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CALCULATION OF REGISTRATION FEE

Title of Each Class of Securities Offered Maximum Aggregate Offering Price Amount of Registration Fee(1)

$750,000,000 Fixed-to-Fixed Reset Rate Subordinated

Tier 2 Notes due 2029

$750,000,000 $97,350

Total $750,000,000 $97,350

(1) Calculated in accordance with Rule 457(r) under the Securities Act of 1933, as amended.
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PROSPECTUS SUPPLEMENT

(to prospectus dated December 13, 2017)

 

 

The Royal Bank of Scotland Group plc

 

$750,000,000 Fixed-to-Fixed Reset Rate Subordinated Tier 2 Notes due 2029

 
The Fixed-to-Fixed Reset Rate Subordinated Tier 2 Notes due 2029 (the “Subordinated Notes”) will bear interest from (and including) the

date of issuance to (but excluding) November 1, 2024 (the “Reset Date”), at a rate of 3.754% per annum, and from (and including) the Reset Date

to (but excluding) maturity, at a rate per annum equal to the applicable U.S. Treasury Rate (as defined herein) as determined by the Calculation

Agent (as defined herein) on the Reset Determination Date (as defined herein), plus 2.100%. Interest on the Subordinated Notes will be paid semi-

annually in arrear on May 1 and  November 1 of each year, beginning on May 1, 2020, to (and including) maturity. The Subordinated Notes will

mature on November 1, 2029.

 

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 a winding 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 amounts due in respect of or arising under the Subordinated Notes will be subordinated to, and subject in right

of payment to the prior payment in full of, all claims of all Senior Creditors (as defined herein). The ranking of our obligations shall be set out in

the manner provided in the Indenture (as defined herein), which is governed by the laws of the State of New York, except for the subordination and

waiver of right to set-off provisions relating to the Subordinated Notes, which are governed by the laws of Scotland. 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. See “Description of the Subordinated Notes—General”.

 

We may redeem the Subordinated Notes at our sole discretion, in whole but not in part, on the Optional Redemption Date (as defined herein),

at 100% of their principal amount together with any accrued but unpaid interest to, but excluding, the date of redemption. In addition, we may

redeem the Subordinated Notes at our sole discretion, in whole but not in part, at 100% of their principal amount together with any accrued but

unpaid interest to, but excluding, the date of redemption, upon the occurrence of certain tax or regulatory events as described in this prospectus

supplement and the accompanying prospectus. Any redemption or repurchase of the Subordinated Notes is subject to the provisions described

under “Description of the Subordinated Notes—Conditions to Redemption and Repurchase”.

 

Notwithstanding any other agreements, arrangements, or understandings between us and any holder or beneficial owner of the

Subordinated Notes, by its acquisition of Subordinated Notes, each holder and
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beneficial owner of the Subordinated Notes acknowledges, accepts, agrees to be bound by and consents to the exercise of any UK bail-in

power by the relevant UK authority which may result in (i) the reduction or cancellation of all, or a portion, of the principal amount of, or

interest on, the Subordinated Notes; (ii) the conversion of all, or a portion, of the principal amount of, or interest on, the Subordinated

Notes into ordinary shares or other securities or other obligations of RBSG (as defined herein) or another person and/or (iii) the

amendment or alteration of the maturity of the Subordinated Notes, or amendment of the amount of interest due on the Subordinated

Notes, or the dates on which interest becomes payable, including by suspending payment for a temporary period; which UK bail-in power

may be exercised by means of variation of the terms of the Subordinated Notes solely to give effect to the exercise by the relevant UK

authority of such UK bail-in power. Each holder and beneficial owner of the Subordinated Notes further acknowledges and agrees that the

rights of the holders and/or beneficial owners under the Subordinated Notes are subject to, and will be varied, if necessary, solely to give

effect to, the exercise of any UK bail-in power by the relevant UK authority.

 

By its acquisition of Subordinated Notes, each holder (including each beneficial holder) of the Subordinated Notes, to the extent

permitted by the Trust Indenture Act of 1939 as amended (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 from taking, in either case in accordance with the exercise of the UK bail-in power by the relevant UK authority with

respect to the Subordinated Notes.

 

We intend 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 acquisition of Subordinated Notes, each holder (including each beneficial holder) shall be deemed to have (i) consented to the exercise

of any UK bail-in power which may be imposed without any prior notice by the relevant UK authority of its decision to exercise such power with

respect to the Subordinated Notes and (ii) authorised, directed and requested The Depository 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 UK 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 U.S. Securities and Exchange Commission (the “SEC”) nor any other regulatory body has approved or disapproved of

these securities or passed upon the accuracy or adequacy of this prospectus supplement or the accompanying prospectus. Any

representation to the contrary is a criminal offense.

 

 Per Subordinated Note Total

Price to the public 100.000% $750,000,000

Underwriting discount 0.420% $3,150,000

Proceeds, before expenses, to us 99.580% $746,850,000

 

The initial price to the public set forth above does not include accrued interest, if any. Interest on the Subordinated Notes will accrue from

November 1, 2019 and must be paid by the purchaser if the Subordinated Notes are delivered thereafter.

 

The Subordinated Notes will be issued in registered form in denominations of $200,000 and integral multiples of $1,000 in excess thereof. We

expect that the Subordinated Notes will be ready for delivery through the book-entry facilities of DTC and its participants on or about November 1,

2019.

 

Joint Bookrunners and Joint Lead Managers

 

 

BofA Securities Credit Suisse NatWest Markets RBC Capital Markets
 

Prospectus Supplement dated October 29, 2019
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We have not, and the Underwriters have not, authorised anyone to provide any information other than that contained or incorporated

by reference in this prospectus supplement and the accompanying prospectus or in any free writing prospectus prepared by us or on our

behalf or to which we have referred you. We and the Underwriters take no responsibility for, and can provide no assurance as to the

reliability of, any other information that others may give you. We are not, and the Underwriters are not, making an offer to sell these

securities in any state or jurisdiction where the offer or sale is not permitted. You should assume that the information contained in this

prospectus supplement, the accompanying prospectus and the documents incorporated by reference herein is accurate only as of their

respective dates.
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ABOUT THIS PROSPECTUS SUPPLEMENT

 

In this prospectus supplement, we use the following terms:

 

• “we”, “us”, “our”, “Issuer” and “RBSG” refer to The Royal Bank of Scotland Group plc;

 

• “Group” refers to RBSG together with its subsidiaries consolidated in accordance with International Financial Reporting Standards;

 

• “SEC” refers to the U.S. Securities and Exchange Commission;
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• “Indenture” refers to the Subordinated Debt Securities Indenture dated as of December 4, 2012, as amended by the first supplemental

indenture dated December 4, 2012 and the fourth supplemental indenture dated May 28, 2014 (collectively, the “Base Indenture”) and as

further amended and supplemented by a fifth supplemental indenture to be dated as of November 1, 2019 (the “Supplemental Indenture”)

governing the Subordinated Notes.

 

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

 

• “U.S. dollar”, “dollars” and “$” refer to the currency of the United States; and

 

• “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 U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”), and in

accordance therewith, we file reports and other information with the SEC. The SEC’s website, at http://www.sec.gov, and our website, at

http://www.rbs.com, contain reports and other information in electronic form that we have filed. Except for SEC filings incorporated by reference

in this prospectus supplement and the accompanying prospectus, none of the information on or that can be accessed through our website is part of

this prospectus supplement or the accompanying prospectus. 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 (0)131 626 0000.

 

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

 

• documents incorporated by reference are considered part of this prospectus supplement;

 

• we can disclose important information to you by referring you to these documents; and

 

• 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 SEC filings 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 the following reports, except for any information contained on websites linked in such reports:

 

• our annual report on Form 20-F for the year ended December 31, 2018, filed with the SEC on February 28, 2019 (File No. 001-10306), as

restated by the 2019 Restatement Document (as defined below) (the “2018 Annual Report”);

 

• our interim report on Form 6-K announcing the resignation of Ross McEwan as Chief Executive Officer and Executive Director, filed with

the SEC on April 25, 2019 (File No. 001-10306);

 

• our interim report on Form 6-K containing a retrospective revision of certain sections of our annual report on Form 20-F for the year

ended December 31, 2018, to reflect changes to the Group’s reportable segments
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and changes in a reporting standard, together with certain other information, filed with the SEC on April 30, 2019 (File No. 001-10306)

(the “2019 Restatement Document”);

 

• our interim report on Form 6-K containing our unaudited condensed consolidated financial statements for the six-months ended and as at

June 30, 2019, together with certain other information, filed with the SEC on August 7, 2019 (File No. 001-10306) (the “H1 2019 Interim

Report”);

 

• our interim report on Form 6-K containing an update on the charges related to Payment Protection Insurance, filed with the SEC on

September 4, 2019 (File No. 001-10306);
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• our interim report on Form 6-K containing an update on the appointment of Alison Rose as Chief Executive Officer and Executive

Director, filed with the SEC on September 20, 2019 (File No. 001-10306); and

 

• our interim report on Form 6-K containing our unaudited condensed consolidated financial statements for the three-months and nine-

months ended and as at September 30, 2019, together with certain other information, filed with the SEC on October 24, 2019 (File No.

001-10306) (the “Q3 2019 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 Act from the date of this prospectus supplement until the offering contemplated in this

prospectus supplement is completed. Reports on Form 6-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.

 

S-iii

 

FORWARD-LOOKING STATEMENTS

 

From time 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 Act of

1995. We caution that these statements may and often do vary materially from actual results. Accordingly, we cannot assure you that actual results

will not differ materially from those expressed or implied by the forward-looking statements. You should read the sections entitled “Risk Factors”

in this prospectus supplement and in our 2018 Annual Report which is incorporated by reference herein, “Summary Risk Factors” in our H1 2019

Interim Report which is incorporated by reference herein, “Cautionary Statement on Forward-Looking Statements” in the accompanying

prospectus and “Forward-Looking Statements” in our 2018 Annual Report, the 2019 Restatement Document, the H1 2019 Interim Report and the

Q3 2019 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 UK Financial Conduct Authority (the “FCA”), any applicable stock exchange or any applicable law, we expressly

disclaim any 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.

 

IMPORTANT INFORMATION

 

MiFID II product governance / Professional investors and ECPs only target market—Solely for the purposes of each manufacturer’s

product approval process, the target market assessment in respect of the Subordinated Notes has led to the conclusion that: (i) the target market for

the Subordinated Notes is eligible counterparties and professional clients only, each as defined in Directive 2014/65/EU (as amended, “MiFID II”);

and (ii) all channels for distribution of the Subordinated Notes to eligible counterparties and professional clients are appropriate. Any person

subsequently offering, selling or recommending the Subordinated Notes (a “distributor”) should take into consideration the manufacturers’ target

market assessment; however, a distributor subject to MiFID II is responsible for undertaking its own target market assessment in respect of the

Subordinated Notes (by either adopting or refining the manufacturers’ target market assessment) and determining appropriate distribution channels.

 

PRIIPs Regulation / Prohibition of sales to EEA retail investors—The Subordinated Notes are not intended to be offered, sold or otherwise

made available to and should not be offered, sold or otherwise made available to any retail investor in the European Economic Area (“EEA”). For

these purposes, a retail investor means a person who is one (or more) of: (i) a retail client as defined in point (11) of Article 4(1) of MiFID II; or

(ii) a customer within the meaning of Directive (EU) 2016/97 (as amended or superseded, the “Insurance Distribution Directive”), where that

customer would not qualify as a professional client as defined in point (10) of Article 4(1) of MiFID II. Consequently no key information document

required by Regulation (EU) No 1286/2014 (the “PRIIPs Regulation”) for offering or selling the Subordinated Notes or otherwise making them

available to retail investors in the EEA has been prepared and therefore offering or selling the Subordinated Notes or otherwise making them

available to any retail investor in the EEA may be unlawful under the PRIIPs Regulation.

 

Each person in a Member State of the EEA who receives any communication in respect of, or who acquires any Subordinated Notes under, the

offers to the public contemplated in this prospectus supplement, or to whom the Subordinated Notes are otherwise made available, will be deemed

to have represented, warranted, acknowledged and agreed to and with each Underwriter and the Issuer that it and any person on whose behalf it

acquires Subordinated Notes is not a “retail investor” as defined above.

 

European Economic Area—This prospectus supplement has been prepared on the basis that any offer of the Subordinated Notes in any

Member State of the EEA will be made pursuant to an exemption under the Prospectus Regulation from the requirement to publish a prospectus
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for offers of the Subordinated Notes. The expression Prospectus Regulation means Regulation (EU) 2017/1129 (as amended or superseded), and

includes any relevant implementing measure in the Member State of the EEA concerned.
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Singapore Securities and Futures Act Product Classification—Solely for the purposes of its obligations pursuant to Sections 309B(1)(a)

and 309B(1)(c) of the Securities and Futures Act (Chapter 289) of Singapore (the “SFA”), we have determined, and hereby notify all relevant

persons (as defined in Section 309A of the SFA) that the Subordinated Notes are “prescribed capital markets products” (as defined in the Securities

and Futures (Capital Markets Products) Regulations 2018) and “Excluded Investment Products” (as defined in MAS Notice SFA 04- N12: Notice

on the Sale of Investment Products and MAS Notice FAA-N16: Notice on Recommendations on Investment Products).
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SUMMARY

 

The following is a summary of this prospectus supplement and should be read as an 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 the documents incorporated by

reference herein and therein, as a whole. Words and expressions defined in “Description of the Subordinated Notes” below shall have the same

meanings in this summary.

 

General

 

Issuer The Royal Bank of Scotland Group plc.

Subordinated Notes $750,000,000 aggregate principal amount of Fixed-to-Fixed Reset Rate Subordinated Tier

2 Notes due 2029 (the “Subordinated Notes”).

Issue Date November 1, 2019.

Maturity We will repay the Subordinated Notes at 100% of their principal amount together with any

accrued and unpaid interest on November 1, 2029.

Interest Rate From (and including) the Issue Date to (but excluding) November 1, 2024 (the “Reset

Date”), interest on the Subordinated Notes will be payable at a rate of 3.754% per annum.

 

From (and including) the Reset Date to (but excluding) maturity (the “Reset Period”),

interest on the Subordinated Notes will be payable at a rate per annum equal to the

applicable U.S. Treasury Rate (as defined herein) as determined by the Calculation Agent

(as defined herein) on the Reset Determination Date (as defined herein), plus 2.100%.

Interest Payment Dates Interest on the Subordinated Notes will be payable semi-annually in arrear on May 1 and

November 1 of each year, beginning on May 1, 2020 (each an “Interest Payment Date”).

Reset Date November 1, 2024.

Reset Determination Date The second business day immediately preceding the Reset Date (the “Reset Determination

Date”).

 

“business day” means any day, other than Saturday or Sunday, that is neither a legal

holiday nor a day on which banking institutions are authorised or required by law or

regulation to close in the City of New York or in the City of London.

U.S. Treasury Rate “U.S. Treasury Rate” means, with respect to the Reset Date, the rate per annum equal to:

(1) the average of the yields on actively traded U.S. Treasury securities adjusted to
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constant maturity, for five-year maturities, for the five business days immediately prior to

the Reset Determination Date and appearing under the caption “Treasury constant

maturities” at 5:00 p.m. (New York City time) on the Reset Determination Date in the

applicable most recently published statistical release designated “H.15 Daily Update”, or

any successor publication that is published by the Board of Governors of the Federal

Reserve System that establishes yields on actively traded U.S. Treasury securities adjusted

to constant maturity, under the caption “Treasury Constant Maturities”, for the maturity of

five years; or (2) if such release (or any successor release) is not published during the

week immediately prior to the Reset Determination Date or does not contain such yields,

the rate per annum equal to the semi-annual equivalent yield to maturity
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 of the Comparable Treasury Issue, calculated using a price for the Comparable Treasury

Issue (expressed as a percentage of its principal amount) equal to the Comparable

Treasury Price for the Reset Date.

 

The U.S. Treasury Rate shall be determined by the Calculation Agent (as defined below).

 

If the U.S. Treasury Rate cannot be determined, for whatever reason, as described under

(1) or (2) above, “U.S. Treasury Rate” means the rate in percentage per annum as notified

by the Calculation Agent to the Issuer equal to the yield on U.S. Treasury securities

having a maturity of five years as set forth in the most recently published statistical

release designated “H.15 Daily Update” under the caption “Treasury constant maturities”

(or any successor publication that is published weekly by the Board of Governors of the

Federal Reserve System and that establishes yields on actively traded U.S. Treasury

securities adjusted to constant maturity under the caption “Treasury constant maturities”

for the maturity of five years) at 5:00 p.m. (New York City time) on the Reset

Determination Date on which such rate was set forth in such release (or any successor

release).

 

“Comparable Treasury Issue” means, with respect to the Reset Period, the U.S. Treasury

security or securities selected by the Issuer with a maturity date on or about the last day of

the Reset Period and that would be utilised, at the time of selection and in accordance with

customary financial practice, in pricing new issues of corporate debt securities

denominated in U.S. dollars and having a maturity of five years.

 

“Comparable Treasury Price” means, with respect to the Reset Date, (i) the arithmetic

average of the Reference Treasury Dealer Quotations for the Reset Date (calculated on the

Reset Determination Date preceding the Reset Date), after excluding the highest and

lowest such Reference Treasury Dealer Quotations, or (ii) if fewer than five such

Reference Treasury Dealer Quotations are received, the arithmetic average of all such

quotations, or (iii) if fewer than two such Reference Treasury Dealer Quotations are

received, then such Reference Treasury Dealer Quotation as quoted in writing to the

Calculation Agent by a Reference Treasury Dealer.

 

“Reference Treasury Dealer” means each of up to five banks selected by the Issuer

(following, where practicable, consultation with the Calculation Agent), or the affiliates of

such banks, which are (i) primary U.S. Treasury securities dealers, and their respective

successors, or (ii) market makers in pricing corporate bond issues denominated in U.S.

dollars.

 

“Reference Treasury Dealer Quotations” means with respect to each Reference Treasury

Dealer and the Reset Date, the arithmetic average, as determined by the Calculation Agent,

of the bid and offered prices for the applicable Comparable Treasury Issue, expressed in

each case as a percentage of its principal amount, at 11:00 a.m. (New York City time), on
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the Reset Determination Date.

Regular Record Dates The regular record dates for the Subordinated Notes will be the 15th day of each April and

October of each year, whether or not a business day, immediately preceding the relevant

Interest Payment Date.

Ranking 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 a winding up or in the event that an administrator has
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 been appointed in respect of us and notice has been given that it intends to declare and

distribute a dividend, all amounts due in respect of or arising under the Subordinated

Notes will be subordinated to, and subject in right of payment to the prior payment in full

of, all claims of all Senior Creditors (as defined herein). The ranking of our obligations

shall be set out in the manner provided in the 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.

Noteholder’s Waiver of Right to Set-Off By acquiring a Subordinated Note, each holder (and the Trustee acting on behalf of the

holders) will be deemed to have waived to the fullest extent permitted by law any right of

set-off, counterclaim or combination of accounts with respect to such Subordinated Note

or the Indenture (or between our obligations under or in respect of any Subordinated Note

and any liability owed by a holder) that they (or the Trustee acting on their behalf) 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 (or the Trustee acting on behalf of such holders) against us are discharged by set-

off, such holder (or the Trustee acting on behalf of such holders) will immediately pay an

amount equal to the amount of such discharge to us or, in the event of a winding-up,

liquidation or administration, our liquidator or administrator (or other relevant insolvency

official), as the case may be, to be held on trust for senior creditors, and until such time as

payment is made will hold a sum equal to such amount on trust for senior creditors, and

accordingly such discharge shall be deemed not to have taken place.

Events of Default and Defaults; Limitation of

Remedies

Events of Default

 

An “Event of Default” with respect to the Subordinated Notes shall only result if:

 

• a court of competent jurisdiction makes an order for our winding up which is not

successfully appealed within 30 days; or

 

• 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 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 interest on such

Subordinated Notes to be due and payable immediately in accordance with the terms of

the Indenture. There are no other circumstances in which holders of Subordinated Notes or
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the Trustee may accelerate amounts to be paid in respect of the Subordinated Notes.
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 Defaults

 

A “Default” with respect to the Subordinated Notes shall result if:

 

• any installment of interest in respect of the Subordinated Notes is not paid on or

before the relevant Interest Payment Date and such failure continues for 14 days;

or

 

• all or any 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 7 days.

 

If a Default occurs and is continuing, the Trustee may commence a proceeding for our

winding up, but the Trustee may not declare the principal amount of any outstanding

Subordinated Notes to be due and payable.

 

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

Subordinated Notes.

 

The provisions described under “Description of Debt Securities—Events of Default and

Defaults; Limitation of Remedies” in the accompanying prospectus do not apply to the

Subordinated Notes.

 

For further details, see “Description of the Subordinated Notes—Events of Default and

Defaults; Limitation of Remedies” and “Risk Factors—The Subordinated Notes contain

very limited Defaults and Events of Default provisions, and the remedies available

thereunder are limited”.

Agreement with Respect to the Exercise of UK

Bail-in Power

Notwithstanding any other agreements, arrangements, or understandings between us and

any holder or beneficial owner of the Subordinated Notes, by its acquisition of

Subordinated Notes, each holder and beneficial owner of the Subordinated Notes

acknowledges, accepts, agrees to be bound by and consents to the exercise of any UK bail-

in power by the relevant UK authority which may result in (i) the reduction or cancellation

of all, or a portion, of the principal amount of, or interest on, the Subordinated Notes; (ii)

the conversion of all, or a portion, of the principal amount of, or interest on, the

Subordinated Notes into ordinary shares or other securities or other obligations of RBSG

or another person; and/or (iii) the amendment or alteration of the maturity of the

Subordinated Notes, or amendment of the amount of interest due on the Subordinated

Notes, or the dates on which interest becomes payable, including by suspending payment

for a temporary period; which UK bail-in power may be exercised by means of variation

of the terms of the Subordinated Notes solely to give effect to the exercise by the relevant

UK authority of such UK bail-in power. Each holder and beneficial owner of the

Subordinated Notes further acknowledges and agrees that the rights of the holders and/or

beneficial owners under the Subordinated Notes are subject to, and will be varied, if

necessary, solely to give effect to, the exercise of any UK bail-in power by the relevant

UK authority.

 

For these purposes, a “UK bail-in power” is any write-down, conversion, transfer,

modification or suspension power existing from time 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 Kingdom in effect and
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applicable in the United Kingdom to RBSG or other members of the
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 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

(whether or not the UK is a Member State of the European Union) and/or within the

context of a UK resolution regime under the Banking Act, pursuant to which any

obligations of a bank, banking group company, credit institution or investment firm or any

of its affiliates can be reduced, cancelled, modified, transferred and/or converted into

shares or other securities or obligations of the obligor or any other person (or suspended

for a temporary period) or pursuant to which any right in a contract governing such

obligations may be deemed to have been exercised. A reference to the “relevant UK

authority” is to any authority with the ability to exercise a UK bail-in power.

Repayment of Principal and Payment of

Interest After Exercise of UK 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 UK bail-in

power by the relevant UK 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 Kingdom and the European

Union applicable to us and the Group.

Capital Disqualification Event Redemption Subject to the provisions described under “Description of the Subordinated Notes—Notice

of Redemption” and “Description of the Subordinated Notes—Conditions to Redemption

and Repurchase”, we may redeem the Subordinated Notes at our sole discretion, in whole

but not in part, at any time at 100% of their principal amount together with any accrued

but unpaid interest to, but excluding, the date of redemption, in the event we determine

that a Capital Disqualification Event (as defined herein) has occurred and is continuing.

See “Description of the Subordinated Notes Loss—Capital Disqualification Event

Redemption” and “Risk Factors—We may redeem the Subordinated Notes at our option

in certain situations, including as a result of certain tax law changes or the occurrence of

a Capital Disqualification Event or on the Optional Redemption Date”.

Optional Redemption Subject to the provisions described under “Description of the Subordinated Notes—Notice

of Redemption” and “Description of the Subordinated Notes—Conditions to Redemption

and Repurchase”, we may redeem the Subordinated Notes at our sole discretion, in whole

but not in part, on November 1, 2024 (the “Optional Redemption Date”), at 100% of their

principal amount together with any accrued but unpaid interest to, but excluding, the date

of redemption. See “Risk Factors—We may redeem the Subordinated Notes at our option

in certain situations, including as a result of certain tax law changes or the occurrence of

a Capital Disqualification Event or on the Optional Redemption Date”.

Tax Redemption Subject to the provisions described under “Description of the Subordinated Notes—Notice

of Redemption” and “Description of the Subordinated Notes—Conditions to Redemption

and Repurchase”, in the event of certain tax law changes that require us to pay Additional

Amounts (as defined herein) and other limited circumstances as described under

“Description of the Subordinated Notes—Tax Redemption ” in this prospectus supplement

and “Description of Debt
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 Securities—Redemption ” in the accompanying prospectus, we may redeem the

Subordinated Notes at our sole discretion, in whole but not in part, at any time at 100% of

their principal amount together with any accrued but unpaid interest to, but excluding, the

date of redemption. See “Risk Factors—We may redeem the Subordinated Notes at our

option in certain situations, including as a result of certain tax law changes or the

occurrence of a Capital Disqualification Event or on the Optional Redemption Date”.  

Repurchase Subject to the provisions described under “Description of the Subordinated Notes

—Conditions to Redemption and Repurchases” below, we may at any time and from time

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.

Conditions to Redemption and Repurchase Notwithstanding any other provision, we may only redeem the Subordinated Notes prior

to the maturity date or repurchase the Subordinated Notes (and give notice thereof to the

holders of Subordinated Notes in the case of redemption) if we have obtained the prior

consent of the PRA (as defined below) (except to the extent that the Capital Regulations

(as defined herein) does not so require), as described under “Description of the

Subordinated Notes —Conditions to Redemption and Repurchases”.

 

“PRA” means the UK Prudential Regulation Authority and/or such other governmental

authority in the United Kingdom having primary supervisory authority with respect to our

business.

Book-Entry Issuance, Settlement and

Clearance

We will issue the Subordinated Notes in fully registered form in denominations of

$200,000 and integral multiples of $1,000 in 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 and Clearstream Luxembourg, 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 Certain

Provisions Relating to Debt Securities and Contingent Convertible Securities—Form of

Debt Securities; Book-Entry System” in the accompanying prospectus.

Conflicts of Interest NatWest Markets Securities Inc., an affiliate of RBSG, is a Financial Industry Regulatory

Authority (“FINRA”) member and an Underwriter (as defined herein) 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.  NatWest Markets Securities Inc. 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.

CUSIP 780097BM2

ISIN US780097BM20

Listing and Trading We intend to apply to list the Subordinated Notes on the New York Stock Exchange in

accordance with its rules.
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Trustee and Principal Paying Agent The Bank of New York Mellon, One Canada Square, London E14 5AL, United Kingdom,

will act as the trustee and initial principal paying agent for the Subordinated Notes.
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Calculation Agent National Westminster Bank Plc or its successor appointed by us, pursuant to a calculation

agent agreement expected to be entered into on November 1, 2019 (the “Calculation

Agent”).

Timing of Delivery We currently expect delivery of the Subordinated Notes to occur on November 1, 2019,

which will be the third business day following the date of pricing of the Subordinated

Notes (such settlement cycle being referred to as “T+3”). Under Rule 15(c)6-1 of the U.S.

Exchange Act, trades in the secondary market generally are required to settle in two

business days (as such term is used for purposes of Rule 15(c) 6-1 of the U.S. Exchange

Act) unless the parties to any such trade expressly agree otherwise. Accordingly,

purchasers who wish to trade Subordinated Notes on the date of this prospectus

supplement will be required, by virtue of the fact that the Subordinated Notes initially will

settle in T+3, to specify an alternative settlement cycle at the time of any such trade to

prevent a failed settlement. Purchasers of Subordinated Notes who wish to make such

trades should consult their own advisors.

Use of Proceeds We intend to use the net proceeds of the offering to fund our general banking business.

See “Use of Proceeds”.

Governing Law The Indenture and the Subordinated Notes are governed by, and construed in accordance

with, the laws of the State of New York, except for the subordination and waiver of right

to set-off provisions relating to the Subordinated Notes, which are governed by the laws of

Scotland.
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RISK FACTORS

 

Prospective investors should consider carefully the risk factors incorporated by reference into this prospectus supplement and as set out

below as well as the other information set out elsewhere in this prospectus supplement (including any other documents incorporated by reference

herein including the 2018 Annual Report, the 2019 Restatement Document, the H1 2019 Interim Report and the Q3 2019 Interim Report and any

risk factors included therein) 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 factors that, if they were to materialise, could have a material adverse

effect on the business, operations, financial condition or prospects of RBSG and cause RBSG’s future results to be materially different from

expected results. RBSG has described only those risks that it considers to be material. There may be additional risks that RBSG currently

considers not to be material or of which it is not 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 RBSG is not in a position to express a view on the likelihood of any such contingency

occurring. Investors should note that they bear RBSG’s solvency risk.

 

Each of the risks highlighted could have a material adverse effect on the amount of principal and interest which investors will 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 Notes and, as a result, investors could lose some or all of their investment. You should consult your

own financial, tax and legal advisers regarding the risks of an investment in the Subordinated Notes.

 

Risks relating to RBSG and the Group

 

For a description of the risks associated with RBSG and the Group, including certain risks associated with investments in RBSG’s securities,

please refer to the “Risk Factors” section in our 2018 Annual Report and the “Summary Risk Factors” section in our H1 2019 Interim Report,

which are incorporated by reference herein.

 

Risks relating to the Subordinated 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 ranks, or is expressed to rank, junior to or pari

passu with the Subordinated Notes. We expect from time to time to incur additional indebtedness or other obligations that will constitute senior
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indebtedness, and the Subordinated Indenture does not contain any provisions restricting our ability to incur senior indebtedness or the amount

thereof. Although the Subordinated Notes may pay a higher rate of interest than comparable notes which are not so subordinated, there is a risk that

an investor in such Subordinated Notes will lose all or some of its investment if RBSG become insolvent since the assets of RBSG would be

available to pay such amounts only after all the senior creditors of RBSG have been paid in full. See also “The relevant UK authority may exercise

the UK bail-in tool in respect of RBSG and the Subordinated Notes, which may result in holders of the Subordinated Notes losing some or all of

their investment” and “The Subordinated Notes are effectively subordinated to our secured indebtedness”.

 

On December 19, 2018, the Banks and Building Societies (Priorities on Insolvency) Order 2018 (the “Order”), came into effect. The Order

implements Directive (EU) 2017/2399 of the European Parliament and of the Council of December 12, 2017, amending Directive 2014/59/EU (as

may be amended or replaced from time to time, the “BRRD”) as regards the ranking of unsecured debt instruments in insolvency hierarchy.

Specifically, the Order splits a financial institution’s non-preferential debts into classes, and provides that ordinary non-preferential debts will rank

ahead of secondary non-preferential debts and tertiary non-preferential debts. The Subordinated Notes would constitute tertiary non-preferential

debts under the Order, and therefore both ordinary and secondary non-preferential debts would continue to rank ahead of claims in respect of the

Subordinated Notes (see “Description of the Subordinated Notes—General”). See also “—The relevant UK authority may exercise the UK bail-in

tool in respect of RBSG and the Subordinated Notes, which may result in holders of the Subordinated Notes losing some or all of their

investment”, “—Holders’ rights may be limited in respect of the exercise of the UK bail-in power by the relevant UK authority”.
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The Subordinated Notes contain very limited Defaults and Events of Default provisions, and the remedies available thereunder are limited.

 

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

The sole remedy available to the Trustee against the Issuer in case of a “Default”, 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), is that the Trustee may commence a

proceeding for our winding up and/or prove in our winding up. The Trustee may not, however, 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.

 

An Event of Default will only occur if an order is made for our winding up which is not successfully appealed within 30 days or upon a valid

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). On the occurrence of such an Event of Default, the Trustee and the

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 UK bail-in power is exercised. As

a result, during such time as the Trustee is seeking to cause our winding up, your claims in such winding up could be reduced to zero.

 

As such, the remedies available to holders of Subordinated Notes are limited, which may make enforcement more difficult. See “Description

of the Subordinated Notes—Events of Default and Defaults; Limitation of Remedies” for further details.

 

Limitation on the Issuer’s gross-up obligation under the Subordinated Notes.

 

The Issuer’s obligation to pay additional amounts in respect of certain withholding taxes under the terms of the Subordinated Notes applies

only to payments of interest due and paid under Subordinated Notes and not to payments of principal. The Issuer will not be required to pay any

additional amounts under the terms of the Subordinated Notes to the extent any withholding or deduction applied to payments of principal.

Accordingly, if any such withholding or deduction were to apply to any payments of principal under the Subordinated Notes, you may receive less

than the full amount due under the Subordinated Notes, and the market value of the Subordinated Notes may be adversely affected.

 

Regulatory actions in the event a bank or investment firm in the Group is failing or likely to fail could have a material adverse effect on

the value of the Subordinated Notes and your rights thereunder.

 

The BRRD establishes an EU-wide framework for the recovery and resolution of credit institutions and investment firms, their subsidiaries

and certain holding companies. The BRRD requires all EEA member states to provide their relevant authorities with a set of tools to intervene

sufficiently early and quickly with respect to an institution which is failing or likely to fail so as to ensure the continuity of the institution’s critical

financial and economic functions, while minimizing the impact of an institution’s failure on the broader economy and financial system.

 

In the United Kingdom, the majority of the requirements of the BRRD have been implemented into national law in the Banking Act 2009, as
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the same has been or may be amended from time to time (whether pursuant to the UK Financial Services (Banking Reform) Act 2013 (the

“Banking Reform Act 2013”), secondary legislation or otherwise, the “Banking Act”) and other legislation. The UK implementation of the BRRD

included the introduction of the UK bail-in tool as of January 1, 2015. For more information on the UK bail-in tool, see “—The relevant UK

authority may exercise the UK bail-in tool in respect of RBSG and the Subordinated Notes, which may result in holders of the Subordinated Notes

losing some or all of their investment” and “—Under the terms of the
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Subordinated Notes, you have agreed to be bound by the exercise of any UK bail-in power by the relevant UK authority” below.

 

The Banking Act confers substantial powers on relevant UK authorities designed to enable them to take a range of actions in relation to

UK banks or investment firms and certain of their affiliates in the event a bank or investment firm in the same group is considered to be failing

or likely to fail. The exercise of any of these actions in relation to RBSG or any entity within the Group could have a material adverse effect on

the value of the Subordinated Notes.

 

Under the Banking Act, substantial powers are granted to the Bank of England (or, in certain circumstances, HM Treasury), in consultation

with the Prudential Regulation Authority, the FCA and HM Treasury, as appropriate as part of a special resolution regime (the “SRR”). These

powers enable the relevant UK authority to implement resolution measures with respect to a UK bank or investment firm and certain of its affiliates

(including, for example, RBSG) (each a “relevant entity”) in circumstances in which the relevant UK authority is satisfied that the resolution

conditions are met. Under the applicable regulatory framework and pursuant to guidance issued by the Bank of England, governmental financial

support, if any is provided, would only be used as a last resort measure where a serious threat to financial stability cannot be avoided by other

measures (such as the stabilization options described below, including the UK bail-in power) and subject to the limitations set out in the Banking

Act.

 

The Banking Act grants broad powers to the relevant UK authorities and the application of such powers, or any suggestion of such application,

could have a material adverse effect on the value or trading liquidity of the Subordinated Notes or the rights of holders under the Subordinated

Notes and could lead to holders of the Subordinated Notes losing some or all of the value of their investment in the Subordinated Notes. These

powers include the ability to (i) modify or cancel contractual arrangements to which an entity in resolution is party, in certain circumstances; (ii)

suspend or override the enforcement provisions or termination rights that might be invoked by counterparties facing an entity in resolution, as a

result of the exercise of the resolution powers; and (iii) disapply or modify laws in the UK (with possible retrospective effect) to enable the powers

under the Banking Act to be used effectively.

 

The exercise of the stabilization options (described below) or other powers conferred on the relevant UK authority under the Banking Act with

respect to us, or any suggestion of any such exercise, could have a material adverse effect on affect the value or trading liquidity of the

Subordinated Notes or your rights under the Subordinated Notes and could lead to holders of the Subordinated Notes losing some or all of the value

of their investment in the Subordinated Notes. See also “—The relevant UK authority may exercise the UK bail-in tool in respect of RBSG and the

Subordinated Notes, which may result in holders of the Subordinated Notes losing some or all of their investment” and “—Holders’ rights may be

limited in respect of the exercise of the UK bail-in power by the relevant UK authority”.

 

Further, in November 2016, the European Commission proposed substantial amendments (the “Commission Proposals”) to the BRRD as well

as the Capital Requirements Regulation (“CRR”) and the Capital Requirements Directive (“CRD IV”). The final consolidated texts of the

Commission Proposals (“BRRD II” and “CRR II”) were endorsed by the EU ambassadors and published on 15 February 2019 and published in the

Official Journal of the EU in June 2019. BRRD II covers multiple areas, including, inter alia, to enhance the stabilization tools with the

introduction of a moratorium tool, a revised minimum requirement for own funds and eligible liabilities (or “MREL”) framework and the

integration of the minimum total loss-absorbing capacity (or “TLAC”) standard into EU legislation. Member states are expected to adopt and

publish the measures necessary to comply with the BRRD II by 28 December 2020. The provisions of the CRR II relating to TLAC apply from

June 2021. It is anticipated that the BRRD II and CRR II will be implemented into UK law following the UK’s withdrawal from the EU but until

that time it is uncertain as to how the BRRD II and CRR II will impact RBSG.

 

We may redeem the Subordinated Notes at our option in certain situations, including as a result of certain tax law changes or the

occurrence of a Capital Disqualification Event or on the Optional Redemption Date.

 

We may redeem the Subordinated Notes at our sole discretion, in whole but not in part, on the Optional Redemption Date at 100% of their

principal amount together with any accrued but unpaid interest to, but excluding, the date of redemption as described under “Description of the

Subordinated Notes—Optional Redemption”. In addition, we may redeem the Subordinated Notes at our sole discretion, in whole but not in part,

at their principal amount together with accrued but unpaid interest upon the occurrence of certain tax law changes or a Capital
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Disqualification Event, as described in “Description of the Subordinated Notes—Tax Redemption ” and “Description of the Subordinated Notes—

Capital Disqualification Event Redemption”.

 

In the event we were to decide to exercise our option to redeem the Subordinated Notes in any of the circumstances described above, such

redemption may be subject to meeting certain conditions, which include, among others, having given any required notice to the UK Prudential

Regulation Authority and/or such other governmental authority in the United Kingdom having primary supervisory authority with respect to our

business (the “PRA”) and the PRA granting permission to such redemption (except to the extent that the Capital Regulations (as defined herein)

does not so require), and compliance by us with any other requirements of the Capital Regulations (as defined herein) and/or the PRA applicable to

such redemptions or repurchases at the time, regardless of whether such redemption would be favourable to you or us. See “Description of the

Subordinated Notes—Conditions to Redemption and Repurchase”.

 

In addition, any decision by us as to whether we will exercise our option to redeem the Subordinated Notes will be taken at our absolute

discretion and our decision may be influenced by factors such as, but not limited to, the economic impact of exercising such option to redeem the

Subordinated Notes, any tax consequences, the applicable regulatory capital requirements and the prevailing market conditions. With respect to a

Capital Disqualification Event, as the Capital Regulations continue to be implemented in the United Kingdom and may be subject to potential

future amendments, we are currently unable to predict whether the Subordinated Notes are likely to be fully or partially excluded from our Tier 2

Capital and/or Tier 2 Capital of our Regulatory Group.

 

You will not have the right to request the redemption of the Subordinated Notes and should not invest in the Subordinated Notes in the

expectations that we would exercise our option to redeem the Subordinated Notes. You should be aware that you may be required to bear the

financial risks of an investment in the Subordinated Notes until maturity. Our optional redemption on the Optional Redemption Date or the

perception that the Subordinated Notes may be redeemed in the circumstances noted above, may impact the market value of the Subordinated

Notes. Moreover, if we redeem the Subordinated Notes in any of the circumstances mentioned above, you may not be able to reinvest the

redemption proceeds in securities offering a comparable yield as the Subordinated Notes.

 

The SRR is designed to be triggered prior to our insolvency and holders of the Subordinated Notes may not be able to anticipate the

exercise of any resolution power (including the UK bail-in power) by the relevant UK authorities.

 

Several stabilization options are available to the relevant UK authorities under the SRR, where the conditions for resolution have been met,

including: (i) private sector transfer of all or part of the business of the relevant entity, which can include either its shares or its property; (ii)

transfer of all or part of the business of the relevant entity to a “bridge bank” established by the Bank of England pending a future sale or share

issuance; (iii) an asset separation tool which allows assets and liabilities of the firm to be transferred to and managed by an asset management

vehicle; (iv) the UK bail-in tool (as described further below); and (v) temporary public ownership (nationalization). In addition, the relevant UK

authorities may commence special administration or liquidation procedures applicable to financial institutions.

 

The stabilization options are intended to be applied prior to the point at which any insolvency proceedings with respect to the relevant entity

could have been initiated. Accordingly, in the event the relevant UK authority seeks to exercise the stabilization options in relation to a UK

banking group company (such as RBSG), it must: (i) be satisfied that a UK bank or investment firm is failing, or is likely to fail; (ii) determine that

it is not reasonably likely that (ignoring the stabilization powers) action will be taken by or in respect of a UK bank or investment firm that will

result in condition (i) above ceasing to be met; (iii) consider the exercise of the stabilization powers to be necessary, having regard to certain

public interest considerations (such as the stability of the UK financial system, public confidence in the UK banking system and the protection of

depositors, being some of the special resolution objectives) and (iv) consider that the special resolution objectives would not be met to the same

extent by the winding-up of the UK bank or investment firm.

 

The use of different stabilization powers is also subject to further “specific conditions” that vary according to the relevant stabilization power

being used.

 

Although the SRR sets out the pre-conditions for determining whether an institution is failing or likely to fail, it is uncertain how the Bank of

England would assess such conditions in any particular pre-insolvency scenario
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affecting RBSG and/or other members of the Group and in deciding whether to exercise a resolution power. In addition, upon the United Kingdom

formally terminating its membership of the European Union, the Bank of England may adopt new or different criteria for determining the

conditions to the exercise of its resolution powers and new or different powers to intervene in such circumstances. Further regulatory

developments, including proposals by the Financial Stability Board on cross-border recognition of resolution actions, could also influence the

conditions for the exercise of the stabilisation powers. There has been no application of the SRR powers in the UK to a large financial institution,
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such as RBSG, to date, which could provide an indication of the relevant UK authority’s approach to the exercise of the resolution powers, and

even if such examples existed, they may not be indicative of how such powers could be applied to RBSG. Therefore, holders of the Subordinated

Notes may not be able to anticipate a potential exercise of any such powers nor the potential effect that the exercise of such powers could have on

RBSG, the Group and the Subordinated Notes. Uncertainty relating to the exercise of such powers may lead to increased volatility in the trading of

the Subordinated Notes and may affect their market value.

 

The relevant UK authority may exercise the UK bail-in tool in respect of RBSG and the Subordinated Notes, which may result in holders

of the Subordinated Notes losing some or all of their investment.

 

The UK bail-in tool was introduced as an additional power available to the Bank of England (as a relevant UK authority), to enable it to

recapitalize a failed institution by allocating losses to its shareholders and unsecured creditors (which would include holders of the Subordinated

Notes) in a manner that (i) reflects the hierarchy of capital instruments and otherwise ought to respect the hierarchy of claims in an ordinary

insolvency and (ii) is consistent with shareholders and creditors not receiving a less favourable treatment than they would have received in

ordinary insolvency proceedings of the relevant entity (known as the “no creditor worse off” safeguard). Certain liabilities are excluded from the

scope of the UK bail-in tool, such as insured deposits and liabilities that are secured. The Banking Act also grants the power for the relevant UK

authority to exclude any liability or class of liabilities on certain prescribed grounds (including financial stability grounds) and subject to specified

conditions.

 

Where the conditions for resolution exist, the Bank of England may use the bail-in tool (in combination with other resolution tools under the

Banking Act) to, among other things, cancel a liability or modify the terms of contracts for the purposes of reducing or deferring the liabilities of

the relevant entity under resolution and the power to convert a liability from one form or class to another. The exercise of such powers may result

in the cancellation of all, or a portion, of the principal amount of, interest on, or any other amounts payable on, the Subordinated Notes and/or the

conversion of all or a portion of the principal amount of, interest on, or any other amounts payable on, the Subordinated Notes into ordinary shares

or other securities or other obligations of RBSG or another person. In addition, the Bank of England may use the UK bail-in tool to, among other

things, replace or substitute RBSG as obligor in respect of the Subordinated Notes, modify the terms of the Subordinated Notes (including altering

the maturity (if any) and/or the amount of interest payable and/or imposing a temporary suspension on payments) and discontinue the listing and

admission to trading of the Subordinated Notes.

 

There remains uncertainty as to how the bail-in powers may be exercised and how they would affect us and the Subordinated Notes. The

determination that all or part of the principal amount of the Subordinated Notes will be subject to loss absorption is likely to depend on a number of

factors which may be outside of our control. Moreover, as the final criteria that the relevant UK authority would consider in exercising any bail-in

power provide it with considerable discretion, holders of the Subordinated Notes may not be able to refer to publicly available criteria in order to

anticipate a potential exercise of any such power and consequently its potential effect on us, the RBSG and the Subordinated Notes. The relevant

UK authority is also not required to provide any advance notice to holders of the Notes of their decision to exercise any resolution power.

 

Due to this inherent uncertainty, it will be difficult to predict when, if at all, the exercise of the UK bail-in power may occur which would

result in a principal write off or conversion to equity. The uncertainty may adversely affect the value of an investment in the Subordinated Notes.

Additionally, to the extent the UK bail-in power is exercised to convert the Subordinated Notes into securities, any securities you receive upon

conversion of your Subordinated Notes (whether debt or equity) likely may not be listed for at least an extended period of time, if at all, or may be

on the verge of being delisted by the relevant exchange, including, for example, our American depositary receipts listed on the New York Stock

Exchange or our ordinary shares listed on the London Stock Exchange or otherwise. Moreover, the exercise of the UK bail-in power and/or other

actions implementing the UK bail-in power may require interests in the Subordinated Notes to be held or taken, as the case may be, through

clearing systems, intermediaries or persons other than DTC. Furthermore, the trustee may be unwilling to continue serving in its
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capacity as trustee for the Subordinated Notes, subject to the terms of the Indenture. As a result, there may not be an active market for any

securities you may hold after the exercise of the UK bail-in power.

 

As a potential investor in the Subordinated Notes, you should consider the risk that you may lose all of your investment, including the

principal amount plus any accrued but unpaid interest if the UK bail-in power is acted upon or that such Subordinated Notes may be converted into

ordinary shares or other instruments of us or a Group entity which may be of little value at the time of conversion and thereafter. In addition,

trading behaviour, including prices and volatility, may be affected by the threat of bail-in and as a result the Subordinated Notes may not follow the

trading behaviour associated with other types of securities.

 

Although the above represents the risks associated with the UK bail-in power currently in force in the UK and applicable to our securities

(including the Subordinated Notes), changes to the scope of, or conditions for the exercise of the UK bail-in power may be introduced as a result of

further developments, including those resulting from the process of the UK leaving the EU. In addition, further political, legal or strategic

developments may lead to structural changes to the Group, including at the holding company level. Notwithstanding any such changes, we expect



https://www.sec.gov/Archives/edgar/data/844150/000095010319014586/dp114902_424b5.htm[10/31/2019 9:45:53 AM]

that our securities (including the Subordinated Notes) would remain subject to the exercise of a form of bail-in power, either pursuant to the

provisions of the Banking Act, the BRRD or otherwise.

 

Under the terms of the Subordinated Notes, you have agreed to be bound by the exercise of any UK bail-in power by the relevant UK

authority.

 

Pursuant to Article 55 of the BRRD and the relevant rules adopted in the UK to transpose such requirements, subject to limited exceptions,

unsecured liabilities of a financial institution governed by the laws of a country outside of the EEA (which include the Subordinated Notes, the

terms of which are governed by New York Law) must contain a contractual acknowledgment whereby the holders recognise that such liability may

be subject to the UK bail-in power and agree to be bound by the exercise of those powers by the relevant UK authority.

 

As a result, and notwithstanding any other agreements, arrangements, or understandings between us and any holder or beneficial owner of the

Subordinated Notes, by its acquisition of Subordinated Notes, each holder and beneficial owner of the Subordinated Notes acknowledges, accepts,

agrees to be bound by and consents to the exercise of any UK bail-in power by the relevant UK authority which may result in (i) the reduction or

cancellation of all, or a portion, of the principal amount of, or interest on, the Subordinated Notes; (ii) the conversion of all, or a portion, of the

principal amount of, or interest on, the Subordinated Notes into ordinary shares or other securities or other obligations of RBSG or another person;

and/or (iii) the amendment or alteration of the maturity of the Subordinated Notes, or amendment of the amount of interest due on the Subordinated

Notes, or the dates on which interest becomes payable, including by suspending payment for a temporary period; which UK bail-in power may be

exercised by means of variation of the terms of the Subordinated Notes solely to give effect to the exercise by the relevant UK authority of such

UK bail-in power. Each holder and beneficial owner of the Subordinated Notes further acknowledges and agrees that the rights of the holders

and/or beneficial owners under the Subordinated Notes are subject to, and will be varied, if necessary, solely to give effect to, the exercise of any

UK bail-in power by the relevant UK authority.

 

For these purposes, a “UK bail-in power” is any write-down, conversion, transfer, modification or suspension power existing from time 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 Kingdom in effect and applicable in the United Kingdom to RBSG 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 (whether or not the UK is a Member State of the European Union) and/or within the context of a UK

resolution regime under the Banking Act, pursuant to which any obligations of a bank, banking group company, credit institution or investment

firm or any of its affiliates can be reduced, cancelled, modified, transferred and/or converted into shares or other securities or obligations of the

obligor or any other person (or suspended for a temporary period) or pursuant to which any right in a contract governing such obligations may be

deemed to have been exercised. A reference to the “relevant UK authority” is to any authority with the ability to exercise a UK bail-in power.

 

Any UK bail-in power may be exercised in such a manner as to result in you and other holders of Subordinated Notes losing the value of all or

a part of your investment in the Subordinated Notes or receiving a different security
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from the Subordinated Notes, which may be worth significantly less than the Subordinated Notes and which may have significantly fewer

protections than those typically afforded to debt securities. Moreover, the relevant UK authority may exercise its authority to implement the UK

bail-in power without providing any advance notice to the holders of the Subordinated Notes.

 

Neither a reduction or cancellation, in part or in full, of the principal amount of or any interest on the Subordinated Notes, the conversion

thereof into another security or obligation of RBSG or another person, as a result of the exercise of the UK bail-in power by the relevant UK

authority with respect of the Subordinated Notes will of itself constitute a default or event of default under the terms of the Subordinated Notes or

the Indenture.

 

For more information, see “Description of the Subordinated Notes—Agreement with Respect to the Exercise of UK Bail-in Power”.

 

Holders’ rights may be limited in respect of the exercise of the UK bail-in power by the relevant UK authority.

 

There may be limited protections, if any, that will be available to holders of securities subject to the UK bail-in power (including the

Subordinated Notes) and to the broader resolution powers of the relevant UK authority. Although we expect, according to the principles of the

Banking Act, that the relevant UK authority would respect creditor hierarchies when exercising its UK bail-in power in respect of the Subordinated

Notes and that the noteholders would be treated pari passu with the claims of holders of all our subordinated unsecured instruments which in each

case by law rank, or by their terms are expressed to rank, pari passu with the Subordinated Notes at that time being subjected to the exercise of the

UK bail-in power, the rules provide for some exceptions to these principles which the relevant UK authority may choose to rely upon. In any

event, it is expected that our subordinated obligations such as the Subordinated Notes would be subject to the application of the UK bail-in power
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prior to our senior obligations.

 

In addition, holders of securities will have a right to be compensated in the event of the exercise of the UK bail-in power with respect to the

Subordinated Notes, based on the principle that such investors should receive no less favourable treatment than they would have received had

RBSG entered into insolvency immediately before the initial exercise of the resolution powers pursuant to the UK bail-in power. However, even in

circumstances where a claim for compensation is established under the “no creditor worse off” safeguard in accordance with a valuation performed

after the resolution action has been taken, it is unlikely that such compensation would be equivalent to the full losses incurred by the holders of the

Subordinated Notes in the resolution and there can be no assurance that such holders would recover such compensation promptly. In addition, due

to the discretion afforded to the Bank of England, the claims of some creditors whose claims would rank equally with yours may be excluded from

being subject to the UK bail-in tool. The greater number of such excluded creditors there are, the greater the potential impact of the UK bail-in tool

on other creditors who have not been excluded (which may include you). As the implementation of these provisions remains to be tested and may

be further amended, there can be no certainty as to how these legal protections or remedies would be implemented by the relevant UK authority.

 

Further, although the Bank of England’s resolution instrument with respect to the exercise of the UK bail-in tool must set out the provisions

allowing for securities to be transferred, cancelled or modified (or any combination of these), the resolution instrument may make any provision

that the Bank of England considers to be appropriate in exercising its specific powers. Such other provisions are expected to be specific and

tailored to the circumstances that have led to the exercise of the UK bail-in tool under the Banking Act and there is uncertainty as to the extent to

which usual processes and/or procedures under English law will be available to holders of securities (including the Subordinated Notes) or that the

“no creditor worse off” safeguard will be effective if such powers are exercised. Accordingly, you may have limited or circumscribed rights to

challenge any decision of the Bank of England or other relevant UK authority to exercise its UK bail-in power.

 

Other changes in law may adversely affect your rights as noteholders, including as a result of the UK’s withdrawal from the European

Union.

 

Changes in law after the date hereof may affect your rights as a holder of Subordinated Notes as well as the market value of the Subordinated

Notes. A number of regulators are currently proposing or considering legislation and rule making which may affect the Group’s business, your

rights as a holder of the Subordinated Notes and the market value of the Subordinated Notes. Such changes in law may include changes in

statutory, tax and regulatory
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regimes during the life of the Subordinated Notes, or changes that could have a significant impact on the future legal entity structure, business mix

(including a potential exit of certain business activities) and management of the Group, and use of capital and requirements for loss-absorbing

capacity within the Group, which may have an adverse effect on an investment in the Subordinated Notes.

 

In particular, any developments resulting from the process of the UK leaving the EU may lead to significant changes to the laws applicable in

the UK, including the regulatory framework under which the Group operates and the bail-in regime discussed above, as more particularly

described in our 2018 Annual Report in the sections entitled “Risk Factors— Uncertainties surrounding the UK’s withdrawal from the European

Union may adversely affect the Group”, “Risk Factors— The Group faces increased political and economic risks and uncertainty in the UK and

global markets” and “Risk Factors— The Group is finalising the requisite regulatory permissions to implement its plans for continuity of business

impacted by the UK’s departure from the EU, on which it will rely going forward” and in our H1 2019 Interim Report in the section entitled “Risk

Factors—Economic and Political Risk” and may adversely affect your rights under the Subordinated Notes. Further changes in law, including

changes applicable to financial institutions (including the Group) or changes in government policies may result from further political developments

in the UK, including as a result of the outcome of UK general elections. See also “Recent Developments —Update on the UK’s withdrawal from

the European Union (“Brexit”)”.

 

In addition, any change in tax law or regulation may entitle us to redeem the Subordinated Notes, in whole (but not in part), as more

particularly described under “—Risks Relating to the Subordinated Notes—We may redeem the Subordinated Notes at our option in certain

situations, including as a result of certain tax law changes or the occurrence of a Capital Disqualification Event or on the Optional Redemption

Date” above and “Description of the Subordinated Notes—Tax Redemption”  and “Description of the Subordinated Notes— Capital

Disqualification Event Redemption”.

 

Such legislative and regulatory uncertainty could also affect the value the Subordinated Notes and therefore affect the trading price of the

Subordinated Notes given the extent and impact on the Subordinated Notes that one or more regulatory or legislative changes could have on the

Subordinated Notes.

 

The interest rate on the Subordinated Notes will reset on the Reset Date.

 

The interest rate on the Subordinated Notes will initially be 3.754% per annum from (and including) the Issue Date to (but excluding) the
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Reset Date. From (and including) the Reset Date to (but excluding) maturity, the interest rate on the Subordinated Notes will be equal to the

applicable U.S. Treasury Rate as determined by the Calculation Agent on the Reset Determination Date, plus 2.100% per annum.

 

As a result, the interest rate on the Subordinated Notes following the Reset Date may be less than the initial interest rate, which would affect

the amount of any interest payments under the Subordinated Notes and, by extension, could affect their market value.

 

The Subordinated Notes are not bank deposits and are not insured or guaranteed by the Federal Deposit Insurance Corporation, the

Deposit Insurance Fund, or any other government agency.

 

The Subordinated Notes are our obligations but are not bank deposits. In the event of our insolvency, the Subordinated Notes will rank equally

with our other unsecured, unsubordinated obligations and will not have the benefit of any insurance or guarantee of the Federal Deposit insurance

Corporation, The Deposit Insurance Fund, or any other government agency.

 

Our holding company structure may mean that our rights to participate in assets of any of our subsidiaries upon its liquidation may be

subject to prior claims of some or all of its creditors, including when we have loaned or otherwise advanced the proceeds received from the

issuance of the Subordinated Notes to such subsidiary.

 

We are a non-operating holding company and, as such, our principal source of income is derived from our operating subsidiaries that hold the

principal assets of the Group. As a separate legal entity, we rely on, among other things, remittance of our subsidiaries’ loan interest payments and

dividends in order to be able to meet our obligations to you as they fall due. The ability of our subsidiaries and affiliates to pay dividends depends

on the earnings and financial condition of our subsidiaries and various business considerations. Statutory, contractual or other restrictions may also

limit our subsidiaries’ ability to pay dividends or make distributions, loans or advances to
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us. For these reasons, we may not have access to any assets or cash flows of our subsidiaries to make payments on our Subordinated Notes.

 

In addition, the Subordinated Notes are structurally subordinated to all liabilities of our subsidiaries. This means that because we are a holding

company, our rights to participate as a shareholder in the assets of any subsidiary if it is liquidated will be subject to the prior claims of its creditors

and any preference shareholders, except to the extent that we may be a creditor with recognised claims ranking ahead of or pari passu with such

prior claims against the subsidiary. If any of our subsidiaries were wound up, liquidated or dissolved (i) the noteholders would have no right to

proceed against the assets of such subsidiary and (ii) the liquidator of such subsidiary would first apply the assets of such subsidiary to settle the

claims of such subsidiary’s creditors and/or preference shareholders (including holders of such subsidiary’s senior debt and Tier 2 and Tier 1 capital

instruments (if any)) before we would be entitled to receive any distributions.

 

The terms of the Subordinated Notes also do not constrain how we make our investments in, or advance funds to, our subsidiaries, including

the proceeds of issuances of debt securities, such as the Subordinated Notes, and as to how we may restructure existing investments and funding in

the future. The ranking of our claims in respect of such investments and funding in the event of the liquidation of a subsidiary, and their treatment

in resolution, will depend in part on their form and structure and the types of claim that they give rise to. The purposes of such investments and

funding, and any such restructuring, may include, among other things, the provision of different amounts or types of capital or funding to particular

subsidiaries, including for the purposes of meeting regulatory requirements, such as the implementation of any MREL requirements (or any

equivalent requirements imposed by the PRA), including as amended to transpose the terms of the Financial Stability Board (“FSB”) final

standards for TLAC requirements, in respect of such subsidiaries.

 

The Bank of England’s November 2016 statement of policy on the approach to setting MREL in the UK as updated by the June 2018 statement

of policy on the approach to setting MREL, as well as the BRRD II and CRR II require, consistent with the FSB’s TLAC term sheet, instruments

eligible for MREL/TLAC issued by us to be structurally subordinated to senior liabilities of our operating subsidiaries. The capital raised through

issuances of MREL/TLAC eligible liabilities by us would then be transferred downstream to our material operating subsidiaries in the form of

capital or another form of subordinated claim. In this way, MREL/TLAC eligible instruments issued by us will be structurally subordinated to

senior liabilities of our operating companies, allowing losses from such operating companies to be transferred to us. Certain aspects of the

MREL/TLAC requirements remain subject to implementation in the UK (including in light of the UK’s exit from the EU) and whether they would

be followed in whole or in part in the UK following the UK’s withdrawal from the EU) and could result in increased funding requirements for us

and/or our subsidiaries. For more information on the BRRD II and CRR II, see “We may redeem the Subordinated Notes at our option in certain

situations, including as a result of certain tax law changes or the occurrence of a Capital Disqualification Event or on the Optional Redemption

Date” above.

 

In addition, the terms of some loans or investments in capital instruments issued by our subsidiaries may contain contractual mechanisms that,

upon the occurrence of a trigger related to the prudential or financial condition of such subsidiary, would result in a write-down of the claim or a

change in the ranking and type of claim that we have against such subsidiary. Any changes in the legal or regulatory form or ranking of a loan or
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investment could also affect its treatment in resolution.

 

We may issue securities pari passu with or senior to the Subordinated Notes and/or secured debt.

 

There is no restriction under the Indenture on the amount of securities that we may issue that rank pari passu with or senior to the

Subordinated Notes. In particular, the FSB final standards for TLAC requirements for global systemically important banks will apply to us as

implemented in the United Kingdom through the MREL framework, and our capital and funding issuance plans for 2019 focus on issuing £3-5

billion in principal amount of MREL-compliant instruments in order to meet these requirements. In 2019 we have already issued $3.25 billion

(approximately £2.5 billion), JPY5.0 billion (approximately £34 million) and £500 million in principal amount of MREL compliant senior notes

and, following the issuance of the Subordinated Notes, we may issue additional subordinated or senior debt instruments to replace some of our

outstanding debt or to meet additional regulatory requirements. In addition, our subsidiary NatWest Markets Plc has stated its 2019 funding

issuance plan includes issuing £3-5 billion in principal amount of senior unsecured debt instruments. In 2019, NatWest Markets Plc already issued

approximately £4.5 billion equivalent in principal amount of senior unsecured notes across benchmark and private placement issuances.
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Furthermore, the terms of the Indenture permit us (and our subsidiaries) to incur additional debt, including secured debt. The Subordinated

Notes will be effectively subordinated to any secured indebtedness or other liabilities.

 

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 a winding up of RBSG and 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 credit risk of RBSG, its credit ratings, and its credit spreads may adversely affect the value of the Subordinated Notes prior to maturity

and its ability to pay all amounts due on the Subordinated Notes.

 

The Subordinated Notes are our subordinated unsecured debt securities. As a result, your receipt of all payments of interest and principal on

the Subordinated Notes is dependent on our ability to repay our obligations on the applicable payment date. No assurance can be given as to what

our financial condition will be at any time during the term or on the maturity date of the Subordinated Notes. Consequently, all payments on the

Subordinated Notes will be subject to the credit risk of RBSG and not that of any of our subsidiaries. Any actual or anticipated decline in RBSG’s

credit ratings, changes in the market’s view of its creditworthiness or any increase in its credit spreads charged by the market for taking credit risk

are likely to adversely affect the value of the Subordinated Notes prior to maturity and cause the liquidity of the Subordinated Notes to decline

significantly.

 

Our credit ratings are an assessment, by each rating agency, of our ability to pay our obligations, including those under the Subordinated

Notes. Any rating assigned to us or the Subordinated Notes may be withdrawn entirely by a credit rating agency, may be suspended or may be

lowered, if, in that credit rating agency’s judgment, circumstances relating to the basis of the rating so warrant. Ratings may be impacted by a

number of factors which can change over time, including the credit rating agency’s assessment of: our strategy and management’s capability; our

financial condition including in respect of capital, funding and liquidity; competitive and economic conditions in our key markets; the level of

political support for the industries in which we operate; the sovereign rating of the UK; and legal and regulatory frameworks affecting our legal

structure, business activities and the rights of our creditors. The credit rating agencies may also revise the ratings methodologies applicable to

issuers within a particular industry, or political or economic region. In particular, following the outcome of the referendum on the UK’s

membership of the European Union in favour of the UK leaving the EU, rating agencies downgraded the UK’s credit ratings and/or changed or

maintained their outlook for the UK to negative. The rating agencies have stated that further downgrades or outlook revisions may be made in the

future, depending on the ultimate outcome of the Brexit process. If credit rating agencies perceive there to be adverse changes in the factors

affecting our credit rating, including by virtue of changes to applicable ratings methodologies, the credit rating agencies may downgrade, suspend

or withdraw the ratings assigned to us or other Group entities. An improvement in our credit ratings will not necessarily increase the value of the

Subordinated Notes and will not reduce market risk and other investment risks related to the Subordinated Notes. Credit ratings (i) do not reflect

the risk that interest rates may rise, which may affect the values of the Subordinated Notes, which accrue interest at a fixed rate, (ii) do not address

the price, if any, at which the Subordinated Notes may be resold prior to maturity (which may be substantially less than the original offering price

of the Subordinated Notes), and (iii) are not recommendations to buy, sell or hold the Subordinated Notes.

 

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

 

A potential investor should not invest in the Subordinated Notes unless they have the knowledge and expertise (either alone or with a financial

advisor) to evaluate how the Subordinated Notes will perform under 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
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information contained in this prospectus supplement and the base prospectus and incorporated by reference herein and therein. The issue price,

interest rate and yield to maturity of the Subordinated Notes are expected to reflect the additional risks borne by investors in the Subordinated

Notes when compared to the risks borne by senior creditors and bank depositors. Neither RBSG nor the Underwriters (as defined herein) makes

any recommendation as to whether the Subordinated Notes are a suitable investment for any person. See “Important
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Information—MiFID II product governance / Professional investors and ECPs only target market ” and “Important Information—PRIIPS

Regulation / Prohibition of sales to EEA retail investors”.

 

An investor should reach a decision to invest in the Subordinated Notes after carefully considering, in conjunction with advisors, the

suitability of the Subordinated Notes in light of his or her investment objectives and the other information set out in this prospectus supplement and

the accompanying prospectus.

 

An active trading market may not develop for the Subordinated Notes.

 

There is no existing trading market for the Subordinated Notes. We intend to apply for the listing of the Subordinated Notes on the New York

Stock Exchange. There is, however, no assurance that the Subordinated Notes will be accepted for listing or remain listed on the New York Stock

Exchange and, if listed, that an active trading market will develop or, if developed, that it will continue. 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 markets for the Subordinated Notes. If an

active trading market does not develop or is not maintained, the market price and liquidity of the Subordinated Notes may be adversely affected. In

that case, holders of the Subordinated Notes may not be able to sell Subordinated Notes at a particular time or may not be able to sell Subordinated

Notes at a favourable price. The liquidity of any market for the Subordinated Notes will depend on a number of factors including:

 

• the number of holders of the Subordinated Notes;

 

• our ratings published by major credit rating agencies;

 

• our financial performance;

 

• the market for similar securities;

 

• the interest of securities dealers in making a market in the Subordinated Notes;

 

• prevailing interest rates; and

 

• the introduction of any financial transactions tax.

 

Investors should be aware that the materialization of any of the above risks may adversely affect the value of the Subordinated Notes.
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RECENT DEVELOPMENTS

 

Q3 2019 Interim Report

 

Please refer to our Q3 2019 Interim Report, which contains recent developments, including in relation to the Group’s business and financial

performance and ongoing litigation, investigation and reviews, and which is incorporated by reference herein.

 

Update on the UK’s withdrawal from the European Union (“Brexit”)

 

On 11 April 2019 the UK Government and the European Council (including the remaining 27 member states) agreed to extend the deadline for

the UK’s departure from the EU until no later than 31 October 2019, subject to certain conditions. On 19 October 2019 the UK Government

submitted a request to further extend the deadline to 31 January 2020, which was approved in principle by the European Council (including the

remaining 27 member states) on 28 October 2019. Under the terms of the extension, the UK will be able to leave prior to 31 January 2020 (on
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either 1 December 2019 or 1 January 2020) if the UK Parliament ratifies the withdrawal agreement in the intervening period.

 

There is therefore heightened uncertainty on the timing and terms of the UK’s departure, and material uncertainty as to what further votes on

Brexit may be held in Parliament and their outcomes and the political consequences of the Parliamentary process relating to Brexit, which could

include new national elections.

 

The current state of negotiations and the significant uncertainty which exists in respect thereof could impact the Group’s operations, legal

entity structure or financial condition. See also the sections in our 2018 Annual Report entitled “Risk Factors – Uncertainties surrounding the UK’s

withdrawal from the European Union may adversely affect the Group” and “Risk Factors – The Group is finalising the requisite regulatory

permissions to implement its plans for continuity of business impacted by the UK’s departure from the EU, on which it will rely going forward”

and the section in our H1 2019 Interim Report entitled “Summary Risk Factors”.
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USE OF PROCEEDS

 

The net proceeds from the issue of the Subordinated Notes are expected to amount to $746,329,000 after deduction of the underwriting

discount and the other expenses incurred in connection with the issue of the Subordinated Notes. We intend to use the net proceeds of the offering

to fund our general banking business.
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CAPITALIZATION OF THE GROUP

 

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 September 30, 2019.

 

  As at September 30, 2019

  Actual  As Adjusted(1)

  £ million  £ million

Share capital – allotted, called up and fully paid         

Ordinary shares of £1.00   12,094   12,094 

Retained income and other reserves   32,036   32,036  

Owners’ equity   44,130 
 

 

44,130
 

Group indebtedness         

Trading liabilities – debt securities in issue   1,742   1,742 

Other financial liabilities – debt securities in issue   47,422   47,422 

Subordinated liabilities   10,200   10,809 

Total indebtedness   59,364 
 

 

59,973
 

Total capitalisation and indebtedness   103,494 
 

 

104,103
 

 

(1) The ‘As Adjusted’ column reflects the effects of the issue of the Subordinated Notes offered hereby. Amounts shown have been converted

from dollars to sterling at a rate of $1.2307=£1.00, the rate used to translate assets and liabilities as at September 30, 2019. 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.

 

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

 

The information contained in the table above has not changed materially since September 30, 2019.
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DESCRIPTION OF THE SUBORDINATED NOTES

 

In this prospectus supplement, we refer to the $750,000,000 Fixed-to-Fixed Reset Rate Subordinated Tier 2 Notes due 2029 as the

“Subordinated Notes”. The following is a summary of certain terms of the Subordinated Notes. It supplements the description of the general terms
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of the debt securities we may issue contained in the accompanying prospectus under the heading “Description of Debt Securities”. If there is any

inconsistency between the following summary and the description in the accompanying prospectus, the following summary governs.

 

General

 

The Subordinated Notes will be issued in an aggregate principal amount of $750,000,000, and unless previously redeemed or repurchased (in

the circumstances described in “—Tax Redemption”, “—Capital Disqualification Event”, “—Optional Redemption ” and “—Repurchases” below),

will mature on November 1, 2029.

 

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 a winding 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 amounts due in respect of or arising under the Subordinated Notes will be subordinated to, and subject in right

of payment to the prior payment in full of, all claims of all Senior Creditors. The ranking of our obligations shall be set out in the manner provided

in the 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.

 

“Senior Creditors” means, in respect of the Issuer, the creditors of the Issuer whose claims are admitted to proof in the winding up,

administration or other insolvency procedure of the Issuer and (i) who are unsubordinated creditors of the Issuer or (ii) who are subordinated

creditors of the Issuer (whether in the event of a winding up or administration of the Issuer or otherwise) other than (x) those whose claims by law

rank, or by their terms are expressed to rank, pari passu with or junior to the claims of the holders of the Subordinated Notes, or (y) those who are

Parity Creditors or Junior Creditors or (iii) who are creditors in respect of any secondary non-preferential debts.

 

“Junior Creditors” means creditors of the Issuer who are holders of any additional Tier 1 capital (within the meaning of the Capital

Regulations (as defined below)) issued by the Issuer (including the $2,650,000,000 8.625% Perpetual Subordinated Contingent Convertible

Additional Tier 1 Capital Notes (Callable August 15, 2021 and Every Five Years Thereafter) (ISIN US780097BB64), the $2,000,000,000 7.500%

Perpetual Subordinated Contingent Convertible Additional Tier 1 Capital Notes (Callable August 10, 2020 and Every Five Years Thereafter) (ISIN

US780099CJ48) and the $1,150,000,000 8.000% Perpetual Subordinated Contingent Convertible Additional Tier 1 Capital Notes (Callable August

10, 2025 and Every Five Years Thereafter) (ISIN US780099CK11)), and in each case any other obligations of the Issuer which rank or are

expressed to rank pari passu with any of such obligations.

 

“Parity Creditors” means creditors of the Issuer who are holders of the $2,250,000,000 5.125% Subordinated Tier 2 Notes due 2024

(US780099CH81) and the €1,000,000,000 3.625 per cent. Subordinated Tier 2 Notes due 25 March 2024 (XS1049037200), and in each case any

other obligations of the Issuer which rank or are expressed to rank pari passu with any of such obligations.

 

“Order” means Banks and Building Societies (Priorities on Insolvency) Order 2018.

 

“Ranking Legislation” means the Order and any other law or regulation applicable to the Issuer which is amended by the Order.

 

“secondary non-preferential debts” shall have the meaning given to it in the Ranking Legislation, as amended from time to time. Currently,

the Ranking Legislation states that “secondary non-preferential debts” means non-preferential debts issued by a relevant financial institution under

an instrument where (i) the original contractual maturity of the instrument is of at least one year, (ii) the instrument is not a derivative and contains

no embedded derivative, and (iii) the relevant contractual documentation and where applicable the prospectus related to the issue of the debts

explain the priority of the debts under the Insolvency Act 1986.
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The Subordinated Notes will constitute a separate series of debt securities issued under the Indenture. Book-entry interests in the Subordinated

Notes will be issued in minimum denominations of $200,000 and in integral multiples of $1,000 in excess thereof.

 

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 a nominee 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 on November 1, 2019 (the “Issue Date”). For a more detailed summary

of the form of the Subordinated Notes and settlement and clearance arrangements, you should read “Description of Certain Provisions Relating to
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Debt Securities and Contingent Convertible Securities—Form of Debt Securities and Contingent Convertible 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 system and pay in immediately available funds. Secondary market trading through Euroclear and Clearstream,

Luxembourg will occur in the ordinary way following the applicable rules and operating procedures of Euroclear and Clearstream, Luxembourg.

 

Definitive debt securities will only be issued in limited circumstances described under “Description of Certain Provisions Relating to Debt

Securities and Contingent Convertible Securities—Form of Debt Securities and Contingent Convertible Securities; Book-Entry System” 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, without the consent of the holders of the Subordinated Notes, issue additional notes 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 of such Subordinated Notes, provided however that if such additional notes have the same CUSIP, ISIN and/or Common

Code as the outstanding Subordinated Notes, such additional notes must be fungible with the outstanding Subordinated Notes for U.S. federal

income tax purposes. Any such additional notes, together with the Subordinated Notes offered by this prospectus supplement, may constitute a

single series of Subordinated Notes under the Indenture. There is no limitation on the amount of notes or other debt securities that we may issue

under the Indenture.

 

Interest

 

The Subordinated Notes will bear interest from (and including) the date of issuance to (but excluding) November 1, 2024 (the “Reset Date”),

at a rate of 3.754% per annum, and from (and including) the Reset Date to (but excluding) maturity (the “Reset Period”), at a rate per annum equal

to the applicable U.S. Treasury Rate (as defined herein) as determined by the Calculation Agent on the Reset Determination Date (as defined

herein), plus 2.100%. Interest on the Subordinated Notes will be paid semi-annually in arrear on May 1 and November 1 of each year (each, an

“Interest Payment Date”), beginning on May 1, 2020, to (and including) maturity. The regular record dates for the Subordinated Notes will be the

15th day of each April and October of each year, whether or not a business day, immediately preceding the relevant Interest Payment Date.

 

The “Reset Determination Date” will be the second business day immediately preceding the Reset Date.

 

A “business day” means any day, other than Saturday or Sunday, that is neither a legal holiday nor a day on which banking institutions are

authorised or required by law or regulation to close in the City of New York or in the City of London.

 

Interest will be calculated on the basis of twelve 30-day months or, in the case of an incomplete month, the actual number of days elapsed, in

each case assuming a 360-day year.
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All percentages resulting from any calculation of any interest rate on the Subordinated Notes will be rounded, if necessary, to the nearest one

hundred thousandth of a percentage point, with five one-millionths of a percentage point rounded upward, and all dollar amounts would be

rounded to the nearest cent, with one-half cent being rounded upward.

 

If any scheduled Interest Payment Date is not a business day, we will pay interest on the next day that is a business day, but interest on such

payment will not accrue during the period from and after such scheduled Interest Payment Date.

 

If the scheduled maturity date or date of redemption or repurchase (in the circumstances described in “—Tax Redemption”, “—Capital

Disqualification Event”, “—Optional Redemption ” and “—Repurchases” below) or repayment of the Subordinated Notes 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 from and after

the scheduled maturity date or date of redemption, repurchase or repayment.

 

Determination of the U.S. Treasury Rate

 

The U.S. Treasury Rate shall be determined by the Calculation Agent.

 

“U.S. Treasury Rate” means, with respect to the Reset Date, the rate per annum equal to: (1) the average of the yields on actively traded U.S.

Treasury securities adjusted to constant maturity, for five-year maturities, for the five business days immediately prior to the Reset Determination

Date and appearing under the caption “Treasury constant maturities” at 5:00 p.m. (New York City time) on the Reset Determination Date in the
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applicable most recently published statistical release designated “H.15 Daily Update”, or any successor publication that is published by the Board

of Governors of the Federal Reserve System that establishes yields on actively traded U.S. Treasury securities adjusted to constant maturity, under

the caption “Treasury Constant Maturities”, for the maturity of five years; or (2) if such release (or any successor release) is not published during

the week immediately prior to the Reset Determination Date or does not contain such yields, the rate per annum equal to the semi-annual

equivalent yield to maturity of the Comparable Treasury Issue, calculated using a price for the Comparable Treasury Issue (expressed as a

percentage of its principal amount) equal to the Comparable Treasury Price for the Reset Date.

 

If the U.S. Treasury Rate cannot be determined, for whatever reason, as described under (1) or (2) above, “U.S. Treasury Rate” means the rate

in percentage per annum as notified by the Calculation Agent to the Issuer equal to the yield on U.S. Treasury securities having a maturity of five

years as set forth in the most recently published statistical release designated “H.15 Daily Update” under the caption “Treasury constant maturities”

(or any successor publication that is published weekly by the Board of Governors of the Federal Reserve System and that establishes yields on

actively traded U.S. Treasury securities adjusted to constant maturity under the caption “Treasury constant maturities” for the maturity of five

years) at 5:00 p.m. (New York City time) on the Reset Determination Date on which such rate was set forth in such release (or any successor

release).

 

“Comparable Treasury Issue” means, with respect to the Reset Period, the U.S. Treasury security or securities selected by the Issuer with a

maturity date on or about the last day of the Reset Period and that would be utilised, at the time of selection and in accordance with customary

financial practice, in pricing new issues of corporate debt securities denominated in U.S. dollars and having a maturity of five years.

 

“Comparable Treasury Price” means, with respect to the Reset Date, (i) the arithmetic average of the Reference Treasury Dealer Quotations

for the Reset Date (calculated on the Reset Determination Date preceding the Reset Date), after excluding the highest and lowest such Reference

Treasury Dealer Quotations, or (ii) if fewer than five such Reference Treasury Dealer Quotations are received, the arithmetic average of all such

quotations, or (iii) if fewer than two such Reference Treasury Dealer Quotations are received, then such Reference Treasury Dealer Quotation as

quoted in writing to the Calculation Agent by a Reference Treasury Dealer.

 

“Reference Treasury Dealer” means each of up to five banks selected by the Issuer (following, where practicable, consultation with the

Calculation Agent), or the affiliates of such banks, which are (i) primary U.S. Treasury securities dealers, and their respective successors, or (ii)

market makers in pricing corporate bond issues denominated in U.S. dollars.

 

“Reference Treasury Dealer Quotations” means with respect to each Reference Treasury Dealer and the Reset Date, the arithmetic average, as

determined by the Calculation Agent, of the bid and offered prices for the applicable

 

S-24

 

Comparable Treasury Issue, expressed in each case as a percentage of its principal amount, at 11:00 a.m. (New York City time), on the Reset

Determination Date.

 

Tax Redemption

 

Subject to the provisions described under “—Notice of Redemption” and “—Conditions to Redemption and Repurchase” below, we may

redeem the Subordinated Notes at our sole discretion, in whole but not in part, at any time in the event of certain changes in the tax laws of the

United Kingdom or any political subdivision or any authority thereof or therein having the power to tax (the “U.K. Taxing Jurisdiction”) and

certain other limited circumstances. The circumstances in which we may redeem the Subordinated Notes and the applicable procedures are

described further in the accompanying prospectus under “Description of Debt Securities—Redemption ”. In addition to the circumstances described

in the accompanying prospectus under “Description of Debt Securities—Redemption ”, we may also redeem the Subordinated Notes at our sole

discretion, in whole but not in part, if, at any time, we determine that as a result of a change in or amendment to the laws or regulations of a U.K.

Taxing Jurisdiction, including any treaty to which it is a party, or a change in 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 Issue Date, (i) we would not, as a result of the Subordinated

Notes being in issue, be able, to any material extent, to have losses or deductions set against the profits or gains, or profits or gains offset by the

losses or deductions, of companies with which we are or would otherwise be grouped for applicable United Kingdom tax purposes (whether under

the group relief system current as at the Issue Date or any similar system or systems having like effect as may from time to time exist), or (ii) a

future conversion into equity or write-down of the principal amount of the Subordinated Notes would result in (A) a United Kingdom tax liability,

or the receipt of income or profit which would be subject to United Kingdom tax, or (B) the Subordinated Notes or any part thereof being treated as

a derivative or an embedded derivative for United Kingdom tax purposes.

 

In the event of such a 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, but excluding, the date of redemption. If we elect to redeem the Subordinated Notes, they will cease to

accrue interest from the redemption date, unless we fail to pay the redemption price on the redemption date.
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Capital Disqualification Event Redemption

 

Subject to the provisions described under “—Notice of Redemption” and “—Conditions to Redemption and Repurchase” below, we may

redeem the Subordinated Notes at any time at our sole discretion, in whole but not in part, 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, but excluding, the

date of redemption.

 

If we elect to redeem the Subordinated Notes, they will cease to accrue interest from the redemption date, unless we fail to pay the redemption

price on the redemption date.

 

A “Capital Disqualification Event” shall be deemed to have occurred if at any time we determine that, as a result of any amendment to, or

change in the regulatory classification of the Subordinated Notes under, the Capital Regulations (or official interpretation thereof), in any such case

becoming effective on or after the Issue Date of the Subordinated Notes, the whole or any part of the Subordinated Notes are, or are likely to be,

excluded from our Tier 2 Capital and/or Tier 2 Capital of our Regulatory Group.

 

“Capital Regulations” means, at any time, the laws, regulations, requirements, guidelines and policies relating to capital adequacy of the PRA

and/or of the European Parliament or of the Council of the European Union (including, without limitation, as to leverage) then in effect in the

United Kingdom including, without limitation to the generality of the foregoing, any delegated or implementing acts (such as regulatory technical

standards) adopted by the European Commission and any regulations, requirements, guidelines and policies relating to capital adequacy adopted by

the PRA from time to time (whether or not such requirements, guidelines or policies are applied generally or specifically to us or to the Regulatory

Group) including, at the date hereof, CRD IV (as defined below).

 

“CRD IV” means, taken together, (i) the CRD IV Directive and (ii) the CRD IV Regulation.
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“CRD IV 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 (including Directive (EU) No. 2019/878 of the European Parliament and of the

Council of 20 May 2019).

 

“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 (including

Regulation (EU) No. 2019/876 of the European Parliament and of the Council of 20 May 2019).

 

“PRA” means the Prudential Regulation Authority or such other governmental authority in the United Kingdom (or, if we become domiciled

in a jurisdiction other than the United Kingdom, in such other jurisdiction) having primary supervisory authority with respect to our business.

 

“Regulatory Group” means us, our subsidiary undertakings, participations, participating interests and any subsidiary undertakings,

participations or participating interests held (directly or indirectly) by any of our subsidiary undertakings from time to time and any other

undertakings from time to time consolidated with us for regulatory purposes, in each case in accordance with the rules and guidance of the PRA

then in effect.

 

“Tier 2 Capital” means Tier 2 capital for the purposes of the Capital Regulations.

 

Optional Redemption

 

Subject to the provisions described under “—Notice of Redemption” and “—Conditions to Redemption and Repurchase” below, we may

redeem the Subordinated Notes at our sole discretion, in whole but not in part, on November 1, 2024 (the “Optional Redemption Date”) at 100% of

their principal amount together with any accrued but unpaid interest to, but excluding, the date of redemption.

 

The Subordinated Notes will not be redeemable at the option of the holders at any time.

 

Notice of Redemption

 

If we elect to redeem the Subordinated Notes at our option on the Optional Redemption Date or due to the occurrence of a tax law change or a

Capital Disqualification Event, we will give holders of the Subordinated Notes of not less than thirty (30) calendar days or more than sixty (60)

calendar days’ notice in accordance with “—Notices” below, and to the Trustee at least five (5) business days prior to such date, unless a shorter
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notice period shall be satisfactory to the Trustee. Except as otherwise provided herein, such notice shall be irrevocable but may be conditioned on

the occurrence of any event or circumstance.

 

Any redemption notice will state:

 

• the redemption date;

 

• the redemption price;

 

• 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;

 

• the place or places at which each holder may obtain payment of the redemption price; and

 

• the CUSIP, Common Code and/or ISIN number or numbers, if any, with respect to the Subordinated Notes.

 

If we have elected to redeem the Subordinated Notes but prior to the payment of the redemption amount with respect to such redemption the

relevant UK authority exercises its UK bail-in power in respect of the Subordinated Notes, the relevant redemption notice shall be automatically

rescinded and shall be of no force and effect, and no payment of the redemption amount will be due and payable.
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Repurchase

 

Subject to the conditions set forth under “—Conditions to Redemption and Repurchases” below, we may at any time and from time 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).

 

Conditions to Redemption and Repurchase

 

Notwithstanding any other provision, we may only redeem the Subordinated Notes prior to the scheduled maturity date (and give notice

thereof to the holders of Subordinated Notes) or repurchase the Subordinated Notes provided that (except to the extent that the Capital Regulations

does not so require) (1) we have given such notice to the PRA as the PRA may then require before we become committed to the proposed

redemption or repurchase, and (2) the PRA has granted permission for us to make such redemption or repurchase and we have complied with any

other requirements of the Capital Regulations and/or the PRA applicable to such redemptions or repurchases at the time.

 

In addition, with respect to a redemption as described under “—Tax Redemption” and “—Capital Disqualification Event Redemption” , we

may only so redeem the Subordinated Notes before five years after the Issue Date provided that (except to the extent that the Capital Regulations

does not so require), in addition to the conditions set out in (1) and (2) of the paragraph above, we demonstrate to the satisfaction of the PRA that

the circumstance that entitles us to exercise such right of redemption (A) was not reasonably foreseeable as at the Issue Date; (B) in the case of a

redemption described under “—Tax Redemption”, is material; and (C) in the case of a redemption described under “—Capital Disqualification

Event Redemption”, the PRA considers the change in the regulatory classification of the Subordinated Notes to be sufficiently certain.

 

The rules under CRD IV may be modified from time to time after the Issue Date 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 redemptions or repurchases, at the time.

 

Agreement with Respect to the Exercise of UK Bail-in Power

 

Notwithstanding any other agreements, arrangements, or understandings between us and any holder or beneficial owner of the Subordinated

Notes, by its acquisition of Subordinated Notes, each holder and beneficial owner of the Subordinated Notes acknowledges, accepts, agrees to be

bound by and consents to the exercise of any UK bail-in power by the relevant UK authority which may result in (i) the reduction or cancellation of

all, or a portion, of the principal amount of, or interest on, the Subordinated Notes; (ii) the conversion of all, or a portion, of the principal amount

of, or interest on, the Subordinated Notes into ordinary shares or other securities or other obligations of RBSG or another person; and/or (iii) the

amendment or alteration of the maturity of the Subordinated Notes, or amendment of the amount of interest due on the Subordinated Notes, or the

dates on which interest becomes payable, including by suspending payment for a temporary period; which UK bail-in power may be exercised by
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means of variation of the terms of the Subordinated Notes solely to give effect to the exercise by the relevant UK authority of such UK bail-in

power. Each holder and beneficial owner of the Subordinated Notes further acknowledges and agrees that the rights of the holders and/or beneficial

owners under the Subordinated Notes are subject to, and will be varied, if necessary, solely to give effect to, the exercise of any UK bail-in power

by the relevant UK authority.

 

For these purposes, a “UK bail-in power” is any write-down, conversion, transfer, modification or suspension power existing from time 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 Kingdom in effect and applicable in the United Kingdom to RBSG 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 (whether or not the UK is a Member State of the European Union) and/or within the context of a UK

resolution regime under the Banking Act 2009, as the same
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has been or may be amended from time to time (whether pursuant to the UK Financial Services (Banking Reform) Act 2013 (the “Banking Reform

Act 2013”), secondary legislation or otherwise, the “Banking Act”), pursuant to which any obligations of a bank, banking group company, credit

institution or investment firm or any of its affiliates can be reduced, cancelled, modified, transferred and/or converted into shares or other

securities or obligations of the obligor or any other person (or suspended for a temporary period) or pursuant to which any right in a contract

governing such obligations may be deemed to have been exercised.

 

A reference to the “relevant UK authority” is to any authority with the ability to exercise a UK 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 UK bail-in power by the relevant UK 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 Kingdom

and the European Union applicable to us and the Group.

 

If we have elected to redeem the Subordinated Notes but prior to the payment of the redemption amount with respect to such redemption the

relevant UK authority exercises its UK bail-in power with respect to the Subordinated Notes, the relevant redemption notices shall be automatically

rescinded and shall be of no force and effect, and no payment of the redemption amount will be due and payable.

 

The exercise of any UK bail-in power by the relevant UK authority shall not constitute a default or Event of Default under the terms of the

Subordinated Notes or the Indenture.

 

In addition, by its acquisition of Subordinated Notes, each holder (including each beneficial holder) of the Subordinated Notes:

 

(i) acknowledges and agrees that the exercise of the UK bail-in power by the relevant UK authority with respect to the Subordinated

Notes shall not give rise to 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;

 

(ii) 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 from

taking, in either case in accordance with the exercise of the UK bail-in power by the relevant UK authority with respect to the

Subordinated Notes;

 

(iii) agrees that, upon the exercise of any UK bail-in power by the relevant UK authority with respect to the Subordinated Notes,

 

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 Indenture, which section authorises holders of a majority in aggregate outstanding principal amount

of the Subordinated Notes to direct certain actions relating to the Subordinated Notes, and

 

b. the Indenture shall impose no duties upon the Trustee whatsoever with respect to the exercise of any UK bail-in power by the

relevant UK authority. Notwithstanding the foregoing, if, following the completion of the exercise of the UK bail-in power by

the relevant UK authority in respect of the Subordinated Notes, the Subordinated Notes remain outstanding (for example, if the

exercise of the UK bail-in power results in only a partial write-down of the principal of such 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 we and the Trustee shall agree pursuant to a supplemental indenture.
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(iv) shall be deemed to have (i) consented to the exercise of any UK bail-in power which may be imposed without any prior notice by the

relevant UK authority of its decision to exercise such power with respect to the Subordinated Notes and (ii) authorised, 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 UK bail-in power with respect to
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the Subordinated Notes as it may be imposed, without any further action or direction on the part of such holder.

 

For a discussion of certain risk factors relating to the UK bail-in power, see “Risk Factors—Risks relating to the Subordinated Notes”.

 

Upon the exercise of the UK bail-in power by the relevant UK authority with respect to the Subordinated Notes, we shall provide a written

notice to DTC as soon as practicable regarding such exercise of the UK 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

 

Events of Default

 

An “Event of Default” with respect to the Subordinated Notes shall only result if:

 

• a court of competent jurisdiction makes an order for our winding up which is not successfully appealed within 30 days; or

 

• 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 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 interest on such Subordinated Notes to be due and payable immediately in accordance with the

terms of the Indenture. 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 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 a result of acceleration, have been

made.

 

There are no other circumstances in which holders of Subordinated Notes or the Trustee may accelerate amounts to be paid in respect of the

Subordinated Notes.

 

Default

 

A “Default” with respect to the Subordinated Notes shall result if:

 

• any installment of interest in respect of the Subordinated Notes is not paid on or before the relevant Interest Payment Date and such failure

continues for 14 days; or

 

• all or any 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 7 days.

 

If a Default occurs and is continuing, the Trustee may commence a proceeding for our winding up, but the Trustee may not declare the

principal amount of any outstanding Subordinated Notes to be due and payable.

 

However and notwithstanding any other provisions, a 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 addressed to us and 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

such 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
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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 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 Indenture or otherwise, including by judicial proceedings, provided that we shall

not, as a result 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 Indenture or in respect of any breach by us of

our obligations under the 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, as amended (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 Indenture.

 

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 Subordinated Notes.

 

The provisions described under “Description of Debt Securities—Events of Default and Defaults; Limitation of Remedies” in the

accompanying prospectus do not apply to the Subordinated Notes.

 

Payment of Additional Amounts

 

The government of the United Kingdom or any political subdivision or any authority thereof or therein having the power to tax may require us

to withhold or deduct amounts from payments on the Subordinated Notes for taxes or other governmental charges. If such a withholding or

deduction is required in respect of the payment of any interest (but not principal), 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 (“Additional Amounts”). 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.

 

Whenever in this prospectus supplement there is mentioned, in the context of the Subordinated Notes, the payment of the principal, premium,

if any, or interest on or in respect of any Subordinated Note, such mention shall be deemed to include mention of the payment of Additional

Amounts referred to above and further described under “Description of Debt Securities—Additional Amounts” in the accompanying prospectus, to

the extent that, in such context, Additional Amounts are, were or would be payable in respect thereof pursuant to the provisions of the Indenture

and as if express mention of the payment of Additional Amounts (if applicable) were made in any provisions hereof where such express mention is

not made.

 

In addition to the exceptions to our gross-up obligations set forth in the accompanying prospectus, we will not pay Additional Amounts in

respect of any withholding or deduction required to be made pursuant to Sections 1471 through 1474 of the U.S. Internal Revenue Code of 1986,

as amended (“FATCA”), any U.S. Treasury regulation issued under FATCA or any official interpretations or guidance issued with respect thereto,

any agreement with the U.S. Treasury entered into in connection with FATCA, any intergovernmental agreement entered into in connection with

FATCA, or any law, regulation, or other official interpretation or guidance enacted, promulgated or issued in any jurisdiction to implement such an

intergovernmental agreement.

 

Noteholder’s Waiver of Right to Set-Off

 

By acquiring a Subordinated Note, each holder (and the Trustee acting on behalf of the holders) will be deemed to have waived to the fullest

extent permitted by law any right of set-off, counterclaim or combination of accounts with respect to such Subordinated Note or the Indenture (or

between our obligations under or in respect of any Subordinated Note and any liability owed by a holder) that they (or the Trustee acting on their

behalf) might
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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 (or the Trustee acting on behalf of such holders) against us are discharged by set-off, such holder (or the Trustee

acting on behalf of such holders) will immediately pay an amount equal to the amount of such discharge to us or, in the event of a winding-up,

liquidation or administration, our liquidator or administrator (or other relevant insolvency official), as the case may be, to be held on trust for

senior creditors, and until such time as payment is made will hold a sum equal to such amount on trust for senior creditors, and accordingly such

discharge shall be deemed not to have taken place.

 

Trustee; Direction of Trustee

 

The Issuer’s obligations to indemnify the Trustee in accordance with Section 6.07 (Compensation and Reimbursement) of the Indenture shall

survive the exercise of the UK bail-in power by the relevant UK authority with respect to the Subordinated Notes.

 

By its acquisition of Subordinated Notes, each holder (including each beneficial holder) of the Subordinated Notes acknowledges and agrees

that, upon the exercise of any UK bail-in power by the relevant UK 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 Indenture, which authorises holders of a majority in

aggregate outstanding principal amount of the Subordinated Notes to direct certain actions relating to the Subordinated Notes, and (b) neither the

Base Indenture nor the Supplemental Indenture shall impose any duties upon the Trustee whatsoever with respect to the exercise of any UK bail-in

power by the relevant UK authority. Notwithstanding the foregoing, if, following the completion of the exercise of the UK bail-in power by the

relevant UK authority, the Subordinated Notes remain outstanding (for example, if the exercise of the UK 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 Indenture.

 

In addition to the foregoing, the Trustee may decline to act or accept direction from holders unless it receives written direction from holders

representing a majority in aggregate principal amount of the Subordinated Notes and security and/or indemnity satisfactory to the Trustee in its

sole discretion. The 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.

 

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.

 

Notices

 

All notices regarding the Subordinated Notes will be deemed to be validly given if sent by first-class mail to the holders of the Subordinated

Notes at their addresses recorded in the register.

 

Until such time as any definitive securities are issued, there may, so long as any Global Notes representing the Subordinated Notes are held in

their entirety on behalf of DTC, be substituted for such notice by first-class mail the delivery of the relevant notice to DTC for communication by

them to the holders of the Subordinated Notes, in accordance with DTC’s applicable procedures. Neither the failure to give any notice to a

particular holder, nor any defect in a notice given to a particular holder, will affect the sufficiency of any notice given to another holder.

 

Notices to be given by any holders of the Subordinated Notes to the Trustee shall be in writing to the Trustee at its corporate trust office.

While any of the Subordinated Notes are represented by a Global Note, such notice may be given by any holder to the Trustee through DTC in such

manner as DTC may approve for this purpose.

 

Subsequent Holders’ 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
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holders and beneficial owners 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

UK bail-in power.
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Governing Law

 

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

that, as the 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.

 

Listing

 

We intend to apply for the listing of 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

 

The following is a summary of material UK 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 bond houses, 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, (ii) 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 any alternative minimum tax or Medicare contribution tax consequences, as well as differing tax consequences that might apply to

holders subject to special rules, such as:

 

• persons who are resident in the UK or are temporary non-residents of the UK for UK tax purposes;

 

• certain financial institutions;

 

• insurance companies;

 

• dealers or traders in securities subject to mark-to-market method of tax accounting with respect to the Subordinated Notes;

 

• persons holding Subordinated Notes as part of a hedge or other integrated transaction;

 

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

 

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

 

• persons carrying on a trade in the UK through a permanent establishment in the UK or carrying on a trade, profession or vocation in the

UK through a branch or agency in the UK.

 

If a partnership or other entity or arrangement classified as a partnership for U.S. federal income tax purposes 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 regarding the tax consequences of investing in the

Subordinated Notes.

 

The statements regarding UK and U.S. tax laws and practices set out below, including those regarding the UK/U.S. double taxation convention

relating to tax on income and capital gains (the “Treaty”), are based on those laws, practices and conventions as of the date of this prospectus

supplement. They are subject to changes in those laws, practices and conventions, and any relevant judicial decision which, in each case, 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 any Subordinated Note on or following any exercise of the UK 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.



https://www.sec.gov/Archives/edgar/data/844150/000095010319014586/dp114902_424b5.htm[10/31/2019 9:45:53 AM]

 

United Kingdom

 

Payments of Interest. 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 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 Act 2007.
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In all other cases, a sum on account of UK 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 on

account of UK income tax under the Treaty and will under current HM Revenue & Customs (“HMRC”) administrative procedures be able to make

a claim for 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 a direction is not given, we will generally be required to withhold tax, although a U.S. holder entitled

to relief under the Treaty may subsequently claim the amount withheld from HMRC.

 

Payments of interest on the Subordinated Notes constitute UK-source income for UK tax purposes and, as such, may be subject to UK tax by

direct assessment, irrespective of the residence of the holder. Where the payments are made without withholding on account of UK tax, the

payments will not be assessed to UK tax if you are not resident in the UK for tax purposes, except if you carry on a trade, profession or vocation in

the UK through a UK branch or agency, or in the case of a corporate U.S. holder, if you carry on a trade in the UK through a permanent

establishment in the UK 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 UK branch or agency or permanent

establishment.

 

Any person in the UK 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 UK) 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, a U.S. holder

will not, upon disposal (including redemption) of a Subordinated Note, be liable for UK taxation on gains realized, unless at the relevant time the

U.S. holder is resident for tax purposes in the UK or carries on a trade, profession or vocation in the UK through a branch or agency in the UK or,

in the case of a corporate U.S. holder, if the U.S. holder carries on a trade in the UK through a permanent establishment in the UK 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 UK for a period of five years or less and who

disposes of a Subordinated Note during that period may be liable to UK tax on 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 taxpayer not subject to corporation tax will not, upon transfer or redemption of a Subordinated

Note, recognize any UK income tax charge on accrued but unpaid payments of interest, unless the U.S. holder at any time in the relevant tax year

was resident for tax purposes in the UK or carried on a trade, profession or vocation in the UK through a branch or agency to which the

Subordinated Note is attributable.

 

Annual Tax Charges. Corporate U.S. holders who are not resident for tax purposes in the UK and who do not carry on a trade in the UK

through a permanent establishment in the UK to which the Subordinated Notes are attributable will not be liable to UK tax charges or relief by

reference to fluctuations in exchange rates or in respect of profits, gains and losses arising from the Subordinated Notes.

 

Stamp Duty and Stamp Duty Reserve Tax. No UK stamp duty should be payable on the issue of the Subordinated Notes into a clearance

service or depositary receipt arrangement.

 

UK SDRT may arise on the issue, and UK SDRT or UK stamp duty may arise on the transfer, of the Subordinated Notes into a clearance

service or depositary receipt arrangement, in each case, at a rate of 1.5%. However, following litigation, HMRC have confirmed that it will not

collect such SDRT on the issue, or (where integral to the raising of capital) the transfer, of the Subordinated Notes into a clearance service or

depositary receipt arrangement on the basis that the charge is not compatible with European law, provided that the Subordinated Notes comprise

loans raised by the issue of debentures or other negotiable securities for the purposes of Article 5(2)(b) of the Capital Duty Directive (2008/7/EC).
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No UK stamp duty should be required to be paid on the transfer of the Subordinated Notes within a clearance service or depositary receipt

arrangement provided that no instrument is used to effect the transfer. No UK SDRT should be payable on the transfer of the Subordinated Notes

within a clearance service or depositary receipt arrangement provided that no election has been made under which the alternative system of charge

(as provided for in section 97A Finance Act 1986) applies to the Subordinated Notes.

 

No UK stamp duty or SDRT should be payable on the redemption of the Subordinated Notes.

 

United States

 

General

 

The Subordinated Notes should be treated as debt instruments for U.S. federal income tax purposes. Assuming such treatment is respected,

and because the value of the stated interest rate following the Reset Date will not be known until the Reset Determination Date, the Subordinated

Notes should be treated as “variable rate debt instruments” that provide for stated interest at a single fixed rate followed by a qualified floating rate

(“QFR”) for U.S. federal income tax purposes.

 

Under the Treasury Regulations applicable to variable rate debt instruments, in order to determine the amount of original issue discount

(“OID”), if any, in respect of the Subordinated Notes, an equivalent fixed rate debt instrument must be constructed. The equivalent fixed rate debt

instrument is constructed in the following manner: (i) first, the initial fixed rate is converted to a QFR that would preserve the fair market value of

the Subordinated Notes, and (ii) second, each QFR (including the QFR determined under clause (i) above) is converted to a fixed rate substitute

(which generally will be the value of that QFR as of the issue date of the Subordinated Notes). Under the applicable Treasury Regulations, the

Subordinated Notes generally will be treated as providing for qualified stated interest (“QSI”) at a rate equal to the lowest rate of interest in effect

at any time under the equivalent fixed rate debt instrument, and any interest under the equivalent fixed rate debt instrument in excess of that rate

generally would be treated as part of the stated redemption price at maturity and, therefore, as giving rise to OID. Based on the application of these

rules to the Subordinated Notes and the expected pricing terms of the Subordinated Notes, we do not expect the notes to be treated as issued with

OID. The remaining discussion assumes this treatment.

 

Stated Interest. Stated interest on a Subordinated Note (including any UK tax withheld) will be includable in income by a U.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 from the Subordinated Notes (including any UK tax withheld) 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 the credit is

calculated separately with respect to specific classes of income.

 

Sale, Exchange or Redemption. A U.S. holder will, upon the sale, exchange or redemption of a Subordinated Note, generally recognize

capital gain or loss for U.S. federal income tax purposes in an amount equal to the difference between the amount realized (not including amounts

attributable to accrued interest, which will be treated as a payment of interest, as described above) and the U.S. holder’s tax basis in the

Subordinated Note. A U.S. holder’s tax basis in a Subordinated Note generally will equal the cost of the Subordinated Note to the U.S. holder. Any

gain or loss will generally be U.S.-source capital gain or loss and will be long-term capital gain or loss if the Subordinated Note has been held for

more than one year at the time of disposition. Long-term capital gains recognised by non-corporate U.S. holders are generally eligible for reduced

rates of taxation. 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 from a sale or other disposition of the Subordinated Notes. A U.S. holder may be subject to

U.S. backup withholding on these payments and proceeds if the U.S. holder fails to provide its taxpayer identification number and comply with

certain certification procedures or otherwise establish an exemption from backup withholding. The amount of any backup withholding from a

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 a

refund, provided that the required information is timely furnished to the Internal Revenue Service.
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Certain U.S. holders who are individuals (or certain specified 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 through any financial institution). U.S. holders should consult their tax advisors 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

Subordinated Notes

Underwriters     

BofA Securities, Inc.  $ 187,500,000 

Credit Suisse Securities (USA) LLC  $ 187,500,000 

NatWest Markets Securities Inc.  $ 187,500,000 

RBC Capital Markets LLC  $ 187,500,000 

Total  $ 750,000,000 

 

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.

 

The 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. 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.

 

We intend to apply for the listing of the Subordinated Notes on the New York Stock Exchange. The Subordinated Notes are a new issue of

securities with no established trading market. 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 markets 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 780097BM2 and the ISIN is US780097BM20.

 

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 FINRA.

 

We estimate that our total expenses for the offering, excluding underwriting discount, will be approximately $521,000.

 

We have agreed to indemnify the several Underwriters against certain liabilities, including liabilities under the US 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 third business day following the date of pricing of the Subordinated Notes (such

settlement cycle being referred to as “T+3”). Under Rule 15(c)6-1 of the U.S. Exchange Act, trades in the secondary market generally are required

to settle in two business days (as such term is used for purposes of Rule 15(c) 6-1 of the U.S. Exchange Act) unless the parties to any such trade

expressly agree otherwise. Accordingly, purchasers who wish to trade Subordinated Notes on the date of this prospectus supplement will be

required, by virtue of the fact that the Subordinated Notes initially will settle in T+3, to specify an alternative settlement cycle at the time of any

such trade to prevent a failed settlement. Purchasers of Subordinated Notes who wish to make such trades should consult their own advisors.

 

Conflicts of Interest

 

NatWest Markets Securities Inc., an affiliate of RBSG, is a FINRA member and an Underwriter in this offering, has a “conflict of interest”

within the meaning of FINRA Rule 5121. Accordingly, this offering will be made in
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compliance with the applicable provisions of FINRA Rule 5121. NatWest Markets Securities Inc. 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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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 a lending 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 Subordinated Notes. Any such short positions could adversely affect future trading prices of the Subordinated

Notes. 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, the Underwriters (or persons acting on their behalf) may over-allot Subordinated Notes or effect transactions

with a view to supporting the market price of the Subordinated Notes during the stabilization period at a level higher than that which might

otherwise prevail. However, stabilization action may not necessarily occur. 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 calendar days after the date on which the Issuer received the proceeds of the issue, or no later than 60 calendar days after the date of

allotment of the Subordinated Notes, whichever is the earlier. Any stabilization action or over-allotment must be conducted by the relevant

Underwriter (or persons acting on their behalf) in accordance with all applicable laws and rules and will be undertaken at the offices of the relevant

Underwriter (or persons acting on their behalf) and on the New York Stock Exchange.

 

These transactions may include 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 from us in the

offering.

 

The Underwriters 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

Underwriter 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 a result, the

price of the Subordinated Notes may be higher than the price that otherwise might exist in the open market. If these activities are commenced, they

may be discontinued by the Underwriters at any time and stabilizing transactions must be brought to an end after a limited period as set up above.

These transactions may be effected on the New York Stock Exchange, in the over-the-counter market or otherwise.

 

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 Act 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)

 

S-38

 

are outside the United Kingdom, or (iv) are persons to whom an invitation or inducement to engage in investment activity (within the meaning of

Section 21 of the UK 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.
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Each Underwriter has represented and agreed that:

 

(a)  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(1) of the FSMA does not apply to us; and

 

(b)  it has complied and will comply with all applicable provisions of the FSMA with respect to anything done by it in relation to the

Subordinated Notes in, from or otherwise involving the United Kingdom.

 

PRIIPs Regulation / Prohibition of sales to EEA retail investors

 

Each Underwriter, severally and not jointly, has represented and agreed that it has not offered, sold or otherwise made available and will not

offer, sell or otherwise make available any Subordinated Notes which are the subject of the offering contemplated by this prospectus supplement in

relation thereto to any retail investor in the EEA. For the purposes of this provision:

 

The expression “retail investor” means a person who is one (or more) of the following:

 

(i)  a retail client as defined in point (11) of Article 4(1) of MiFID II; or

 

(ii)  a customer within the meaning of the Insurance Distribution Directive, where that customer would not qualify as a professional client

as defined in point (10) of Article 4(1) of MiFID II.

 

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 (Winding Up and Miscellaneous Provisions) 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 (iii) in other circumstances which do not result in the document being a “prospectus” within the meaning of the

Companies (Winding Up and Miscellaneous Provisions) Ordinance (Cap.32, Laws of Hong Kong), and no advertisement, invitation or document

relating to the Subordinated Notes may be issued 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 term as 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, a resident of Japan, except pursuant

to an exemption from the 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.
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Malaysia

 

Each Underwriter has acknowledged that no lodgement of the relevant documents with the Securities Commission Malaysia (“SC”) has been

or will be made and no approval from the SC under the Capital Markets and Services Act 2007 of Malaysia (“CMSA”) has been or will be

obtained and this prospectus supplement has not been nor will it be registered with the SC as a prospectus under the CMSA for the offering or

issuance of the Subordinated Notes on the basis that the Subordinated Notes will be offered or sold exclusively to persons outside Malaysia.

Accordingly, each Underwriter has represented and warranted and agrees that it has not offered or sold any Subordinated Notes or caused such

Subordinated Notes to be made the subject of an invitation for subscription or purchase nor will it offer or sell such Subordinated Notes or cause

such Subordinated Notes to be made the subject of an invitation for subscription or purchase, nor has it circulated or distributed, nor will it

circulate or distribute, either this prospectus supplement or any other document or material in connection with the offer or sale, or invitation for

subscription or purchase, of the Subordinated Notes, whether directly or indirectly, to any person in Malaysia.

 

Singapore
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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 (as defined under Section 4A of the Securities and Futures Act, Chapter 289 of Singapore (the “SFA”)) under Section 274

of the Securities and Futures Act (Chapter 289) (the “SFA”), (ii) to a relevant person (as defined under Section 275(2) of the SFA), 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:

 

(a) a corporation (which is not an accredited investor (as defined in Section 4A of the SFA)) 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 whom is an accredited investor; or

 

(b) a trust (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 SFA) 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 SFA except:

 

(i) to an institutional investor under Section 274 of the SFA or to a relevant person, , or (in the case of a corporation) where the transfer

arises from an offer referred to in Section 276(3)(i)(B) of the SFA or to any person arising from an offer referred to in Section

275(1A) or Section 276(4)(i)(B) of the SFA;

 

(ii) where no consideration is or will be given for the transfer;

 

(iii) where the transfer is by operation of law.

 

South Korea

 

Each Underwriter has, severally, but not jointly, represented, warranted and agreed that it has not and will not, directly or indirectly, offer, sell

or deliver any Subordinated Notes in Korea or to, or for the account or benefit of, any resident of Korea (as such term is defined in the FETL), or

to others for reoffering or resale, directly or indirectly, in Korea or to, or for the account or benefit of, any resident of Korea (as such term is

defined in the FETL), except as otherwise permitted by applicable Korean laws and regulations, including the Financial Investment Services and

Capital Markets Act and the FETL) and the decrees and regulations thereunder. The Subordinated Notes have not been registered with the

Financial Services Commission of Korea for public offering in
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Korea. Furthermore, the Subordinated Notes may not be re-sold to Korean residents unless the purchaser of the Subordinated Notes complies with

all applicable regulatory requirements (including but not limited to government approval requirements under the FETL and its subordinate decrees

and regulations) in connection with their purchase. The aggregate number of Subordinated Notes offered in Korea or to a resident in Korea, shall

in each case be less than 50. By purchasing the Subordinated Notes, each noteholder will be deemed to represent, warrant and agree that for a

period of one year from the Issue Date thereof, the Subordinated Notes, may not be sub-divided or re-denominated so as to result in increasing the

aggregate number of Subordinated Notes to 50 or more.

 

Switzerland

 

This prospectus supplement and the accompanying prospectus, as well as any other material relating to the Subordinated Notes which are the

subject of the offering contemplated by this prospectus supplement, 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 claim to 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 number of selected investors only, without any public offer

and only to investors who do not purchase the Subordinated Notes with the intention to distribute them to the public. The investors will be

individually approached by us from time 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

whom it has been handed out in connection with the offering described herein and may neither directly nor indirectly be distributed or made
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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.

 

Taiwan

 

The Subordinated Notes have not been and will not be registered or filed with, or approved by, the Financial Supervisory Commission of the

ROC and/or other regulatory authority of the ROC pursuant to relevant securities laws and regulations and may not be sold, issued or offered

within the ROC through a public offering or in circumstances which constitute an offer within the meaning of the Securities and Exchange Act of

the ROC or relevant laws and regulations that requires a registration, filing or approval of the Financial Supervisory Commission of the ROC and/or

other regulatory authority of the ROC. No person or entity in the ROC has been authorized to offer or sell the Subordinated Notes in the ROC.

 

Canada

 

The Subordinated Notes may be sold only to purchasers purchasing, or deemed to be purchasing, as principal that are accredited investors, as

defined in National Instrument 45-106 Prospectus Exemptions or subsection 73.3(1) of the Securities Act (Ontario), and are permitted clients, as

defined in National Instrument 31-103 Registration Requirements, Exemptions and Ongoing Registrant Obligations. Any resale of the

Subordinated Notes must be made in accordance with an exemption from, or in a transaction not subject to, the prospectus requirements of

applicable securities laws.

 

Securities legislation in certain provinces or territories of Canada may provide a purchaser with remedies for rescission or damages if this

prospectus supplement (including any amendment thereto) contains a misrepresentation, provided that the remedies for rescission or damages are

exercised by the purchaser within the time limit prescribed by the securities legislation of the purchaser’s province or territory. The purchaser

should refer to any applicable provisions of the securities legislation of the purchaser’s province or territory for particulars of these rights or consult

with a legal advisor.

 

Pursuant to section 3A.3 of National Instrument 33-105 Underwriting Conflicts (“NI 33-105”), the Underwriters are not required to comply

with the disclosure requirements of NI 33-105 regarding underwriter conflicts of interest in connection with this offering.
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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. Accordingly, 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 from any 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, CMS Cameron McKenna Nabarro

Olswang LLP, will pass upon certain matters of Scots law relating to the issue and sale of the Subordinated Notes. Our English solicitors, Davis

Polk & Wardwell London LLP will pass upon certain tax matters of English law relating to the Subordinated Notes.
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EXPERTS

 

The consolidated financial statements of RBSG as at December 31, 2018 and for the years ended December 31, 2018, December 31, 2017 and

December 31, 2016, appearing in RBSG’s 2018 Annual Report filed with the SEC on Form 20-F, the retrospective revisions in the Form 6-K

dated April 30, 2019, and the effectiveness of RBSG’s internal control over financial reporting as of December 31, 2018 have been audited by

Ernst & Young LLP, an independent registered public accounting firm, as set forth in their reports thereon, included therein, and incorporated

herein by reference. Such consolidated financial statements and RBSG management’s assessment of the effectiveness of internal control over
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financial reporting as of December 31, 2018 are incorporated herein by reference in reliance upon such reports given on the authority of such firm

as experts in accounting and auditing.
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PROSPECTUS

 

THE ROYAL BANK OF SCOTLAND GROUP PLC

 
DEBT SECURITIES 

DOLLAR PREFERENCE SHARES 

CONTINGENT CONVERTIBLE SECURITIES 

ORDINARY SHARES

RIGHTS TO SUBSCRIBE FOR ORDINARY SHARES

 

By this prospectus we may offer from time to time, together or separately, debt securities, including senior debt securities and subordinated

debt securities, dollar preference shares, directly or in the form of American Depositary Shares, contingent convertible securities, ordinary shares

(in the form of American Depositary Shares) and rights to subscribe for ordinary shares (including in the form of American Depositary Shares).

Our American Depositary Shares, or ADSs, each representing two ordinary shares (or a right to receive two ordinary shares), 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 S and Series U)

are listed on the New York Stock Exchange.

 

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 carefully read 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”, 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 described in the “Risk Factors” section of our annual and certain interim reports

filed with the Securities and Exchange Commission and in the applicable prospectus supplement.

 

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities

or determined that this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

 

This prospectus may not be used to sell securities unless it is accompanied by a prospectus supplement.

 

The date of this prospectus is December 13, 2017.
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ABOUT THIS PROSPECTUS

 

This prospectus is part of a registration statement on Form F-3 that we filed with the Securities and Exchange Commission (“SEC”) using a

“shelf” registration process. Under this shelf registration 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, dollar preference shares, contingent convertible securities,

ordinary shares and rights to subscribe for ordinary shares, 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 there is 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 we may offer under this prospectus. The registration statement can be read at the SEC’s offices or obtained from the SEC’s

website mentioned under the heading “Where You Can Find More Information”.

 

Certain Terms

 

In this prospectus,

 

• the terms “we”, “our”, “us” and “RBSG” means The Royal Bank of Scotland Group plc and the term “Group” means The Royal Bank of

Scotland Group plc and its subsidiaries;

 

• the term “RBS” means The Royal Bank of Scotland plc and its subsidiaries; and

 

• the term “NatWest” means National Westminster Bank Plc and its subsidiaries;

 

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.

 

USE OF PROCEEDS

 

Unless we have disclosed a specific plan in the accompanying prospectus supplement, we will use the net proceeds from the sale of the

securities we may offer by this prospectus for general corporate purposes. The Group has raised capital in various markets from time to time and

we expect to continue to raise capital in appropriate markets as and when considered appropriate.

 

THE ROYAL BANK OF SCOTLAND GROUP PLC

 

RBSG is a public limited company incorporated in Scotland with registration number SC045551. RBSG was incorporated under Scots law on

March 25, 1968. RBSG is the holding company of a large global banking and financial services group. Headquartered in Edinburgh, the Group

operates as a full service financial services organization in the United Kingdom through its two principal subsidiaries, RBS and NatWest, as well as

in the United States and elsewhere in respect of certain financial services and products. Both RBS and NatWest are major U.K. clearing banks. At
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September 30, 2017, Her Majesty’s Treasury’s (“HM Treasury”) holding in RBSG’s ordinary shares was 70.85% and its economic interest was

70.85%.

 

1 

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.

 

DESCRIPTION OF DEBT SECURITIES

 

The following is a summary of the general terms that will apply to any senior debt securities and subordinated debt securities that may be

offered by RBSG. Consequently, when we refer to “debt securities” in this prospectus, we mean the senior debt securities and the subordinated

debt securities that may be issued by RBSG. The term “debt securities” does not include the “contingent convertible securities” described under

“Description of Contingent Convertible Securities”.

 

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 terms of your security and may contain additional terms of those debt securities to those described in this

prospectus or terms that differ from 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 there is any 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 exhibits to the registration statement of which this prospectus is a part.

 

Senior debt securities will be issued by RBSG under the senior debt indenture as supplemented by supplemental indentures as required.

Subordinated debt securities will be issued by RBSG under the subordinated debt indenture as supplemented by supplemental indentures as

required.

 

Each indenture is a contract between us and The Bank of New York Mellon, as trustee. The indentures are substantially identical, except for

certain provisions such as those relating to subordination, which are included only in the subordinated debt indenture and may be included in any

supplements thereto. None of the indentures limit 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:

 

• whether they are senior debt securities or subordinated debt securities;

 

• with respect to the subordinated debt securities, whether the payment of interest can be deferred, whether the payment of principal can be

deferred, the subordination terms, the redemption terms and the events of default applicable to each series of the subordinated debt

securities;

 

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

 

• the price or prices at which they will be issued;

 

• whether such debt securities will be dated debt securities with a specified maturity date or undated debt securities with no specified

maturity date;

 

• the annual interest rate or rates, or how to calculate the interest rate or rates;

 

• the date or dates from which interest, if any, will accrue or the method, if any, by which such date or dates will be determined;

 

• the times and places at which any interest payments are payable;
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• the terms of any mandatory or optional redemption, including the amount of any premium;

 

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

 

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

 

• the currency or currencies in which they are denominated and in which we will make any payments;

 

• any index used to determine the amount of any payments on the debt securities;

 

• any restrictions that apply to the offer, sale and delivery of the debt securities and the exchange of debt securities of one form for debt

securities of another form;

 

• 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;

 

• the terms 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 a fixed rate, a floating rate or a combination thereof. We will sell any subordinated debt securities that

bear no interest, or that bear interest at a rate 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 “ –Modification and Waiver” below.

 

If we issue senior debt securities designed to count towards the EU minimum requirements for own funds and eligible liabilities framework,

the terms (including the events of default and redemption options) of those securities may differ from those described in this prospectus and will be

set out in the relevant prospectus supplement.

 

If we issue subordinated debt securities that qualify as Tier 2 capital or other capital for regulatory purposes, the payment, subordination,

redemption, events of default and other terms may vary from those described in this prospectus and will be set forth in the relevant prospectus

supplement.

 

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

 

Unless the relevant prospectus supplement provides otherwise, if we do not make a payment on a series of subordinated debt securities on any

payment date, our obligation to make such payment 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.
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Subordination

 

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
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unsubordinated obligations, present and future, except such obligations as are preferred by operation of law.

 

Subordinated Debt Securities

 

If we issue subordinated debt securities, the applicable prospectus supplement relating to the subordinated debt securities will include a

description of the subordination provisions that apply to the subordinated debt securities.

 

Unless the relevant prospectus supplement provides otherwise, in a winding-up or qualifying administration, 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 a winding-up, qualifying

administration or otherwise, to the claims of all or any of our creditors, in the manner provided in the applicable subordinated debt indenture.

 

General

 

As a consequence of these subordination provisions, if winding-up proceedings or a qualifying administration should occur, each holder of

subordinated debt securities may recover less ratably than the holders of our unsubordinated liabilities (including holders of senior debt securities).

If, in any winding-up or qualifying administration, 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 assets in a winding-up

or a qualifying administration 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, liquidation or qualifying administration, the holder might not be entitled in those proceedings to a

recovery in U.S. dollars and might be entitled only to a recovery in pounds sterling or any other lawful currency of the United Kingdom.

 

In addition, because RBSG is a holding company, its rights to participate in the assets of any subsidiary as a shareholder if such subsidiary is

liquidated will be subject to the prior claims of such subsidiary’s creditors.

 

Additional Amounts

 

All amounts to be paid by us on any series of debt securities will be paid 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 now or hereafter imposed,

levied, collected, withheld or assessed by or on behalf of the United Kingdom or any political subdivision or any authority thereof or therein having

the power to tax (the “U.K. Taxing Jurisdiction”), unless such deduction or withholding is required by law.

 

Unless otherwise specified in the relevant prospectus supplement, if deduction or withholding of any such taxes, levies, imposts, duties,

charges, fees, deductions or withholdings shall at any time be required by the U.K. Taxing Jurisdiction, we will pay such additional amounts with

respect to the principal of, premium, if any, and interest, if any, on any series of debt securities (“Additional Amounts”) as may be necessary in

order that the net amounts paid to the holders of the debt securities of the particular series, after such deduction or withholding, shall equal the

amounts of such payments which would have been payable in respect of such debt securities had no such deduction or withholding been required;

provided, however, that the foregoing will not apply to any such tax, levy, impost, duty, charge, fee, deduction or withholding that would not have

been payable or due but for the fact that:

 

(i) the holder or the beneficial owner of the debt security is a domiciliary, national or resident of, or engaging in business or maintaining a

permanent establishment or physically present in, the U.K. Taxing Jurisdiction or otherwise has some connection with the U.K. Taxing Jurisdiction

other than the mere holding or ownership of a debt security, or the collection of the payment on any debt security of the relevant series,

 

(ii) except in the case of a winding-up of us in the United Kingdom, the relevant debt security is presented (where presentation is required) for

payment in the United Kingdom,
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(iii) the relevant 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 such Additional Amount on presenting

(where presentation is required) the debt security for payment at the close of such 30 day period,

 

(iv) the holder or the beneficial owner of the relevant debt security or the payment on such debt security failed to comply with a request by us

or our liquidator or other authorized person addressed to the holder (x) to provide information concerning the nationality, residence or identity of

the holder or such beneficial owner or (y) to make any declaration or other similar claim to satisfy any requirement, which in the case of (x) or (y),

is required or imposed by a statute, treaty, regulation or administrative practice of the U.K. Taxing Jurisdiction as a precondition to exemption or

relief from all or part of such deduction or withholding,

 

(v) the withholding or deduction is required to be made pursuant to European Council Directive 2003/48/EC on the taxation of savings income
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or any Directive amending, supplementing or replacing such Directive, or any law implementing or complying with, or introduced in order to

conform to, such Directive or Directives,

 

(vi) the withholding or deduction is required to be made pursuant to Sections 1471 through 1474 of the U.S. Internal Revenue Code of 1986,

as amended, any agreement with the U.S. Treasury entered into with respect thereto, any U.S. Treasury regulation issued thereunder or any other

official interpretations or guidance issued with respect thereto; any intergovernmental agreement entered into with respect thereto, or any law,

regulation, or other official interpretation or guidance promulgated pursuant to such an intergovernmental agreement,

 

(vii) the relevant debt security is presented (where presentation is required) for payment by or on behalf of a holder who would have been able

to avoid such withholding or deduction by presenting (where presentation is required) the relevant debt security to another paying agent in a

Member State of the European Union, or

 

(viii) any combination of subclauses (i) through (vii) above,

 

nor shall Additional Amounts be paid with respect to a payment on the debt security to any holder who is a fiduciary or partnership or person other

than the sole beneficial owner of such payment to the extent such payment would be required by the laws of the U.K. Taxing Jurisdiction to be

included in the income for tax purposes of a beneficiary 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.

 

As used in this “Additional Amounts” section, the term “payment” means, in the context of senior debt securities and subordinated debt

securities, payments of principal of, premium, if any, and interest, if any, on such securities. Whenever in this prospectus or any prospectus

supplement there is mentioned, in the context of senior debt securities or subordinated debt securities, the payment of the principal, premium, if

any, or interest, if any, on, or in respect of, any such security of any series, such mention shall be deemed to include mention of the payment of

Additional Amounts provided for in this “Additional Amounts” section to the extent that, in such context, Additional Amounts are, were or would

be payable in respect thereof pursuant to the provisions of this section and as if express mention of the payment of Additional Amounts (if

applicable) were made in any provisions hereof where such express mention is not made.

 

Redemption

 

Unless the relevant prospectus supplement provides otherwise, we will have the option to redeem the debt securities of any series as a whole

upon (i) not less than five business days, and not more than 60 calendar days’ notice in respect of the senior debt securities, or (ii) not less than 30

days, and not more than 60 days’ notice in respect of our subordinated debt securities, to each holder of debt securities, on any payment date, at a

redemption price equal to 100% of their principal amount together with any accrued but unpaid payments of interest, if any (including any deferred

amounts in the case of subordinated debt 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 a result of a change in or amendment to the laws or regulations of a U.K.

Taxing Jurisdiction, including any treaty to which it is a party, or a change in 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 specified in the terms of the debt securities:
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• in making any payments 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;

 

• payments 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

 

• on the next payment date we would not be entitled to claim a deduction 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 a written legal opinion of independent

English counsel of recognized standing, selected by us, in a form satisfactory 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 redeem the 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:

 

• the redemption date;
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• the amount of debt securities to be redeemed if less than all of the series is to be redeemed;

 

• the redemption price;

 

• 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;

 

• the place or places at which each holder may obtain payment of the redemption price; and

 

• the CUSIP, Common Code and/or ISIN number or numbers, if any, with respect to debt securities

 

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 from time to time purchase debt securities of any series in the open market or by tender or

by private agreement, if applicable law allows and if, in the case of the subordinated debt securities, certain other conditions which may 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. Prudential Regulatory Authority (“PRA”) requirements, we may not make any redemption or repurchase of certain debt

securities beneficially for our own account unless, among other things, we give prior notice to the PRA and, in certain circumstances, it grants

permission. The PRA may impose conditions on any redemption or repurchase all of which will be set out in the prospectus supplement and

supplemental indenture with respect to any series of debt securities.

 

Modification and Waiver

 

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 majority 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:

 

• change the stated maturity of the principal amount of any debt security;
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• reduce the principal amount of, the interest rates of, or any premium payable upon the redemption of, any debt security;

 

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

 

• change the 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 or Subordinated Debt 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, 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 or Subordinated Debt Security Default (as those

terms are defined under the heading “Event of Default and Defaults; Limitations of Remedies” below), as described in the relevant prospectus

supplement, may require the non-objection from, or consent of, the PRA or its successor.
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Events 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:

 

• we do not pay any principal or interest on any senior debt securities of that series within 14 days from the due date for payment and the

principal or interest has not been duly paid within a further 14 days following written notice from the trustee or from holders 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 a law, 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 a written notice from the 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

from holders of at least 25% in outstanding principal amount of the senior debt securities of that series requiring the breach to be

remedied; or

 

• 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 reconstruction, merger or

amalgamation not involving bankruptcy or insolvency).

 

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
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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 majority in aggregate principal amount of the outstanding senior debt securities of any series shall have the right 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 be in 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.

 

Unless the relevant prospectus supplement provides otherwise, by accepting a senior debt security, each holder will be deemed to have waived

any right of set-off, counterclaim or 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

 

Unless the relevant prospectus supplement provides otherwise, a “Subordinated Debt Security Event of Default” with respect to any series of

subordinated 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 our bankruptcy or insolvency).

 

If a Subordinated Debt Security Event of Default occurs and is continuing, the trustee or the holders of at least 25% in aggregate principal

amount of the outstanding subordinated debt securities 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. 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
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debt securities of the series may rescind the declaration of accelerations and its consequences, but only if all Subordinated Debt Security Events of

Default have been remedied or waived and all payments due, other than those due as a result of acceleration, have been made.

 

Subordinated Debt Securities Defaults

 

In addition to Subordinated Debt Security Events of Default, the subordinated debt indenture also separately provides for “Subordinated Debt

Security Defaults”. The relevant prospectus supplement with respect to any series of subordinated debt securities shall set out what events, if any,

shall be considered Subordinated Debt Security Defaults. The indenture permits the issuance of subordinated debt securities in one or more series

and whether a Subordinated Debt Security Default has occurred is determined on a series-by-series basis.

 

Unless the relevant prospectus supplement provides otherwise, if a Subordinated Debt 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 due and payable. The relevant prospectus supplement will set forth further actions provided in the

subordinated debt securities indenture relating to the rights of holders in connection with the occurrence of a Subordinated Debt Security Default,

if any, that may be taken by the trustee upon the occurrence of a Subordinated Debt Security Default.

 

Unless the relevant prospectus supplement provides otherwise, by accepting a subordinated debt security each holder and the trustee will be

deemed to have waived any right of set-off, counterclaim or combination of accounts with respect to the subordinated debt securities or the

indenture (or between our obligations under or in respect of any subordinated debt security 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.
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Events of Default and Defaults - General

 

The holder or holders of not less than a majority 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 or Subordinated Debt Security Default with respect to the

series, except a Senior Debt Security Event of Default, Subordinated Debt Security Event of Default or Subordinated Debt Security Default, in

respect of the payment of interest, if any, or principal of (or premium, if any) or payments on any debt security or a covenant 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 or Subordinated Debt Security Default 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 majority 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. The trustee 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 or Subordinated Debt Security Default 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 or Subordinated

Debt Security Default known to it, unless the Senior Debt Security Event of Default, Subordinated Debt Security Event of Default or Subordinated

Debt Security Default has been cured or waived. However, the trustee shall be protected in withholding notice if it determines in good faith that

withholding notice is in the interest of the holders.

 

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 Sale 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 Kingdom that 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.
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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 and the other relevant conditions for such assumption

are satisfied, all 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 the U.K. Taxing Jurisdiction, rather than taxes imposed by the U.K. Taxing Jurisdiction. The subsidiary that assumes our obligations

will also be entitled to redeem the 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
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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.

 

An assumption of our obligations under the debt securities of any series might be deemed for U.S. federal income tax purposes to be an

exchange of those debt securities for new debt securities by each beneficial owner, resulting in a recognition of taxable gain or loss for U.S.

federal income tax 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.

 

Governing Law

 

The debt securities 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 and the waiver of the right to set-off by the holders and by the Trustee acting on behalf of the

holders of each series of subordinated debt securities 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 mailed, first-class postage prepaid, to them at their

respective addresses in the register maintained by the trustee.

 

Until such time as any definitive securities are issued, there may, so long as any global securities in registered form representing the debt

securities are held in their entirety on behalf of DTC, be substituted for such notice by first-class mail the delivery of the relevant notice to DTC for

communication by them to the holders of the debt securities, in accordance with DTC’s applicable procedures. Neither the failure to give any

notice to a particular holder, nor any defect in a notice given to a particular holder, will affect the sufficiency of any notice given to another holder.

 

Notices to be given by any holders of the debt securities to the trustee shall be in writing to the trustee at its corporate trust office. While any

of the debt securities are represented by a global securities in registered form, such notice may be given by any holder to the trustee through DTC

in such manner as DTC may approve for this purpose.

 

The Trustees and Securities Administrator

 

The Bank of New York Mellon, acting through its London Branch, One Canada Square, London E14 5AL, is the trustee under the indentures

with respect to the debt securities. The trustee 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 (the “TIA”). Subject to the provisions of the TIA, the trustees are under no obligation to exercise any

of the powers vested in them 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 of our subsidiaries maintain deposit accounts and conduct other

banking transactions with The Bank of New York Mellon in the ordinary course of our business. The Bank of New York Mellon is also the book-

entry depositary and paying agent 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.

 

Consent to Service of Process

 

We irrevocably designate CT Corporation System 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
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The following is a 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 series that our board of directors or an

authorized committee thereof (referred to in this section as the board of directors) adopt. These terms may amend, supplement or be different from
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those 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 prospectus is a part. You should read the summary of the general terms of the ADR deposit

agreement under which Dollar Preference Share American Depositary Receipts (“Dollar Preference Share ADRs”) evidencing American

Depositary Shares (“Dollar Preference Share ADSs”) that may represent dollar preference shares may be issued, under the heading “Description

of Dollar Preference Share American Depositary Shares”.

 

If we issue dollar preference shares that qualify as capital for regulatory purposes, the terms of such dollar preference shares may vary from

those described in this prospectus and will be set forth in the relevant prospectus supplement.

 

General

 

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 a resolution 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:

 

• the number of shares offered, the number of shares offered in the form of Dollar Preference Share ADSs and the number of dollar

preference shares represented by each Dollar Preference Share ADS;

 

• the public offering price of the series;

 

• the liquidation value per share of that series;

 

• the dividend rate, or the method of calculating it;

 

• the place where we will pay dividends;

 

• the dates on which dividends will be payable;

 

• the circumstances under which dividends may not be payable;

 

• voting rights;

 

• the restrictions applicable to the sale and delivery of the dollar preference shares;

 

• 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;

 

• any redemption, conversion or exchange provisions;

 

• any listing on a securities exchange; and

 

• 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.
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The dollar preference shares of any series will rank junior as to dividends to any cumulative preference shares, equally as to dividends with

any other non-cumulative preference shares, any exchange preference shares and any sterling preference shares, equally as to repayment of capital

on a winding-up or liquidation with any other non-cumulative preference shares, any exchange preference shares, any sterling preference shares

and any cumulative
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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, any 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 from their 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 PRA 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 sum to 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 2006 defines “distributable profits” as, in general terms, and subject to adjustment, accumulated realized profits less accumulated

realized losses.

 

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-cumulative preference shares and any of our other

share capital expressed to rank pari passu therewith as regards participation in profits, after payment in full, or the setting aside of a sum to 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 of our 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 of our 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 a result, 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 a sum to provide for payment in full, in
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either case for the reasons set out in sub-clause (ii) 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 sum to 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 a sum to

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 sum or 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 claim in 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 a result 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 sum nor 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.

 

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 a dividend or any part of

a dividend when due on a dividend payment date in respect of any series of dollar preference shares because it is not required to do so, then holders

of dollar preference shares of the applicable series will have no claim in 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 from the date of declaration 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 a full 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 Dollar Preference Share ADR depositary or the record

holders as they appear on the register on the appropriate record dates, which will be
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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 a dollar 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 a bank 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.
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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-cumulative 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 claim to

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 a recovery in U.S. dollars and might be entitled only to a recovery in pounds sterling or any other lawful currency of the United

Kingdom.

 

Optional Redemption

 

Unless the relevant prospectus supplement specifies otherwise, we may redeem the dollar preference shares of each series, at our option, in

whole or in part from time 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:

 

• the redemption date;

 

• the particular dollar preference shares of the series to be redeemed;

 

• the redemption 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

 

• the place 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.
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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 from time to time, purchase outstanding dollar

preference shares of any series by tender 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 PRA requirements, we may not redeem or purchase any dollar preference shares unless we give prior notice to the PRA 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 PRA. The PRA 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
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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, 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, a poll is demanded by:

 

• the chairman of the meeting;

 

• not less than three shareholders present in person or by proxy;

 

• the Dollar Preference Share ADR depositary;

 

• a shareholder 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

 

• a shareholder or shareholders present in person or by proxy and holding shares conferring a right to vote at the meeting on which an

aggregate sum has been paid up equal 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 a time 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
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addition, the holders of any series of dollar preference shares may have the right to vote separately as a class in certain circumstances as described

below under the heading “–Variation of Rights”.

 

At September 30, 2017, we had 11,905,477,461 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 premium account.

 

The dollar preference shares of each series will be represented by a single certificate. If in registered form, the certificate will be issued to the

Dollar Preference Share ADR depositary and if in bearer form the certificate will be deposited with the Dollar Preference Share ADR depositary

under the Dollar Preference Share ADR deposit agreement. We may consider the Dollar Preference Share 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 Dollar Preference Share ADR deposit

agreement will be evidenced by share certificates in registered form without dividend coupons. If a Dollar Preference Share 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 from deposit in bearer form.
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Title to dollar preference shares of any series in registered form will pass by transfer and registration on the register for the dollar preference

shares of the series. Title to 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 form will be exchangeable for

the same number of dollar preference shares of the series in registered form upon 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 form will not be exchangeable, in whole or in 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 form will 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 form for the dollar preference shares

of such series in registered form will also be subject to applicable U.K. tax laws 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% of the issued 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 majority of 75%

of those holders voting in person or by proxy at the meeting. The quorum required 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 quorum.

 

The written consent of the holders of 75% of the issued 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
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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

redeem or 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, premium on a return 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:

 

• the date of the meeting;

 

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

 

• instructions for the delivery of proxies.

 

A holder of dollar preference shares of any series in registered form who is not registered with an address in the United Kingdom and who has

not supplied an address within the United Kingdom to us for the purpose of service of notices is not entitled to receive notices of meetings. For a

description of notices that we will give to the Dollar Preference Share ADR depositary and that the Dollar Preference Share ADR depositary will

give to Dollar Preference Share ADR holders, you should see “Where You Can Find More Information”.

 

Governing Law

 

The creation and issuance of the dollar preference shares of any series and the rights attached to them shall be governed by and construed in

accordance with Scots law.
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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.
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DESCRIPTION OF DOLLAR PREFERENCE SHARE AMERICAN DEPOSITARY SHARES

 

The following is a summary of the general terms and provisions of the Dollar Preference Share ADR deposit agreement under which the

Dollar Preference Share ADRs may be issued. The Dollar Preference Share ADR deposit agreement is among us, The Bank of New York Mellon,

as depositary, and all holders from time to time of Dollar Preference Share ADRs issued under it. This summary does not purport to be complete.

You should read the Dollar Preference Share ADR deposit agreement, which we have filed with the SEC as an exhibit to the registration statement

of which this prospectus is a part. You may also read the Dollar Preference Share 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

 

Dollar Preference Share ADRs will evidence American depositary shares (“Dollar Preference Share ADSs”) of a particular series, which will

represent dollar preference shares of a corresponding series. Unless the relevant prospectus supplement specifies otherwise, each Dollar Preference

Share ADS will represent one dollar preference share, or evidence of rights to secure one dollar preference share, deposited with the Dollar

Preference Share ADR depositary or the London branch of The Bank of New York Mellon, as custodian. A Dollar Preference Share ADR may

evidence any number of Dollar Preference Share ADSs of the corresponding series.

 

Deposit and Withdrawal 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 Dollar Preference Share ADR deposit agreement, the Dollar Preference Share 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 Dollar Preference Share ADR deposit agreement, a Dollar Preference Share

ADR or Dollar Preference Share ADRs registered in the name of that person or persons evidencing the number of Dollar Preference Share ADSs

of the series corresponding to the dollar preference shares of that series.

 

Upon surrender of Dollar Preference Share ADRs at the principal office of the Dollar Preference Share ADR depositary and upon payment of

the taxes, charges and fees provided in the Dollar Preference Share ADR deposit agreement and subject to the terms of the Dollar Preference Share

ADR deposit agreement, a Dollar Preference Share ADR holder is entitled to delivery to or upon its order, at the principal office of the Dollar

Preference Share ADR depositary or at the office of the custodian in London, of dollar preference shares of the relevant series in registered form in

respect of the deposited dollar preference shares and any other documents of title evidenced by the surrendered Dollar Preference Share ADRs. The

forwarding of share certificates and other documents of title for delivery at the principal office of the Dollar Preference Share ADR depositary will

be at the risk and expense of the Dollar Preference Share ADR holder.

 

Dividends and Other Distributions

 

The Dollar Preference Share 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 Dollar Preference Share ADR holders in proportion to their holdings of Dollar

Preference Share ADSs of the series representing the dollar preference shares. The cash amount distributed will be reduced by any amounts that we

or the Dollar Preference Share 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 Dollar Preference

Share ADR depositary will distribute the property received by it to Dollar Preference Share ADR holders in proportion to their holdings of Dollar

Preference Share ADSs of the series representing the dollar preference shares. If a distribution that we make in respect of deposited dollar

preference shares of a particular series consists of a dividend in, or free distribution of, dollar preference shares of that series, the Dollar Preference

Share ADR depositary may, if we approve, and will, if we request, distribute to Dollar Preference Share ADR holders, in proportion to their

holdings of Dollar Preference Share ADSs of the series representing the dollar preference shares, additional Dollar Preference Share ADRs for an

aggregate number of Dollar Preference Share ADSs of that series received as the dividend or free distribution. If the Dollar Preference Share ADR

depositary does not distribute additional Dollar Preference Share ADRs, each Dollar Preference Share ADS of that series will from then 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.
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If the Dollar Preference Share ADR depositary determines that any distribution in property, other than cash or dollar preference shares of a

particular series, cannot be made proportionately among Dollar Preference Share ADR holders or if for any other reason, including any

requirement that we or the Dollar Preference Share ADR depositary withhold an amount on account of taxes, the Dollar Preference Share ADR

depositary deems that such a distribution is not feasible, the Dollar Preference Share ADR depositary may dispose of all or a portion 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 Dollar Preference Share ADR depositary must

withhold to Dollar Preference Share ADR holders as in the case of a distribution received in cash.

 

Redemption of Dollar Preference Share ADSs

 

If we redeem any dollar preference shares of a particular series, the Dollar Preference Share ADR depositary will redeem, from the amounts

that it receives from the redemption of deposited dollar preference shares, a number of Dollar Preference Share ADSs of the series representing

those dollar preference shares which corresponds to the number of deposited dollar preference shares. The Dollar Preference Share ADS

redemption price will correspond to the redemption price per share payable with respect to the redeemed dollar preference shares. If we redeem

less than all of the outstanding dollar preference shares of a particular series, the Dollar Preference Share ADR depositary will select the Dollar

Preference Share 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 Dollar Preference Share

ADR depositary before the redemption date and the Dollar Preference Share ADR depositary will promptly deliver the notice to all holders of

Dollar Preference Share ADRs of the corresponding series.

 

Record 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 Dollar Preference Share ADR depositary receives notice of any

meeting at which holders of dollar preference shares of a particular series are entitled to vote, the Dollar Preference Share ADR depositary will fix

a record date for the determination of the Dollar Preference Share ADR holders who are entitled to receive the dividend, distribution, amount in

respect of redemption of Dollar Preference Share 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 Dollar Preference Share 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 Dollar

Preference Share ADR depositary will, as soon as practicable thereafter, send to the record holders of Dollar Preference Share ADRs of the

corresponding series a notice which shall contain:

 

• summary of the notice of meeting;

 

• a statement that the record holders of Dollar Preference Share ADRs at the close of business on a specified record date are entitled under

the Dollar Preference Share ADR deposit agreement, if applicable laws and regulations and our Articles of Association permit, to instruct

the Dollar Preference Share ADR depositary as to the exercise of the voting rights pertaining to the dollar preference shares of the series

represented by their Dollar Preference Share ADSs; and

 

• a brief statement of how they may give instructions, including an express indication that they may instruct the Dollar Preference Share

ADR depositary to give a discretionary proxy to a designated member or members of our board of directors.

 

The Dollar Preference Share 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 Dollar Preference Share ADRs that it receives on or before the

date set by the Dollar Preference Share ADR depositary. The Dollar Preference Share ADR depositary has agreed not to vote the dollar preference

shares except in accordance with written instructions from the record holders of Dollar Preference Share ADRs.
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Inspection of Transfer Books

 

The Dollar Preference Share ADR depositary will keep books, at its transfer office in The City of New York, for the registration and transfer

of Dollar Preference Share ADRs that at all reasonable times will be open for inspection by Dollar Preference Share ADR holders. However, this

inspection may not be for the purpose of communicating with Dollar Preference Share ADR holders in the interest of a business or object other

than our business or a matter related to the Dollar Preference Share ADR deposit agreement or the Dollar Preference Share ADRs.
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Reports and Notices

 

The Dollar Preference Share ADR depositary will make available at its principal office for inspection by Dollar Preference Share ADR

holders any reports and communications received from us that are both received by the Dollar Preference Share 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 Dollar Preference Share ADR depositary will also send copies of those reports to Dollar Preference

Share ADR holders when furnished by us as provided in the Dollar Preference Share 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 Dollar

Preference Share ADR depositary a copy of the notice in the form given or to be given to holders of the dollar preference shares. The Dollar

Preference Share ADR depositary will, at our expense, arrange for the prompt transmittal by the custodian to the Dollar Preference Share ADR

depositary of such notices, and, if we request in writing, arrange for the mailing, at our expense, of copies to all holders of Dollar Preference Share

ADRs evidencing Dollar Preference Share ADSs of the corresponding series.

 

Amendment and Termination of the Dollar Preference Share ADR Deposit Agreement

 

The form of the Dollar Preference Share ADRs evidencing Dollar Preference Share ADSs of a particular series and any provisions of the

Dollar Preference Share ADR deposit agreement relating to those Dollar Preference Share ADRs may at any time and from time to time be

amended by agreement between us and the Dollar Preference Share ADR depositary in any respect which we may deem necessary 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 Dollar Preference Share ADRs evidencing Dollar Preference Share ADSs of a particular series,

will not take effect as to any Dollar Preference Share ADRs until 30 days after notice of the amendment has been given to the record holders of

those Dollar Preference Share ADRs. Every holder of any Dollar Preference Share ADR at the time an amendment becomes effective, if it has

been given notice, will be deemed by continuing to hold the Dollar Preference Share ADR to consent and agree to the amendment and to be bound

by the Dollar Preference Share ADR deposit agreement or the Dollar Preference Share ADR as amended. In no event may any amendment impair

the right of any holder of Dollar Preference Share ADRs to surrender Dollar Preference Share ADRs and receive in return the dollar preference

shares of the corresponding series and other property represented by the Dollar Preference Share ADRs.

 

Whenever we direct, the Dollar Preference Share ADR depositary has agreed to terminate the Dollar Preference Share ADR deposit

agreement as to dollar preference shares of any and all series and the deposited securities, Dollar Preference Share ADSs and Dollar Preference

Share ADRs of all corresponding series by mailing a termination notice to the record holders of all those outstanding Dollar Preference Share

ADRs at least 30 days before the date fixed in the notice for termination. The Dollar Preference Share ADR depositary may likewise terminate the

Dollar Preference Share ADR deposit agreement as to dollar preference shares of any and all series and the deposited securities, Dollar Preference

Share ADSs and Dollar Preference Share ADRs of all corresponding series by mailing a termination notice to us and the record holders of all those

outstanding Dollar Preference Share ADRs at any time 60 days after it has delivered to us a written notice of its election to resign, if a successor

depositary has not been appointed and accepted its appointment as provided in the Dollar Preference Share ADR deposit agreement. If any Dollar

Preference Share ADRs evidencing Dollar Preference Share ADSs of a particular series remain outstanding after the date of any termination, the

Dollar Preference Share ADR depositary will then discontinue the registration
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of transfers of those Dollar Preference Share ADRs, will suspend the distribution of dividends to holders and will not give any further notices or

perform any further acts under the Dollar Preference Share ADR deposit agreement with respect to those Dollar Preference Share 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 Dollar Preference Share 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 them and the net proceeds of the sale of any property, in exchange for

Dollar Preference Share ADRs surrendered to it. At any time after two years from the date of termination of the Dollar Preference Share ADR

deposit agreement as to Dollar Preference Share ADRs evidencing Dollar Preference Share ADSs of a particular series, the Dollar Preference

Share ADR depositary may sell the dollar preference shares of the corresponding series and any other property represented by those Dollar

Preference Share ADRs and may hold the net proceeds, together with any other cash then held by it under the Dollar Preference Share ADR

deposit agreement in respect of those Dollar Preference Share ADRs, without liability for interest, for the ratable benefit of the holders of Dollar

Preference Share ADRs that have not previously been surrendered.

 

Charges of Dollar Preference Share ADR Depositary

 

The Dollar Preference Share ADR depositary will charge the party to whom it delivers Dollar Preference Share ADRs against deposits, and

the party surrendering Dollar Preference Share ADRs 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 Dollar Preference Share ADRs issued or surrendered. We will pay
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all other charges of the Dollar Preference Share ADR depositary and those of any registrar, co-transfer agent and co-registrar under the Dollar

Preference Share 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:

 

• taxes, including U.K. stamp duty or U.K. stamp duty reserve tax, and other governmental charges;

 

• any applicable share transfer or registration fees on deposits or withdrawals of dollar preference shares;

 

• cable, telex, facsimile transmission and delivery charges which the Dollar Preference Share ADR deposit agreement provides are at the

expense of the holders of Dollar Preference Share ADRs or persons depositing or withdrawing dollar preference shares of any series; or

 

• expenses incurred or paid by the Dollar Preference Share ADR depositary in any conversion of foreign currency into dollars.

 

You will be responsible for any taxes or other governmental charges payable on your Dollar Preference Share ADRs or on the deposited

securities underlying your Dollar Preference Share 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 Dollar Preference Share ADRs). The Dollar Preference Share ADR depositary may refuse to

transfer your Dollar Preference Share ADRs or allow you to withdraw the deposited securities underlying your Dollar Preference Share ADRs until

such taxes or other charges are paid. The Dollar Preference Share ADR 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 Dollar Preference Share 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 Dollar Preference Share ADR holder

remaining liable for any deficiency.

 

General

 

Neither the Dollar Preference Share ADR depositary nor we will be liable to Dollar Preference Share 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 Dollar Preference Share ADR deposit agreement. The obligations of both of us under the Dollar Preference Share ADR deposit agreement are

expressly limited to performing our duties without gross negligence or bad faith.
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If any Dollar Preference Share ADSs of a particular series are listed on one or more stock exchanges in the United States, the Dollar

Preference Share ADR depositary will act as registrar or, if we request or with our approval, appoint a registrar or one or more co-registrars, for

registration of the Dollar Preference Share ADRs evidencing the Dollar Preference Share ADSs in accordance with any exchange requirements.

The registrars or co-registrars may be removed and a substitute or substitutes appointed by the Dollar Preference Share ADR depositary if we

request or with our approval.

 

The Dollar Preference Share ADRs evidencing Dollar Preference Share ADSs of any series are transferable on the books of the Dollar

Preference Share ADR depositary. However, the Dollar Preference Share ADR depositary may close the transfer books as to Dollar Preference

Share ADRs evidencing Dollar Preference Share ADSs of a particular series at any time or from time to time when it deems it expedient to do so

in connection with the performance of its duties or if we request. As a condition precedent to the execution and delivery, registration of transfer,

split-up, combination or surrender of any Dollar Preference Share ADR evidencing Dollar Preference Share ADSs of a particular series, or transfer

and withdrawal of dollar preference shares of the corresponding series, the Dollar Preference Share ADR depositary or the custodian may require

the person presenting the Dollar Preference Share ADR or depositing the dollar preference shares to pay a sum sufficient 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 Dollar

Preference Share ADR deposit agreement, and the Dollar Preference Share ADR depositary may withhold any dividends or other distributions, or

may sell for the account of the holder any part or all of the dollar preference shares evidenced by the Dollar Preference Share 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 Dollar Preference Share

ADR holder remaining liable for any deficiency. Any person presenting dollar preference shares of any series for deposit or any holder of a Dollar

Preference Share ADR may be required from time to time to furnish the Dollar Preference Share 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 Dollar Preference Share ADR depositary or the custodian deems necessary or proper. Until those requirements have been satisfied, the

Dollar Preference Share ADR depositary may withhold the delivery or registration of transfer of any Dollar Preference Share ADR or the

distribution of any dividend or other distribution or proceeds of any sale or distribution. The delivery, transfer and surrender of Dollar Preference

Share ADRs of any series generally may be suspended during any period when the transfer books of the Dollar Preference Share ADR depositary

are closed or if we or the Dollar Preference Share ADR depositary deem necessary or advisable at any time or from time to time because of any

requirement of law or of any government or governmental authority, body or commission, or under any provision of the Dollar Preference Share

ADR deposit agreement or for any other reason, subject to the provisions of the following sentence. The surrender of outstanding Dollar
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Preference Share ADRs of any series and withdrawal of deposited securities may only be suspended as a result of:

 

• temporary delays caused by closing our transfer books or those of the Dollar Preference Share 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;

 

• the non-payment of fees, taxes and similar charges; and

 

• compliance with any U.S. or foreign laws or governmental regulations relating to the Dollar Preference Share ADRs of the series or to the

withdrawal of the deposited securities.

 

The Dollar Preference Share ADR deposit agreement and the Dollar Preference Share ADRs are governed by and construed in accordance

with New York law.
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DESCRIPTION OF CONTINGENT CONVERTIBLE SECURITIES

 

The following is a summary of the general terms that will apply to any contingent convertible securities that may be offered by us.

 

Each time that we issue contingent convertible securities, we will file a prospectus supplement with the SEC, which you should read carefully.

The prospectus supplement will summarize specific terms of your security and may contain additional terms of those contingent convertible

securities to those described in this prospectus or terms that differ from 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 contingent convertible securities, but if there is

any 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 contingent convertible security.

Contingent convertible securities will be issued by us under an indenture. The indenture is a contract between us and The Bank of New York

Mellon, as trustee. The indenture does not limit our ability to incur additional indebtedness, including the issuance of further contingent

convertible securities. You should also read the indenture and any related supplemental indenture establishing such contingent convertible

securities, which we have filed with the SEC as an exhibit to the registration statement of which this prospectus is a part.

 

General

 

Contingent convertible securities means our subordinated convertible debt securities mandatorily convertible into our ordinary shares on the

occurrence of certain events. The contingent convertible 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.

 

We may issue contingent convertible securities in one or more series. The relevant prospectus supplement for any particular series of

contingent convertible securities will describe the terms of the offered contingent convertible securities, including some or all of the following

terms:

 

• the specific designation, authorized denomination and aggregate principal amount of the contingent convertible securities;

 

• whether such contingent convertible securities will be dated contingent convertible securities with a specified maturity date or undated

contingent convertible securities with no specified maturity date;

 

• the annual interest rate or rates, or how to calculate the interest rate or rates;

 

• the date or dates from which interest, if any, will accrue or the method, if any, by which such date or dates will be determined;

 

• whether the payment of interest can be deferred or cancelled, whether the payment of principal can be deferred and the subordination

terms;

 

• the price or prices at which they will be issued;

 

• the terms on which the contingent convertible securities may or are required to convert into ordinary shares of RBSG and any specific

terms relating to the conversion or exchange feature, including upon the occurrence of certain events relating to our financial condition;

 

• whether payments are subject to certain conditions that relate to our financial condition, including our capital ratios;

 

• the times and places at which any interest payments are payable;
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• the terms and conditions of any mandatory or optional redemption, including the amount of any premium;

 

• any modifications or additions to the events of default with respect to the contingent convertible securities offered;
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• the terms and conditions, if any, under which we may elect to substitute or vary the terms of the contingent convertible securities;

 

• the currency or currencies in which they are denominated and in which we will make any payments;

 

• any index used to determine the amount of any payments on the contingent convertible securities;

 

• any restrictions that apply to the offer, sale and delivery of the contingent convertible securities;

 

• whether and under what circumstances, if other than those described in this prospectus, we will pay additional amounts on the contingent

convertible 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 contingent convertible securities following those

developments; 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

contingent convertible securities.

 

Contingent convertible securities may bear interest at a fixed rate, a floating rate or a combination thereof. We may sell any contingent

convertible securities that bear no interest, or that bear interest at a rate that at the time of issuance is below the prevailing market rate, at a

discount to their stated principal amount.

 

Holders of contingent convertible securities shall have no voting rights except those described under the heading “–Modification and Waiver”

below, unless and until such contingent convertible securities are converted into our ordinary shares, in which case holders will have the voting

rights described under “Description of Ordinary Shares–Share Capital–Voting Rights”.

 

If we issue subordinated contingent convertible securities that qualify as Additional Tier 1 or Tier 2 capital or other capital for regulatory

purposes, the payment, subordination, redemption, events of default and other terms may vary from those described in this prospectus and will be

set forth in the relevant prospectus supplement.

 

Payments

 

We will make any payments of interest and principal, on any particular series of contingent convertible 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. The relevant prospectus supplement may provide that we are not obligated to make payments of principal or interest on any

scheduled payment date, that interest payments may be cancelled or deemed cancelled, in whole or in part, and that any such cancellation or

deemed cancellation will not create a default or an event of default under the contingent convertible securities indenture.

 

Subordination

 

Each contingent convertible security will constitute our direct, unsecured and subordinated obligations, ranking equally without any preference

among themselves. The rights and claims of the holders of any series of contingent convertible securities will be subordinated as described in the

relevant prospectus supplement with respect to such series. The relevant prospectus supplement will set forth the nature of the subordinated ranking

of each series of contingent convertible securities relative to the debt and equity issued by us, including to what extent the contingent convertible

securities may rank junior in right of payment to our other obligations or in any other manner.

 

Redemption

 

Any terms of the redemption of any series of contingent convertible securities, whether at our option or upon the occurrence of certain events

(including, but not be limited to, the occurrence of certain tax or regulatory events), will be set forth in the relevant prospectus supplement.
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Events of Default; Limitation of Remedies

 

Events of Default

 

The relevant prospectus supplement with respect to any series of contingent convertible securities shall set out what events, if any, shall be

considered Events of Defaults and what remedies, if any, that may be available to holders. The indenture permits the issuance of contingent

convertible securities in one or more series and whether an Event of Default, if applicable, has occurred is determined on a series-by-series basis.

 

If an Event of Default provided for in a supplemental indenture for any series of contingent convertible securities, occurs and is continuing, the

trustee or the holders of at least 25% in aggregate principal amount of the outstanding contingent convertible securities of each series may declare

the principal amount, together with accrued interest (if any) and Additional Amounts (if any), payable on such contingent convertible securities, of

all the contingent convertible securities of that series to be due and payable immediately, by a notice in writing to us, and upon such declaration

such amount shall become immediately due and payable. 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 contingent convertible securities of the

series may rescind the declaration of acceleration and its consequences, but only if all Events of Default have been remedied or waived and all

payments due, other than those due as a result of acceleration, have been made.

 

Unless the relevant prospectus supplement provides otherwise, by accepting a contingent convertible security, each holder and the trustee

(acting on behalf of the holders) will be deemed to have waived any right of set-off, counterclaim or combination of accounts with respect to the

contingent convertible security or the indenture (or between our obligations under or in respect of any contingent convertible security and any

liability owed by a holder to us) that they (or the trustee acting on their behalf) might otherwise have against us, whether before or during our

winding-up.

 

Events of Default - General

 

The holder or holders of not less than a majority in aggregate principal amount of the outstanding contingent convertible securities of any

series may waive any past Event of Default with respect to the series, except an Event of Default in respect of the payment of interest, if any, or

principal of (or premium, if any) or payments on any contingent convertible security or a covenant or provision of the indenture which cannot be

modified or amended without the consent of the holder of each contingent convertible securities of such series.

 

Upon any such waiver, such Event of Default will cease to exist, and any such Event of Default with respect to any series arising therefrom

will be deemed to have been cured and not to have occurred; provided that no such waiver will extend to any subsequent or other Event of Default

or impair any right consequent thereon.

 

Subject to the indenture provisions for the indemnification of the trustee and the provisions of any supplemental indenture establishing any

series of contingent convertible securities, the holder or holders of a majority in aggregate principal amount of the outstanding contingent

convertible 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 indenture and the trustee does not determine that the action would be unjustly prejudicial to the holder or holders of any contingent

convertible securities of any series not taking part in that direction. The trustee may take any other action that it deems proper which is not

inconsistent with that direction.

 

The indenture provides that the trustee will, within 90 days after the occurrence of an Event of Default with respect to the contingent

convertible securities of any series, give to each holder of the contingent convertible securities of the affected series notice of the Event of Default

known to it, unless the Event of Default has been cured or waived. However, the trustee shall be protected in withholding notice if it determines in

good faith that withholding notice is in the interest of the holders.

 

We are required to furnish to the trustee annually a statement as to our compliance with all conditions and covenants under the indenture.
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Additional Amounts

 

Unless otherwise specified in the relevant prospectus supplement, all amounts of principal, premium, if any, and interest, if any, on any series

of contingent convertible securities will be paid by us 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 now or hereafter imposed, levied, collected,

withheld or assessed by or on behalf of the United Kingdom or any political subdivision or any authority thereof or therein having the power to tax

(the “U.K. Taxing Jurisdiction”), unless such deduction or withholding is required by law.

 

Unless otherwise specified in the relevant prospectus supplement, if deduction or withholding of any such taxes, levies, imposts, duties,
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charges, fees, deductions or withholdings shall at any time be required by the U.K. Taxing Jurisdiction, we will pay such additional amounts in

respect of, payments of the principal amount of, premium, if any, and interest, if any, on any series of contingent convertible securities (“Additional

Amounts”) as may be necessary in order that the net amounts paid to the holders of the contingent convertible securities, after such deduction or

withholding, shall equal the respective amounts of principal, premium, if any, and interest, if any, which would have been payable in respect of

such contingent convertible securities had no such deduction or withholding been required; provided, however, that the foregoing will not apply to

any such tax, levy, impost, duty, charge, fee, deduction or withholding that would not have been payable or due but for the fact that:

 

(i) the holder or the beneficial owner of the contingent convertible security is a domiciliary, national or resident of, or engaging in

business or maintaining a permanent establishment or physically present in, the U.K. Taxing Jurisdiction or otherwise has some connection

with the U.K. Taxing Jurisdiction other than the mere holding or ownership of a contingent convertible security, or the collection of any

payment of (or in respect of) principal of, premium, if any, or interest, if any, on any contingent convertible security of the relevant series,

 

(ii) except in the case of a winding-up of us in the United Kingdom, the relevant contingent convertible security is presented (where

presentation is required) for payment in the United Kingdom,

 

(iii) the relevant contingent convertible 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 such Additional

Amount on presenting (where presentation is required) the contingent convertible security for payment at the close of such 30 day period,

 

(iv) the holder or the beneficial owner of the relevant contingent convertible security or the beneficial owner of any payment of (or in

respect of) principal of, premium, if any, or interest, if any, on such contingent convertible security failed to comply with a request by us or

our liquidator or other authorized person addressed to the holder (x) to provide information concerning the nationality, residence or identity of

the holder or such beneficial owner or (y) to make any declaration or other similar claim, which in the case of (x) or (y), is required or

imposed by a statute, treaty, regulation or administrative practice of the U.K. Taxing Jurisdiction as a precondition to exemption or relief from

all or part of such deduction or withholding,

 

(v) the withholding or deduction is required to be made pursuant to European Council Directive 2003/48/EC on the taxation of savings

income or any Directive amending, supplementing or replacing such Directive, or any law implementing or complying with, or introduced in

order to conform to, such Directive or Directives,

 

(vi) the withholding or deduction is required to be made pursuant to Sections 1471 through 1474 of the U.S. Internal Revenue Code, any

agreement with the U.S. Treasury entered into with respect thereto, any U.S. Treasury regulation issued thereunder or any other official

interpretations or guidance issued with respect thereto; any intergovernmental agreement entered into with respect thereto, or any law,

regulation, or other official interpretation or guidance promulgated pursuant to such an intergovernmental agreement,

 

(vii) the relevant contingent convertible security is presented (where presentation is required) for payment by or on behalf of a holder who

would have been able to avoid such withholding or deduction by presenting (where presentation is required) the relevant contingent

convertible security to another paying agent in a Member State of the European Union, or

 

(viii) any combination of subclauses (i) through (vii) above,
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nor shall Additional Amounts be paid with respect to a payment of principal of, premium, if any, or interest, if any, on the contingent convertible

security to any holder who is a fiduciary or partnership or person other than the sole beneficial owner of such payment to the extent such payment

would be required by the laws of the U.K. Taxing Jurisdiction to be included in the income for tax purposes of a beneficiary 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 in this prospectus or any prospectus supplement there is mentioned, in any context, the payment of the principal of, premium, if

any, or interest, if any, and any other payments on, or in respect of, any contingent convertible security of any series such mention shall be deemed

to include mention of the payment of Additional Amounts provided for in this “Additional Amounts” section to the extent that, in such context,

Additional Amounts are, were or would be payable in respect thereof pursuant to the provisions of this section and as if express mention of the

payment of Additional Amounts (if applicable) were made in any provisions hereof where such express mention is not made.

 

Limitation on Suits

 

No holder of contingent convertible securities will be entitled to proceed directly against us, except as described below.

 

Subject to any further limitations provided in the relevant prospectus supplement and supplemental indenture establishing any series of
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contingent convertible securities, before a holder of the contingent convertible securities may bypass the trustee and bring its own lawsuit or other

formal legal action or take other steps to enforce its rights or protect its interests relating to the contingent convertible securities, the following must

occur:

 

• The holder must give the trustee written notice that a continuing Event of Default has occurred and remains uncured.

 

• The holders of not less than 25% in outstanding principal amount of the contingent convertible securities of the relevant series must make

a written request that the trustee institute proceedings because of the Event of Default, and the holder must offer indemnity satisfactory to

the trustee in its sole discretion against the cost and other liabilities incurred in connection with such request.

 

• The trustee must not have taken action for 60 days after receipt of the above notice and offer of security or indemnity, and the trustee must

not have received an inconsistent direction from the majority in principal amount of all outstanding contingent convertible securities of

the relevant series during that period.

 

Notwithstanding any other provision of the contingent convertible indenture or the contingent convertible securities, the right of any holder of

contingent convertible securities to receive payment of the principal of (and premium, if any, on), and interest on, the contingent convertible

securities, on or after the due dates thereof or to institute suit for the enforcement of any such payment on or after such respective dates, will not be

impaired or affected without the consent of such holder.

 

Modification and Waiver

 

We and the trustee may make certain modifications and amendments to the applicable indenture with respect to any series of contingent

convertible securities without the consent of the holders of such contingent convertible securities. Other modifications and amendments may be

made to the applicable indenture with the consent of not less than a majority in aggregate outstanding principal amount of the contingent

convertible securities of the series outstanding under the indenture that are affected by the modification or amendment, voting as one class.

However, no modifications or amendments may be made without the consent of the holder of each contingent convertible security affected that

would:

 

• change the stated maturity, if any, of any principal amount of any contingent convertible security;

 

• change the terms of any contingent convertible security to include a stated maturity date;

 

• reduce the principal amount of, the interest rates of, or the payments with respect to any contingent convertible security, other than as

permitted under the applicable indenture;
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• change our (or any successor’s) obligation to pay Additional Amounts;

 

• change the currency of payment;

 

• reduce the percentage in aggregate principal amount of outstanding contingent convertible securities of the series necessary to modify or

amend the applicable indenture or to waive compliance with certain provisions of the applicable indenture;

 

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

 

• modify the subordination provisions or the terms of our obligations in respect of the payment of amounts due and payable on the

contingent convertible securities in a manner adverse to the holders, in each case other than as permitted under the applicable indenture; or

 

• modify the above requirements.

 

In addition to the permitted amendments described in the preceding paragraph, we and the trustee may amend or supplement the applicable

indenture or the contingent convertible securities without the consent of any holders of the contingent convertible securities to conform the

provisions of the applicable indenture to this “Description of Contingent Convertible Securities” section in this prospectus.

 

In addition, unless the relevant prospectus supplement provides otherwise, any variations in the terms and conditions of the contingent

convertible securities of any series, including modifications relating to the subordination or redemption provisions of such contingent convertible

securities, can only be made in accordance with the rules and requirements of the PRA, as and to the extent applicable from time to time.
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Consolidation, Merger and Sale of Assets; Assumption

 

We may, without the consent of the holders of any of the contingent convertible 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 Kingdom that assumes, by a supplemental

indenture, our obligations on the contingent convertible 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 (including, if and to the extent required at such time by the applicable regulatory capital rules,

regulations or standards, the prior consent of the PRA), a holding company of us or any of our wholly-owned subsidiaries may assume our

obligations under the contingent convertible securities of any series without the consent of any holder, provided that certain conditions are satisfied.

If the conditions set out in the contingent convertible securities indenture are satisfied, all of our direct payment obligations under the contingent

convertible securities of the series and the applicable indenture shall immediately be discharged. Any Additional Amounts under the contingent

convertible securities of the series will be payable in respect of taxes imposed by the jurisdiction in which the assuming holding company or

wholly-owned subsidiary is organized or tax resident, subject to exceptions equivalent to those that apply to any obligation to pay Additional

Amounts in respect of taxes imposed by the U.K. Taxing Jurisdiction, rather than taxes imposed by the U.K. Taxing Jurisdiction. The holding

company or wholly-owned subsidiary, as the case may be, that assumes our obligations will also be entitled to redeem the contingent convertible

securities of the relevant series in the circumstances described in “–Redemption” above or in the supplemental indenture with respect to the

particular series of contingent convertible securities.

 

An assumption of our obligations under the contingent convertible securities of any series might be deemed for U.S. federal income tax

purposes to be an exchange of those contingent convertibles securities for new contingent convertible securities by each beneficial owner, resulting

in a recognition of taxable gain or loss for U.S. federal income tax 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.
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Governing Law

 

The contingent convertible securities and the indenture will be governed by and construed in accordance with the laws of the State of New

York and the Trust Indenture Act, except that, as the 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 of each series of contingent convertible securities will be governed by and construed in

accordance with the laws of Scotland.

 

Notices

 

All notices to holders of registered contingent convertible securities shall be validly given if in writing and mailed, first-class postage prepaid,

to them at their respective addresses in the register maintained by the trustee.

 

The Trustee

 

The Bank of New York Mellon, acting through its London Branch, One Canada Square, London E14 5AL, is the trustee under the indenture

with respect to the contingent convertible securities. The trustee 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 trustee is under no

obligation to exercise any of the powers vested in it by the indenture at the request of any holder of contingent convertible securities, unless offered

reasonable indemnity by the holder against the costs, expense and liabilities which might be incurred thereby. We and certain of our subsidiaries

maintain deposit accounts and conduct other banking transactions with The Bank of New York Mellon in the ordinary course of our business. The

Bank of New York Mellon is also the book-entry depositary and paying agent with respect to our contingent convertible securities. The Bank of

New York Mellon is the depositary with respect to the American Depositary Shares representing certain of our preference shares and our ordinary

shares.

 

Consent to Service of Process

 

Under the indenture, we irrevocably designate CT Corporation System as our authorized agent for service of process in any legal action or

proceeding arising out of or relating to the indentures or any contingent convertible 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 CERTAIN PROVISIONS RELATING TO DEBT SECURITIES AND

CONTINGENT CONVERTIBLE SECURITIES
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Agreement with Respect to the Exercise of U.K. Bail-in Power

 

The senior debt securities indenture contains, and RBSG expects that any supplemental indenture to the senior debt securities indenture,

subordinated debt securities indenture and contingent convertible securities indenture, as required, will contain, in respect of the securities

governed thereby, certain provisions substantially to the following effect. In addition, such provisions will be more fully set out in the relevant

supplemental indenture and summarized in the relevant prospectus supplement.

 

The securities may be subject to the exercise of the U.K. bail-in power by the relevant U.K. resolution authority. As more fully set out in the

relevant prospectus supplement, if the U.K. bail-in power applies to the securities of a series, by its acquisition of the securities, each holder of

such securities will be bound by (a) the effect of the exercise of any U.K. bail-in power by the relevant U.K. resolution authority and (b) the

variation of the terms of securities or the relevant indenture, if necessary, to give effect to the exercise of any U.K. bail-in power by the relevant

U.K. resolution authority.

 

The exercise of any U.K. bail-in power by the relevant U.K. resolution authority shall not constitute a default or an Event of Default under the

terms of the securities or the indentures.

 

For these purposes, a “UK bail-in power” is any write-down, conversion, transfer, modification or suspension power existing from time 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 Kingdom in
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effect and applicable in the United Kingdom to RBSG 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 UK resolution regime under the Banking Act 2009, as the same has been or may be amended from time to time (whether pursuant to

the UK Financial Services (Banking Reform) Act 2013 (the “Banking Reform Act 2013”), secondary legislation or otherwise, the “Banking Act”),

pursuant to which any obligations of a bank, banking group company, credit institution or investment firm or any of its affiliates can be reduced,

cancelled, modified, transferred and/or converted into shares or other securities or obligations of the obligor or any other person (or suspended for

a temporary period) or pursuant to which any right in a contract governing such obligations may be deemed to have been exercised.

 

A reference to the “relevant UK resolution authority” is to any authority with the ability to exercise a UK bail-in power.

 

Form of Debt Securities and Contingent Convertible Securities; Book-Entry System

 

Unless the relevant prospectus supplement states otherwise, the debt securities and contingent convertible 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 identified in the applicable prospectus supplement, including, without limitation, The Depository Trust Company (“DTC”), Euroclear

Bank SA/NV (“Euroclear Bank”), as operator of the Euroclear System (“Euroclear”) and/or Clearstream Banking, S.A. (“Clearstream

Luxembourg”), and will be registered in the name of such depositary or its nominee. Unless and until the debt securities or contingent convertible

securities, as applicable, 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 a whole by the depositary to a nominee or a successor of the depositary.

 

Special procedures to facilitate clearance and settlement have been established among these clearing systems to trade securities across borders

in the secondary market. Where payments for securities we issue in global form will be made in U.S. dollars, these procedures can be used for

cross-market transfers and the securities will be cleared and settled on a delivery against payment basis. Cross-market transfers of securities that

are not in global form may be cleared and settled in accordance with other procedures that may be established among the clearing systems for

these securities.

 

The debt securities and contingent convertible securities may be accepted for clearance by DTC, 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.

 

Neither we nor the trustee nor any of our or its agents has any responsibility for any aspect of the actions of DTC, Clearstream Luxembourg or

Euroclear or any of their direct or indirect participants. Neither we nor the trustee nor any of our or its agents has any responsibility for any aspect

of the records kept by DTC, Clearstream Luxembourg or Euroclear or any of their direct or indirect participants. Neither we nor the trustee nor any

of our or its agents supervise these systems in any way. This is also true for any other clearing system indicated in a prospectus supplement.

 

DTC, Clearstream Luxembourg, Euroclear and their participants perform these clearance and settlement functions under agreements they have
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made with one another or with their customers. Investors should be aware that DTC, Clearstream Luxembourg, Euroclear and their participants are

not obligated to perform these procedures and may modify them or discontinue them at any time.

 

The description of the clearing systems in this section reflects our understanding of the rules and procedures of DTC, Clearstream

Luxembourg and Euroclear as they are currently in effect. Those systems could change their rules and procedures at any time.

 

So long as the depositary, or its nominee, is the holder of a global security, the depositary or its nominee will be considered the sole holder of

such global security for all purposes under the indentures. Except as described below
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under the heading “–Issuance of Definitive Securities”, no participant, indirect participant or other person will be entitled to have debt securities or

contingent convertible securities, as applicable, registered in its name, receive or be entitled to receive physical delivery of debt securities or

contingent convertible securities, as applicable, in definitive form or be considered the owner or holder of the debt securities or contingent

convertible securities, as applicable, under the indentures. Each person having an ownership or other interest in debt securities or contingent

convertible securities, as applicable, 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, the debt securities or the contingent convertible securities, as applicable.

 

The Clearing Systems

 

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

 

DTC. DTC, the world’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 member 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. DTC is a wholly-owned subsidiary of The Depository Trust & Clearing Corporation

(“DTCC”). DTCC is the holding company for DTC, National Securities Clearing Corporation and Fixed Income Clearing Corporation, all of which

are registered clearing agencies. DTCC is owned by the users of its regulated subsidiaries. Access to the DTC system is 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 maintain a

custodial relationship with a direct participant, either directly or indirectly. The DTC rules applicable to its participants are on file with the SEC.

 

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 or contingent convertible securities, as applicable. 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 Börse AG, a publicly 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 financial intermediaries.

Its U.S. customers are limited to securities brokers, dealers and banks. Indirect access to the Clearstream Luxembourg system is also available to

others that clear through Clearstream Luxembourg customers
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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.

 

Other Clearing Systems. We may choose any other clearing system for a particular series of securities. The clearance and settlement

procedures for the clearing system we choose will be described in the applicable prospectus supplement.

 

Payments on the Global 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 or contingent convertible securities, as applicable, 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.

 

Primary Distribution

 

The distribution of debt securities and contingent convertible securities will be cleared through one or more of the clearing systems that we

have described above or any other clearing system that is specified in the applicable prospectus supplement. Payment for debt securities and

contingent convertible securities will be made on a delivery versus payment or free delivery basis. These payment procedures will be more fully

described in the applicable prospectus supplement.

 

Clearance and settlement procedures may vary from one series of debt securities and contingent convertible securities, as applicable, to

another according to the currency that is chosen for the specific series of debt securities or contingent convertible securities. Customary clearance

and settlement procedures are described below.

 

We will submit applications to the relevant system or systems for the debt securities and contingent convertible securities to be accepted for

clearance. The clearance numbers that are applicable to each clearance system will be specified in the applicable prospectus supplement.

 

Clearance and Settlement Procedures - DTC

 

DTC participants that hold debt securities or contingent convertible securities, as applicable, through DTC on behalf of investors will follow

the settlement practices applicable to United States corporate debt obligations in DTC’s Same-Day Funds Settlement System.

 

Debt securities and contingent convertible securities, as applicable, will be credited to the securities custody accounts of these DTC

participants against payment in same-day funds, for payments in U.S. dollars, on the settlement date. For payments in a currency other than U.S.

dollars, debt securities or contingent convertible securities, as applicable, will be credited free of payment on the settlement date.

 

Clearance and Settlement Procedures - Euroclear and Clearstream Luxembourg

 

We understand that investors that hold debt securities or contingent convertible securities, as applicable, through Euroclear or Clearstream

Luxembourg accounts will follow the settlement procedures that are applicable to conventional Eurobonds in registered form for securities.

 

Debt securities or contingent convertible securities, as applicable, will be credited to the securities custody accounts of Euroclear and

Clearstream Luxembourg participants on the business day following the settlement date, for value on the settlement date. They will be credited

either free of payment or against payment for value on the settlement date.
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Secondary Market Trading

 

Trading Between DTC Participants

 

Secondary market trading between DTC participants will occur in the ordinary way in accordance with DTC’s rules. Secondary market trading

will be settled using procedures applicable to United States corporate debt obligations in DTC’s Same-Day Funds Settlement System for

securities.
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If payment is made in U.S. dollars, settlement will be in same-day funds. If payment is made in a currency other than U.S. dollars, settlement

will be free of payment. If payment is made other than in U.S. dollars, separate payment arrangements outside of the DTC system must be made

between the DTC participants involved.

 

Trading Between Euroclear and/or Clearstream Luxembourg Participants

 

We understand that secondary market trading between Euroclear and/or Clearstream Luxembourg participants will occur in the ordinary way

following the applicable rules and operating procedures of Euroclear and Clearstream Luxembourg. Secondary market trading will be settled using

procedures applicable to conventional Eurobonds in registered form for securities.

 

Trading Between a DTC Seller and a Euroclear or Clearstream Luxembourg Purchaser

 

A purchaser of debt securities or contingent convertible securities, as applicable, that are held in the account of a DTC participant must send

instructions to Euroclear or Clearstream Luxembourg at least one business day prior to settlement. The instructions will provide for the transfer of

the debt securities or contingent convertible securities, as applicable, from the selling DTC participant’s account to the account of the purchasing

Euroclear or Clearstream Luxembourg participant. Euroclear or Clearstream Luxembourg, as the case may be, will then instruct the common

depositary for Euroclear and Clearstream Luxembourg to receive the debt securities or contingent convertible securities, as applicable, either

against payment or free of payment.

 

The interests in the debt securities or contingent convertible securities, as applicable, will be credited to the respective clearing system. The

clearing system will then credit the account of the participant, following its usual procedures. Credit for the debt securities or contingent

convertible securities, as applicable, will appear on the next day, European time. Cash debit will be back-valued to, and the interest on the debt

securities or contingent convertible securities, as applicable, will accrue from, the value date, which would be the preceding day, when settlement

occurs in New York. If the trade fails and settlement is not completed on the intended date, the Euroclear or Clearstream Luxembourg cash debit

will be valued as of the actual settlement date instead.

 

Euroclear participants or Clearstream Luxembourg participants will need the funds necessary to process same-day funds settlement. The most

direct means of doing this is to pre-position funds for settlement, either from cash or from existing lines of credit, as for any settlement occurring

within Euroclear or Clearstream Luxembourg. Under this approach, participants may take on credit exposure to Euroclear or Clearstream

Luxembourg until the debt securities or contingent convertible securities, as applicable, are credited to their accounts one business day later.

 

As an alternative, if Euroclear or Clearstream Luxembourg has extended a line of credit to them, participants can choose not to pre-position

funds and will instead allow that credit line to be drawn upon to finance settlement. Under this procedure, Euroclear participants or Clearstream

Luxembourg participants purchasing debt securities or contingent convertible securities, as applicable, would incur overdraft charges for one

business day (assuming they cleared the overdraft as soon as the securities were credited to their accounts). However, any interest on the debt

securities or contingent convertible securities, as applicable, would accrue from the value date. Therefore, in many cases, the investment income on

debt securities or contingent convertible securities, as applicable, that is earned during that one-business day period may substantially reduce or

offset the amount of the overdraft charges. This result will, however, depend on each participant’s particular cost of funds.

 

Because the settlement will take place during New York business hours, DTC participants will use their usual procedures to deliver debt

securities or contingent convertible securities, as applicable, to the depositary on behalf of Euroclear participants or Clearstream Luxembourg

participants. The sale proceeds will be available to the DTC seller on the settlement date. For the DTC participants, then, a cross-market

transaction will settle no differently than a trade between two DTC participants.
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Special Timing Considerations

 

Investors should be aware that they will only be able to make and receive deliveries, payments and other communications involving the debt

securities or contingent convertible securities, as applicable, through Clearstream Luxembourg and Euroclear on days when those systems are open

for business. Those systems may not be open for business on days when banks, brokers and other institutions are open for business in the United

States.

 

In addition, because of time-zone differences, there may be problems with completing transactions involving Clearstream Luxembourg and

Euroclear on the same business day as in the United States. U.S. investors who wish to transfer their interests in the debt securities or contingent

convertible securities, as applicable, or to receive or make a payment or delivery of the debt securities or contingent convertible securities, as

applicable, on a particular day, may find that the transactions will not be performed until the next business day in Luxembourg or Brussels,

depending on whether Clearstream Luxembourg or Euroclear is used.
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Issuance of Definitive Securities

 

So long as the depositary holds the global securities of a particular series of debt securities or contingent convertible securities, as applicable,

such global securities will not be exchangeable for definitive securities of that series unless:

 

• the depositary notifies the trustee that it is unwilling or unable to continue to act as depositary for the debt securities or contingent

convertible securities, as applicable, or the depositary ceases to be a clearing agency registered under the Exchange Act;

 

• we are wound up and we fail to make a payment on the debt securities or contingent convertible securities, as applicable, when due; or

 

• at any time we determine at our option and in our sole discretion that the global securities of a particular series of debt securities or

contingent convertible securities should be exchanged for definitive debt securities or contingent convertible securities, as applicable, of

that series in registered form.

 

Each person having an ownership or other interest in a debt security or contingent convertible security, as applicable, 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 or contingent convertible securities, as applicable, 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 from the

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 relevant prospectus supplement, definitive debt securities and definitive contingent convertible 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 and definitive contingent convertible securities will be made to the person in whose

name such definitive securities are registered as it appears in the register for that series of debt securities or contingent convertible securities, as

applicable. Payments will be made in respect of the debt securities or contingent convertible securities, as applicable, by check drawn on a bank 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 or contingent convertible securities, as applicable, of a particular series in exchange for a particular global

security, the depositary, as holder of that global security, will surrender it against receipt of the definitive debt securities or contingent convertible

securities, as applicable, cancel the book-entry debt securities or contingent convertible securities, as applicable, of that series, and distribute the

definitive debt
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securities or contingent convertible securities, as applicable, 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 a securities 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.

 

DESCRIPTION OF ORDINARY SHARES

 

The following is a summary of the material terms of the RBSG ordinary shares of nominal value of £1 per share, as set forth in our articles of

association and the material provisions of U.K. law. This description is a summary and does not purport to be complete. You are encouraged to

read our articles of association, which are filed as an exhibit to the registration statement of which this document is a part.

 

Share Capital
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As at September 30, 2017, our allotted, called up and fully paid share capital was as follows.

 

Class of Share

number

(in thousands)

amount

(in £m)

Ordinary shares of £1 (1) 11,905,477 11,905

Non-cumulative preference shares of U.S.$0.01 26,459 —

Non-cumulative convertible preference shares of U.S.$0.01 65 —

Non-cumulative preference shares of €0.01 2,044 —

Non-cumulative convertible preference shares of £0.01 15 —

Non-cumulative preference shares of £1 54 —

Cumulative preference shares of £1 900 1

_________________

(1) There is no authorised share capital under RBSG’s constitution. The directors had authority granted at the 2017 Annual General Meeting to

issue up to £592 million nominal of ordinary shares other than by pre-emption to existing shareholders.

 

Voting Rights

 

Subject to any special rights or restrictions provided by the articles of association attaching to any shares or class of shares, on a show of hands

every member who is present in person or by proxy shall have one vote (except that a proxy who is appointed by more than one member has one

vote for and one vote against if the proxy has been instructed by one or more members to vote for the resolution and by one or more members to

vote against the resolution), and on a poll every member who is present in person or by proxy shall have one vote for each 25 pence in nominal

amount of shares held by him. Voting rights may not be exercised by a member who has been served with a restriction notice after failure to

provide us with information concerning interests in shares to be provided under U.K. law.

 

Holders of non-cumulative preference shares are not entitled to attend or vote at any general meeting unless the business of the meeting

includes the consideration of a resolution for the winding-up of RBSG or any resolution directly varying or abrogating the rights attached to any

such shares and then in such case only to speak to and vote upon any such resolution. However, holders have the right to vote in respect of any

matter when the dividend payable on their shares has not been declared in full for such number of dividend periods as the directors shall determine

prior to the allotment thereof. Whenever a holder is entitled to vote at a general meeting, on a show of
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hands every shareholder who is present in person has one vote and, on a poll, every such holder who is present in person or by proxy shall have

such number of votes as may be determined by the directors prior to allotment.

 

Shareholders’ Meetings

 

The Board must call an annual general meeting in each period of six months beginning with the day following our accounting reference date.

Other general meetings may be called by the directors whenever they think fit. The directors must also convene a meeting upon the request of

shareholders holding not less than 5% of our paid-up capital carrying voting rights at general meetings of shareholders. A request for a general

meeting of shareholders must state the general nature of the business to be dealt with at the meeting, and must be signed by the requesting

shareholders and deposited at our registered office or an address specified by us for the purpose. If our directors fail to give notice of such meeting

to shareholders within 21 days from receipt of notice (the meeting in question to be held on a date not more than 28 days after the date of the notice

convening the meeting), the shareholders that requested the general meeting, or any of them representing more than one-half of the total voting

rights of all shareholders that requested the meeting, may themselves convene a meeting, but any meeting so convened shall not be held after the

expiration of three months. Any such meeting must be convened in the same manner, as nearly as possible, as that in which meetings are to be

convened by our directors.

 

We must give at least 21 days’ notice of a general meeting but, in the case of any general meeting other than an annual general meeting, the

Companies Act 2006 (the “2006 Act”) allows us to use a shorter notice period of 14 days provided that certain conditions are met, including the

passing of an appropriate resolution at an annual general meeting. Notice shall be given to the auditors and to every member of RBSG, other than

those who are not entitled to receive such notice under the provisions of the articles of association.

 

We may not hold an annual or general meeting at short notice other than in relation to a general meeting that is adjourned.

 

The notice calling a general meeting must specify the place, day and time of the meeting.

 

Attendance at Shareholders’ Meetings; Proxies and Votes by Mail

 

In general, all shareholders (subject to restrictions for holders of non-cumulative preference shares as set out above) who have properly
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registered their shares may participate in general meetings. Shareholders may attend, speak and vote in person or by proxy.

 

In order to attend or vote at any general meeting, a person must be entered on the register of members by the time, being not more than 48

hours before the meeting, specified in the notice of the general meeting (as described below under “–Quorum”).

 

A shareholder may appoint a proxy in writing or by electronic communication. The appointment of a proxy must be delivered to or received

by us at the address specified for that purpose not later than 48 hours before the time appointed for the holding of the meeting. A proxy need not be

a member of RBSG.

 

Quorum

 

The articles of association state that no business other than the appointment of a chairman of the meeting shall be transacted at any general

meeting unless a quorum is present. A quorum for the purposes of a general meeting is five shareholders present in person and entitled to vote at

the meeting.

 

If a quorum is not present at a general meeting within 15 minutes of the time appointed for the meeting (or such longer time not exceeding one

hour as the chairman of the meeting may determine), the meeting shall be adjourned to either the day and time specified in the notice convening the

meeting for such purpose or (if not specified) such time as the chairman of the meeting may determine. In the event of the latter, not less than seven

days’ notice of the adjourned meeting (or such longer notice as may be required by statute) shall be given. If a quorum is not present at the

adjourned meeting within 15 minutes of the time appointed, the members present in person or by proxy and entitled to vote at the meeting shall

constitute a quorum.
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Votes Required for Shareholder Action

 

An ordinary resolution must receive more than 50% of the votes cast to be passed. A special resolution must receive at least 75% of the votes

cast in order to be passed.

 

Financial Statements and Other Communications with Shareholders

 

Not less than 21 days before the date of an annual general meeting, we must send a copy of every balance sheet and profit and loss account

which is to be laid before a general meeting, and a copy of the Director’s and Auditors’ reports, to every member of RBSG and every person who

is entitled to receive notice of the meeting. Alternatively, such persons can elect to receive only a copy of RBSG’s strategic report or can elect to

view the aforementioned documents on our website.

 

Dividends

 

Subject to the provisions of the 2006 Act and Clause 123 of the Articles, we may, by ordinary resolution, declare dividends on ordinary shares

save that no dividend shall be payable except out of profits available for distribution, or in excess of the amount recommended by the Board or in

contravention of the special rights attaching to any share. Any dividend which has remained unclaimed for 12 years from the date of declaration

shall be forfeited and shall revert to us.

 

We may cease sending dividend warrants and cheques by post or otherwise to a member if such instruments have been returned undelivered

to, or left uncashed by, that member on at least two consecutive occasions, or, following one such occasion, reasonable enquiries have failed to

establish any new address or account of the registered holder. We may resume sending warrants and cheques if the holder requests such

recommencement in writing.

 

Preference shares

 

Each cumulative preference share confers the right to a fixed cumulative preferential dividend payable half-yearly. Each non-cumulative

preference share confers the right to a preferential dividend (not exceeding a specified amount) payable in the currency of the relevant share. The

rate of such dividend and the date of payment thereof, together with the terms and conditions of the dividend, are as may be determined by the

directors prior to allotment. Cumulative preference share dividends are paid in priority to any dividend on any other class of share. The non-

cumulative preference shares rank for dividend after the cumulative preference shares but rank pari passu with each other and any shares expressed

to rank, in terms of participation in our profits, in some or all respects pari passu therewith and otherwise in priority to dividends payable on the

ordinary shares and any of our other share capital. The directors may resolve prior to the issue and allotment of any series of non-cumulative

preference shares that full dividends in respect of a particular dividend payment date will not be declared and paid if, (i) in their sole and absolute

discretion, the directors resolve prior to the relevant dividend payment date that such dividend (or part thereof) shall not be paid and/or (ii) in the

opinion of the directors, payment of a dividend would cause a breach of the UK Prudential Regulation Authority’s capital adequacy requirements
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applicable to us or our subsidiaries, or subject to the next following paragraph, insufficient distributable profits are available to cover the payment

in full of all dividends after having paid any dividends payable on any of the cumulative preference shares. If dividends will be paid but, in the

opinion of the directors, insufficient distributable profits are available to cover the payment in full of dividends after having paid any dividends

payable on any of the cumulative preference shares, dividends will be declared by the directors, pro rata on the non-cumulative preference shares to

the extent of the available distributable profits. The non-cumulative preference shares will carry no further rights to participate in our profits and if,

and to the extent, any dividend or part of any dividend is on any occasion not paid for any of the reasons described above, holders of non-

cumulative preference shares will have no claim in respect of such non-payment.

 

If any dividend is not payable for the reasons described in clause (ii) of the third paragraph of this subsection, the directors may pay a special

dividend not exceeding U.S.$0.01, £0.01 or €0.01 (depending on the currency of the relevant preference share) per share.

 

If the dividend payable on any series of non-cumulative preference shares on the most recent payment date is not paid in full, or if a sum is not

set aside to provide for such payment in full, in either case for the reasons set forth in clause (ii) of the third paragraph of this subsection, no

dividends may be declared on any of our other share capital and no sum may be set aside for the payment of a dividend on any of our other share

capital (in each case
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other than the cumulative preference shares), unless, on the date of declaration, an amount equal to the dividend payable in respect of the then

current dividend period for such series of non-cumulative preference shares is set aside for payment in full on the next dividend payment date.

 

If any dividend payable on the non-cumulative preference shares is not paid in full or if a sum is not set aside to provide for such payment in

full (in either case for the reasons set forth in clause (ii) of the third paragraph of this subsection), we may not redeem or purchase or otherwise

acquire any of our other share capital and may not set aside any sum nor establish any sinking fund for its redemption, purchase or other such

acquisition, until such time as dividends have been declared and paid in full in respect of successive dividend periods together aggregating not less

than 12 months.

 

The non-payment of any dividend (in full or in part) by reason of the exercise of the directors’ discretion referred to in clause (i) of the third

paragraph of this subsection, shall not prevent or restrict (a) the declaration and payment of dividends on any other series of non-cumulative

preference shares or on any non-cumulative preference shares expressed to rank pari passu with the non-cumulative preference shares, (b) the

setting aside of sums for the payment of such dividends, (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 dividends are not declared and paid in full on any series of non-cumulative preference shares as a result of the directors’ discretion referred

to in clause (i) of the third paragraph of this subsection, then we may not redeem, purchase or otherwise acquire for any consideration any of our

share capital ranking after such preference shares, and may not set aside any sum nor establish any sinking fund for the redemption, purchase or

other acquisition thereof, until such time we have declared and paid in full dividends on such series of non-cumulative preference shares in respect

of successive dividend periods 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 preference shares until the dividend in respect of a particular dividend payment date payable on the preference shares to

which the directors’ discretion in clause (i) of the third paragraph of this subsection applies has been declared and paid in full.

 

Subject to existing class rights of shareholders, new preference shares can be issued with such rights and restrictions as the directors may

determine.

 

Changes in Share Capital and Variation of Share Rights

 

Subject to the provisions of the 2006 Act and without prejudice to any rights attached to any existing shares or class of shares, any share may

be issued with such rights or restrictions as we may by ordinary resolution determine or, subject to and in default of such determination, as the

Board shall determine. Subject to the provisions of the 2006 Act, we may issue shares which are, or at our option or the holder are liable, to be

redeemed. Subject to the provisions of the 2006 Act and the Articles, unissued shares are at the disposal of the Board.

 

We may by ordinary resolution: increase our share capital; consolidate and divide all or any of our share capital into shares of larger amount

than our existing shares; subject to the provisions of the 2006 Act, subdivide our shares, or any of them, into shares of smaller amount than is fixed

by the Memorandum; or cancel any shares which have not been taken or agreed to be taken by any person and diminish the amount of our share

capital by the amount of the shares so cancelled.

 

Subject to the provisions of the 2006 Act, if at any time our capital is divided into different classes of shares, the rights attached to any class of

shares may (unless further conditions are provided by the terms of issue of the shares of that class) be varied or abrogated, whether or not we are

being wound up, either with the consent in writing of the holders of three-quarters in-nominal value of the issued shares of the class or with the
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sanction of a special resolution passed at a separate general meeting of holders of the shares of the class (but not otherwise). To any such separate

general meeting the provision of the Articles relating to general meetings will apply, save that:

 

(i) if at any adjourned meeting of such holders a quorum as defined above is not present, two people who hold shares of the class, or their

proxies, are a quorum; and

 

(ii) any such holder present in person or by proxy may demand a poll. The rights attaching to any class of shares having preferential rights are

not, unless otherwise expressly provided by the terms of issue thereof, deemed to be

 

38 

varied by the creation or issue of further shares ranking, as regards participation in our profits or assets, pari passu therewith, but in no respect in

priority thereto.

 

Pre-emption Rights

 

Under U.K. law, if we issue specific kinds of additional securities, current shareholders will have pre-emption rights to those securities on a

pro rata basis.

 

The shareholders may, by way of a special resolution, grant authority to the directors to allot shares as if the pre-emption rights did not apply.

This authority may be either specific or general and may not exceed a period of five years. If the directors wish to seek authority to disapply the

pre-emption rights in relation to a specific allotment, the directors must produce a statement that is circulated to shareholders detailing their reasons

for seeking the disapplication of such pre-emption rights.

 

Form, Holding and Transfer of Shares

 

Shares may be held in either certificated or uncertificated form.

 

Certificated Shares

 

Shares held in certificated form are evidenced by a certificate and a register of shareholders is maintained by our registrar. Any member may

transfer all or any of his certificated shares by an instrument of transfer in any usual form or a form approved by the directors.

 

Title to certificated shares is evidenced by entry in the register of our members.

 

The directors may decline to register any transfer of a certificated share unless:

 

(i) the instrument of transfer is lodged at the specified place and accompanied by the certificate for the shares to which it relates;

 

(ii) the instrument of transfer is in respect of only one class of share; and

 

(iii) in the case of a transfer to joint holders, the number of joint holders to whom the share is to be transferred does not exceed four.

 

Uncertificated Shares

 

RBSG shares held in uncertificated form are held through CREST (computerised settlement system to facilitate the transfer of title to shares in

uncertificated form operated by Euroclear UK).

 

Subject to any applicable restrictions in the articles of association, any member may transfer all or any of his uncertificated shares by means of

a relevant system in the manner provided for in the Uncertificated Securities Regulations 2001 and the rules of the relevant system.

 

Title to uncertificated shares is evidenced by entry in the operator register maintained by Euroclear UK (which forms part of the register of our

members).

 

The directors may decline to register the transfer of an uncertificated share in accordance with the Uncertificated Securities Regulations 2001,

and, in the case of jointly held shares, where the share is to be transferred to more than four joint holders.

 

No fee is payable for the registration of transfers of either certificated of uncertificated shares, although there may be U.K. stamp duty and

SDRT consequences.
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Liquidation Rights

 

If RBSG is liquidated, the liquidator may, with the authority of a special resolution, divide among the members in specie or kind the whole or

any part of the assets of RBSG. The liquidator may determine how such division is to
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be carried out as between members or classes of members. No member shall be compelled to accept any assets on which there is a liability.

 

Cumulative preference shares

 

In the event of a return of capital on a winding-up or otherwise, the holders of cumulative preference shares are entitled to receive out of our

surplus assets available for distribution amongst the members (i) in priority to the holders of the non-cumulative preference shares and any other

shares ranking pari passu therewith, the arrears of any fixed dividends including the amount of any dividend due for a payment after the date of

commencement of any winding-up or liquidation but which is payable in respect of a half-year period ending on or before such date and (ii) pari

passu with the holders of the non-cumulative preference shares and any other shares ranking pari passu therewith, the amount paid up or credited

as paid up on such shares together with any premium.

 

Non-cumulative preference shares

 

Each non-cumulative preference share will confer on a winding up or liquidation (except (unless otherwise provided by the terms of issue) a

redemption or purchase by us of any shares in our capital), the right to receive out of our surplus assets available for distribution amongst the

members after payment of the arrears (if any) of the cumulative dividend on the cumulative preference shares and in priority to the holders of the

ordinary shares, repayment of the amount paid up or credited as paid up on the non-cumulative preference shares together with any premium paid

on issue pari passu with the holders of the cumulative preference shares and together with an amount equal to accrued and unpaid dividends.

 

Non-voting deferred shares

 

On a winding-up or other return of our capital, holders of non-voting deferred shares are entitled only to payment of the amounts paid up on

the non-voting deferred shares, after repayment to the holders of ordinary shares of the nominal amount paid up on the ordinary shares held by

them and payment of £100,000 on each ordinary share.

 

General

 

On our winding-up, the liquidator may, with the authority of any extraordinary resolution and any other sanction required by the Insolvency

Act 1986 and subject to the rights attaching to any class of shares after payment of all liabilities, including the payment to holders of preference

shares, divide amongst the members in specie or kind the whole or any part of our assets or vest the whole or any part of the assets in trustees upon

such trusts for the benefit of the members and may determine the scope and terms of those trusts. No member shall be compelled to accept any

assets on which there is a liability.

 

Disclosure of Holdings Exceeding Certain Percentages

 

The Disclosure and Transparency Rules require each shareholder to notify us if the voting rights held by him (including by way of certain

financial instrument) reaches, exceeds or falls below 3%, 4%, 5%, 6%, 7%, 8%, 9%, 10% and each 1% threshold thereafter up to 100%. Under the

Disclosure and Transparency Rules, certain voting rights in RBSG may be disregarded.

 

Pursuant to the 2006 Act, we may also send a notice to any person whom we know or believes to be interested in our shares requiring that

person to confirm whether he has such an interest and if so details of that interest.

 

Under the articles of association and U.K. law, if a person fails to comply with such a notice or provides information that is false in a material

particular in respect of any shares (the “default shares”), the Directors may serve a restriction notice on such person. Such a restriction notice will

state that the default shares and, if the Directors determine, any other shares held by that person, shall not confer any right to attend or vote at any

general meeting of RBSG.

 

In respect of a person with a 0.25% or more interest in our issued ordinary share capital, the Directors may direct in the restriction notice that,

subject to certain exceptions, no transfers of shares held by such person (in certificated or uncertificated form) shall be registered and that any

dividends or other payments on the shares shall be retained by us pending receipt by us of the information requested by the Directors.
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Purchase of Shares by RBSG

 

Subject to U.K. law (which includes a requirement to obtain shareholder authority), and to any rights conferred on the holders of any class of

shares and to any requirements imposed by the London Stock Exchange, we may purchase any of our own shares. The directors are not obliged to

select the shares to be purchased rateably or in any other particular manner as between the holders of shares of the same class or different classes.

 

Conversion

 

Convertible preference shares carry the right to convert into ordinary shares if they have not been the subject of a notice of redemption from

us, on or before a specified date determined by the Directors. The right to convert will be exercisable by service of a conversion notice on us within

a specified period. We will use reasonable endeavors to arrange the sale, on behalf of convertible preference shareholders who have submitted a

conversion notice, of the ordinary shares which result from such conversion and to pay to them the proceeds of such sale so that they receive net

proceeds equal to the nominal value of the convertible preference shares which were the subject of the conversion notice and any premium at which

such shares were issued, provided that ordinary shares will not be sold at below a benchmark price (as determined prior to the issue of the relevant

convertible preference shares by the Directors).

 

Lien and Forfeiture

 

We have a lien on every partly paid share for all amounts payable to us in respect of that share. The Directors may call any monies unpaid on

shares and may sell shares on which calls or amounts payable under the terms of issues are not duly paid.

 

Ownership of Shares by Non-U.S. Persons

 

There are no provisions in the articles of association that restrict non-resident or foreign shareholders from holding RBSG shares or from

exercising voting rights attaching to RBSG shares.

 

Untraceable Shareholders

 

We shall be entitled to sell, at the best price reasonably obtainable, the shares of a member or the shares to which a person is entitled by

transmission if:

 

(i) during a period of 12 years ending on date of advertising our intention to sell such shares at least three cash dividends in respect of such

shares have become payable but all dividends or other moneys payable remain unclaimed;

 

(ii) we have inserted advertisements in one daily newspaper with a national circulation in the United Kingdom, one Scottish daily newspaper

and one newspaper circulating in the area of the last known address of the member or other person giving notice of our intention to sell the shares;

 

(iii) during the period referred to in sub-paragraph (i) above and the period of three months following the publication of the advertisements

referred to in sub-paragraph (ii) above, we receive no indication of the whereabouts or existence of the member or other person; and

 

(iv) if the shares are listed on the London Stock Exchange, we give notice to the London Stock Exchange of its intention to sell the shares

prior to publication of the advertisements.

 

The net proceeds of such sale shall belong to us, which shall be obliged to account to the former member or other person previously entitled to

the shares for an amount equal to the proceeds as a creditor of RBSG.

 

DESCRIPTION OF ORDINARY SHARE AMERICAN DEPOSITARY SHARES

 

The Bank of New York Mellon, as the depositary, will register and deliver ordinary share ADSs, each representing two RBSG ordinary shares

(or a right to receive two RBSG ordinary shares) deposited with the London branch of The Bank of New York Mellon, as custodian. Each ordinary

share ADS will also represent any other securities, cash or other property which may be held by the depositary. The depositary’s corporate trust

office at
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which the register will be administered is located at 101 Barclay Street, New York, New York 10286. The Bank of New York’s principal executive

office is located at One Wall Street, New York, New York 10286.

 

You may hold ordinary share ADSs either (i) directly (a) by having an ordinary share ADR, which is a certificate evidencing a specific

number of ordinary share ADSs, registered in your name, or (b) by holding ordinary share ADSs in the Direct Registration System, or (ii)
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indirectly through your broker or other financial institution. If you hold ordinary share ADSs directly, you are an ordinary share ADS holder. This

description assumes you hold your ordinary share ADSs directly. If you hold the ordinary share ADSs indirectly, you must rely on the procedures

of your broker or other financial institution to assert the rights of ordinary share ADS holders described in this section. You should consult with

your broker or financial institution to find out what those procedures are.

 

The Direct Registration System, or DRS, is a system administered by DTC pursuant to which the depositary may register the ownership of

uncertificated ordinary share ADSs, which ownership shall be evidenced by periodic statements sent by the depositary to the ordinary share ADS

holders entitled thereto.

 

As an ordinary share ADS holder, we will not treat you as one of our shareholders and you will not have shareholder rights. United Kingdom

law governs shareholder rights. The depositary will be the holder of the shares underlying your ordinary share ADSs. As a holder of ordinary share

ADSs, you will have ordinary share ADS holder rights. The ordinary share ADS deposit agreement among RBSG, the depositary and you, as an

ordinary share ADS holder, and the beneficial owners of ordinary share ADSs sets out ordinary share ADS holder rights as well as the rights and

obligations of the depositary. New York law governs the ordinary share ADS deposit agreement and the ordinary share ADSs.

 

RBSG may from time to time request owners of ordinary share ADSs to provide information as to the capacity in which such owners own or

owned ordinary share ADSs and regarding the identity of any other persons then or previously having a beneficial interest in such ordinary share

ADSs and the nature of such interest and various other matters. Each owner of ordinary share ADSs agrees to provide any information requested

by RBSG or the depositary pursuant to the ordinary share ADS deposit agreement. The depositary agrees to comply with reasonable written

instructions received from time to time from RBSG requesting that the depositary forward any such requests to the owners of ordinary share ADSs

and to forward to RBSG any such requests received by the depositary.

 

The following is a summary of the material provisions of the ordinary share ADS deposit agreement. For more complete information, you

should read the entire ordinary share ADS deposit agreement and the form of American depositary receipt.

 

Dividends and Other Distributions

 

The depositary has agreed to pay to you the cash dividends or other distributions it or the custodian receives on ordinary shares or other

deposited securities, after deducting its fees and expenses. You will receive these distributions in proportion to the number of RBSG ordinary

shares your ordinary share ADSs represent.

 

• Cash. The depositary will convert any cash dividend or other cash distribution we pay on the RBSG ordinary shares into U.S. dollars, if it

can do so on a reasonable basis and can transfer the U.S. dollars to the United States. If that is not possible or if any government approval

is needed and cannot be obtained, the ordinary share ADS deposit agreement allows the depositary to distribute the foreign currency only

to those ordinary share ADS holders to whom it is possible to do so. It will hold the foreign currency it cannot convert for the account of

the ordinary share ADS holders who have not been paid. It will not invest the foreign currency and it will not be liable for any interest.

Before making a distribution, any withholding taxes, or other governmental charges that must be paid, will be deducted. The depositary

will distribute only whole U.S. dollars and cents and will round fractional cents to the nearest whole cent. If the exchange rates fluctuate

during a time when the depositary cannot convert the foreign currency, you may lose some or all of the value of the distribution.

 

• Shares. The depositary may distribute additional ordinary share ADSs representing any shares we distribute as a dividend or free

distribution. The depositary will only distribute whole ordinary share ADSs. It will sell shares which would require it to deliver a

fractional ordinary share ADS and distribute the net proceeds in the same way as it does with cash. If the depositary does not distribute

additional ordinary share ADSs,
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the outstanding ordinary share ADSs will also represent the new shares. The depositary may sell a portion of the distributed shares

sufficient to pay its fees and expenses in connection with that distribution.

 

• Rights to purchase additional shares. If we offer holders of our securities any rights to subscribe for additional shares or any other rights,

the depositary may, after consultation with RBSG, make these rights available to you. If the depositary decides it is not legal and practical

to make the rights available but that it is practical to sell the rights, the depositary will use reasonable efforts to sell the rights and

distribute the proceeds in the same way as it does with cash. The depositary will allow rights that are not distributed or sold to lapse. In

that case, you will receive no value for them.

 

If the depositary makes rights available to you, it will exercise the rights and purchase the shares on your behalf. The depositary will then

deposit the shares and deliver ordinary share ADSs to you. It will only exercise rights if you pay it the exercise price and any other charges the

rights require you to pay.
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U.S. securities laws may restrict transfers and cancellation of the ordinary share ADSs represented by shares purchased upon exercise of rights.

For example, you may not be able to trade these ordinary share ADSs freely in the United States. In this case, the depositary may deliver restricted

depositary shares that have the same terms as the ordinary share ADSs described in this section except for changes needed to put the necessary

restrictions in place.

 

• Other Distributions. After consultation with RBSG to the extent practicable, the depositary will send to you anything else RBSG

distributes on deposited securities by any means it thinks is legal, fair and practical. If it cannot make the distribution in that way, the

depositary has a choice. It may, after consultation with RBSG to the extent practicable, decide to sell what we distributed and distribute

the net proceeds, in the same way as it does with cash. Or, it may decide to hold what we distributed, in which case ordinary share ADSs

will also represent the newly distributed property. However, the depositary is not required to distribute any securities (other than ordinary

share ADSs) to you unless it receives reasonably satisfactory evidence from us that it is legal to make that distribution. The depositary

may sell a portion of the distributed securities or property sufficient to pay its fees and expenses in connection with that distribution.

 

The depositary is not responsible if it decides that it is unlawful or impractical to make a distribution available to any ordinary share ADS

holders. We have no obligation to register ordinary share ADSs, shares, rights or other securities under the Securities Act. We also have no

obligation to take any other action to permit the distribution of ordinary share ADSs, shares, rights or anything else to ordinary share ADS holders.

This means that you may not receive the distributions we make on our shares or any value for them if it is illegal or impractical for RBSG to make

them available to you.

 

Deposit, Withdrawal and Cancellation

 

The depositary will deliver ordinary share ADSs if you or your broker deposit shares or evidence of rights to receive shares with the

custodian. Upon payment of its fees and expenses and of any taxes or charges, such as stamp taxes or stock transfer taxes or fees and including a

U.K. SDRT charge on the value of the ordinary shares so deposited, the depositary will register the appropriate number of ordinary share ADSs in

the names you request and will deliver the ordinary share ADSs to or upon the order of the person or persons that made the deposit.

 

You may surrender your ordinary share ADSs at the depositary’s corporate trust office. Upon payment of its fees and expenses and of any

taxes or charges, such as stamp taxes or stock transfer taxes or fees, the depositary will deliver the shares and any other deposited securities

underlying the ordinary share ADSs to you or a person you designate at the office of the custodian. Or, at your request, risk and expense, the

depositary will deliver the deposited securities at its corporate trust office, if feasible.

 

You may surrender your ordinary share ADR to the depositary for the purpose of exchanging your ordinary share ADR for uncertificated

ordinary share ADSs. The depositary will cancel that ordinary share ADR and will send you a statement confirming that you are the owner of

uncertificated ordinary share ADSs. Alternatively, upon receipt by the depositary of a proper instruction from a holder of uncertificated ordinary

share ADSs requesting the exchange of uncertificated ordinary share ADSs for certificated ordinary share ADSs, the depositary will execute and

deliver to you an ordinary share ADR evidencing those ordinary share ADSs.

 

43 

Voting Rights

 

You may instruct the depositary to vote the number of deposited shares your ordinary share ADSs represent. The depositary will notify you of

shareholders’ meetings and arrange to deliver our voting materials to you if we ask it to. Those materials will describe the matters to be voted on

and explain how you may instruct the depositary how to vote. For instructions to be valid, they much reach the depositary by a date set by the

depositary.

 

Otherwise, you won’t be able to exercise your right to vote unless you withdraw the shares. However, you may not know about the meeting

enough in advance to withdraw the shares.

 

The depositary will try, as far as practical, subject to the laws of the United Kingdom and of our articles of association, to vote or to have its

agents vote the shares or other deposited securities as you instruct. The depositary will only vote or attempt to vote as you instruct. If no

instructions are received by the depositary from any owner with respect of any of the deposited securities represented by the ordinary share ADSs

on or before the date established by the depositary for such purpose, the depositary shall deem the owner to have instructed the depositary to give a

discretionary proxy to a person designated by RBSG with respect to such deposited securities, and the depositary shall give a discretionary proxy to

a person designated by us to vote such deposited securities. No such instruction shall be deemed given and no such discretionary proxy shall be

given with respect to any matter as to which we inform the depositary (i) we do not wish such proxy given, (ii) substantial opposition exists or (iii)

the matter would materially and adversely affects the rights of holders of the shares.

 

We cannot assure you that you will receive the voting materials in time to ensure that you can instruct the depositary to vote your shares. In

addition, the depositary and its agents are not responsible if they fail to carry out voting instructions or for the manner of carrying out voting
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instructions. This means that you may not be able to exercise your right to vote and there may be nothing you can do if your shares are not voted as

you requested.

 

In order to give you a reasonable opportunity to instruct the depositary as to the exercise of voting rights relating to Deposited Securities (as

defined in the ordinary share ADS deposit agreement), if we request the depositary to act, we will try to give the depositary notice of any such

meeting and details concerning the matters to be voted upon not less than 30 days in advance of the meeting date.

 

Fees and Expenses

 

For:  Persons depositing or withdrawing shares must pay:

•      Issuance of ordinary share ADSs, including issuances resulting

from a distribution of shares or rights or other property

 •      $5.00 (or less) per 100 ordinary share ADSs (or portion of 100

ordinary share ADSs)

•      Cancellation of ordinary share ADSs for the purpose of

withdrawal, including if the ordinary share ADS deposit agreement

terminates

 •      $5.00 (or less) per 100 ordinary share ADSs (or portion of 100

ordinary share ADSs)

•      Any cash distribution to you  •      $0.02 (or less) per ordinary share ADS

•      Distribution of securities distributed to holders of deposited

securities which are distributed by the depositary to holders

 •      A fee equivalent to the fee that would be payable if securities

distributed to you had been shares and the shares had been

deposited for issuance of ordinary share ADSs

•      Depositary services  •     $0.02 (or less) per ordinary share ADSs per annum

•      Transfer and registration of shares on our share register to or from

the name of the depositary or its agent when you deposit or

withdraw shares

 •      Registration or transfer fees

•      Cable, telex and facsimile transmissions (when expressly provided

in the ordinary share ADS deposit agreement)

 •      Expenses of the depositary

•      Converting foreign currency to U.S. dollars  •      Expenses of the depositary

•      As necessary  •      Taxes and other governmental charges the depositary or the

custodian have to pay on any ordinary share ADS or share

underlying an ordinary share ADS, for example, stock transfer

taxes, stamp duty or withholding taxes
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•      As necessary  •     Any charges incurred by the depositary or its agents for servicing

the deposited securities

 

Payment of Taxes

 

You will be responsible for any taxes or other governmental charges payable on your ordinary share ADSs or on the deposited securities

represented by any of your ordinary share ADSs. The depositary may refuse to register any transfer of your ordinary share ADSs or allow you to

withdraw the deposited securities represented by your ordinary share ADSs until such taxes or other charges are paid. It may apply payments owed

to you or sell deposited securities represented by your ordinary share ADSs to pay any taxes owed and you will remain liable for any deficiency. If

the depositary sells deposited securities, it will, if appropriate, reduce the number of ordinary share ADSs to reflect the sale and pay to you any

proceeds, or send to you any property, remaining after it has paid the taxes.

 

Reclassifications, Recapitalizations and Mergers

 

If we:

 

• change the nominal or par value of our shares

 

• reclassify, split up or consolidate any of the deposited securities

 

• distribute securities on the shares that are not distributed to you
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• recapitalize, reorganize, merge, liquidate, sell all or substantially all of our assets, or take any similar action

 

then the cash, shares or other securities received by the depositary will become deposited securities. Each ordinary share ADS will automatically

represent its equal share of the new deposited securities. The depositary may, and will if we ask it to, distribute some or all of the cash, shares or

other securities it received. It may also deliver new ordinary share ADRs or ask you to surrender your outstanding ordinary share ADRs in

exchange for new ordinary share ADRs identifying the new deposited securities.

 

Amendment and Termination

 

We may agree with the depositary to amend the ordinary share ADS deposit agreement and the ordinary share ADRs without your consent for

any reason. If an amendment adds or increases fees or charges, except for taxes and other governmental charges or expenses of the depositary for

registration fees, facsimile costs, delivery charges or similar items, or prejudices a substantial right of ordinary share ADS holders, it will not

become effective for outstanding ordinary share ADSs until 30 days after the depositary notifies ordinary share ADS holders of the amendment. At

the time an amendment becomes effective, you are considered, by continuing to hold your ordinary share ADSs, to agree to the amendment and to

be bound by the ordinary share ADRs and the ordinary share ADS deposit agreement as amended.

 

The depositary will terminate the ordinary share ADS deposit agreement at our direction by mailing notice of termination to the ordinary

share ADS holders then outstanding at least 30 days prior to the date fixed in such notice for such termination. The depositary may also terminate

the ordinary share ADS deposit agreement by mailing notice of termination to us and the ordinary share ADS holders then outstanding if 60 days

have passed since the depositary told us it wants to resign but a successor depositary has not been appointed and accepted its appointment.

 

After termination, the depositary and its agents will do the following under the ordinary share ADS deposit agreement but nothing else: collect

distributions on the deposited securities, sell rights and other property, and deliver shares and other deposited securities upon cancellation of

ordinary share ADSs. Four months after termination, the depositary may sell any remaining deposited securities by public or private sale. After

that, the depositary will hold the money it received on the sale, as well as any other cash it is holding under the ordinary share ADS deposit

agreement for the pro rata benefit of the ordinary share ADS holders that have not surrendered their ordinary share ADSs. It will not invest the

money and has no liability for interest. The depositary’s only obligations will be to account for the money and other cash. After termination our

only obligations will be to indemnify the depositary and to pay fees and expenses of the depositary that we agreed to pay.
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Limitations on Obligations and Liability

 

The ordinary share ADS deposit agreement expressly limits our obligations and the obligations of the depositary. It also limits our liability and

the liability of the depositary. We and the depositary:

 

• are only obligated to take the actions specifically set forth in the ordinary share ADS deposit agreement without negligence or bad faith;

 

• are not liable if we are or it is prevented or delayed by law or circumstances beyond our control from performing our or its obligations

under the ordinary share ADS deposit agreement;

 

• are not liable if we or it exercises discretion permitted under the ordinary share ADS deposit agreement;

 

• have no obligation to become involved in a lawsuit or other proceeding related to the ordinary share ADSs or the ordinary share ADS

deposit agreement on your behalf or on behalf of any other person; and

 

• may rely upon any documents we believe or it believes in good faith to be genuine and to have been signed or presented by the proper

person.

 

In the ordinary share ADS deposit agreement, we and the depositary agree to indemnify each other under certain circumstances.

 

Requirements for Depositary Actions

 

Before the depositary will deliver or register a transfer of an ordinary share ADS, make a distribution on an ordinary share ADS, or permit

withdrawal of shares, the depositary may require:

 

• payment of stock transfer or other taxes or other governmental charges and transfer or registration fees charged by third parties for the

transfer of any shares or other deposited securities;

 

• satisfactory proof of the identity and genuineness of any signature or other information it deems necessary; and
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• compliance with regulations it may establish, from time to time, consistent with the ordinary share ADS deposit agreement, including

presentation of transfer documents.

 

The depositary may refuse to deliver ordinary share ADSs or register transfers of ordinary share ADSs generally when the transfer books of

the depositary or our transfer books are closed or at any time if the depositary or we think it advisable to do so.

 

Your Right to Receive the Shares Underlying your Ordinary Share ADRs

 

You have the right to cancel your ordinary share ADSs and withdraw the underlying shares at any time except:

 

• When temporary delays arise because: (i) the depositary has closed its transfer books or we have closed our transfer books; (ii) the

transfer of shares is blocked to permit voting at a shareholders’ meeting; or (iii) we are paying a dividend on our shares.

 

• When you owe money to pay fees, taxes and similar charges.

 

• When it is necessary to prohibit withdrawals in order to comply with any laws or governmental regulations that apply to ordinary share

ADSs or to the withdrawal of shares or other deposited securities.

 

This right of withdrawal may not be limited by any other provision of the ordinary share ADS deposit agreement.
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Pre-release of ordinary share ADSs

 

The ordinary share ADS deposit agreement permits the depositary to deliver ordinary share ADSs before deposit of the underlying shares.

This is called a pre-release of the ordinary share ADSs. The depositary may also deliver shares upon cancellation of pre-released ordinary share

ADSs (even if the ordinary share ADSs are cancelled before the pre-release transaction has been closed out). A pre-release is closed out as soon as

the underlying shares are delivered to the depositary. The depositary may receive ordinary share ADSs instead of shares to close out a pre-release.

The depositary may pre-release ordinary share ADSs only under the following conditions: (i) before or at the time of the pre-release, the person to

whom the pre-release is being made represents and agrees to the depositary in writing that it or its customer (a) owns the shares or ordinary share

ADSs to be deposited, (b) assigns all beneficial rights, title and interest in the shares or ordinary share ADSs, as the case may be, to the depositary

in its capacity as such and for the benefit of the owners, and (c) will not take any action with respect to such shares or ordinary share ADSs, as the

case may be, that is inconsistent with the transfer of beneficial ownership, other than in satisfaction of such pre-release; (ii) the pre-release is fully

collateralized with cash, U.S. government securities or such other collateral that the depositary determines in good faith will provide substantially

similar liquidity and security; (iii) the depositary must be able to close out the pre-release on not more than five business days’ notice; and (iv) the

pre-release will be subject to further indemnities and credit regulations as the depositary deems appropriate. In addition, the depositary will limit

the number of ordinary share ADSs that may be outstanding at any time as a result of pre-release, but the depositary may, with the prior written

consent of RBSG, change such limit for purposes of general application. The depositary will also set dollar limits with respect to pre-release

transactions on a case-by-case basis as the depositary sees appropriate.

 

Direct Registration System

 

In the ordinary share ADS deposit agreement, all parties to the ordinary share ADS deposit agreement acknowledge that the DRS and Profile

Modification System, or Profile, will apply to uncertificated ordinary share ADSs upon acceptance thereof to DRS by the DTC. DRS is the system

administered by DTC pursuant to which the depositary may register the ownership of uncertificated ordinary share ADSs, which ownership shall

be confirmed by periodic statements sent by the depositary to the ordinary share ADS holders entitled thereto. Profile is a required feature of DRS

which allows a DTC participant, claiming to act on behalf of an ordinary share ADS holder, to direct the depositary to register a transfer of those

ordinary share ADSs to DTC or its nominee and to deliver those ordinary share ADSs to the DTC account of that DTC participant without receipt

by the depositary of prior authorization from the ordinary share ADS holder to register such transfer.

 

In connection with and in accordance with the arrangements and procedures relating to DRS/Profile, the parties to the ordinary share ADS

deposit agreement understand that the depositary will not verify, determine or otherwise ascertain that the DTC participant which is claiming to be

acting on behalf of an ordinary share ADS holder in requesting registration of transfer and delivery described in the paragraph above has the actual

authority to act on behalf of the ordinary share ADS holder (notwithstanding any requirements under the Uniform Commercial Code). In the

ordinary share ADS deposit agreement, the parties agree that the depositary’s reliance on and compliance with instructions received by the

depositary through the DRS/Profile System and in accordance with the ordinary share ADS deposit agreement, shall not constitute negligence or

bad faith on the part of the depositary.

 

DESCRIPTION OF RIGHTS TO SUBSCRIBE FOR ORDINARY SHARES
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We may issue rights to subscribe for our ordinary shares (including in the form of ADSs). The applicable prospectus supplement will describe

the specific terms relating to such subscription rights and the terms of the offering, including, where applicable, some or all of the following:

 

• the title of the subscription rights;

 

• the exercise price for the subscription rights;

 

• the aggregate number of subscription rights issued;

 

• a discussion of the material U.S. federal, U.K. or other income tax considerations, as well as considerations under the U.S. Employee

Retirement Income Security Act of 1974, as amended (“ERISA”), applicable to
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the issuance of ordinary shares together with statutory subscription rights or the exercise of the subscription rights;

 

• any other terms of the subscription rights, including terms, procedures and limitations relating to the exercise of the subscription rights;

 

• the terms of the ordinary shares corresponding to the subscription rights;

 

• information regarding the trading of subscription rights, including the stock exchanges, if any, on which the subscription rights will be

listed;

 

• the record date, if any, to determine who is entitled to the subscription rights and the ex-rights date;

 

• the period during which the subscription rights may be exercised;

 

• the extent to which the offering includes a contractual over-subscription privilege with respect to unsubscribed securities; and

 

• the material terms of any standby underwriting arrangement we enter into in connection with the offering.

 

PLAN OF DISTRIBUTION (CONFLICTS OF INTEREST)

 

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

or through agents.

 

The distribution of the securities may be effected from time 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 form of discounts, concessions or commissions from the underwriters and/or commissions from the purchasers for whom they

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 them and 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, dollar preference shares and contingent convertible securities 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.

 

Conflicts of Interest

 

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
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compliance with the requirements of FINRA Rule 5121 of the Financial Industry Regulatory Authority, Inc. (“FINRA”) regarding a FINRA

member firm’s distribution of securities of an affiliate and related conflicts of interest. No underwriter, selling agent or dealer utilized in the initial

offering of securities who is an affiliate of ours will confirm sales to accounts over which it exercises discretionary authority without the prior

specific written approval of its customer.
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Following the initial 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 confirm sales 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 their agents to solicit offers by certain

institutions to purchase dollar preference shares, debt securities or contingent convertible securities from them pursuant to contracts providing for

payment and delivery on a future 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

Kingdom will pass upon certain legal matters relating to the securities. Our Scottish solicitors, CMS Cameron McKenna Nabarro Olswang 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 of RBSG as at 31 December 2016 and for the year then ended appearing in RBSG’s 2016 Annual

Report filed with the SEC on Form 20-F (the “2016 20-F”), and the effectiveness of RBSG’s internal control over financial reporting as of

December 31, 2016 have been audited by Ernst & Young LLP, an independent registered public accounting firm, as set forth in their reports

thereon, incorporated by reference therein, and incorporated herein by reference. Such consolidated financial statements and RBSG management's

assessment of the effectiveness of internal control over financial reporting as of December 31, 2016 are incorporated herein by reference in reliance

upon such reports given on the authority of such firm as experts in accounting and auditing.

 

Our consolidated financial statements as at December 31, 2015 and for the years ended December 31, 2015 and 2014, incorporated in this

prospectus by reference from RBSG’s 2016 20-F, have been audited by Deloitte LLP, an independent registered public accounting firm, as stated

in their report (which report expresses an unqualified opinion on RBSG’s consolidated financial statements and includes an explanatory paragraph

stating that Note 42 to the consolidated financial statements was added for the inclusion of consolidating financial information in respect of The

Royal Bank of Scotland plc in accordance with Regulation S-X Rule 3-10), which is incorporated herein by reference.

 

Such consolidated financial statements have been so incorporated in reliance upon the report of such firms given upon their authority as experts

in accounting and auditing.

 

49 

ENFORCEMENT OF CIVIL LIABILITIES

 

We are a public 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 of the United States. All or a substantial portion of our assets and the assets of those non-

resident persons are located outside of the United States. As a result, 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 them judgments obtained in U.S. courts predicated upon civil liability provisions of the
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federal securities laws of the United States. We have been advised by our Scottish solicitors, CMS Cameron McKenna Nabarro Olswang LLP (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

 

We file 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 form that 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 contingent convertible securities and the ADR depositary for any rights to subscribe for

ordinary shares, ordinary shares and 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 interim reports that will include unaudited

interim summary consolidated financial information. We will be deemed to have delivered such reports to the trustee or ADR depositary if we

have filed such reports with the SEC via the EDGAR filing system (or any successor thereto) and such reports are publicly available.

 

In addition, we will provide the trustee or the ADR depositary with all notices of meetings at which holders of debt securities, contingent

convertible securities, rights to subscribe for ordinary shares, ordinary shares or dollar preference shares are entitled to vote, and all other reports

and communications that are made generally available to holders of debt securities, contingent convertible securities, rights to subscribe for

ordinary shares, ordinary shares or dollar preference shares.

 

Registration Statement

 

This prospectus is part of a registration statement that we filed with the SEC. As exhibits to the registration statement, we have also filed or

incorporated by reference the indentures, the underwriting agreements, the ADR 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 from the SEC or from us.

 

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 the following reports, except for any information contained on websites linked in such reports:
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• our Annual Report on Form 20-F for the year ended December 31, 2016, filed with the SEC on March 27, 2017 (File No. 001-

10306);

 

• our interim report on Form 6-K containing our unaudited condensed consolidated financial statements for the half year ended and as

at June 30, 2017, filed with the SEC on August 10, 2017 (File No. 001-10306);

 

• our interim report on Form 6-K containing our unaudited condensed consolidated financial statements for the nine-months ended and

as at September 30, 2017, filed with the SEC on November 1, 2017 (File No. 001-10306);

 

• our interim report on Form 6-K containing an announcement relating to our ring-fencing plans, filed with the SEC on November 22,

2017 (File No. 001-10306); and

 

• our interim report on Form 6-K containing an announcement relating to the 2017 Bank of England stress test results, filed with the

SEC on November 28, 2017 (File No. 001-10306).

 

We also incorporate by reference all subsequent annual reports of RBSG filed on Form 20-F and any future filings made with the SEC under
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Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act and certain reports on Form 6-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

Debt Investor Relations, The Royal Bank of Scotland Group plc, 250 Bishopsgate, London EC2M 4AA, United Kingdom (telephone: +44 (0)20

7678 5313).

 

CAUTIONARY STATEMENT ON FORWARD-LOOKING STATEMENTS

 

Certain sections in this prospectus contain ‘forward-looking statements’ as that term is defined in the United States Private Securities

Litigation Reform Act of 1995. 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’, ‘commit’, ‘believe’, ‘should’, ‘intend’, ‘plan’, ‘could’, ‘probability’, ‘risk’, ‘Value-at-Risk (VaR)’, ‘target’,

‘goal’, ‘objective’, ‘may’, ‘endeavor’, ‘outlook’, ‘optimistic’, ‘prospects’ and similar expressions or variations on these expressions.

 

In particular, this prospectus and certain documents incorporated by reference into this prospectus include forward-looking statements relating,

but not limited, to: future profitability and performance, including financial performance targets such as return on tangible equity; cost savings and

targets, including cost:income ratios; litigation and government and regulatory investigations, including the timing and financial and other impacts

thereof; structural reform and the implementation of the UK ring-fencing regime; the implementation of our transformation programme, including

the further restructuring of the NatWest Markets business; the satisfaction of our residual EU State Aid obligations; the continuation of our balance

sheet reduction programme, including the reduction of risk-weighted assets (RWAs) and the timing thereof; capital and strategic plans and targets;

capital, liquidity and leverage ratios and requirements, including CET1 Ratio, RWA equivalents (RWAe), Pillar 2 and other regulatory buffer

requirements, minimum requirement for own funds and eligible liabilities, and other funding plans; funding and credit risk profile; capitalization;

portfolios; net interest margin; customer loan and income growth; the level and extent of future impairments and write-downs, including with

respect to goodwill; restructuring and remediation costs and charges; future pension contributions; our exposure to political risks, operational risk,

conduct risk, cyber and IT risk and credit rating risk and to various types of market risks, including as interest rate risk, foreign exchange rate risk

and commodity and equity price risk; customer experience including our Net Promotor Score (NPS); employee engagement and gender balance in

leadership positions.

 

These statements are based on current plans, estimates, targets and projections, and are subject to significant inherent risks, uncertainties and

other factors, both external and relating to our strategy or operations, which may result in RBSG being unable to achieve the current targets,

predictions, expectations and other anticipated outcomes expressed or implied by such forward-looking statements. In addition certain of these

disclosures are dependent on
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choices relying on key model characteristics and assumptions and are subject to various limitations, including assumptions and estimates made by

management. By their nature, certain of these disclosures are only estimates and, as a result, actual future gains and losses could differ materially

from those that have been estimated. Accordingly, undue reliance should not be placed on these statements. Forward-looking statements speak

only as of the date we make them and we expressly disclaim any obligation or undertaking to release publicly any updates or revisions to any

forward-looking statements contained herein to reflect any change in our expectations with regard thereto or any change in events, conditions or

circumstances on which any such statement is based.

 

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 our Annual Report on Form 20-F for the year ended December 31, 2016 or any of its interim reports filed

on Form 6-K 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 a forward-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.

 

We caution you that a large number of important factors could adversely affect our results or our ability to implement our strategy, cause us to

fail to meet our targets, predictions, expectations and other anticipated outcomes or affect the accuracy of forward-looking statements we describe

in this prospectus, including in the risk factors and other uncertainties set out in RBSG’s Annual Report on Form 20-F for the year ended

December 31, 2016 or any of our interim reports filed on Form 6-K incorporated by reference herein, and other materials filed with, or furnished



https://www.sec.gov/Archives/edgar/data/844150/000095010319014586/dp114902_424b5.htm[10/31/2019 9:45:53 AM]

to, the US Securities and Exchange Commission, and other risk factors and uncertainties discussed in this prospectus. These include the significant

risks for RBSG presented by the outcomes of the legal, regulatory and governmental actions and investigations that RBSG is or may be subject to

(including active civil and criminal investigations) and any resulting material adverse effect on RBSG of unfavorable outcomes and the timing

thereof (including where resolved by settlement); economic, regulatory and political risks, including as may result from the uncertainty arising

from the vote to leave in the EU Referendum and from the outcome of general elections in the UK and changes in government policies; RBSG’s

ability to satisfy its residual EU State Aid obligations and the timing thereof; RBSG’s ability to successfully implement the significant and complex

restructuring required to be undertaken in order to implement the UK ring-fencing regime and related costs; RBSG’s ability to successfully

implement the various initiatives that are comprised in its transformation programme, particularly the proposed further restructuring of the NatWest

Markets business, the balance sheet reduction programme and its significant cost-saving initiatives and whether RBSG will be a viable,

competitive, customer focused and profitable bank especially after its restructuring and the implementation of the UK ring-fencing regime; the

exposure of RBSG to cyber-attacks and its ability to defend against such attacks; RBSG’s ability to achieve its capital and leverage requirements

or targets which will depend in part on RBSG’s success in reducing the size of its business and future profitability as well as developments which

may impact its CET1 capital including additional litigation or conduct costs, additional pension contributions, further impairments or accounting

changes; ineffective management of capital or changes to regulatory requirements relating to capital adequacy and liquidity or failure to pass

mandatory stress tests; RBSG’s ability to access sufficient sources of capital, liquidity and funding when required; changes in the credit ratings of

RBSG, RBSG entities or the UK government; declining revenues resulting from lower customer retention and revenue generation in light of

RBSG’s strategic refocus on the UK; as well as increasing competition from new incumbents and disruptive technologies.
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