, although a U.S. holder entitled to
relief under the Treaty may subsequently claimthe amount withheld fromHM RC.

Payments of interest on the Subordinated Notes have a U.K. source and may be chargeable to U.K. tax by direct
assessment. Where the payments are made without withholding or deduction, the payments will not be assessed to U.K.
taxif you are not resident in the United Kingdom, except if you carry on atrade, profession or vocation in the United
Kingdomthrough a U.K. branch or agency, or in the case of a corporate U.S. holder, if you carry on atrade in the U.K.
through a permanent establishment in the U.K. in connection with which the payments are received or to which the
Subordinated Notes are attributable, in which case (subject to exemptions for payments received by certain categories of
agent) tax may be levied on the U.K. branch or agency or permanent establishment.

Any person in the U.K. paying interest to, or receiving interest on behalf of, certain other persons, may be required to
provide information in relation to the payment (including the name and address of the beneficial owner of the interest,
whether or not resident in the United Kingdom) to HMRC. HMRC may communicate this information to the tax authorities
of other jurisdictions.

Disposal (Including Redemption). Subject to the provisions set out in the next paragraph in relation to temporary
non-residents, aU.S. holder will not, upon disposal (including redemption) of a Subordinated Note, be liable for U.K.
taxation on gains realized, unless at the time of the disposal the U.S. holder carries on atrade, profession or vocation in the
U.K. through abranch or agency in the U.K. or, in the case of a corporate U.S. holder, if the U.S. holder carries on atrade
in the U.K. through a permanent establishment in the U.K. and the Subordinated Note was used in or for the purposes of
the trade, profession or vocation or acquired for use and used by or held for the purposes of that branch or agency or
permanent establishment.

A U.S. holder who is an individual and who has ceased to be resident for tax purposes in the U.K. for a period of five
taxyears or less and who disposes of a Subordinated Note during that period may be liableto UK. taxon chargeable
gains arising during the period of absence in respect of the disposal (including redemption), subject to any available
exemption or relief.

A U.S. holder who is an individual or other non-corporation taxpayer will not, upon transfer or redemption of a
Subordinated Note, recognize any U.K. income tax charge on accrued but unpaid payments of interest, unless the U.S.
holder at any time in the relevant tax year carried on atrade in the United Kingdomthrough a branch or agency to which
the Subordinated Note s attributable.

Annual Tax Charges. Corporate U.S. holders who do not carry on atrade in the United Kingdomthrough a
permanent establishment in the U.K. to which the Subordinated Notes are attributable will not be liable to U.K. tax charges
or relief by reference to fluctuations in exchange rates or in respect of profits, gains and losses arising fromthe
Subordinated Notes.

Stamp Duty and Stamp Duty Reserve Tax. No U.K. stamp duty or stamp duty reserve tax should be payable on the
issue or redemption of the Subordinated Notes. Provided that the Regulations apply to the Subordinated Notes (see



above), no U.K. stamp duty or stamp duty reserve tax will be payable on the transfer of the Subordinated

Notes. Regardless of whether the Regulations apply to the Subordinated Notes, paperless transfers of (or agreements to
transfer) Subordinated Notes held in a clearance service should generally not be liable to U.K. stamp duty or, provided
that such service has not made an election under section 97A of the Finance Act 1986 that is applicable to the
Subordinated Notes, to U.K. stamp duty reserve tax.



S28

European Union Directive on Taxation of Savings Income. The Savings Directive requires EU M ember States to
provide to the tax authorities of other EU M ember States details of payments of interest and other similar income paid by a
person within its jurisdiction to (or for the benefit of) an individual resident in that other Member State or to certain limited
types of entities established in that other EU M ember State. However, for atransitional period, A ustriaand Luxembourg
are instead required to operate awithholding system (subject to a procedure whereby, on meeting certain conditions, the
beneficial owner of the interest or other income may request that no tax be withheld) unless during such period they elect
otherwise (the ending of such transitional period being dependent upon the conclusion of certain other agreements
relating to information exchange with certain other countries). On April 10, 2013, the Luxembourg Ministry of Finance
announced that Luxembourg’s transitional period will end with effect from January 1, 2015. A number of non-EU countries
and territories including Switzerland have adopted similar measures to the Savings Directive (a withholding systemin the
case of Switzerland). On March 24, 2014, the Council of the European Union adopted a directive amending the Savings
Directive which will, when implemented, amend and broaden the scope of the requirements described above. In particular,
additional steps may be required in certain circumstances to be taken to identify the beneficial owner of interest
payments. EU Member States are required to implement national legislation giving effect to these changes by January 1,
2016 (which national legislation must apply fromJanuary 1, 2017). Investors who are in any doubt as to their position
should consult their professional advisers.

United States

Characterization of the Subordinated Notes. Thereis no direct legal authority as to the proper U.S. federal income
taxtreatment of an instrument that is denominated as a debt instrument and has significant debt features, but is subject to
statutory bail-in powers such as the U.K. bail-in power. Therefore, prospective investors should consult their tax advisers
as to the proper characterization of the Subordinated Notes for U.S. federal income tax purposes. We believe the
Subordinated Notes should be treated as debt for U.S. federal income tax purposes and the remainder of this discussion so
assumes.

Payments of Interest. Interest on a Subordinated Note (including any U.K. tax withheld) will be includable in income
by aU.S. holder as ordinary interest income at the time it accrues or is received in accordance with the U.S. holder’s
method of accounting for U.S. federal income tax purposes. Interest income fromthe Subordinated Notes (including any
U.K. taxwithheld) will constitute foreign source income, which may be relevant to a U.S. holder in calculating the U.S.
holder’s foreign tax credit limitation. The limitation on foreign taxes eligible for credit is calculated separately with respect
to specific classes of income.

Sale, Exchange or Redemption. A U.S. holder will, upon sale, exchange or redemption of a Subordinated Note,
generally recognize capital gain or loss for U.S. federal income tax purposes in an amount egual to the difference between
the amount realized (not including amounts attributable to accrued interest, which will be treated as ordinary interest
income) and the U.S. holder’s tax basis in the Subordinated Note. Any gain or loss will generally be U.S. source capital
gain or loss and will be treated as long-term capital gain or loss if the Subordinated Note has been held for more than one
year at the time of disposition. The deductibility of capital losses is subject to limitations.

Backup Withholding and Information Reporting. Information returns may be filed with the Internal Revenue Service
in connection with payments on the Subordinated Notes and the proceeds froma sale or other disposition of the
Subordinated Notes. A U.S. holder may be subject to backup withholding at a current rate of 28% on these payments and
proceeds if the U.S. holder fails to provide its taxpayer identification number and conply with certain certification
procedures or otherwise establish an exemption frombackup withholding. The amount of any backup withholding froma
payment to a U.S. holder will be allowed as a credit against the U.S. holder’s U.S. federal income tax liability and may
entitle the U.S. holder to arefund, provided that the required information is furnished to the Internal Revenue Service.

Certain U.S. holders who are individuals (and under proposed Treasury Regulations, certain entities) may be required
to report information relating to non-U.S. accounts through which the U.S. holders may hold their Subordinated Notes (or
information regarding the Subordinated Notes if the Subordinated Notes are not held
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through any financial institution). U.S. holders should consult their tax advisers regarding their reporting obligations
with respect to the Subordinated Notes.
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UNDERWRITING/CONFLICTS OF INTEREST

We and the underwriters for the offering named below (the “Underwriters”) have entered into an underwriting
agreement and a pricing agreement with respect to the Subordinated Notes. Subject to certain conditions, we have agreed
to sell to the Underwriters and each Underwriter has severally agreed to purchase the respective principal amounts of the
Subordinated Notes indicated opposite such Underwriter’s name in the following table.

Principal
Amount of
Subor dinated
Notes
Underwriters

RBS Securities Inc. $1,170,000,000
Citigroup Gobal Markets Inc. $ 281,250,000

Merrill Lynch, Pierce, Fenner & Smith
Incorporated . $ 281,250,000
Wells Fargo Securities, LLC $ 180,000,000
ABN AMRO Securities (USA) LLC. $ 33,750,000
BM O Capital Markets Corp. $ 33,750,000
BNY Mellon Capital Markets, LLC $ 33,750,000
Capital One Securities, Inc. $ 33,750,000
CIBCWorld Markets Corp. $ 33,750,000
Danske Markets Inc. $ 33,750,000
INGFinancial Markets LLC $ 33,750,000
nabSecurities, LLC $ 33,750,000
National Bank of Canada Financial Inc. $ 33,750,000
TD Securities (USA) LLC $ 33,750,000
Total $2,250,000,000

The underwriting agreement and the pricing agreement provide that the obligations of the Underwriters are subject to
certain conditions precedent and that the Underwriters have undertaken to purchase all the Subordinated Notes offered
by this prospectus supplement if any of these Subordinated Notes are purchased.

Subordinated Notes sold by the Underwriters to the public will initially be offered at the initial public offering price set
forth on the cover of this prospectus supplement and may be offered to certain dealers at such initial public offering price
less a selling concession not to exceed 0.300% of the principal amount of the Subordinated Notes. The Underwriters may
alow, and dealers may re-allow, a concession on sales to other dealers not to exceed 0.075% of the principal amount of the
Subordinated Notes. If all the Subordinated Notes are not sold at the initial public offering price, the Underwriters may
change the offering price and the other selling terms.

Weintend to apply for thelisting of the Subordinated Notes on the New York Stock Exchange. The Subordinated
Notes are a new issue of securities with no established trading merket. We have been advised by the Underwriters that
the Underwriters intend to make a market in the Subordinated Notes, but they are not obligated to do so and may
discontinue market-making at any time without notice. No assurance can be given as to the liquidity of the trading market
for the Subordinated Notes.

The Subordinated Notes will settle through the facilities of the DTC and its participants (including Euroclear and
Clearstream Banking). The CUSIP number for the Subordinated Notes is 780099 CH8 and the ISIN is US780099CH8L1.

Certain of the Underwriters may not be U.S. registered broker-dealers and accordingly will not effect any sales within
the United States except in compliance with applicable U.S. laws and regulations, including the rules of the Financial
Industry Regulatory Authority (“FINRA™).

We estimate that our total expenses for the offering, excluding underwriting commissions, will be approximately
$250,000. Certain of the underwriters have agreed to reimburse us for a portion of our expenses.



We have agreed to indemnify the several Underwriters against certain liabilities, including liabilities under the
Securities Act of 1933, as amended.

It is expected that delivery of the Subordinated Notes will be made against payment on or about the date specified in
the last paragraph of the cover page of this prospectus supplement, which will be the fourth Business Day following the
date of pricing of the Subordinated Notes (such settlement cycle being referred to as “T+4”). Trades in the secondary
market generally are required to settle in three Business Days, unless the parties to any such trade expressly agree
otherwise. A ccordingly, purchasers who wish to trade Subordinated Notes on the date of pricing or the next succeeding
Business Day will be required, by virtue of the fact that the Subordinated Notes initially will settlein T+4, to specify an
alternate settlement cycle at the time of any such trade to prevent afailed settlement. Purchasers of Subordinated Notes
who wish to trade Subordinated Notes on the date of pricing or the next Business Day should consult their own advisors.
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Conflicts of Inter est

RBSS!, an affiliate of RBSG, is a FINRA member and an Underwriter in this offering, and has a ““conflict of interest”
within the meaning of FINRA Rule 5121. Accordingly, this offering will be made in compliance with the applicable
provisions of FINRA Rule 5121. RBSSI is not permitted to sell Subordinated Notes in this offering to an account over
which it exercises discretionary authority without the prior specific written approval of the account holder.

Some of the Underwriters and their affiliates have engaged in, and may in the future engage in, investment banking
and other commercial dealings in the ordinary course of business with us or our affiliates. They have received, or may in
the future receive, customary fees and commissions for these transactions. In addition, in the ordinary course of their
business activities, the Underwriters and their affiliates may make or hold a broad array of investments and actively trade
debt and equity securities (or related derivative securities) and financial instruments (including bank loans) for their own
account and for the accounts of their customers. Such investments and securities activities may involve securities and/or
instruments of ours or our affiliates. Certain of the Underwriters or their affiliates that have alending relationship with us
routinely hedge their credit exposure to us consistent with their customary risk management policies. Typically, such
Underwriters and their affiliates would hedge such exposure by entering into transactions which consist of either the
purchase of credit default swaps or the creation of short positions in our securities, including potentially the notes offered
hereby. Any such short positions could adversely affect future trading prices of the notes offered hereby. The
Underwriters and their affiliates may also make investment recommendations and/or publish or express independent
research views in respect of such securities or financial instruments and may hold, or recommend to clients that they
acquire, long and/or short positions in such securities and instruments.

In connection with the offering, the Underwriters are not acting for anyone other than us and will not be responsible
to anyone other than us for providing the protections afforded to their clients nor for providing advice in relation to the
offering.

Stabilization Transactions and Short Sales

In connection with the offering, each Underwriter (or any person acting for such Underwriter) may engage in short
sales, stabilizing transactions and purchases to cover positions created by short sales.

Short sales involve the sale by the Underwriters of a greater aggregate principal amount of Subordinated Notes than
they are required to purchase fromus in the offering.

Stahilizing transactions consist of certain bids or purchases made for the purpose of preventing or retarding a decline
in the market price of the Subordinated Notes while the offering is in progress. Each Underwriter (or any person acting for
such Underwriter) may over-allot Subordinated Notes or effect transactions with a view to supporting the market price of
the Subordinated Notes at alevel higher than that which might otherwise prevail. However, there is no obligation or
assurance that any Underwriter (or any person acting on behalf of such Underwriter) will undertake any such stabilization
action. Any such stabilization action may begin on or after the date on which adequate public disclosure of the terms of
the offer of the Subordinated Notes is made, and, if begun, may be ended at any time, but it must end no later than 30 days
after the date on which the Issuer received the proceeds of the issue, or no later than 60 days after the date of allotment of
the relevant Subordinated Notes, whichever is the earlier.

Each Underwriter may also impose a penalty bid. This occurs when a particular Underwriter repays to the other
Underwriters a portion of the underwriting discount received by it because the other Underwriters have repurchased
Subordinated Notes sold by or for the account of such Undenwriter in stabilizing or short-covering transactions.

These activities by the Underwriters may stabilize, maintain or otherwise affect the market price of the Subordinated
Notes. As aresult, the price of the Subordinated Notes may be higher than the price that otherwise might exist in the open

market.

These transactions may be effected on the New York Stock Exchange, in over-the-counter markets or otherwise.
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Selling Restrictions
United Kingdom

This prospectus supplement is for distribution only to persons who (i) have professional experience in matters
relating to investments falling within Article 19(5) of the Financial Services and Markets A ct 2000 (Financial Promotion)
Order 2005 (as amended, the “Financial Promotion Order”), (ii) are persons falling within Article 49(2)(a) to (d) (“high net
worth companies, unincorporated associations etc.”) of the Financial Promotion Order, (iii) are outside the United
Kingdom, or (iv) are persons to whoman invitation or inducement to engage in investment activity (within the meaning of
Section 21 of the U.K. Financial Services and Markets Act 2000 (“FSMA”)) in connection with the issue or sale of any
securities may otherwise lawfully be communicated or caused to be communicated (all such persons together being
referred to as “relevant persons”). This prospectus supplement is directed only at relevant persons and must not be acted
on or relied on by persons who are not relevant persons. Any investment or investment activity to which this prospectus
supplement relates is available only to relevant persons and will be engaged in only with relevant persons.

Each Underwriter has represented and agreed that:

(@ it has only communicated or caused to be communicated and will only communicate or cause to be
communicated an invitation or inducement to engage in investment activity (within the meaning of Section 21 of the
FSMA) received by it in connection with the issue or sale of the Subordinated Notes in circumstances in which Section 21
(2) of the FSMA does not apply to us; and

(b) it has complied and will comply with all applicable provisions of the FSM A with respect to anything done by it
in relation to the Subordinated Notes in, fromor otherwise involving the United Kingdom.

European Economic Area

This prospectus supplement has been prepared on the basis that, except to the extent sub-paragraph (ii) below may
apply, any offer of the Subordinated Notes in any M ember State of the European Economic Areawhich has implemented
the Prospectus Directive (each, a “Relevant M ember State”), will be made pursuant to an exemption under the Prospectus
Directive, as implemented in that Relevant Member State, fromthe requirement to publish a prospectus for offers of
Subordinated Notes. A ccordingly any person making or intending to make an offer in that Relevant M ember State of
Subordinated Notes which are the subject of an offering contermplated in this prospectus supplement may only do so (i) in
circumstances in which no obligation arises for us or any Underwriter to publish a prospectus pursuant to Article 3 of the
Prospectus Directive or supplement a prospectus pursuant to Article 16 of the Prospectus Directive, in each case, in
relation to such offer, or (ii) if a prospectus for such offer has been approved by the competent authority in that Relevant
Member State or, where appropriate, approved in another Relevant Member State and notified to the competent authority
in that Relevant Member State and (in either case) published, all in accordance with the Prospectus Directive, provided
that any such prospectus has subsequently been completed by a prospectus supplement which specifies that offers may
be made other than pursuant to Article 3(2) of the Prospectus Directive in that Relevant M ember State, such offer is made
in the period beginning and ending on the dates specified for such purpose in such prospectus or prospectus supplement,
as applicable, and we have consented in writing to its use for the purpose of such offer. Except to the extent sub-
paragraph (ii) above may apply, neither we nor any Underwriter have authorized, nor authorize, the making of any offer of
Subordinated Notes in circumstances in which an obligation arises for us or any Underwriter to publish or supplement a
prospectus for such offer.

In relation to each Relevant M ember State, each Underwriter has severally represented and agreed that with effect
fromand including the date on which the Prospectus Directive is implemented in that Relevant Member State (the
“Relevant Implementation Date”) it has not made and will not make an offer of Subordinated Notes to the public in that
Relevant Member State other than:

(@ toany legal entity which is a qualified investor as defined in the Prospectus Directive;



(b) to fewer than 100 or, if the Relevant Member State has implemented the relevant provision of the 2010 PD
Amending Directive, 150, natural or legal persons (other than qualified investors as defined in the Prospectus Directive),
as permitted under the Prospectus Directive, subject to obtaining the prior consent of the other Underwriters for any such
offer; or
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(c) inany other circumstances falling within Article 3(2) of the Prospectus Directive,

provided that no such offer of Subordinated Notes shall require us or any Underwriter to publish a prospectus
pursuant to Article 3 of the Prospectus Directive or a supplemental prospectus pursuant to Article 16 of the Prospectus
Directive.

For the purposes of this section, the expression “an offer of the Subordinated Notes to the public” in relation to any
Subordinated Notes in any Relevant M ember State means the communication in any formand by any means of sufficient
information on the terms of the offer and the Subordinated Notes to be offered so as to enable an investor to decide to
purchase or subscribe for the Subordinated Notes, as the same may be varied in that Relevant Member State by any
measure implementing the Prospectus Directive in that Relevant M ember State, the expression Prospectus Directive means
Directive 2003/71/EC (and amendments thereto, including the 2010 PD Amending Directive, to the extent implemented in
the Relevant Member State), and includes any relevant implementing measure in the Relevant Member State and the
expression “2010 PD Amending Directive” means Directive 2010/73/EU.

Hong Kong

The Subordinated Notes may not be offered or sold in Hong Kong by means of any document other than (i) in
circumstances which do not constitute an offer to the public within the meaning of the Companies Ordinance (Cap.32,
Laws of Hong Kong), or (ii) to “professional investors” within the meaning of the Securities and Futures Ordinance
(Cap.571, The Laws of Hong Kong) and any rules made thereunder, or (jii) in other circumstances which do not result in
the document being a “prospectus” within the meaning of the Companies Ordinance, and no advertisement, invitation or
document relating to the Subordinated Notes may beissued or may be in the possession of any person for the purpose of
issue (in each case whether in Hong Kong or elsewhere), which is directed at, or the contents of which are likely to be
accessed or read by, the public in Hong Kong (except if permitted to do so under the laws of Hong Kong) other than with
respect to Subordinated Notes which are or are intended to be disposed of only to persons outside Hong Kong or only to
“professional investors” within the meaning of the Securities and Futures Ordinance and any rules made thereunder.

Japan

The Subordinated Notes have not been and will not be registered under the Financial Instruments and Exchange Law
of Japan (Law No. 25 of 1919, as amended) (the “FIEL”) and, accordingly, will not be offered or sold, directly or indirectly,
in Japan or to, or for the benefit of, any resident of Japan (which termas used herein means any person resident in Japan,
including any corporation or other entity organized under the laws of Japan), or to others for re-offering or resale, directly
or indirectly, in Japan or to, or for the benefit of, aresident of Japan, except pursuant to an exemption fromthe registration
requirements of, and otherwise in compliance with, the FIEL and any other applicable laws, regulations and ministerial
guidelines of Japan promulgated by relevant Japanese governmental or regulatory authorities in effect at the relevant time.

Singapore

This prospectus supplement and accompanying prospectus have not been registered as a prospectus with the
Monetary Authority of Singapore. Accordingly, this prospectus supplement and accompanying prospectus and any other
document or material in connection with the offer or sale, or invitation for subscription or purchase, of the Subordinated
Notes may not be circulated or distributed, nor may the Subordinated Notes be offered or sold, or be made the subject of
an invitation for subscription or purchase, whether directly or indirectly, to persons in Singapore other than (i) to an
institutional investor under Section 274 of the Securities and Futures Act (Chapter 289) (the “SFA™), (ii) to arelevant
person, or any person pursuant to Section 275(1A), and in accordance with the conditions, specified in Section 275 of the
SFA or (iii) otherwise pursuant to, and in accordance with the conditions of, any other applicable provision of the SFA.

Where the Subordinated Notes are subscribed or purchased under Section 275 of the Securities and Futures Act by a
relevant person which is:

@) acorporation (which is not an accredited investor (as defined in Section 4A of the Securities and Futures



Act)) the sole business of which is to hold investments and the entire share capital of which is owned by
one or more individuals, each of whomis an accredited investor; or
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(b) atrust (where the trustee is not an accredited investor) whose sole purpose is to hold investments and each
beneficiary of the trust is an individual who is an accredited investor, then

“securities” (as defined in Section 239(1) of the Securities and Futures Act) of that corporation or the beneficiaries’
rights and interest (howsoever described) in that trust shall not be transferrable for six months after that corporation or
that trust has acquired the Subordinated Notes pursuant to an offer made under Section 275 of the Securities and Futures
Act except:

() toaninstitutional investor under Section 274 of the SFA or to arelevant person defined in Section 275(2) of
the Securities and Futures Act, or to any person arising froman offer referred to in Section 275(1A) or
Section 276(4)(i)(B) of the Securities and Futures Act;

(i) where no consideration is or will be given for the transfer;
(iii) wherethetransfer is by operation of law;
(iv) as specified in Section 276(7) of the Securities and Futures Act; or

(v) as specified in Regulation 32 of the Securities and Futures (Offers of Investments) (Shares and Debentures)
Regulations 2005 of Singapore.

Switzerland

This prospectus supplement, as well as any other material relating to the Subordinated Notes which are the subject of
the offering contemplated by this prospectus supplement and the accompanying prospectus, do not constitute an issue
prospectus pursuant to Articles 652a and/or 1156 of the Swiss Code of Obligations. The Subordinated Notes will not be
listed on the SIX Swiss Exchange and, therefore, the documents relating to the Subordinated Notes, including, but not
limited to, this prospectus supplement, do not claimto comply with the disclosure standards of the listing rules of the SIX
Swiss Exchange and corresponding prospectus schemes annexed to the listing rules of the SIX Swiss Exchange. The
Subordinated Notes are being offered in Switzerland by way of a private placement, i.e. to a small nunmber of selected
investors only, without any public offer and only to investors who do not purchase the Subordinated Notes with the
intention to distribute themto the public. The investors will be individually approached by us fromtime to time. This
prospectus supplement as well as any other material relating to the Subordinated Notes is personal and confidential and
does not constitute an offer to any other person. This prospectus supplement may only be used by those investors to
whomit has been handed out in connection with the offering described herein and may neither directly nor indirectly be
distributed or made available to other persons without our express consent. It may not be used in connection with any
other offer and shall in particular not be copied and/or distributed to the public in (or from) Switzerland.

Other Jurisdictions outside the United States

No action may be taken in any jurisdiction other than the United States that would permit a public offering of the
Subordinated Notes or the possession, circulation or distribution of this prospectus supplement in any jurisdiction where
action for that purpose is required. A ccordingly, the Subordinated Notes may not be offered or sold, directly or indirectly,
and neither this prospectus supplement nor any other offering material or advertisements in connection with the
Subordinated Notes may be distributed or published in or fromany country or jurisdiction, except under circumstances
that will result in compliance with any applicable rules and regulations of any such country or jurisdiction.
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LEGAL OPINIONS

Our U.S. counsel, Davis Polk & Wardwell London LLP, and U.S. counsel for the Underwriters, Shearman & Sterling
(London) LLP, will pass upon certain United States legal matters relating to the Subordinated Notes. Our Scottish
solicitors, CM'S Cameron M cKenna LLP, will pass upon certain matters of Scots law relating to the issue and sale of the
Subordinated Notes. Our English solicitors, Linklaters LLP, will pass upon certain matters of English law relating to the
issue and sale of the Subordinated Notes, and Davis Polk & Wardwell London LLP will pass upon certain tax matters of
English law relating to the Subordinated Notes.

EXPERTS

The consolidated financial statements as at December 31, 2013, 2012 and 2011 and for each of the three years in the
period ended December 31, 2013 (the “Consolidated 2013, 2012 and 2011 Financial Statements™), incorporated in this
prospectus supplement by reference fromthe Group’s 2013 Annual Report on Form 20-F and the effectiveness of the
Group’s internal control over financial reporting have been audited by Deloitte LLP, an independent registered public
accounting firm, as stated in their reports, which are incorporated herein by reference (which reports (1) express an
unqualified opinion on the Consolidated 2013, 2012 and 2011 Financial Statements and include an explanatory paragraph
stating that Note 43 to the financial statements was added for the inclusion of consolidating financial information in
respect of RBS plc in accordance with Regulation S-X Rule 3-10 and (2) express an unqualified opinion on the
effectiveness of internal control over financial reporting). Such consolidated financial statements have been so
incorporated in reliance upon the reports of such firmgiven upon their authority as experts in accounting and auditing.
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PROSPECTUS

THE ROYAL BANK OF SCOTLAND GROUP plc

By this prospectus we may offer —

DEBT SECURITIES
DOLLAR PREFERENCE SHARES

THE ROYAL BANK OF SCOTLAND plc
fully and unconditionally guar anteed by THE ROYAL BANK OF SCOTLAND GROUP

plc
By this prospectus we may offer —
DEBT SECURITIES

The Royal Bank of Scotland Group plc may use this prospectus to offer fromtime to time debt securities, including
senior debt securities, subordinated debt securities and capital securities, or dollar preference shares, directly or in the
form of American Depositary Shares. Our American Depositary Shares, or ADSs, each representing one ordinary share (or
aright to receive one ordinary share), and evidenced by an American Depositary Receipt or uncertificated securities, are
listed on the New York Stock Exchange under the symbol “RBS”. In addition, our ordinary shares are listed on the
London Stock Exchange. Our series of American Depositary Shares representing non-cumulative dollar preference shares
and evidenced by American Depositary Receipts (Series F, Series H, Series L, Series M, Series N, Series P, Series Q, Series
R, Series S, Series T, and Series U) are listed on the New York Stock Exchange.

The Royal Bank of Scotland plc (acting through its head office or any one of its branches) may use this prospectus to
offer fromtime to time senior debt securities or subordinated debt securities. Such senior debt securities and
subordinated debt securities will be fully and unconditionally guaranteed by The Royal Bank of Scotland Group pilc.

We will provide the specific terms of these securities, and the manner in which they will be offered, in one or more
supplements to this prospectus. Any supplement may also add, update or change information contained, or incorporated
by reference, into this prospectus. You should read this prospectus and the applicable prospectus supplement carefully
before you invest in our securities.

You should read both this prospectus and the applicable prospectus supplement, together with the additional
information described under the headings “Where You Can Find M ore Information” and “Incorporation of Documents by
Reference”, before investing in our securities. The amount and price of the offered securities will be determined at the time
of the offering.

Investing in our securities involves risks that are describedin the “Risk Factors” section of our annual reports
filed with the Securities and Exchange Commission or in the applicabl e pr ospectus supplement.

Neither the Securities and Exchange Commission nor any state secur ities commission has approved or disappr oved
of these securities or deter mined that this prospectus is truthful or complete. Any representation tothecontraryisa
criminal offense.

This prospectus may not be usedto sell securities unless it is accompanied by a pr ospectus suppl ement.

The date of this prospectus is September 28, 2012,
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ABOUT THIS PROSPECTUS

This prospectus is part of aregistration statement on Form F-3 that we filed with the Securities and Exchange
Commission (“SEC”) using a “shelf” registration or continuous offering process. Under this shelf process, we may sell the
securities described in this prospectus in one or more offerings of an unspecified amount in one or more foreign currencies
or currency units.

This prospectus provides you with a general description of the debt securities and dollar preference shares we may
offer, which we will refer to collectively as the “securities”. Each time we sell securities, we will provide a prospectus
supplement that will contain specific information about the terms of that offering. The prospectus supplement will provide
information regarding certain tax consequences of the purchase, ownership and disposition of the offered securities. The
prospectus supplement may also add to, update or change information contained in this prospectus. If thereis any
inconsistency between the information in this prospectus and any prospectus supplement, you should rely on the
information in that prospectus supplement. We will file each prospectus supplement with the SEC. You should read both
this prospectus and the applicable prospectus supplement, together with the additional information described under the
headings “Where You Can Find More Information” and “Incorporation of Documents by Reference”.

The registration statement containing this prospectus, including exhibits to the registration statement, provides
additional information about us and the securities offered under this prospectus. The registration statement can be read at
the SEC’s offices or obtained fromthe SEC’s website mentioned under the heading “Where You Can Find More
Information”.

Certain Terms
In this prospectus,

o theterm“RBSG’ means The Royal Bank of Scotland Group plc, the term“Group” means The Royal Bank of Scotland
Group plc and its subsidiaries;

o theterm“RBSplc” means The Royal Bank of Scotland plc, the term“RBS” or the “Royal Bank” means RBS plc and its
subsidiaries, the term“NWB Pic” means National Westminster Bank Plc and the term“NatWest” means NWB Plc and
its subsidiaries;

o theterms “we”, “our” and “us” refer to each of RBSGor RBS plc, as applicable, as issuer of the relevant securities;
and
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theterrrs “we”, “our” and “us” refer to RBSGas issuer of the dollar preference shares and American Depositary
Receipts.

RBSG publishes its consolidated financial statements in pounds sterling (“£” or “sterling”), the lawful currency of the
United Kingdom. In this prospectus and any prospectus supplement, references to “dollars” and “$” are to United States
dollars.

As permitted by Rule 12h-5 under the Securities Exchange A ct of 1934, as amended (the “Exchange Act”), RBSplc
does not file reports under the Exchange A ct with the SEC. In accordance with Rule 3-10 of Regulation S-X under the
Securities Act of 1933, as amended (the “Securities Act”), the Group's financial statements include condensed
consolidating financial information for RBSin afootnote to those financial statements.

USE OF PROCEEDS
Unless we have disclosed a specific plan in the accompanying prospectus supplement, we will use the net proceeds

fromthe sale of the securities offered by this prospectus for general corporate purposes. The Group has raised capital in
various markets fromtime to time and we expect to continue to raise capital in appropriate markets as and when required.
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THEROYAL BANK OF SCOTLAND GROUP PLC

RBSGis a public limited company incorporated in Scotland with registration number SC045551. RBSGwas
incorporated under Scots law on March 25, 1968. RBSGis the holding company of alarge global banking and financial
services group. Headquartered in Edinburgh, the Group operates in the United Kingdom, the United States and
internationally through its two principal subsidiaries, RBS and NatWest. Both RBS and NatWest are mgjor U.K. clearing
banks. Inthe United States, the Group’s subsidiary RBS Citizens Financial Group, Inc. is alarge commercial banking
organization. Gobally, the Group has a diversified customer base and provides awide range of products and services to
personal, commercial and large corporate and institutional customers.

Following the placing and open offers in December 2008 and in April 2009, Her M ajesty’s Treasury (“HM Treasury”)
owned approximately 70.3% of the enlarged ordinary share capital of RBSG. In December 2009, RBSGissued a further
£25.5 billion of new capital to HM Treasury. This new capital took the formof B shares, which do not generally carry
voting rights at general meetings of ordinary shareholders but are convertible into ordinary shares and qualify as Core
Tier 1 capital. Following the issuance of the B shares, HM Treasury's holding of ordinary shares of RBSGremained at
70.3% although its economic interest rose to 84.4%. At June 30, 2012, HM Treasury’s holding in RBSG's ordinary shares
was 66.9% and its economic interest was 82.2%.

In 2007, RFS Holdings B.V., which was jointly owned by the Group, the Dutch State (successor to Fortis) and
Santander (together, the “Consortium M embers”) completed the acquisition of ABN AMRO Holding N.V. On February 6,
2010, the businesses of ABN AMRO Holding N.V. acquired by the Dutch State were legally demerged to a newly
established company, ABN AMRO Bank N.V., which on April 1, 2010 was transferred to ABN AMRO Group N.V.,, itself
owned by the Dutch State. Following legal separation, RBS Holdings N.V. (formerly ABN AMRO Holding N.V.) has one
operating subsidiary, The Royal Bank of Scotland N.V. (“RBSN.V.”), afully operational bank within the Group. RBSN.V.
is independently rated and regulated by the Dutch Central Bank. Certain assets within RBS N.V. continue to be shared by
the Consortium M embers.

On April 19, 2011, the Group announced the intended transfer of a substantial part of the business activities of RBS
N.V.to RBSplc. This transfer is substantially complete as of the date of this registration statement. On October 17, 2011,
the Group transferred a substantial part of the UK activities of RBSN.V. to RBS plc pursuant to Part VII of the UK
Financial Services and Markets Act 2000. On September 10, 2012, the Group further transferred a substantial part of the
business conducted by RBS N.V. in the Netherlands as well as in certain EM EA branches of RBSN.V. and certain
securities issued by RBSN.V. to RBS plc by way of a Dutch statutory demerger. The remaining transfers are being
implemented on a phased basis over a period ending December 31, 2013.

RBSG's registered office is 36 St Andrew Square, Edinburgh EH2 2YB, Scotland and its principal place of business is
RBS Gogarburn, PO Box 1000, Edinburgh EH12 1HQ, Scotland, telephone +44 131 626 0000.

THEROYAL BANK OF SCOTLAND PLC

RBS plc is a public limited company incorporated in Scotland with registration number SC090312. RBS plc was
incorporated under Scots law on October 31, 1984. RBSis awholly owned subsidiary of RBSG.

RBS plc’s registered office is 36 St Andrew Square, Edinburgh EH2 2YB, Scotland and its principal place of business
is RBS Gogarburn, PO Box 1000, Edinburgh EH12 1HQ, Scotland, telephone +44 131 626 0000.

DESCRIPTION OF DEBT SECURITIES

Thefollowing isa summary of the general termsthat will apply to (i) any senior debt securities, subordinated debt
securitiesand capital securitiesthat may be offered by RBSG, and (ii) any senior debt securitiesand subordinated debt
securitiesthat may be offered by RBS plc (acting through its head office or any one of its branches) and guaranteed by
RBSG. Consequently, when werefer to “debt securities” in this prospectus, we mean (i) the senior debt securities, the
subordinated debt securities and the capital securitiesthat may beissued by RBSG, or (ii) the senior debt securities
and subordinated debt securitiesthat may beissued by RBS plc, acting directly or through one of its branches, as
applicable.
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Each time that we issue debt securities, we will file a prospectus supplement with the SEC, which you should read
carefully. The prospectus supplement will summarize specific financial terms of your security and may contain
additional terms of those debt securitiesto those described in this prospectus. The terms presented here, together with
the terms contained in the prospectus supplement, will be a description of the material terms of the debt securities, but if
thereisany inconsistency between the terms presented here and those in the prospectus supplement, those in the
prospectus supplement will apply and will replace those presented here. Therefore, the statements we make below in
this section may not apply to your debt security. You should also read the indentures under which we will issue the
debt securities, which we have filed with the SEC as exhibitsto theregistration statement of which this prospectusisa
part.

Senior debt securitieswill beissued by RBSG and/or RBS plc under the relevant senior debt indenture. Senior debt
securitiesissued by RBS plc will be fully and unconditionally guaranteed on a senior basisby RBSG. Subordinated
debt securitieswill be issued by RBSG and/or RBS plc under the relevant subordinated debt indenture. Subordinated
debt securitiesissued by RBS plc will be fully and unconditionally guaranteed on a subordinated basis by
RBSG. Capital debt securitiesthat have no stated maturity will be issued by RBSG under a capital securities
indenture. Each indentureisa contract between usand The Bank of New York Mellon or WiImington Trust Cormpany,
asapplicable, astrustee, Citibank, N.A., as securities administrator for RBS NotesSM and Retail Corporate Notesissued
by RBSplc, and, in respect of the senior debt securities or subordinated debt securitiesissued by RBSplc, RBSG, as
guarantor. Theindenturesare substantially identical, except for certain provisionssuch asthoserelating to
subordination, which areincluded only in the subordinated debt indentures and the capital securitiesindenture. None
of theindentureslimit our ability to incur additional indebtedness, including additional senior indebtedness.

General

The debt securities are not deposits and are not insured or guaranteed by the U.S. Federal Deposit Insurance
Corporation or any other government agency of the United States or the United Kingdom.

The indentures do not limit the amount of debt securities that we may issue. We may issue debt securities in one or
more series. The relevant prospectus supplement for any particular series of debt securities will describe the terms of the
offered debt securities, including some or all of the following terms:

e whether RBSGor RBS plc (acting through its head office or any one of its branches) is the issuer of the relevant
debt securities;

e Wwhether they are senior debt securities or subordinated debt securities or, in the case of debt securities issued by
RBSG only, capital securities;

o whether the senior debt securities or subordinated debt securities are guaranteed;

e with respect to the subordinated debt securities and capital securities, whether the payment of interest can be
deferred, whether the payment of principal can be deferred, the subordination terms, whether the principal
amount may be written down or converted into equity upon the occurrence of certain events relating to our
financial condition, the redemption terms and the events of default applicable to each series of the subordinated
debt securities and capital securities;

o their specific designation, authorized denomination and aggregate principal amount;

e thepriceor prices at which they will be issued;

o whether such debt securities will be dated debt securities with a specified meturity date or undated debt
securities with no specified maturity date;

e theannual interest rate or rates, or how to calculate the interest rate or rates;

e thedateor dates fromwhich interest, if any, will accrue or the method, if any, by which such date or dates will be
determined;
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o whether payments are subject to certain conditions that relate to our financial condition, including our capital
ratios;

e thetimes and places at which any interest payments are payable;

o theterms of any mandatory or optional redemption, including the amount of any premium;

o any modifications or additions to the events of default with respect to the debt securities offered;

e any provisions relating to conversion or exchange for other securities issued by us;

e thecurrency or currencies in which they are denominated and in which we will make any payments;
e any indexused to determine the amount of any payments on the debt securities;

e any restrictions that apply to the offer, sale and delivery of the debt securities and the exchange of debt
securities of one formfor debt securities of another form;

e whether and under what circumstances, if other than those described in this prospectus, we will pay additional
amounts on the debt securities following certain developments with respect to withholding tax or information
reporting laws and whether, and on what terms, if other than those described in this prospectus, we may redeem
the debt securities following those developments;

e theterms of any mandatory or optional exchange; and

any listing on a securities exchange.

In addition, the prospectus supplement will describe the material U.S. federal and U.K. tax considerations that apply to
any particular series of debt securities.

Debt securities may bear interest at afixed rate or afloating rate. We will sell any subordinated debt securities that
bear no interest, or that bear interest at arate that at the time of issuance is below the prevailing market rate, at a discount
to their stated principal amount.

Holders of debt securities shall have no voting rights except those described under the heading “— M odification and
Waiver” below.

If RBSG issues subordinated debt securitiesor capital securities, and if RBS plc i ssues subordinated debt securities,
that, in each case, qualify asTier 1 or Tier 2 capital or other capital for regulatory purposes, the payment,
subordination, redemption, events of default and other terms may vary fromthose described in this prospectus and will
be set forth in the relevant prospectus supplement.

Guar antee for Debt Securities Issued by RBS plc

RBSGwill fully and unconditionally guarantee payment in full to the holders of senior debt securities or subordinated
debt securities issued by RBS plc and all amounts due and owing under the applicable indenture. The guaranteeis set
forth in, and forms part of, the indentures under which senior debt securities or subordinated debt securities, as
applicable, will be issued by RBS plc.

Senior Debt Securities

If, for any reason, RBS plc does not make any required payment in respect of its senior debt securities when due,
RBSG will cause the payment to be made to or to the order of the applicable trustee. The guarantee will be on a senior
basis when the guaranteed debt securities are issued under the senior indenture. Holders of senior debt securities issued
by RBS plc may sue RBSGto enforce their rights under the guarantee without first suing any other person or entity. RBSG
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Subordinated Debt Securities

If, for any reason, RBS plc does not make any required payment in respect of its subordinated debt securities when
due, RBSGwill cause the payment to be made to or to the order of the applicable trustee. The guarantee will be on a
subordinated basis when the guaranteed debt securities are issued under the subordinated debt indenture. Holders of
subordinated debt securities issued by RBS plc may sue RBSGto enforce their rights under the subordinated guarantee
without first suing any other person or entity. RBSGmay, without the consent of the holders of the debt securities,
assume all of RBS plc’s rights and obligations under the debt securities and upon such assumption, RBS plc will be
released fromits liabilities under the subordinated debt indenture and subordinated debt securities.

Because the guarantee is subordinated, if winding up proceedings with respect to RBSG should occur, each holder
may recover less ratably than the holders of its unsubordinated liabilities. If, in any such winding up, the amount payable
on any guarantee of any series of debt securities and any claims ranking equally with such guarantee are not paid in full,
those guarantees and other claims ranking equally will share ratably in any distribution of RBSG’s assets in awinding up
in proportion to the respective amounts to which they are entitled. If any holder is entitled to any recovery with respect to
the guarantee of any debt securities in any winding up or liquidation, the holder might not be entitled in those
proceedings to arecovery in U.S. dollars and might be entitled only to arecovery in pounds sterling or any other lawful
currency of the United Kingdom.

In addition, because RBSGis a holding company, its rights to participate in the assets of any subsidiary if it is
liquidated will be subject to the prior claims of such subsidiary’s creditors, including, in the case of RBS plc, RBSplc’s
depositors, except to the extent that RBSG may be a creditor with recognized claims against RBS plc.

Form of Debt Securities; Book-Entry System
General

Unless the relevant prospectus supplement states otherwise, the debt securities shall initially be represented by one
or more global securities in registered form, without coupons attached, and will be deposited with or on behalf of one or
more depositary, including, without limitation, The Depository Trust Company (“DTC”), Euroclear Bank
S.A/N.V. (“Euroclear Bank”), as operator of the Euroclear System (“Euroclear”) and/or Clearstream Banking, société
anonyme (“Clearstream Luxembourg™), and will be registered in the name of such depositary or its nominee. Unless and
until the debt securities are exchanged in whole or in part for other securities that we issue or the global securities are
exchanged for definitive securities, the global securities may not be transferred except as awhole by the depositary to a
nominee or a successor of the depositary.

The debt securities may be accepted for clearance by DTC, Euroclear and Clearstream Luxembourg. Unless the
relevant prospectus supplement states otherwise, the initial distribution of the debt securities will be cleared through DTC
only. In such event, beneficial interests in the global debt securities will be shown on, and transfers thereof will be
effected only through, the book-entry records maeintained by DTC and its direct and indirect participants, including, as
applicable, Euroclear and Clearstream Luxembourg.

The laws of some states may require that certain investors in securities take physical delivery of their securities in
definitive form. Those laws may impair the ability of investors to own interests in book-entry securities.

So long as the depositary, or its nomineg, is the holder of a global debt security, the depositary or its nominee will be
considered the sole holder of such global debt security for all purposes under the indentures. Except as described below
under the heading “—Issuance of Definitive Securities”, no participant, indirect participant or other person will be entitled
to have debt securities registered in its name, receive or be entitled to receive physical delivery of debt securities in
definitive formor be considered the owner or holder of the debt securities under the indentures. Each person having an
ownership or other interest in debt securities must rely on the procedures of the depositary, and, if a person is not a
participant in the depositary, must rely on the procedures of the participant or other securities intermediary through which
that person owns its interest to exercise any rights and obligations of a holder under the indentures or the debt securities.
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Payments on the Global Debt Security

Payments of any amounts in respect of any global securities will be made by the trustee to the depositary. Payments
will be made to beneficial owners of debt securities in accordance with the rules and procedures of the depositary or its
direct and indirect participants, as applicable. Neither we nor the trustee nor any of our agents will have any responsibility
or liability for any aspect of the records of any securities intermediary in the chain of intermediaries between the
depositary and any beneficial owner of an interest in a global security, or the failure of the depositary or any intermediary
to pass through to any beneficial owner any payments that we make to the depositary.

The Clearing Systems
DTC, Euroclear and Clearstream Luxembourg have advised us as follows:

DTC. DTC, theworld’s largest securities depository, is a limited-purpose trust company organized under the New
York Banking Law, a““banking organization” within the meaning of the New York Banking Law, a menber of the Federal
Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code, and a “clearing
agency” registered pursuant to the provisions of Section 17A of the Exchange Act. DTC holds securities deposited with
it by its participants and facilitates the settlement of transactions among its participants in such securities through
electronic computerized book-entry changes in accounts of the participants, thereby eliminating the need for physical
movement of securities certificates. Direct participants include both U.S. and non-U.S. securities brokers and dealers,
banks, trust companies, clearing corporations, and certain other organizations. DTCis awholly-owned subsidiary of The
Depository Trust & Clearing Corporation (“DTCC”). DTCC s the holding company for DTC, National Securities Clearing
Corporation and Fixed Income Clearing Corporation, all of which are registered clearing agencies. DTCC s owned by the
users of its regulated subsidiaries. Access to the DTC systemis also available to others such as both U.S. and non-U.S.
securities brokers and dealers, banks, trust companies, and clearing corporations that clear through or meintain a custodial
relationship with a direct participant, either directly or indirectly. The DTC rules applicable to its participants are on file
with the SEC. Moreinformation about DTC can be found at www.dtcc.com.

Euroclear. Euroclear holds securities for its participants and clears and settles transactions between its participants
through simultaneous electronic book-entry delivery against payment, thus eliminating the need for physical movement of
certificates. Euroclear provides various other services, including safekeeping, administration, clearance and settlement
and securities lending and borrowing, and interfaces with domestic markets in several countries. Euroclear is operated by
Euroclear Bank, under contract with Euroclear plc, a U.K. corporation. Euroclear Bank conducts all operations, and all
Euroclear securities clearance accounts and Euroclear cash accounts are accounts with Euroclear Bank, not Euroclear
plc. Euroclear plc establishes policy for Euroclear on behalf of Euroclear participants. Euroclear participants include
banks (including central banks), securities brokers and dealers and other professional financial intermediaries and may
include any underwriters for the debt securities. Indirect access to Euroclear is also available to other firms that clear
through or maintain a custodial relationship with a Euroclear participant, either directly or indirectly. Euroclear is an
indirect participant in DTC. Securities clearance accounts and cash accounts with Euroclear are governed by the Terms
and Conditions Governing Use of Euroclear and the related Operating Procedures of the Euroclear System (collectively,
the “Euroclear Terms and Conditions”) and applicable law. The Euroclear Terms and Conditions govern transfers of
securities and cash within Euroclear, withdrawals of securities and cash from Euroclear, and receipts of payments with
respect to securities in Euroclear.

Clearstream Luxembourg. Clearstream Luxembourg is incorporated under the laws of The Grand Duchy of
Luxembourg as a société anonyme and is subject to regulation by the Luxembourg Commission for the Supervision of the
Financial Sector (Commission de Surveillance du Secteur Financier). Clearstream Luxembourg is owned by Deutsche
Borse AG, apublicly traded company. Clearstream Luxembourg holds securities for its participants and facilitates the
clearance and settlement of securities transactions among its participants through electronic book-entry changes in
accounts of its participants, thereby eliminating the need for physical movement of certificates. Clearstream Luxembourg
provides other services to its participants, including safekeeping, administration, clearance and settlement of
internationally traded securities and securities lending and borrowing. Clearstream Luxembourg interfaces with domestic
markets in several countries. Clearstream Luxembourg’s customers include worldwide securities brokers and dealers,
banks, trust companies and clearing corporations and may include professional
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financial intermediaries. Its U.S. customers are limited to securities brokers, dealers and banks. Indirect access to the
Clearstream Luxembourg systemis also available to others that clear through Clearstream Luxembourg customers or that
have custodial relationships with its customers, such as banks, brokers, dealers and trust companies. Clearstream
Luxembourg is an indirect participant in DTC. Clearstream Luxembourg has established an electronic bridge with Euroclear
to facilitate settlement of trades between Clearstream Luxembourg and Euroclear. Distributions with respect to the
securities held beneficially through Clearstream Luxembourg are credited to cash accounts of Clearstream Luxembourg
customers in accordance with its rules and procedures, to the extent received by Clearstream Luxembourg.

Issuance of Definitive Securities

So long as the depositary holds the global securities of a particular series of debt securities, such global securities will
not be exchangeable for definitive securities of that series unless:

o thedepositary notifies the trustee that it is unwilling or unable to continue to act as depositary for the debt
securities or the depositary ceases to be a clearing agency registered under the Exchange Act;

e wearewound up and we fail to make a payment on the debt securities when due; or

e a any time we determine at our option and in our sole discretion that the global securities of a particular series of
debt securities should be exchanged for definitive debt securities of that series in registered form

Each person having an ownership or other interest in a debt security must rely exclusively on the rules or procedures
of the depositary as the case may be, and any agreement with any direct or indirect participant of the depositary, including
Euroclear or Clearstream Luxembourg and their participants, as applicable, or any other securities intermediary through
which that person holds its interest, to receive or direct the delivery of possession of any definitive security. The
indentures permit us to determine at any time and in our sole discretion that debt securities shall no longer be represented
by global securities. DTC has advised us that, under its current practices, it would notify its participants of our request,
but will only withdraw beneficial interests fromthe global securities at the request of each DTC participant. We would
issue definitive certificates in exchange for any such beneficial interests withdrawn.

Unless otherwise specified in the prospectus supplement, definitive debt securities will be issued in registered form
only. To the extent permitted by law, we, the trustee and any paying agent shall be entitled to treat the person in whose
name any definitive security is registered as its absolute owner.

Payments in respect of each series of definitive securities will be made to the person in whose name the definitive
securities are registered as it appears in the register for that series of debt securities. Payments will be made in respect of
the debt securities by check drawn on abank in New York or, if the holder requests, by transfer to the holder’s account in
New York. Definitive securities should be presented to the paying agent for redemption.

If we issue definitive debt securities of a particular series in exchange for a particular global debt security, the
depositary, as holder of that global debt security, will surrender it against receipt of the definitive debt securities, cancel
the book-entry debt securities of that series, and distribute the definitive debt securities of that series to the persons and
in the amounts that the depositary specifies pursuant to the internal procedures of such depositary.

If definitive securities are issued in the limited circumstances described above, those securities may be transferred in
whole or in part in denominations of any whole number of securities upon surrender of the definitive securities certificates
together with the form of transfer endorsed on it, duly completed and executed at the specified office of a paying agent. If
only part of asecurities certificate is transferred, a new securities certificate representing the balance not transferred will
be issued to the transferor within three business days after the paying agent receives the certificate. The new certificate
representing the balance will be delivered to the transferor by uninsured post at the risk of the transferor, to the address of
the transferor appearing in the records of the paying agent. The new certificate representing the securities that were
transferred will be sent to the transferee within three business days after the paying agent receives the certificate
transferred, by uninsured post at the risk of the holder entitled to the securities represented by the certificate, to the
address specified in the form of transfer.
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Settlement

Initial settlement for each series of debt securities and settlement of any secondary market trades in the debt
securities will be made in same-day funds. Book-entry debt securities held through DTC will settle in DTC’s Same-Day
Funds Settlement System.

Payments

We will make any payments of interest and principal, on any particular series of debt securities on the dates and, in
the case of payments of interest, at the rate or rates, that we set out in, or that are determined by the method of calculation
described in, the relevant prospectus supplement.

Subordinated Debt Securities

We are not required to make payments of interest and principal on the subordinated debt securities and if we fail to
make a payment, our obligation to make such payments shall be deferred and such failure to make a payment does not
create a default under the applicable subordinated debt indenture. The relevant prospectus supplement will set forth the
terms on which the payment of interest and principal on the subordinated debt securities can be deferred and any other
terms relating to payments on subordinated debt securities.

Capital Securities

We are not required to make payments on any series of capital securities on any payment date and if we fail to meke a
payment, such failure shall not create a default under the capital securities indenture. Unless the relevant prospectus
supplement provides otherwise, any payment that we do not make in respect of any series of capital securities on any
applicable payment date, together with any other unpaid payments, so long as they remain unpaid, shall be missed
payments and will accumulate until paid. The relevant prospectus supplement will set forth the terms on which all
payments, including missed payments, on the capital securities of a particular series outstanding at the time will be treated,
including deferral.

Subor dination
Senior Debt Securities

Unless the relevant prospectus supplement provides otherwise, senior debt securities constitute our direct,
unconditional, unsecured and unsubordinated obligations ranking pari passu, without any preference among themselves,
with all of our other outstanding unsecured and unsubordinated obligations, present and future, except such obligations
as are preferred by operation of law.

Subordinated Debt Securities

Unless the relevant prospectus supplement provides otherwise, in awinding up, all payments on any series of
subordinated debt securities will be subordinate to, and subject in right of payment to the prior payment in full of, all
claims of all of our creditors other than claims in respect of any liability that is, or is expressed to be, subordinated,
whether only in the event of awinding up or otherwise, to the claims of all or any of our creditors, in the manner provided
in the applicable subordinated debt indenture.

Capital Securities

Unless the relevant prospectus supplement provides otherwise, in awinding up, the principal amount of, and
payments and any missed payments on, any series of capital securities will be subordinate to, and subject in right of
payment to the prior payment in full of, all Senior Claims. The following are “Senior Claims™ in respect of any series of
capital securities:

o al claims of our unsubordinated creditors admitted in the winding up;
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« all claims of our creditors in respect of liabilities that are, or are expressed to be, subordinated, whether only in the
event of awinding up or otherwise, to the claims of our unsubordinated creditors but not further or otherwise;
and

o all other claims except those that rank, or are expressed to rank, equally with or junior to the claims of any holder
of capital securities of any series.

Additional senior claims, if any, may be set forth in the accompanying prospectus supplement.

Unless the relevant prospectus supplement provides otherwise, if at any time an order is made or a shareholders’
resolution is passed for awinding up, any amounts that would have been payable in respect of the capital securities of
any series if, on and after the day immediately before the winding up began, any holder of those capital securities had
been the holder of preference shares in our capital with a preferential right to areturn of assets in the winding up over the
holders of all other issued shares, including all classes of our preference shares, will be payable on those capital
securities. These amounts will be calculated assuming that such preference shares were entitled, to the exclusion of all
other rights or privileges, to receive as areturn of capital an amount equal to the principal amount of the capital securities
of the series then outstanding, together with all payments accrued to the date of repayment at the rate provided for in
those capital securities and any missed payments. Accordingly, no amount will be payable in awinding up on any series
of capital securities until all Senior Claims admitted in the winding up have been paid in full.

General

A's aconsequence of these subordination provisions, if winding up proceedings should occur, each holder may
recover less ratably than the holders of our unsubordinated liabilities and, in the case of the holders of capital securities,
the holders of certain of our subordinated liabilities, including the holders of subordinated debt securities. If, in any
winding up, the amount payable on any series of debt securities and any claims ranking equally with that series are not
paid in full, those debt securities and other claims ranking equally will share ratably in any distribution of our assetsin a
winding up in proportion to the respective amounts to which they are entitled. If any holder is entitled to any recovery
with respect to the debt securities in any winding up or liquidation, the holder might not be entitled in those proceedings
to arecovery in U.S. dollars and might be entitled only to arecovery in pounds sterling or any other lawful currency of the
United Kingdom.

In addition, because RBSGis a holding company, its rights to participate in the assets of any subsidiary if it is
liquidated will be subject to the prior claims of its creditors, including, in the case of RBS plc, RBS plc’s depositors, except
to the extent that RBSG may be a creditor with recognized claims against RBS plc.

Additional Amounts

Unless the relevant prospectus supplement provides otherwise, we will pay any amounts to be paid by us on any
series of debt securities without deduction or withholding for, or on account of, any and all present and future income,
stamp and other taxes, levies, imposts, duties, charges, fees, deductions or withholdings imposed, levied, collected,
withheld or assessed by or on behalf of the United Kingdomor any U.K. political subdivision thereof or authority that has
the power to tax (a““U.K. taxing jurisdiction”), unless such deduction or withholding is required by law. If at any timea
U.K. taxing jurisdiction requires us to make such deduction or withholding, we will pay additional amounts with respect to
the principal of, and payments and missed payments on, the debt securities (“Additional Amounts”) that are necessary in
order that the net amounts paid to the holders of those debt securities, after the deduction or withholding, shall equal the
amounts of principal and any payments and missed payments which would have been payable on that series of debt
securities if the deduction or withholding had not been required. However, this will not apply to any taxthat would not
have been payable or due but for the fact that:

o theholder or the beneficial owner of the debt securities is adomiciliary, national or resident of, or engaging in
business or maintaining a permanent establishment or physically present in, a U.K. taxing jurisdiction or
otherwise having some connection with the U.K. taxing jurisdiction other than the holding or ownership of a debt
security, or the collection of any payment of, or in respect of, principal of, or any payments or missed payments
on, any debt security of the relevant series;
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e except in the case of awinding up in the United Kingdom, the relevant debt security is presented (where
presentation is required) for payment in the United Kingdom;

e therelevant debt security is presented (where presentation is required) for payment more than 30 days after the
date payment became due or was provided for, whichever is later, except to the extent that the holder would have
been entitled to the Additional Amounts on presenting the debt security for payment at the close of that 30 day
period;

o theholder or the beneficial owner of the relevant debt security or the beneficial owner of any payment of or in
respect of principal of, or any payments or missed payments on, the debt security failed to comply with arequest
by us or our liquidator or other authorized person addressed to the holder to provide information concerning the
nationality, residence or identity of the holder or the beneficial owner or to make any declaration or other similar
claimto satisfy any information requirement, which is required or imposed by a statute, treaty, regulation or
administrative practice of a U.K. taxing jurisdiction as a precondition to exemption fromall or part of the tax;

« thewithholding or deduction is imposed on a payment to or for the benefit of an individual and is required to be
made pursuant to, in the case of capital securities and senior debt securities, European Council Directive
2003/48/EC or any other Directive implementing the conclusions of the ECOFIN Council meeting of November 26-
27, 2000 on the taxation of savings income or any law implementing or complying with, or introduced in order to
conformto, such directive or, in the case of subordinated debt securities, any European Union Directive on the
taxation of savings implementing the proposal for a European Union Directive presented by the European
Commission on July 18, 2001 or any law implementing or complying with, or introduced in order to conformto,
such adirective;

o therelevant debt security is presented (where presentation is required) for payment by or on behalf of ahholder
who would have been able to avoid such withholding or deduction by presenting the relevant debt security to
another paying agent in aMember State of the European Union; or

e any conmbination of the above items;

nor shall Additional Amounts be paid with respect to the principal of, and payments and missed payments on, the debt
securities to any holder who is afiduciary or partnership or settlor with respect to such fiduciary or a member of such
partnership other than the sole beneficial owner of such payment to the extent such payment would be required by the
laws of any taxing jurisdiction to be included in the income for tax purposes of a beneficiary or partner or settlor with
respect to such fiduciary or a member of such partnership or a beneficial owner who would not have been entitled to such
Additional Amounts, had it been the holder.

Whenever we refer in this prospectus and any prospectus supplement, in any context, to the payment of the principal
of or any payments, or any missed payments on, or in respect of, any debt security of any series, we mean to include the
payment of Additional Amounts to the extent that, in the context, Additional Amounts are, were or would be payable.

Redemption

Unless the relevant prospectus supplement provides otherwise, we will, and in the case of capital securities only if the
solvency condition is satisfied, have the option to redeemthe debt securities of any series as awhole upon (i) not less
than 5 business days and not more than 60 calendar days’ notice in respect of subordinated debt securities issued by RBS
plc and senior debt securities, including Series A Senior Notes, issued by RBSGor (i) not less than 30 days and not more
than 60 days’ notice in respect of capital securities issued by RBSG, subordinated debt securities issued by RBSGand
senior debt securities, including RBS NotessM and Retail Corporate Notes, issued by RBS plc, to each holder of debt
securities, on any payment date, at aredemption price equal to 100% of their principal amount together with any accrued
but unpaid payments of interest, if any (including any deferred amounts, if applicable) in the case of senior debt securities
and subordinated debt securities, and all payments and missed payments in the case of capital securities, to the
redemption date, or, in the case of discount securities, their accreted face amount, together with any accrued interest, if, at
any time, we determine that as aresult of achange in or amendment to the laws or regulations of a U.K. taxing jurisdiction,
including any treaty to which it is aparty, or a
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changein an official application or interpretation of those laws or regulations, including a decision of any court or tribunal,
which becomes effective on or after the date of the applicable prospectus supplement:

e inmaking any payments, including missed payments in the case of capital securities, on the particular series of
debt securities, we have paid or will or would on the next payment date be required to pay Additional Amounts;

e payments, including missed payments in the case of capital securities, on the next payment date in respect of any
of the series of debt securities would be treated as “distributions” within the meaning of Section 1000 of the
Corporation Tax Act 2010 of the United Kingdom (or any statutory modification or re-enactment thereof for the
time being); or

e onthenext payment date we would not be entitled to claimadeduction in respect of the payments in computing
our U.K. taxation liabilities, or the value of the deduction to us would be materially reduced.

In each case we shall be required, before we give a notice of redemption, to deliver to the trustee awritten legal
opinion of independent English counsel of recognized standing, selected by us, in aformsatisfactory to the trustee
confirming that we are entitled to exercise our right of redemption.

The relevant prospectus supplement will specify whether or not we may redeemthe debt securities of any series, in
whole or in part, at our option, including any conditions to our right to exercise such option, in any other circumstances
and, if so, the prices and any premium at which and the dates on which we may do so. Any notice of redemption of debt
securities of any series will state, among other items:

o theredemption date;
o theamount of debt securities to be redeemed if less than all of the series is to be redeemed;
e theredemption price;

e that, and subject to what conditions, the redemption price will become due and payable on the redemption date
and that payments will cease to accrue on such date; and

o theplace or places at which each holder may obtain payment of the redemption price.

In the case of a partial redemption, the trustee shall select the debt securities to be redeemed in any manner which it
deems fair and appropriate.

We or any of our subsidiaries may at any time and fromtime to time purchase debt securities of any series in the open
market or by tender (available to each holder of debt securities of the relevant series) or by private agreement, if applicable
law allows and if, in the case of the capital securities, certain other conditions to be specified in the applicable prospectus
supplement are satisfied. Any debt securities of any series that we purchase beneficially for our own account, other than
in connection with dealing in securities, will be treated as cancelled and will no longer be issued and outstanding.

Under existing U.K. Financial Services Authority (“FSA”) requirements, we may not make any redemption or
repurchase of any debt securities beneficially for our own account, other than a repurchase in connection with dealing in
securities, unless we give prior notice to the FSA and, in certain circumstances, it consents in advance. The FSA may
impose conditions on any redemption or repurchase.

Modification and Wai ver

We and the trustee may make certain modifications and amendments of the applicable indenture with respect to any
series of debt securities without the consent of the holders of the debt securities. We may make other modifications and
amendments with the consent of the holder or holders of not less than a mgjority in aggregate outstanding principal
amount of the debt securities of the series outstanding under the indenture that are affected by the modification or
amendment, voting as one class. However, we may not make any modification or amendment without the consent of the
holder of each debt security affected that would:
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change the stated maturity of the principal amount of any subordinated debt security;

change the terms of any capital security to include a stated maturity date;

reduce the principal amount of, or in the case of subordinated debt securities, the interest rates, or any premum
payable upon the redemption of, or the payments, in the case of capital securities or any missed payments, with
respect to any debt security;

change our (or any successor’s) obligation to pay Additional Amounts;

changethe currency of payment;

impair the right to institute suit for the enforcement of any payment due and payable;

reduce the percentage in aggregate principal amount of outstanding debt securities of the series necessary to
modify or amend the indenture or to waive compliance with certain provisions of the relevant indenture and any
Senior Debt Security Event of Default, Subordinated Debt Security Event of Default, Capital Security Event of
Default, Subordinated Debt Security Default or Capital Security Default (as such terms are defined below and

described in the relevant prospectus supplement);

modify the subordination provisions or the terms of our obligations in respect of the due and punctual payment
of the amounts due and payable on the debt securities in a manner adverse to the holders; or

modify the above requirements.

In addition, material variations in the terms and conditions of debt securities of any series, including modifications
relating to subordination, redemption, a Senior Debt Security Event of Default, Subordinated Debt Security Event of
Default, Capital Security Event of Default, Subordinated Debt Security Default or Capital Security Default (as those terms
are defined under the heading “Event of Default and Defaults; Limitations of Remedies” below), or capital security
payment events, as described in the relevant prospectus supplement, may require the non-objection from, or consent of,
the FSA or its successor.

Bvents of Default and Defaults; Limitation of Remedies

Senior Debt Security Event of Default

Unless the relevant prospectus supplement provides otherwise, a “Senior Debt Security Event of Default” with
respect to any series of senior debt securities shall result if:

e wedo not pay any principal or interest on any senior debt securities of that series within 14 days fromthe due date
for payment and the principal or interest has not been duly paid within afurther 14 days following written notice from
the trustee or fromholders of 25% in outstanding principal amount of the senior debt securities of that series to us
requiring the payment to be made. It shall not, however, be a Senior Debt Security Event of Default if during the 14
days after the notice, we satisfy the trustee that such sums were not paid in order to comply with alaw, regulation or
order of any court of competent jurisdiction. Where there is doubt as to the validity or applicability of any such law,
regulation or order, it shall not be a Senior Debt Security Event of Default if we act on the advice given to us during
the 14 day period by independent legal advisers approved by the trustee; or

we breach any covenant or warranty of the senior debt indenture (other than as stated above with respect to

payments when due) and that breach has not been remedied within 60 days of receipt of awritten notice fromthe
trustee certifying that in its opinion the breach is materially prejudicial to the interests of the holders of the senior
debt securities of that series and requiring the breach to be remedied or fromholders of at least 25% in outstanding
principal amount of the senior debt securities of that series requiring the breach to be remedied; or
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If a Senior Debt Security Event of Default occurs and is continuing, the trustee or the holders of at least 25% in
outstanding principal amount of the senior debt securities of that series may at their discretion declare the senior debt
securities of that series to be due and repayable immediately (and the senior debt securities of that series shall thereby
become due and repayable) at their outstanding principal amount (or at such other repayment amount as may be specified
in or determined in accordance with the relevant prospectus supplement) together with accrued interest, if any, as
provided in the prospectus supplement. The trustee may at its discretion and without further notice institute such
proceedings as it may think suitable, against us to enforce payment. Subject to the indenture provisions for the
indemnification of the trustee and the securities administrator, as the case may be, the holder(s) of a mgjority in aggregate
principal amount of the outstanding senior debt securities of any series shall have theright to direct the time, method and
place of conducting any proceeding in the name or and on the behalf of the trustee for any remedy available to the trustee
or exercising any trust or power conferred on the trustee with respect to the series. However, this direction must not bein
conflict with any rule of law or the senior debt indenture, and must not be unjustly prejudicial to the holder(s) of any
senior debt securities of that series not taking part in the direction, and determined by the trustee. The trustee may also
take any other action, consistent with the direction that it deems proper.

Notwithstanding any contrary provisions, nothing shall impair the right of a holder, absent the holder’s consent, to
sue for any payments due but unpaid with respect to the senior debt securities.

By accepting a senior debt security, each holder will be deemed to have waived any right of set-off, counterclaimor
combination of accounts with respect to the senior debt securities or the applicable indenture that they might otherwise
have against us, whether before or during our winding up.

Subordinated Debt Securities Event of Default or Capital Securities Event of Default

Unless the relevant prospectus supplement provides otherwise, a“Subordinated Debt Security Event of Default” with
respect to any series of subordinated debt securities and a “Capital Security Event of Default” with respect to any series
of capital debt securities shall result if either a court of competent jurisdiction issues an order which is not successfully
appealed within 30 days, or an effective shareholders’ resolution is validly adopted, for our winding up (other than under
or in connection with a scheme of amalgamation or reconstruction not involving a bankruptcy or insolvency).

If a Subordinated Debt Security Event of Default or Capital Security Event of Default, as the case may be, occurs and
is continuing, the trustee or the holders of at least 25% in aggregate principal amount of the outstanding subordinated
debt securities or capital securities, as the case may be, of each series may declare to be due and payable immediately in
accordance with the terms of the applicable indenture the principal amount of, and any accrued but unpaid payments (or,
in the case of discount securities, the accreted face amount, together with any accrued interest), including any deferred
interest and, in the case of capital securities, any missed payments on the securities of the series. However, after this
declaration but before the trustee obtains a judgment or decree for payment of money due, the holder or holders of a
majority in aggregate principal amount of the outstanding subordinated debt securities or capital securities, as the case
may be, of the series may rescind the declaration of accelerations and its consequences, but only if all Subordinated Debt
Security Events of Default or Capital Security Events of Default, as the case may be, have been remedied and all payments
due, other than those due as aresult of acceleration, have been made.

Subordinated Debt Securities Defaults or Capital Securities Defaults

In addition to Subordinated Debt Security Events of Default and Capital Security Events of Default, the subordinated
debt and capital securities indentures also separately provide for “Subordinated Debt Security Defaults” and “Capital
Security Defaults”. The relevant prospectus supplement with respect to any series of subordinated debt securities or
capital securities shall set out what events, if any, shall be considered Subordinated Debt Security Defaults or Capital
Security Defaults. The indentures permit the issuance of subordinated debt securities or capital securities, as applicable,
in one or more series and whether a Subordinated Debt Security Default or Capital Security Default has occurred is
determined on a series-by-series basis.
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Unless the relevant prospectus supplement provides otherwise, if a Subordinated Debt Security Default or Capital
Security Default occurs and is continuing, the trustee may commence a proceeding in Scotland (but not elsewhere) for our
winding up, but the trustee may not declare the principal amount of any outstanding subordinated debt security or capital
security, as the case may be, due and payable. The relevant prospectus supplement will set forth further actions provided
in the subordinated debt securities indenture and the capital securities indenture relating to the rights of holders in
connection with the occurrence of a Subordinated Debt Security Default or Capital Security Default, if any, that may be
taken by the trustee upon the occurrence of a Subordinated Debt Security Default or Capital Security Default.

By accepting a subordinated debt security or a capital security, as applicable, each holder and the trustee will be
deemed to have waived any right of set-off, counterclaimor combination of accounts with respect to the subordinated
debt securities or capital securities, as applicable, or the applicable indenture (or between our obligations under or in
respect of any subordinated debt security or capital security, as applicable, and any liability owed by a holder or the
trustee to us) that they might otherwise have against us, whether before or during our winding up.

Events of Default and Defaults - General

The holder or holders of not less than a mgjority in aggregate principal amount of the outstanding debt securities of
any series may waive any past Senior Debt Security Event of Default, Subordinated Debt Security Event of Default,
Capital Security Event of Default, Subordinated Debt Security Default or Capital Security Default, or capital security
payment event with respect to the series, except a Senior Debt Security Event of Default, Subordinated Debt Security
Event of Default, Capital Security Event of Default, Subordinated Debt Security Default or Capital Security Default, in
respect of the payment of interest, if any, or principal of (or premium, if any) or payments or, in the case of capital
securities, missed payments on, any debt security or acovenant or provision of the applicable indenture which cannot be
modified or amended without the consent of each holder of debt securities of such series.

Subject to exceptions, the trustee may, without the consent of the holders, waive or authorize a Senior Debt Security
Event of Default if, in the opinion of the trustee, the Senior Debt Security Event of Default would not be materially
prejudicial to the interests of the holders.

Subject to the provisions of the applicable indenture relating to the duties of the trustee, if a Senior Debt Security
Event of Default, Subordinated Debt Security Event of Default, Capital Security Event of Default, Subordinated Debt
Security Default or Capital Security Default, or a capital security payment event occurs and is continuing with respect to
the debt securities of any series, the trustee will be under no obligation to any holder or holders of the debt securities of
the series, unless they have offered reasonable indemnity to the trustee. Subject to the indenture provisions for the
indemnification of the trustee, the holder or holders of a mgjority in aggregate principal amount of the outstanding debt
securities of any series shall have the right to direct the time, method and place of conducting any proceeding for any
remedy available to the trustee or exercising any trust or power conferred on the trustee with respect to the series, if the
direction is not in conflict with any rule of law or with the applicable indenture and the trustee does not determine that the
action would be unjustly prejudicial to the holder or holders of any debt securities of any series not taking part in that
direction. Thetrustee may take any other action that it deems proper which is not inconsistent with that direction.

The indentures provide that the trustee will, within 90 days after the occurrence of a Senior Debt Security Event of
Default, Subordinated Debt Security Event of Default, Capital Security Event of Default, Subordinated Debt Security
Default or Capital Security Default, or a capital security payment event with respect to the debt securities of any series,
give to each holder of the debt securities of the affected series notice of the Senior Debt Security Event of Default,
Subordinated Debt Security Event of Default, Capital Security Event of Default, Subordinated Debt Security Default or
Capital Security Default or acapital security payment event known to it, unless the Senior Debt Security Event of Default,
Subordinated Debt Security Event of Default, Capital Security Event of Default, Subordinated Debt Security Default or
Capital Security Default, or a capital security payment event has been cured or waived. However, the trustee shall be
protected in withholding notice if it determines in good faith that withholding noticeis in the interest of the holders.
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We are required to furnish to the trustee annually a statement as to our compliance with all conditions and covenants
under the indenture.

Consolidation, Merger and Sal e of Assets; Assumption

We may, without the consent of the holders of any of the debt securities, consolidate with, merge into or transfer or
lease our assets substantially as an entirety to any person, provided that any successor corporation formed by any
consolidation or amalgamation, or any transferee or lessee of our assets, is a company organized under the laws of any
part of the United Kingdomthat assumes, by a supplemental indenture, our obligations on the debt securities and under
the applicable indenture, and we procure the delivery of a customary officer’s certificate and legal opinion providing that
the conditions precedent to the transaction have been complied with.

Subject to applicable law and regulation, any of our wholly-owned subsidiaries may assume our obligations under the
debt securities of any series without the consent of any holder, provided that certain conditions are satisfied, including
that under certain indentures we unconditionally guarantee the obligations of the subsidiary under the debt securities of
that series. If we do, al of our direct obligations under the debt securities of the series and the applicable indenture shall
immediately be discharged. Any Additional Amounts under the debt securities of the series will be payable in respect of
taxes imposed by the jurisdiction in which the assuming subsidiary is incorporated, subject to exceptions equivalent to
those that apply to any obligation to pay Additional Amounts in respect of taxes imposed by any U.K. taxing jurisdiction,
rather than taxes imposed by any U.K. taxing jurisdiction. However, if we make payment under the guarantee, we shall be
required to pay Additional Amounts related to taxes, subject to the exceptions described under the heading “—Additional
Amounts” above, imposed by any U.K. taxing jurisdiction by reason of the guarantee payment. The subsidiary that
assumes our obligations will also be entitled to redeemthe debt securities of the relevant series in the circumstances
described in “—Redemption” above with respect to any change or amendment to, or change in the application or official
interpretation of, the laws or regulations (including any treaty) of the assuming subsidiary’s jurisdiction of incorporation
which occurs after the date of the assumption. However, the determination of whether the solvency condition has been
satisfied shall continue to be made with reference to us, unless applicable law requires otherwise.

An assumption of our obligationsunder the debt securities of any series might be deemed for U.S. federal income
tax purposesto be an exchange of those debt securities for new debt securities by each beneficial owner, resultingin a
recognition of taxable gain or lossfor those purposes and possibly certain other adverse tax consequences. You should
consult your tax advisor regarding the U.S. federal, state and local income tax consequences of an assumption.

Gover ning Law

The debt securities, the guarantees and the indentures will be governed by and construed in accordance with the
laws of the State of New York, except that, as the indentures specify, the subordination provisions of each series of debt
securities and the indentures will be governed by and construed in accordance with the laws of Scotland.

Notices

All notices to holders of registered debt securities shall be validly given if in writing and meailed, first-class postage
prepaid, to themat their respective addresses in the register maintained by the trustee.

The Trustees and Secur ities Administr ator

The Bank of New York Mellon, acting through its London Branch, One Canada Square, London E145AL, is the
trustee under the indentures with respect to the debt securities other than RBS NotessM and Retail Corporate Notes issued
by RBSplc. Wilmington Trust Company is the trustee under the indentures with respect to RBS NotessM and Retail
Corporate Notes issued by RBSplc. Citibank N.A. is the securities administrator under the indentures with respect to RBS
NotessM and Retail Corporate Notes issued by RBSplc. The trustees shall have and be subject to all the duties and
responsibilities specified with respect to an indenture trustee under the Trust Indenture Act of 1939 (“TIA”). Subject to
the provisions of the TIA, the trustees are under no obligation to exercise any of the powers vested in it by the indentures
at the request of any holder of notes, unless offered reasonable indemnity by the holder against the costs, expense and
liabilities which might be incurred thereby. We and certain
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of our subsidiaries maintain deposit accounts and conduct other banking transactions with The Bank of New York Mellon,
Wilmington Trust Company and Citibank N.A. in the ordinary course of our business. The Bank of New York Mellon

and Citibank, N.A. are also the book-entry depositaries and paying agents with respect to our debt securities. The Bank
of New York Mellon is the depositary with respect to the ADSs representing certain of our preference shares, and trustee
with respect to certain of our exchangeable capital securities.

Consent to Ser vice of Process

Under the indentures, we irrevocably designate John Fawcett, Chief Financial Officer, RBS Citizens Financial Group, Inc.,
as our authorized agent for service of process in any legal action or proceeding arising out of or relating to the indentures
or any debt securities brought in any federal or state court in The City of New York, New York and we irrevocably submit
to the jurisdiction of those courts.

DESCRIPTION OF DOLLAR PREFERENCE SHARES

The following isa summary of the general terms of the dollar preference shares of any series. Each time that we
issue dollar preference shares, we will file a prospectus supplement with the SEC, which you should read carefully. The
prospectus supplement will designate the terms of the dollar preference shares of the particular series, which are set out
in the resolutions establishing the seriesthat our board of directors or an authorized committee thereof (referred to in
this section asthe board of directors) adopt. These terms may amend, supplement or be different fromthose summarized
below, and if so the applicable prospectus supplement will state that, and the description of the dollar preference
shares of that series contained in the prospectus supplement will apply. You should also read our Articles of
Association, which we have filed with the SEC as an exhibit to the registration statement of which this prospectusisa
part. You should read the summary of the general terms of the ADR deposit agreement under which American
Depositary Receipts evidencing American Depositary Sharesthat may represent dollar preference shares may beissued,
under the heading “Description of American Depositary Receipts”.

If we issue dollar preference sharesthat qualify as capital for regulatory purposes, the terms of such dollar
preference shares may vary fromthose described in this prospectus and will be set forth in the relevant prospectus
supplement.

Genera

Under our Articles of Association, our board of directors is authorized to provide for the issuance of dollar preference
shares, in one or more series, with the dividend rights, liquidation value per share, redemption provisions, voting rights
and other rights, preferences, privileges, limitations and restrictions that are set forth in resolutions providing for their
issue adopted by our board of directors. Our board of directors may only provide for the issuance of dollar preference
shares of any series if aresolution of our shareholders has authorized the allotment of shares.

The dollar preference shares of any series will have the dividend rights, rights upon liquidation, redemption
provisions and voting rights described below, unless the relevant prospectus supplement provides otherwise. You
should read the prospectus supplement for the specific terms of any series, including:

o thenumber of shares offered, the nunber of shares offered in the formof ADSs and the number of dollar
preference shares represented by each ADS;

o thepublic offering price of the series;

e theliquidation value per share of that series;

o thedividend rate, or the method of calculating it;
e theplace where we will pay dividends;

o thedates on which dividends will be payable;

o thecircumstances under which dividends may not be payable;
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e voting rights;
e therestrictions applicable to the sale and delivery of the dollar preference shares;

e whether and under what circumstances we will pay additional amounts on the dollar preference shares in the
event of certain developments with respect to withholding tax or information reporting laws;

e any redemption, conversion or exchange provisions;
e any listing on asecurities exchange; and
e any other rights, preferences, privileges, limitations and restrictions relating to the series.

The prospectus supplement will also describe material U.S. and U K. tax considerations that apply to any particular
series of dollar preference shares.

The dollar preference shares of any series will rank junior as to dividends to the cumulative preference shares, equally
as to dividends with other non-cumulative preference shares, the exchange preference shares of any series and the
sterling preference shares, equally as to repayment of capital on awinding up or liquidation with other non-cumulative
preference shares, the exchange preference shares of any series, the sterling preference shares and the cumulative
preference shares and, unless the resolutions of our board of directors establishing any series of dollar preference shares
specify otherwise and the related prospectus supplement so states, will rank equally in all respects with the dollar
preference shares of each other series and any other of our shares which are expressed to rank equally with them. The
preferential rights to dividends of the holders of the cumulative preference shares are cumulative whereas the preferential
rights to dividends of the holders of any series of dollar preference shares, any series of exchange preference shares, the
euro preference shares, and any sterling preference shares will be or are non-cumulative. Holders of dollar preference
shares will have no pre-emptive rights.

The dollar preference shares will rank in priority to our ordinary shares as regards the right to receive dividends and
rights to repayment of capital if we are wound up or liquidated, whether or not voluntarily.

There are no restrictions under our Articles of Association or under Scots law as currently in effect that limit the right
of non-resident or foreign owners, as such, to acquire dollar preference shares of any series freely or, when entitled to
vote dollar preference shares of a particular series, to vote those dollar preference shares. There are currently no English
or Scots laws, decrees, or regulations that would prevent the remittance of dividends or other payments on the dollar
preference shares of any series to non-resident holders.

Dividends

Non-cumulative preferential dividends on each series of dollar preference shares will be payable at the rate or rates
and on the dates set out in the relevant prospectus supplement and will accrue fromtheir date of issue.

Pursuant to our Articles of Association, our board of directors may resolve prior to the issue and allotment of any
series of dollar preference shares that full dividends on such series of dollar preference shares in respect of a particular
dividend payment date will not be declared and paid if, (i) in its sole and absolute discretion, the board of directors
resolves prior to the relevant dividend payment date that such dividend (or part thereof) shall not be paid or (ii) in the
opinion of the board of directors, payment of a dividend would breach or cause a breach of the capital adequacy
requirements of the FSA that apply at that time to us and/or any of our subsidiaries, or subject to the next following
paragraph, our distributable profits, after the payment in full, or the setting aside of a sumto provide for the payment in
full, of all dividends stated to be payable on or before the relevant dividend payment date on the cumulative preference
shares (and any arrears of dividends thereon), are insufficient to cover the payment in full of dividends on that series of
dollar preference shares and dividends on any of our other preference shares stated to be payable on the same date as the
dividends on that series and ranking equally as to dividends with the dollar preference shares of that series. The U.K.
Companies Act 1985 (as amended) defines “distributable profits” as, in general terms, and subject to adjustment,
accumulated realized profits less accunulated realized losses.
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Unless the applicable prospectus supplement states otherwise, if dividends are to be paid but our distributable profits
are, in the opinion of the board of directors, insufficient to enable payment in full of dividends on any series of dollar
preference shares on any dividend payment date and also the payment in full of all other dividends stated to be payable
on such date on any other non-cunulative preference shares and any other share capital expressed to rank pari passu
therewith as regards participation in profits, after payment in full, or the setting aside of asumto cover the payment in full,
of all dividends stated to be payable on or before such date on any cumulative preference share, then the board of
directors shall (subject always to sub-clauses (i) and (ii) of the preceding paragraph) declare and pay dividends to the
extent of the available distributable profits, (if any) on a pro rata basis so that (subject as aforesaid) the amount of
dividends declared per share on the dollar preference shares of the series and the dividends stated to be payable on such
date on any other non-cumulative preference shares and any other share capital expressed to rank pari passu therewith as
regards distribution of profits will bear to each other the same ratio that accrued dividends per share on the dollar
preference shares of the series and other non-cumulative preference shares, and any other share capital expressed to rank
pari passu therewith as regards participation in profits, bear to each other.

Dividends on the cumulative preference shares, including any arrears, are payable in priority to any dividends on any
series of dollar preference shares, and as aresult, we may not pay any dividend on any series of dollar preference shares
unless we have declared and paid in full dividends on the cumulative preference shares, including any arrears.

If we have not declared and paid in full the dividend stated to be payable on any series of dollar preference shares on
the most recent dividend payment date, or if we have not set aside asumto provide for payment in full, in either case for
the reasons set out in sub-clause (i) of the second paragraph of this section, we may not declare or pay any dividends
upon any of our other share capital (other than the cumulative preference shares) and we may not set aside any sumto
pay such dividends, unless, on the date of declaration, we set aside an amount equal to the dividend for the then-current
dividend period payable on that series of dollar preference shares to provide for the payment in full of the dividend on that
series of dollar preference shares on the next dividend payment date. If we have not declared and paid in full any dividend
payable on any series of dollar preference shares on any dividend payment date, or if we have not set aside asumto
provide for payment in full, in either case for the reasons set out in sub-clause (ii) of the second paragraph of this section,
we may not redeem, purchase or otherwise acquire for any consideration any of our other share capital and may not set
aside any sumor establish any sinking fund to redeem, purchase or otherwise acquire them, until we have declared and
paid in full dividends on that series of dollar preference shares in respect of successive dividend periods singly or
together aggregating no less than 12 months.

To the extent that any dividend on any dollar preference share to which sub-clause (i) of the second paragraph of this
section applies is, on any occasion, not declared and paid by reason of the exercise of the board of directors’ discretion
referred to in sub-clause (i) of the second paragraph of this section, holders of such dollar preference shares shall have no
claimin respect of such non-payment. In addition, such non-payment shall not prevent or restrict (a) the declaration and
payment of dividends on any other series of dollar preference shares or on any of our non-cumulative preference shares
expressed to rank pari passu with our dollar preference shares, (b) the setting aside of sums for the payment of dividends
referred to in (a), (C) except as set forth in the following paragraph, the redemption, purchase or other acquisition of our
shares by us, or (d) except as set forth in the following paragraph, the setting aside of sums, or the establishment of
sinking funds, for any such redemption, purchase or other acquisition by us.

If we have not declared and paid in full the dividend stated to be payable on any series of dollar preference shares as
aresult of the board of directors’ discretion referred to in sub-clause (i) of the second paragraph of this section, then we
may not redeem, purchase or otherwise acquire for any consideration any of our share capital ranking after such dollar
preference shares, and may not set aside any sumnor establish any sinking fund for the redemption, purchase or other
acquisition thereof, until such time as we have declared and paid in full dividends on such series of dollar preference
shares in respect of successive dividend periods singly or together aggregating no less than 12 months. In addition, no
dividend may be declared or paid on any of our share capital ranking after such dollar preference shares as to dividends
until such time as the dividend stated to be payable on the dollar preference shares to which the discretion in sub-clause
(i) of the second paragraph of this section applies in respect of a dividend period has been declared and paid in full.
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No series of dollar preference shares rank after any other series of preference shares with which it is expressed to rank
pari passu as regards participation in profits, by reason only of the board of directors’ discretion referred to in sub-clause
(i) of the second paragraph of this section, or any dividend on that series not being paid by virtue of such discretion.

Dividends on the dollar preference shares of any series will be non-cumulative. If the board of directors does not pay
adividend or any part of adividend when due on a dividend payment date in respect of any series of dollar preference
shares becauseit is not required to do so, then holders of dollar preference shares of the applicable series will have no
claimin respect of the non-payment and we will have no obligation to pay the dividend accrued for the dividend period or
to pay any interest on the dividend, whether or not dividends on the dollar preference shares of the series are declared for
any future dividend period. The holders of the dollar preference shares of any series will have no right to participate in
our profits.

Any dividend which has remained unclaimed for 12 years fromthe date when it became due shall be forfeited and
shall revert to us.

We will calculate the amount of dividends payable on the dollar preference shares of any series for each dividend
period using the method determined by the board of directors before the shares are issued, except for any dividend period
shorter than afull dividend period, for which the amount of dividend payable will be calculated on the basis of twelve 30-
day months, a 360-day year and the actual number of days elapsed in the period, unless the applicable prospectus
supplement states otherwise. Payments of less than $0.01 will be rounded upwards.

Dividends declared on the dollar preference shares of any series will be payable to the ADR depositary or the record
holders as they appear on the register on the appropriate record dates, which will be the number of days before the
relevant dividend payment dates that the board of directors determines before the allotment of the particular series. If
applicable fiscal or other laws and regulations permit, each payment will be made, in the case of dollar preference shares of
any series in bearer form, by dollar check drawn on, or by transfer to adollar account maintained by the payee with, a bank
in London or in The City of New York or, in the case of dollar preference shares of any series in registered form, by dollar
check drawn on abank in London or in The City of New York and mailed to the record holder at the holder’s address as it
appears on the register for the dollar preference shares. If any date on which dividends are payable on the dollar
preference shares of any series is not a business day, then we will pay the dividend on the next business day, without any
interest or other payment in respect of the delay, unless it falls in the next calendar month, in which case we will make the
payment on the preceding business day. A “business day” is any day on which banks are open for business, and foreign
exchange dealings may be conducted, in London and The City of New York.

Liquidation Rights

If we are wound up or liquidated, whether or not voluntarily, the holders of the dollar preference shares of each series
will be entitled to receive out of our surplus assets available for distribution to shareholders, after payment of arrears (if
any) of dividends on the cumulative preference shares up to the date of payment, equally with our cumulative preference
shares, any other series of non-cunulative preference shares then outstanding, and all of our other shares ranking equally
with that series of dollar preference shares as regards participation in our surplus assets, a distribution in U.S. dollars per
dollar preference share equal to the liquidation value per share, together with an amount equal to dividends for the then
current dividend period accrued to the date of payment, before any distribution or payment may be made to holders of our
ordinary shares or any other class of our shares ranking after the dollar preference shares of that series. If the assets
available for distribution are insufficient to pay in full the amounts payable with respect to the dollar preference shares of
that series and any of our other preference shares ranking equally as to any such distribution with those dollar preference
shares, the holders of those dollar preference shares and other preference shares will share ratably in any distribution of
our surplus assets in proportion to the full respective preferential amounts to which they are entitled. After payment of
the full amount of the liquidation distribution to which they are entitled, the holders of the dollar preference shares will
have no right or claimto any of our surplus assets and will not be entitled to any further participation in surplus assets. If
the holders of the dollar preference shares are entitled to any recovery with respect to the dollar preference shares in any
winding up or liquidation, they might not be entitled in such proceedings to arecovery in U.S. dollars and might be
entitled only to arecovery in pounds sterling or any other lawful currency of the United Kingdom.
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Unless the relevant prospectus supplement specifies otherwise, we may redeemthe dollar preference shares of each
series, at our option, in whole or in part fromtime to time, on any date no earlier than five years and one day after they are
issued, in accordance with the notice period and at the redemption prices set forth in the prospectus supplement plus the
dividends otherwise payable for the then-current dividend period accrued to the redemption date.

Each notice of redemption will specify:
e theredemption date;
e theparticular dollar preference shares of the series to be redeemed;

o theredemption price, specifying the amount of the accrued but unpaid dividend per share to be included and
stating that dividends shall cease to accrue on redemption; and

e theplace or places where holders may surrender documents of title and obtain payment of the redemption price.

Our Articles of Association provide that no defect in the notice of redemption or in the giving of the notice will affect
the validity of the redemption proceedings.

If fewer than all of the outstanding dollar preference shares of a series are to be redeemed, our Articles of Association
provide that, for the purposes of determining the particular dollar preference shares to be redeemed, we shall cause a
drawing to be made in the presence of our independent auditors.

If certain limitations contained in our Articles of Association, the special rights of any of our shares, and the
provisions of applicable law permit (including, without limitation, the U.S. federal securities laws), we may, at any time or
fromtime to time, purchase outstanding dollar preference shares of any series by tender, available to all holders of those
dollar preference shares, in the open market, or by private agreement, in each case upon the terms and conditions that the
board of directors shall determine. Any dollar preference shares of any series that we purchase for our own account will
pursuant to applicable law be treated as cancelled and will no longer be issued and outstanding.

Under existing FSA requirements, we may not redeemor purchase any dollar preference shares unless we give prior
notice to the FSA and, in certain circumstances, it (i) consents in advance and (ii) at the time when the notice of
redemption is given and immediately following such redemption, we are or will be (as the case may be) in compliance with
our capital adequacy requirements as provided in the regulations relating to capital adequacy then in effect of the
FSA. The FSA may impose conditions on any redemption or purchase.

Voting Rights

The holders of the dollar preference shares of any series will not be entitled to receive notice of, attend or vote at any
general meeting of our shareholders except as provided by applicable law or as described below.

If any resolution is proposed for adoption by our shareholders varying or abrogating any of the rights attaching to
the dollar preference shares of a particular series or proposing that we be wound up, the holders of the outstanding dollar
preference shares will be entitled to receive notice of and to attend the general meeting of shareholders at which the
resolution is to be proposed and will be entitled to speak and vote on that resolution, but not on any other resolution. In
addition, if, before any general meeting of shareholders, we have failed to pay in full the dividend payable on the dollar
preference shares of a particular series for a number of dividend periods specified in the relevant prospectus supplement,
the holders of the dollar preference shares of that series shall be entitled to receive notice of, attend, speak and vote at
that meeting on all matters. In these circumstances only, the rights of the holders of dollar preference shares of that series
to vote shall continue until we have resumed the payment in full of dividends on the dollar preference shares of that series
for the number of dividend periods specified in the prospectus supplement. Holders of any series of dollar preference
shares shall be entitled to receive notice of,
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attend, speak and vote at general meetings in other circumstances if the board of directors determines, as specified in the
prospectus supplement.

Whenever holders of dollar preference shares are entitled to vote at a general meeting of shareholders, on a show of
hands each holder present in person, and each proxy for a holder, shall have one vote and on a poll each holder present in
person or by proxy shall have the number of votes for each dollar preference share of the relevant series that the board of
directors determines, as specified in the relevant prospectus supplement.

Our Articles of Association provide that all resolutions shall be decided on a show of hands unless, either before or
on the declaration of the result of the vote taken on a show of hands, apoll is demanded by:

o thechairman of the meeting;
e not less than three shareholders present in person or by proxy;
o the ADRdepositary;

e ashareholder or shareholders, including holders of any series of dollar preference shares entitled to vote on the
resolution, present in person or by proxy who represent at least 10% of the total voting rights of all shareholders
entitled to vote on the resolution; or

o ashareholder or shareholders present in person or by proxy and holding shares conferring aright to vote at the
meeting on which an aggregate sumhas been paid up egual to not less than 10% of the total sum paid up on all
shares conferring that right.

The holders, including holders of any series of dollar preference shares at atime when they have voting rights as a
result of our having failed to pay dividends on the series for the number of dividend periods specified in the applicable
prospectus supplement, of not less than 10% of the paid up capital that at the relevant date carries the right of voting at
our general meetings are entitled to require our board of directors to convene a general meeting. In addition, the holders
of any series of dollar preference shares may have theright to vote separately as a class in certain circumstances as
described below under the heading “— Variation of Rights”.

At June 30, 2012, we had approximately 6,016,601,862 ordinary shares outstanding. The dollar preference shares of
any series will not limit our ability to issue additional ordinary shares.

Form

The dollar preference shares of any series will, when issued, be fully paid and, as such, will not be subject to a call for
any additional payment. For each dollar preference share of each series issued, an amount equal to its nominal value will
be credited to our issued share capital account and an amount equal to the difference between its issue price and its
nominal value will be credited to our share premiumaccount.

The dollar preference shares of each series will be represented by a single certificate. If in registered form, the
certificate will beissued to the ADR depositary and if in bearer formthe certificate will be deposited with the ADR
depositary under the A DR deposit agreement. We may consider the ADR depositary to be the holder and absolute owner
of any series of dollar preference shares represented by the certificate so deposited for all purposes. Unless the relevant
prospectus supplement specifies otherwise, dollar preference shares of any series withdrawn from deposit under the ADR
deposit agreement will be evidenced by share certificates in registered formwithout dividend coupons. If an ADR holder
elects to receive share certificates in registered form, the share certificates will be delivered at the time of
withdrawal. Unless the prospectus supplement specifies otherwise, the dollar preference shares of any series may not be
withdrawn fromdeposit in bearer form

Title to dollar preference shares of any series in registered formwill pass by transfer and registration on the register
for the dollar preference shares of the series. Titleto dollar preference shares of any series in bearer form, or to any
dividend coupons appertaining to them, will pass by delivery of the relevant bearer share warrants or dividend
coupons. If our Articles of Association and the limitations described in the following paragraph and in any relevant
prospectus supplement permit, dollar preference shares of a particular series in bearer formwill be
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exchangeable for the same number of dollar preference shares of the series in registered formupon surrender of the
relevant bearer share warrants and all unmatured dividend coupons, if any, appertaining to them. Unless the prospectus
supplement specifies otherwise, dollar preference shares of any series in registered formwill not be exchangeable, in whole
orin part, for dollar preference shares of such series in bearer form.

Each exchange or registration of transfer of dollar preference shares of any series in registered formwill be effected by
entry on the register for the dollar preference shares of the series kept by our registrar at its office in the United
Kingdom. Any exchange or registration of transfer will be effected without charge to the person requesting the exchange
or registration, but the requesting person will be required to pay any related taxes, stamp duties or other governmental
charges. The exchange of dollar preference shares of any series in bearer formfor the dollar preference shares of such
series in registered formwill also be subject to applicable U.K. taxlaws and regulations in effect at the time of the
exchange. No exchange will be made unless any resulting taxes, stamp duties or other governmental charges have been
paid to us.

Variation of Rights

If applicable law permits, the rights attached to any series of dollar preference shares may be varied or abrogated only
with the written consent of the holders of 75% in nominal value of the outstanding dollar preference shares of that series
or with the sanction of a special resolution passed at a separate class meeting of the holders of the outstanding dollar
preference shares of that series. A special resolution will be adopted if passed by a mgjority of 75% of those holders
voting in person or by proxy at the meeting. The quorumrequired for any such class meeting will be two persons holding
or representing by proxy at least one-third in nominal amount of the outstanding dollar preference shares of the particular
series affected, except at any adjourned meeting, where any two holders present in person or by proxy will constitute a
guorum

The written consent of the holders of 75% in nominal value of the outstanding dollar preference shares of a particular
series or the sanction of a special resolution passed at a separate class meeting of holders of the outstanding dollar
preference shares of the series will be required if our directors propose to authorize, create or increase the amount of any
shares of any class or any security convertible into shares of any class ranking as regards rights to participate in our
profits or assets, other than if we redeemor purchase the shares, in priority to the series of dollar preference shares.

If we have paid the most recent dividend payable on the dollar preference shares of a particular series in full, the
rights attached to that series will not be deemed to be varied by the creation or issue of any further series of dollar
preference shares or of any sterling preference shares or of any other further shares ranking equally as regards
participation in our profits or assets with or junior to the dollar preference shares of that series, whether carrying identical
rights or different rights in any respect, including as to dividend, premiumon areturn of capital, redemption or conversion
or denominated in dollars or any other currency.

Notices of Meetings

We will cause a notice of any meeting at which holders of dollar preference shares of a particular series are entitled to
vote to be mailed to each record holder of dollar preference shares of that series. Each such notice will state:

e thedate of the meeting;

o adescription of any resolution to be proposed for adoption at the meeting on which those holders are entitled to
vote; and

o instructions for the delivery of proxies.

A holder of dollar preference shares of any series in registered formwho is not registered with an address in the
United Kingdomand who has not supplied an address within the United Kingdomto us for the purpose of service of
notices is not entitled to receive notices of meetings. For adescription of notices that we will give to the ADR depositary
and that the ADR depositary will give to ADR holders, you should see “Where You Can Find More Information”.
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Gowver ning Law

The creation and issuance of the dollar preference shares of any series and the rights attached to themshall be
governed by and construed in accordance with Scots law.

Registrar and Paying Agent

The relevant prospectus supplement will specify who will act as registrar and paying agent for the dollar preference
shares of each series.

DESCRIPTION OF AMERICAN DEPOSITARY RECEIPTS

The following isa summary of the general terms and provisions of the ADR deposit agreement under which the
ADRsmay beissued. The ADR deposit agreement isamong us, The Bank of New York Mellon, as depositary, and all
holdersfromtime to time of ADRsissued under it. Thissummary does not purport to be complete. You should read the
ADR deposit agreement, which we have filed with the SEC as an exhibit to the registration statement of which this
prospectusisa part. You may also read the ADR deposit agreement at the principal offices of The Bank of New York
Mellon in The City of New York and London.

American Depositary Receipts

ADRs will evidence ADSs of a particular series, which will represent dollar preference shares of a corresponding
series. Unless the relevant prospectus supplement specifies otherwise, each ADS will represent one dollar preference
share, or evidence of rights to secure one dollar preference share, deposited with the ADR depositary or the London
branch of The Bank of New York Mellon, as custodian. An ADRmay evidence any number of ADSs of the corresponding
series.

Deposit and Withdr awal of Deposited Securities

Upon receipt of dollar preference shares of a particular series or evidence of rights to receive dollar preference shares,
and subject to the terms of the A DR deposit agreement, the ADR depositary will execute and deliver at its principal office,
which is presently located at 101 Barclay Street, New York, New York 10286, U.S.A ., to the person or persons specified by
the depositor in writing upon payment of the fees, charges and taxes provided in the ADR deposit agreement, an ADR or
ADRs registered in the name of that person or persons evidencing the number of ADSs of the series corresponding to the
dollar preference shares of that series.

Upon surrender of ADRs at the principal office of the ADR depositary and upon payment of the taxes, charges and
fees provided in the ADR deposit agreement and subject to the terms of the ADR deposit agreement, an ADR holder is
entitled to delivery to or upon its order, at the principal office of the ADR depositary or at the office of the custodian in
London, of dollar preference shares of the relevant series in registered formin respect of the deposited dollar preference
shares and any other documents of title evidenced by the surrendered ADRs. The forwarding of share certificates and
other documents of title for delivery at the principal office of the ADR depositary will be at the risk and expense of the
ADR holder.

Dividends and Other Distributions

The ADR depositary will distribute all cash dividends or other cash distributions that it receives in respect of
deposited dollar preference shares of a particular series to ADR holders in proportion to their holdings of ADSs of the
series representing the dollar preference shares. The cash amount distributed will be reduced by any amounts that we or
the ADR depositary must withhold on account of taxes.

If we make any distribution other than in cash in respect of any deposited dollar preference shares of a particular
series, the ADR depositary will distribute the property received by it to ADR holders in proportion to their holdings of
ADSs of the series representing the dollar preference shares. If adistribution that we make in respect of deposited dollar
preference shares of a particular series consists of adividend in, or free distribution of, dollar preference shares of that
series, the ADR depositary may, if we approve, and will, if we request, distribute to ADR
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holders, in proportion to their holdings of ADSs of the series representing the dollar preference shares, additional ADRs
for an aggregate number of ADSs of that series received as the dividend or free distribution. If the ADR depositary does
not distribute additional ADRs, each ADS of that series will fromthen also represent the additional dollar preference
shares of the corresponding series distributed in respect of the deposited dollar preference shares before the dividend or
free distribution.

If the ADR depositary determines that any distribution in property, other than cash or dollar preference shares of a
particular series, cannot be made proportionately among ADR holders or if for any other reason, including any
requirement that we or the ADR depositary withhold an amount on account of taxes, the ADR depositary deems that such
adistribution is not feasible, the ADR depositary may dispose of all or aportion of the property in the amounts and in the
manner, including by public or private sale, that it deems equitable and practicable, and it will distribute the net proceeds
of any such sale or the balance of any such property after deduction of any taxes that we or the ADR depositary must
withhold to ADR holders as in the case of adistribution received in cash.

Redemption of ADSs

If we redeemany dollar preference shares of a particular series, the ADR depositary will redeem, fromthe amounts
that it receives fromthe redemption of deposited dollar preference shares, a number of ADSs of the series representing
those dollar preference shares which corresponds to the number of deposited dollar preference shares. The ADS
redemption price will correspond to the redemption price per share payable with respect to the redeemed dollar preference
shares. If we redeemless than all of the outstanding dollar preference shares of a particular series, the ADR depositary
will select the ADSs of the corresponding series to be redeemed, either by lot or in proportion to the number of dollar
preference shares represented. We must give our notice of redemption in respect of the dollar preference shares of a
particular series to the ADR depositary before the redemption date and the A DR depositary will promptly deliver the
noticeto all holders of ADRs of the corresponding series.

Recor d Dates

Whenever any dividend or other distribution becomes payable or shall be made in respect of dollar preference shares
of a particular series, or any dollar preference shares of a particular series are to be redeemed, or the ADR depositary
receives notice of any meeting at which holders of dollar preference shares of a particular series are entitled to vote, the
ADR depositary will fixarecord date for the determination of the A DR holders who are entitled to receive the dividend,
distribution, amount in respect of redemption of ADSs of the corresponding series, or the net proceeds of their sale, or to
give instructions for the exercise of voting rights at the meeting, subject to the provisions of the ADR deposit
agreement. Such record date will be as close in time as practicable to the record date for the dollar preference shares.

Voting of the Underlying Deposited Securities

Upon receipt of notice of any meeting at which holders of dollar preference shares of a particular series are entitled to
vote, the ADR depositary will, as soon as practicable thereafter, send to the record holders of ADRs of the corresponding
series anotice which shall contain:

e asummary of the notice of meeting;

e astatement that the record holders of ADRs at the close of business on a specified record date are entitled under
the ADR deposit agreement, if applicable laws and regulations and our Articles of Association permit, to instruct
the ADR depositary as to the exercise of the voting rights pertaining to the dollar preference shares of the series
represented by their ADSs; and

o abrief statement of how they may give instructions, including an express indication that they may instruct the
ADR depositary to give adiscretionary proxy to adesignated member or members of our board of directors.

The ADR depositary has agreed that it will try, if practicable, to vote or cause to be voted the dollar preference shares in
accordance with any written nondiscretionary instructions of record holders of ADRs that it receives on or
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before the date set by the ADR depositary. The ADR depositary has agreed not to vote the dollar preference shares
except in accordance with written instructions fromthe record holders of ADRs.

Inspection of Transfer Books

The ADR depositary will keep books, at its transfer office in The City of New York, for the registration and transfer of
ADRs that at all reasonable times will be open for inspection by ADR holders. However, this inspection may not be for
the purpose of communicating with ADR holders in the interest of a business or object other than our business or a matter
related to the ADR deposit agreement or the ADRs.

Reports and Notices

The ADR depositary will make available at its principal office for inspection by ADR holders any reports and
communications received fromus that are both received by the ADR depositary as the holder of dollar preference shares
of the applicable corresponding series and made generally available to the holders of those dollar preference shares by us,
including our annual report and accounts. The ADR depositary will also send copies of those reports to ADR holders
when furnished by us as provided in the ADR deposit agreement.

On or before the first date on which we give notice, by publication or otherwise, of any meeting at which holders of
the dollar preference shares of a particular series are entitled to vote, or of any reconvening of any such adjourned
meeting of holders, or of the taking of any action in respect of any cash or other distributions on or any redemption of
dollar preference shares of a particular series, we shall transmit to the ADR depositary a copy of the notice in the form
given or to be given to holders of the dollar preference shares. The ADR depositary will, at our expense, arrange for the
prompt transmittal by the custodian to the ADR depositary of such notices, and, if we request in writing, arrange for the
mailing, at our expense, of copies to all holders of ADRs evidencing ADSs of the corresponding series.

Amendment and Ter mination of the ADR Deposit Agr eement

The formof the ADRs evidencing ADSs of a particular series and any provisions of the ADR deposit agreement
relating to those ADRs may at any time and fromtime to time be amended by agreement between us and the ADR
depositary in any respect which we may deemnecessary or desirable. Any amendment that imposes or increases any fees
or charges, other than taxes and other governmental charges, or that otherwise prejudices any substantial existing right of
holders of outstanding ADRs evidencing ADSs of a particular series, will not take effect as to any ADRs until 30 days
after notice of the amendment has been given to the record holders of those ADRs. Every holder of any ADR at the time
an amendment becomes effective, if it has been given notice, will be deemed by continuing to hold the ADR to consent
and agree to the amendment and to be bound by the ADR deposit agreement or the ADR as amended. In no event may
any amendment impair the right of any holder of ADRs to surrender ADRs and receive in return the dollar preference

Whenever we direct, the ADR depositary has agreed to terminate the ADR deposit agreement as to dollar preference
shares of any and all series and the deposited securities, ADSs and ADRs of all corresponding series by mailing a
termination notice to the record holders of all those outstanding ADRs at least 30 days before the date fixed in the notice
for termination. The ADR depositary may likewise terminate the A DR deposit agreement as to dollar preference shares of
any and all series and the deposited securities, ADSs and ADRs of all corresponding series by mailing atermination
noticeto us and the record holders of all those outstanding ADRSs at any time 60 days after it has delivered to us awritten
notice of its election to resign, if a successor depositary has not been appointed and accepted its appointment as
provided in the ADR deposit agreement. If any ADRs evidencing ADSs of a particular series remain outstanding after the
date of any termination, the ADR depositary will then discontinue the registration of transfers of those ADRs, will
suspend the distribution of dividends to holders and will not give any further notices or performany further acts under
the ADR deposit agreement with respect to those ADRs, except that it will continue to collect dividends and other
distributions pertaining to the dollar preference shares of the corresponding series and any other property represented by
those ADRs, and will continue the delivery of dollar preference shares of the corresponding series, together with any
dividends or other distributions received with respect to themand the net proceeds of the sale of any property, in
exchange for ADRs surrendered to it. At any
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time after two years fromthe date of termination of the A DR deposit agreement as to ADRs evidencing ADSs of a
particular series, the ADR depositary may sell the dollar preference shares of the corresponding series and any other
property represented by those ADRs and may hold the net proceeds, together with any other cash then held by it under
the ADR deposit agreement in respect of those A DRs, without liability for interest, for the ratable benefit of the holders of
ADRs that have not previously been surrendered.

Char ges of ADR Depositary

The ADR depositary will charge the party to whomit delivers ADRs against deposits, and the party surrendering
ADR:s for delivery of dollar preference shares of a particular series or other deposited securities, property and cash, $5 for
each 100, or fraction of 100, ADSs evidenced by the ADRs issued or surrendered. We will pay all other charges of the
ADR depositary and those of any registrar, co-transfer agent and co-registrar under the ADR deposit agreement, but,
unless the relevant prospectus supplement with respect to a particular series of dollar preference shares or securities
convertible into or exchangeable for dollar preference shares of any series states otherwise, we will not pay:

e taxes, including U.K. stamp duty or U.K. stamp duty reserve tax, and other governmental charges;
e any applicable share transfer or registration fees on deposits or withdrawals of dollar preference shares;

e cable, telex, facsimile transmission and delivery charges which the ADR deposit agreement provides are at the
expense of the holders of ADRs or persons depositing or withdrawing dollar preference shares of any series; or

e expenses incurred or paid by the ADR depositary in any conversion of foreign currency into dollars.

You will be responsible for any taxes or other governmental charges payable on your ADRs or on the deposited
securities underlying your ADRs (including U.K. stamp duty or U.K. stamp duty reserve tax, but not stamp duty reserve
tax arising on issue of the securities underlying your ADRs). The ADR depositary may refuse to transfer your ADRS or
allow you to withdraw the deposited securities underlying your ADRs until such taxes or other charges are paid. The
A DR depositary may withhold any dividends or other distributions, or may sell for the account of the holder any part or all
of the deposited securities evidenced by the ADR, and may apply dividends or other distributions or the proceeds of any
sale in payment of the tax or other governmental charge, with the ADR holder remaining liable for any deficiency.

General

Neither the ADR depositary nor we will be liable to ADR holders if prevented or forbidden or delayed by any present
or future law of any country or by any governmental authority, or by reason of any provision, present or future, of our
Memorandum or Articles of Association, or any act of God or war or other circumstances beyond our control in
performing our obligations under the A DR deposit agreement. The obligations of both of us under the ADR deposit
agreement are expressly limited to performing our duties without gross negligence or bad faith.

If any ADSs of aparticular series are listed on one or more stock exchanges in the United States, the ADR depositary
will act as registrar or, if we request or with our approval, appoint aregistrar or one or more co-registrars, for registration of
the ADRs evidencing the ADSs in accordance with any exchange requirements. The registrars or co-registrars may be
removed and a substitute or substitutes appointed by the ADR depositary if we request or with our approval.

The ADRs evidencing ADSs of any series are transferable on the books of the ADR depositary. However, the ADR
depositary may close the transfer books as to ADRs evidencing ADSs of a particular series at any time or fromtime to time
when it deems it expedient to do so in connection with the performance of its duties or if we request. As acondition
precedent to the execution and delivery, registration of transfer, split-up, combination or surrender of any ADR evidencing
ADSs of aparticular series, or transfer and withdrawal of dollar preference shares of the corresponding series, the ADR
depositary or the custodian may require the person presenting the ADR or depositing the dollar preference shares to pay
asumsufficient to reimburse it for any related tax or other governmental charge and any share transfer or registration fee
and any applicable fees payable as provided in the ADR deposit agreement,


http://cfidocs.bbwebds.bloomberg.com:27638/cf/drv5/pub/edgar/2014/05/22/0000950103-14-003585/dp46569_424b5.htm#toc

26

Table of Contents

and the ADR depositary may withhold any dividends or other distributions, or may sell for the account of the holder any
part or al of the dollar preference shares evidenced by the ADR, and may apply dividends or other distributions or the
proceeds of any sale in payment of the tax or other governmental charge, with the ADR holder remaining liable for any
deficiency. Any person presenting dollar preference shares of any series for deposit or any holder of an ADR may be
required fromtime to time to furnish the ADR depositary or the custodian with proof of citizenship or residence, exchange
control approval, information relating to the registration on our books or registers or those maintained for us by the
registrar for the dollar preference shares of that series, or other information, to execute certificates and to make
representations and warranties that the ADR depositary or the custodian deems necessary or proper. Until those
requirements have been satisfied, the ADR depositary may withhold the delivery or registration of transfer of any ADR or
the distribution of any dividend or other distribution or proceeds of any sale or distribution. The delivery, transfer and
surrender of ADRs of any series generally may be suspended during any period when the transfer books of the ADR
depositary are closed or if we or the ADR depositary deemnecessary or advisable at any time or fromtime to time because
of any requirement of law or of any government or governmental authority, body or commission, or under any provision of
the ADR deposit agreement or for any other reason, subject to the provisions of the following sentence. The surrender of
outstanding ADRs of any series and withdrawal of deposited securities may only be suspended as aresult of:

e temporary delays caused by closing our transfer books or those of the ADR depositary or the deposit of dollar
preference shares of the corresponding series in connection with voting at a shareholders’ meeting or the
payment of dividends;

e thenon-payment of fees, taxes and similar charges; and

o compliance with any U.S. or foreign laws or governmental regulations relating to the ADRs of the series or to the
withdrawal of the deposited securities.

The ADR deposit agreement and the ADRs are governed by and construed in accordance with New York law.
PLAN OF DISTRIBUTION

We may sell relevant securities to or through underwriters or dealers and also may sell al or part of such securities
directly to other purchasers or through agents.

The distribution of the securities may be effected fromtime to time in one or more transactions at a fixed price or
prices, which may be changed, or at market prices prevailing at the time of sale, at prices related to such prevailing market
prices or at negotiated prices.

In connection with the sale of securities, we may compensate underwriters in the form of discounts, concessions or
commissions or in any other way that the applicable prospectus supplement describes. Underwriters may sell securities to
or through dealers, and the dealers may receive compensation in the formof discounts, concessions or commissions from
the underwriters and/or commissions fromthe purchasers for whomthey may act as agents. Underwriters, dealers and
agents that participate in the distribution of securities may be deemed to be underwriters, and any discounts or
commissions that we pay themand any profit on the resale of securities by them may be deemed to be underwriting
discounts and commissions, under the Securities Act. Any such underwriter or agent will be identified, and any such
compensation that we pay will be described, in the prospectus supplement.

Under agreements which we may enter into, we may be required to indemnify underwriters, dealers and agents who
participate in the distribution of securities against certain liabilities, including liabilities under the Securities Act.

Each new series of debt securities or dollar preference shares will be a new issue of securities with no established
trading market. If securities of a particular series are not listed on a U.S. national securities exchange, certain broker-
dealers may make a market in those securities, but will not be obligated to do so and may discontinue any market making at
any time without notice. We cannot give any assurance that any broker-dealer will make a market in securities of any
series or as to the liquidity of the trading market for those securities.
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To the extent an initial offering of the securities will be distributed by an affiliate of ours each such offering of
securities will be conducted in compliance with the requirements of FINRA Rule 5121 of the Financial Industry Regulatory
Authority, which is commonly referred to as FINRA, regarding a FINRA member firnv's distribution of securities of an
affiliate.

Following theinitial distribution of any of these securities, affiliates of ours may offer and sell these securities in the
course of their businesses as broker-dealers. Such affiliates may act as principals or agents in these transactions and may
make any sales at varying prices related to prevailing market prices at the time of sale or otherwise. Such affiliates may
also use this prospectus in connection with these transactions. None of our affiliates is obligated to make a market in any
of these securities and may discontinue any market-making activities at any time without notice.

Underwriting discounts and commissions on securities sold in the initial distribution will not exceed 8% of the
offering proceeds.

Any underwriter, selling agent or dealer utilized in the initial offering of securities will not confirmsales to accounts
over which it exercises discretionary authority without the prior specific written approval of its customer.

Delayed Delivery Arrangements

If so indicated in the prospectus supplement, we may authorize underwriters or other persons acting as its agents to
solicit offers by certain institutions to purchase dollar preference shares or debt securities fromit pursuant to contracts
providing for payment and delivery on afuture date. Institutions with which such contracts may be made include
commercial and savings banks, insurance companies, pension funds, investment companies, educational and charitable
institutions and others, but in all cases such institutions must be approved by us. The obligations of any purchaser under
any such contract will be subject to the condition that the purchase of the offered securities shall not at the time of
delivery be prohibited under the laws of the jurisdiction to which such purchaser is subject. The underwriters and such
other agents will not have any responsibility in respect of the validity or performance of such contracts.

LEGAL OPINIONS

Our United States counsel, Davis Polk & Wardwell LLP, New York, New York and Davis Polk & Wardwell London
LLP, London, United Kingdomwill pass upon certain legal matters relating to the securities. Our Scottish solicitors,
Dundas & Wilson CS LLP, will pass upon the validity of the securities under Scots law and certain matters of Scots law
relating to the subordination provisions of the securities.

EXPERTS

The consolidated financial statements, incorporated in this prospectus by reference from RBSGs current report on
Form6-K filed with the SEC on August 10, 2012 (“Restated 2011 Annual Report™), as at December 31, 2011, 2010 and 2009
and for each of the three years in the period ended Decenber 31, 2011, and the effectiveness of RBSGs internal control
over financial reporting have been audited by Deloitte LLP, an independent registered public accounting firm, as stated in
their reports, which are incorporated herein by reference. Such financial statements have been so incorporated in reliance
upon the reports of such firmgiven upon their authority as experts in accounting and auditing.

The audit report contains an unqualified opinion on RBSG’s consolidated financial statements as of December 31,
2011, 2010 and 2009 and an explanatory paragraph stating that (i) Note 43to the financial statements was added for the
inclusion of consolidating financial information in respect of RBS plc in accordance with Regulation S-X Rule 3-10; and (ii)
the financial statements for the years ended December 31, 2011, 2010 and 2009 were retrospectively restated to reflect the
share consolidation described in Note 27, the change in composition of reportable segments described in Note 38, and the
inclusion of the consolidated statement of comprehensive income to Note 43.
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ENFORCEMENT OF CIVIL LIABILITIES

We are apublic limited company incorporated and registered in Scotland, United Kingdom. Many of our directors
and executive officers, and certain experts named in this prospectus, reside outside the United States. All or a substantial
portion of our assets and the assets of those non-resident persons are located outside the United States. As aresult, it
may not be possible for investors to effect service of process within the United States upon us or those persons or to
enforce against themjudgments obtained in U.S. courts predicated upon civil liability provisions of the federal securities
laws of the United States. We have been advised by our Scottish solicitors, Dundas & Wilson CSLLP (as to Scots law)
that, both in original actions and in actions for the enforcement of judgments of U.S. courts, there is doubt as to whether
civil liabilities predicated solely upon the U.S. federal securities laws are enforceable in Scotland.

WHERE YOU CAN FIND MORE INFORMATION
Ongoing Reporting

Wefile reports and other information with the SEC. You can read and copy these reports and other information that
we file with the SEC at the SEC’s Public Reference Room, 100 F Street, N.E., Washington, D.C. 20549, United States. You
can call the SEC at 1-800-SEC-0330 for further information about the Public Reference Room The SEC’s website, at
http://www.sec.gov, contains reports and other information in electronic formthat we have filed electronically with the
SEC. You can also read this material at the offices of The New York Stock Exchange, 20 Broad Street, New York, New York
10005, United States, on which certain of our securities are listed.

We will provide the trustee for any debt securities and the A DR depositary for any dollar preference shares with our
annual reports, which will include a description of operations and our annual audited consolidated financial
statements. We will also provide any trustee or ADR depositary with interimreports that will include unaudited interim
summary consolidated financial information. Upon receipt, the trustee or the ADR depositary will mail the reports to all
record holders of the debt securities or dollar preference shares. In addition, we will provide the trustee or the ADR
depositary with al notices of meetings at which holders of debt securities or dollar preference shares are entitled to vote,
and all other reports and communications that are made generally available to holders of debt securities or dollar
preference shares.

Registr ation Statement

This prospectus is part of aregistration statement that we filed with the SEC. A s exhibits to the registration
statement, we have also filed or incorporated by reference the indentures, the underwriting agreements, the A DR deposit
agreement as well as various other documents listed in the exhibit index. Statements contained in this prospectus as to the
contents of any contract or other document referred to in this prospectus are not necessarily complete, and in each
instance reference is made to the copy of such contract or other document filed as an exhibit to the registration statement,
each such statement being qualified in all respects by such reference. For further information, you should refer to the
registration statement. You can obtain the full registration statement fromthe SEC or fromus.

INCORPORATION OF DOCUMENTS BY REFERENCE

The SEC allows us to “incorporate by reference” the information that we file with the SEC. This permits us to disclose
important information to you by referring to these filed documents. Any information referred to in this way is considered
part of this prospectus, and any information that we file with the SEC after the date of this prospectus will automatically be
deemed to update and supersede this information.

We incorporate by reference (i) RBSG's Annual Report on Form 20-F for the fiscal year ended December 31, 2011 filed
with the SEC on March 27, 2012; (i) RBSG's report on Form 6-K announcing RBSG'’s response to Moody’s rating action
on the group filed with the SEC on June 22, 2012; (jii) RBSG's report on Form 6-K including the Restated 2011 Annual
Report filed with the SEC on August 10, 2012; (iv) RBSG’s report on Form6-K including pro formafinancial information
filed with the SEC on August 10, 2012; (v) RBSG’s report on Form 6-K
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with the consolidated financial results as of and for the six months ended June 30, 2012, including the consolidating
footnote for RBS plc in accordance with Rule 3-10 of Regulation S-X, filed with the SEC on August 31, 2012; (vi) RBSG's
report on Form6-K announcing the final stage of implementation of the Dutch scheme in relation to the transfer of the
business conducted by RBS N.V. to RBS plc filed with the SEC on September 10, 2012; (vii) the announcement of final
results relating to the U.S. tender offer of RBS plc filed on Form6-K on September 17, 2012; and (viii) the announcement of
final results relating to the non-U.S. tender offer of RBS plc filed on Form6-K on September 17, 2012.

We also incorporate by reference all subsequent annual reports of RBSGfiled on Form 20-F and any future filings
made with the SEC under Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act and certain reports on Form6-K, if they
state that they are incorporated by reference into this prospectus, that we furnish to the SEC after the date of this
prospectus and until we or any underwriters sell all of the securities.

Upon written or oral request, we will provide free of charge a copy of any or all of the documents that we incorporate
by reference into this prospectus, other than exhibits which are not specifically incorporated by reference into this
prospectus. To obtain copies you should contact us at RBS Citizens Financial Group, Inc., 600 Washington Boulevard,
Stamford, Connecticut, 06901 United States; Attention: John Fawcett, telephone (203) 897 5037.

CAUTIONARY STATEMENT ON FORWARD-LOOKING STATEMENTS

Certain statements included in this prospectus are forward-looking statements. We may make forward-looking
statements in other documents filed with the SEC that are incorporated by reference into this prospectus. Forward-looking
statements can be identified by the use of forward-looking terminology such as words “expect,” “estimate,” “project,”
“anticipate,” “believes,” “should,” “could,” ‘intend,” “plan,” “probability,” “risk,” “target,” “goal,” “objective,” “may,”
“endeavor,” “outlook,” “optimistic,” “prospects” or by the use of similar expressions or variations on such expressions, or
by the discussion of strategy or objectives. Forward-looking statements are based on current plans, estimates and
projections, and are subject to inherent risks, uncertainties and other factors which could cause actual results to differ
materially fromthe future results expressed or implied by such forward-looking statements.

In particular, this prospectus and certain documents incorporated by reference into this prospectus include forward-
looking statements relating, but not limited, to possible future write-downs and our capital planning projections, our
potential exposures to various types of market risks, such as interest rate risk, foreign exchange raterisk, liquidity risk,
credit risk and commodity and equity price risk. Such statements are subject to risks and uncertainties. For example,
certain of the market risk disclosures are dependent on choices about key model characteristics, assumptions and
estimates, and are subject to various limitations. By their nature, certain of the market risk disclosures are only estimates
and, as aresult, actual future gains and losses could differ materially fromthose that have been estimated.

Other factors could also adversely affect our results or the accuracy of forward-looking statements in this prospectus,
and you should not consider the factors discussed here or in RBSG’s Restated 2011 Annual Report incorporated by
reference herein, to be a complete set of all potential risks or uncertainties. We have economic, financial market, credit,
legal and other specialists who monitor economic and market conditions and government policies and actions. However,
because it is difficult to predict with accuracy any changes in economic or market conditions or in governmental policies
and actions, it is difficult for us to anticipate the effects that such changes could have on our financial performance and
business operations.

The forward-looking statements made in this prospectus speak only as of the date of this prospectus. We do not
intend to publicly update or revise these forward-looking statements to reflect events or circumstances after the date of
this prospectus, and we do not assume any responsibility to do so. You should, however, consult any further disclosures
of aforward-looking nature we made in other documents filed with the SEC that are incorporated by reference into this
prospectus. This discussion is provided as permitted by the Private Securities Litigation Reform Act of 1995.
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