Edgar Filing: ROYAL BANK OF SCOTLAND PLC - Form 424B2

ROYAL BANK OF SCOTLAND PLC
Form 424B2
March 09, 2010

Filed pursuant to Rule 424(b)(2)
Registration No. 333-162219-01

The information in this preliminary prospectus supplement is not complete and may be changed. This preliminary
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$

% Senior Notes due

From and including the date of issuance, interest will accrue on the Senior Notes at a rate of % per year. Interest
will accrue from March ~ , 2010. Interest will be payable semi-annually in arrears on and of each year,
commencing on , 2010.

The Senior Notes will constitute our direct, unconditional, unsecured and unsubordinated obligations ranking pari
passu without any preference among themselves, with all our other outstanding unsecured and unsubordinated
obligations, present and future, except such obligations as are preferred by operation of law. The Senior Notes are
fully and unconditionally guaranteed by The Royal Bank of Scotland Group plc.

We may redeem the Senior Notes, in whole but not in part, at any time at 100% of their principal amount plus accrued
interest upon the occurrence of certain tax events described in this prospectus supplement and accompanying
prospectus.

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

Investing in the Senior Notes involves risks. See “Risk Factors” beginning on page S-3.

Neither the Securities and Exchange Commission 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 Senior
Note Total
Price to the public % $
Underwriting discounts % $
Proceeds to us % $
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The initial public offering price set forth above does not include accrued interest, if any. Interest on the Senior Notes
will accrue from March ~ , 2010 and must be paid by the purchaser if the Senior Notes are delivered thereafter.

We expect that the Senior Notes will be ready for delivery through the book-entry facilities of The Depository Trust
Company and its participants on or about March ,2010.

Sole Bookrunner and Lead Manager
RBS

Prospectus Supplement dated March , 2010
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You should rely only on the information contained or incorporated by reference in this prospectus supplement and the
accompanying prospectus (including any free writing prospectus issued or authorized by us). We have not authorized

anyone to provide you with different information. We are not making an offer of these securities in any state or
jurisdiction where the offer is not permitted. You should assume that the information contained in this prospectus

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

respective dates.

ABOUT THIS PROSPECTUS SUPPLEMENT

In this prospectus supplement, we use the following terms:
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® “we,” “us,” “our” and “RBS” mean The Royal Bank of Scotland plc;
e “RBSG” means The Royal Bank of Scotland Group plc;
e “Group” means The Royal Bank of Scotland Group plc together with its subsidiaries;

e “Issuer Group” means The Royal Bank of Scotland plc together with its subsidiaries;
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e “SEC” refers to the Securities and Exchange Commission;

LR INT3 9 ¢ €699

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

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

e “euro” and “€” refer to the currency of the member states of the European Union (“EU”) that have adopted the single
currency in accordance with the treaty establishing the European Community, as amended.

INCORPORATION OF INFORMATION BY REFERENCE

The Group files annual, semiannual and special reports and other information with the Securities and Exchange
Commission. You may read and copy any document that the Group files with the SEC at the SEC’s Public Reference
Room, 450 Fifth Street, N.W., Washington, D.C. 20549. You can call the SEC on 1-800-SEC-0330 for further
information on 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. You may also request a copy of any filings referred to below
(excluding exhibits) at no cost, by contacting us at 42 St Andrew Square, Edinburgh EH2 2YE, Scotland, telephone
+44-131-556-8555.

The SEC allows us and the Group to incorporate by reference much of the information the Group files with
them. This means:

¢ incorporated documents are considered part of this prospectus supplement;
¢ we and the Group can disclose important information to you by referring you to these documents; and

¢ information that we and the Group file with the SEC will automatically update and supersede this prospectus
supplement.

In addition to the documents listed in the accompanying prospectus, we incorporate by reference:

e Exhibit No. 2 to RBSG’s Report on Form 6-K furnished with the SEC on January 29, 2010 announcing the lapse of
the Share Purchase Agreement signed in August 2009 between RBSG and MCB Bank Limited;

e Exhibit No. 5 to RBSG’s Report on Form 6-K furnished with the SEC on January 29, 2010 announcing the sale
of RBS Asset Management fund management assets;

e RBSG’s Report on Form 6-K furnished to the SEC on February 16, 2010 announcing the sale of RBS Sempra
Commodities to J.P. Morgan;

e Exhibit No. 1 to RBSG’s Report on Form 6-K furnished with the SEC on February 26, 2010, announcing the
completion of the legal demerger of ABN AMRO on February 6, 2010;

e Exhibit No. 8 to RBSG’s Report on Form 6-K furnished with the SEC on February 26, 2010, announcing the
changes to the Group Board and Group Secretary; and

e RBSG’s 2009 Annual Results filed on Form 6-K with the SEC on March 5, 2010.
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We also incorporate by reference in this prospectus and accompanying prospectus any future documents the Group
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 the
Group may furnish to the SEC after the date of this prospectus supplement (or portions thereof) are incorporated by
reference in this prospectus supplement

S-iii
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only to the extent that the report expressly states that it (or such portions) is incorporated by reference in this
prospectus supplement.

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 “Presentation of information—Forward-Looking statements” and
“Forward-Looking Statements” in our Annual Report on Form 20-F for the year ended December 31, 2008 and in our
2009 Annual Results on Form 6-K for the year ended December 31, 2009, respectively, which reports are incorporated
by reference.

We and the Group undertake no obligation to publicly update or revise any forward-looking statements, whether as a
result of new information, future events or otherwise. In light of these risks, uncertainties and assumptions,
forward-looking events discussed in this prospectus supplement or any information incorporated by reference, might
not occur.

S-iv
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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 therein. You should base your investment decision on a consideration of this prospectus
supplement, the accompanying prospectus and any documents incorporated by reference therein, as a whole. Words
and expressions defined in “Description of the Senior Notes” below shall have the same meanings in this summary.

General
Issuer The Royal Bank of Scotland plc
Guarantor The Royal Bank of Scotland Group plc
Securities We are offering $§  aggregate principal amount of % Senior
Notes due
Issue Date March , 2010
Maturity We will pay the Senior Notes at 100% of their principal

amount plus accrued interest on

Interest Rate The Senior Notes will bear interest at a rate of % per annum.
Interest Payment Dates Every and , commencing on , 2010.
Regular Record Dates The and of each year immediately preceding
the Interest Payment Dates on and , respectively.
Ranking The Senior Notes will constitute our direct, unconditional,

unsecured and unsubordinated obligations ranking pari passu,
without any preference among themselves, with all our other
outstanding unsecured and unsubordinated obligations, present
and future, except such obligations as are preferred by
operation of law.

Guarantee The Senior Notes are fully and unconditionally guaranteed by
RBSG. The guarantee will constitute RBSG’s direct,
unconditional, unsecured and unsubordinated obligation
ranking pari passu with all RBSG’s other outstanding unsecured
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Tax Redemption

Book-Entry Issuance,
Settlement and Clearance

S-1

and unsubordinated obligations, present and future, except such
obligations as are preferred by operation of law.

In the event of various tax law changes that require us to pay
additional amounts and other limited circumstances as

described under “Description of the Senior Notes—Tax
Redemption” and “Description of Debt Securities—Redemption” in
the accompanying prospectus we may redeem all, but not less

than all, of the Senior Notes prior to maturity.

We will issue the Senior Notes in fully registered form in
denominations of $1,000 and integral multiples of $1,000 in
excess thereof. The Senior Notes will be represented by one or
more




Conflicts of Interest

CUSIP

ISIN

Common Code

Listing and Trading

Trustee and Principal
Paying Agent

Timing and Delivery

Use of Proceeds

Governing Law
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global securities registered in the name of a nominee of DTC. You will hold beneficial
interests in the Senior 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 in the accompanying prospectus. Settlement of the Senior Notes will
occur through DTC in same day funds. For information on DTC’s book-entry system,

see “Description of Debt Securities—Form of Debt Securities; Book-Entry System” in the
accompanying prospectus.

RBS Securities Inc., an affiliate of RBSG, is a Financial Industry Regulatory Authority
(“FINRA”) member and an Underwriter in this offering, has a “conflict of interest” within
the meaning of NASD Rule 2720, as administered by FINRA. Accordingly, this
offering will be made in compliance with the applicable provisions of NASD Rule
2720. Pursuant to that rule, the appointment of a qualified independent underwriter is
not necessary in connection with this offering, as the offering is of a class of securities
rated Baa or better by Moody’s rating service or Bbb or better by Standard & Poor’s
rating service or rated in a comparable category by another rating service acceptable to
FINRA. RBS Securities Inc. is not permitted to sell Senior Notes in this offering to an
account over which it exercises discretionary authority without the prior specific
written approval of the account holder.

78010X ACS

US78010XAC56

We intend to apply to list the Senior Notes on the New York Stock Exchange.

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 Senior Notes.

We currently expect delivery of the Senior Notes to occur on March , 2010.

We intend to use the net proceeds of the offering for general corporate purposes.

The senior debt securities indenture, the Senior Notes and the guarantee are governed
by, and construed in accordance with, the laws of the State of New York.

10
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RISK FACTORS

Prospective investors should consider carefully the risks set forth below and the other information set out elsewhere in
this Prospectus Supplement (including any documents incorporated by reference herein) and reach their own views
prior to making any investment decision with respect to the Senior Notes.

Set out below are certain risk factors which could have a material adverse effect on the business, operations, financial
condition or prospects of RBS and RBSG and cause RBS’s and RBSG’s future results to be materially different from
expected results. RBS’s and RBSG’s results could also be affected by competition and other factors. The factors
discussed below should not be regarded as a complete and comprehensive statement of all potential risks and
uncertainties RBS and RBSG face. RBS and RBSG have described only those risks relating to their operations that
they consider to be material. There may be additional risks that RBS and RBSG currently consider not to be material
or of which they are 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 RBS and RBSG are not in a position to express a view on
the likelihood of any such contingency occurring. Investors should note that they bear RBS’s and RBSG’s solvency
risk. Each of the risks highlighted below could have a material adverse effect on the amount of principal and interest
which investors will receive in respect of the Senior Notes. In addition, each of the risks highlighted below could
adversely affect the trading price of the Senior Notes or the rights of investors under the Senior Notes and, as a result,
investors could lose some or all of their investment.

RBS is a principal operating subsidiary of RBSG and accounts for a substantial proportion of the consolidated assets,
liabilities and operating profits of RBSG. Accordingly, risk factors below which relate to RBSG and the Group will
also be of relevance to RBS.

Risks relating to the Group

RBSG and its United Kingdom bank subsidiaries may face the risk of full nationalization or other resolution
procedures under the Banking Act 2009.

Under the provisions of the Banking Act 2009 (the “Banking Act”), substantial powers have been granted to the
Commissioners of Her Majesty’s Treasury (“HM Treasury”) and the Bank of England as part of the special resolution
regime to stabilize banks that are in financial difficulties (the “SRR”), which includes certain consultation and consents
rights granted to the Financial Services Authority (the “FSA”) (the FSA, together with HM Treasury and the Bank of
England, the “Authorities”). The SRR confers powers on the Bank of England: (i) to transfer to the private sector all or
part of the business of a United Kingdom incorporated institution with permission to accept deposits pursuant to Part
IV of the Financial Services and Markets Act 2000 (the “FSMA”) (a “relevant entity”’) or the securities of such relevant
entity; and (ii) to transfer all or part of the business of the relevant entity to a “bridge bank” established by the Bank of
England and also confers a power on HM Treasury to transfer into temporary public ownership (nationalization) the
relevant entity or its United Kingdom incorporated holding company. The Banking Act also provides for two new
insolvency and administration procedures for relevant entities.

The purpose of the stabilization options is to address the situation where all or part of the business of a relevant entity
has encountered, or is likely to encounter, financial difficulties. Accordingly, the stabilization options may only be
exercised if the FSA is satisfied that (i) a relevant entity such as RBSG’s United Kingdom banking subsidiaries,
including RBS and National Westminster Bank Plc (“NatWest”), is failing, or is likely to fail, to satisfy the threshold
conditions set out in Schedule 6 to the FSMA; and (ii) having regard to timing and other relevant circumstances, it is
not reasonably likely that (ignoring the stabilization options) action will be taken that will enable the relevant entity to
satisfy those threshold conditions. The threshold conditions are conditions which an FSA-authorized institution must
satisfy in order to retain its FSA authorization. They are relatively wide-ranging and deal with most aspects of a

12
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relevant entity’s business, including, but not limited to, minimum capital resource
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requirements. It is therefore possible that the FSA may trigger one of the stabilization options before an application for
an insolvency or administration order could be made.

The stabilization options may be exercised by means of powers to transfer property, rights or liabilities of a relevant
entity and shares and other securities issued by a relevant entity. HM Treasury may also take the parent company of a
relevant entity (such as RBSG) into temporary public ownership provided that certain conditions set out in Section 82
of the Banking Act are met. Temporary public ownership is effected by way of a share transfer order and can be
actioned irrespective of the financial condition of the parent company.

If HM Treasury makes the decision to take RBSG into temporary public ownership, it may take various actions in
relation to any securities issued by RBS or RBSG (the “Securities’) without the consent of holders of the Securities,
including (among other things):

(i) transferring the Securities free from any contractual or legislative restrictions on transfer;

(i) transferring the Securities free from any trust, liability or encumbrance;

(iii) extinguishing any rights to acquire Securities;

(iv) delisting the Securities;

(v) converting the Securities into another form or class (including for example, into equity securities); or

(vi) disapplying any termination or acceleration rights or events of default under the terms of the Securities which
would be triggered by the transfer.

Where HM Treasury has made a share transfer order in respect of securities issued by the holding company of a
relevant entity, HM Treasury may make an order providing for the property, rights or liabilities of the holding
company or of any relevant entity in the holding company group to be transferred and where such property is held on
trust, removing or altering the terms of such trust.

Accordingly, there can be no assurance that the taking of any such actions would not adversely affect the rights of
holders of the Securities and/or adversely affect the price or value of their investment or that the ability of RBS or
RBSG to satisfy their obligations under contracts related to the Securities (including the Senior Notes and the
guarantee) would be unaffected. In such circumstances, such holders may have a claim for compensation under one of
the compensation schemes currently existing under, or contemplated by, the Banking Act if any action is taken in
respect of the Securities (for the purposes of determining an amount of compensation, an independent valuer must
disregard actual or potential financial assistance provided by the Bank of England or HM Treasury). There can be no
assurance that holders of the Securities would thereby recover compensation promptly and/or equal to any loss
actually incurred.

If RBSG was taken into temporary public ownership and a partial transfer of its or any relevant entity’s (including
RBS’s) business was effected, or if a relevant entity were made subject to the SRR and a partial transfer of its business
to another entity was effected, the transfer may directly affect RBSG and/or its Group companies by creating,
modifying or cancelling their contractual arrangements with a view to ensuring the provision of such services and
facilities as are required to enable the bridge bank or private sector purchaser to operate the transferred business (or
any part of it) effectively. For example, the transfer may (among other things) (i) require RBSG or Group companies
to support and co operate with the bridge bank or private sector purchaser; (ii) cancel or modify contracts or
arrangements between RBSG or the transferred business and a Group company; or (iii) impose additional obligations

14
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on RBSG under new or existing contracts. There can be no assurance that the taking of any such actions would not
adversely affect the ability of RBSG and RBS to satisfy their obligations under the Senior Notes and the guarantee.
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If RBSG was taken into temporary public ownership and a partial transfer of its or any relevant entity’s business was
effected, or if a relevant entity were made subject to the SRR and a partial transfer of its business to another entity was
effected, the nature and mix of the assets and liabilities not transferred may adversely affect RBS’s and RBSG’s
financial condition and increase the risk that RBS and RBSG may eventually become subject to administration or
insolvency proceedings pursuant to the Banking Act.

While the main provisions of the Banking (Special Provisions) Act 2008 were in force, which conferred certain
transfer powers on HM Treasury, the United Kingdom Government took action under that Act in respect of a number
of United Kingdom financial institutions, including, in extreme circumstances, full and part nationalization. There
have been concerns in the market in the past year regarding the risks of such nationalization in relation to the Group
and other United Kingdom banks. If economic conditions in the United Kingdom or globally were to deteriorate, or
the events described in the following risk factors occur to such an extent that they have a materially adverse impact on
the financial condition, perceived or actual credit quality, results of operations or business of any of the relevant
entities in the Group, the United Kingdom Government may decide to take similar action in relation to RBS or RBSG
under the Banking Act. Given the extent of the Authorities’ powers under the Banking Act, it is difficult to predict
what effect such actions might have on the Group and any securities issued by Group companies. However, potential
impacts may include full nationalization of RBSG, the total loss of value in Securities issued by RBS and RBSG and
the inability of RBS and RBSG to perform their respective obligations under the Senior Notes and the guarantee.

If the stabilization options were effected in respect of RBSG (or RBSG’s business or the business of one of the relevant
entities in the Group), HM Treasury would be required to make certain compensation orders, which will depend on

the stabilization power adopted. For example, in the event that the Bank of England were to transfer some of the
business of a relevant entity to a bridge bank, HM Treasury would have to make a resolution fund order including a
third-party compensation order pursuant to the Banking Act (Third-Party Compensation Arrangements for Partial
Property Transfers) Regulations 2009. However, there can be no assurance that compensation would be assessed to be
payable or that holders of the Senior Notes and the guarantee would recover any compensation promptly and/or equal
to any loss actually incurred.

The Group’s businesses, earnings and financial condition have been and will continue to be affected by the global
economy and instability in the global financial markets

The performance of the Group has been and will continue to be influenced by the economic conditions of the
countries in which it operates, particularly the United Kingdom, the United States and other countries throughout
Europe, the Middle East and Asia. The outlook for the global economy over the near to medium term remains
challenging, particularly in the United Kingdom, the United States and other European economies. In addition, the
global financial system has yet to fully overcome the difficulties which first manifested themselves in August 2007
and financial markets conditions have not yet fully normalized. These conditions led to severe dislocation of financial
markets around the world and unprecedented levels of illiquidity in 2008 and 2009, resulting in the development of
significant problems at a number of the world’s largest corporate institutions operating across a wide range of industry
sectors, many of whom are the Group’s customers and counterparties in the ordinary course of its business. In response
to this economic instability and illiquidity in the market, a number of governments, including the United Kingdom
Government, the governments of the other EU member states and the United States Government, have intervened in
order to inject liquidity and capital into the financial system, and, in some cases, to prevent the failure of these
institutions.

Despite such measures, the volatility and disruption of the capital and credit markets have continued, with many
forecasts predicting only modest levels of GDP growth over the course of 2010. Similar conditions are likely to exist
in a number of the Group’s key markets, including those in the United States and Europe, particularly Ireland. These
conditions have exerted, and may continue to exert, downward pressure on asset prices and on availability and cost of
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credit for financial institutions, including RBSG and RBS, and will continue to impact the credit quality of the Group’s
customers and
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counterparties. Such conditions, alone or in combination with regulatory changes or actions of other market
participants, may cause the Group to incur losses or to experience further reductions in business activity, increased
funding costs and funding pressures, lower share prices, decreased asset values, additional write-downs and
impairment charges and lower profitability.

In addition, the Group will continue to be exposed to the risk of loss if major corporate borrowers or counterparty
financial institutions fail or are otherwise unable to meet their obligations. The Group currently experiences certain
business sector and country concentration risk, primarily focused in the United States, the United Kingdom and the
rest of Europe and relating to personal and banking and financial institution exposures. The Group’s performance may
also be affected by future recovery rates on assets and the historical assumptions underlying asset recovery rates,
which (as has already occurred in certain instances) may no longer be accurate given the unprecedented market
disruption and general economic instability. The precise nature of all the risks and uncertainties the Group faces as a
result of current economic conditions cannot be predicted and many of these risks are outside the control of the Group.

The Group was required to obtain State aid approval, for the aid given to the Group by HM Treasury and for the
Group’s State aid restructuring plan, from the European Commission. The Group is subject to a variety of risks as a
result of implementing the State aid restructuring plan. The State aid restructuring plan includes a prohibition on the
making of discretionary dividend or coupon payments on existing hybrid capital instruments (including preference
shares and B Shares) for a two-year period commencing no later than April 30, 2010, which may impair the Group’s
ability to raise new Tier 1 capital through the issuance of ordinary shares and other Securities

The Group was required to obtain State aid approval for the aid given to the Group by HM Treasury as part of the
placing and open offer undertaken by RBSG in December 2008 (the “First Placing and Open Offer”), the issuance of
£25.5 billion of B shares in the capital of RBSG which are, subject to certain terms and conditions, convertible into
ordinary shares in the share capital of RBSG (the “B Shares”) to HM Treasury, a contingent commitment by HM
Treasury to subscribe for up to an additional £8 billion of B Shares if certain conditions are met and the Group’s
participation in the Asset Protection Scheme (the “APS”) (the “State aid”).

As a result of the First Placing and Open Offer (approved as part of the European Commission’s approval of a package
of measures to the banking industry in the United Kingdom in October 2008), the Group was required to cooperate
with HM Treasury to submit a forward plan to the European Commission. This plan was submitted and detailed
discussions took place between HM Treasury, the Group and the European Commission. The plan submitted not only
had regard to the First Placing and Open Offer, but also the issuance of B Shares to HM Treasury, the commitment by
HM Treasury to subscribe for additional B Shares if certain conditions were met and the Group’s participation in the
APS. As part of its review, the European Commission was required to assess the State aid and to consider whether the
Group’s long-term viability would be assured, that the Group makes a sufficient contribution to the costs of its
restructuring and that measures are taken to limit any distortions of competition arising from the State aid provided to
the Group by the United Kingdom Government. The Group, together with HM Treasury, agreed in principle with the
European Competition Commissioner the terms of the State aid and the terms of a restructuring plan (the “State aid
restructuring plan”). On December 14, 2009, the European Commission formally approved the Group’s participation in
the APS, the issuance of £25.5 billion of B Shares to HM Treasury, a contingent commitment by HM Treasury to
subscribe for up to an additional £8 billion of B Shares and the State aid restructuring plan.

The State aid restructuring plan consists of the principal elements set out in “Recent Developments — State Aid
Restructuring Plan”. The prohibition on the making of discretionary dividend (including preference shares and B
Shares) or coupon payments on existing hybrid capital instruments for a two-year period commencing no later than
April 30, 2010 will prevent RBSG, RBS and other Group companies from paying dividends on their ordinary and
preference shares and coupons on other Tier 1 securities for the same duration, and it may impair the Group’s ability to
raise new Tier 1 capital
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through the issuance of ordinary shares in the share capital of RBSG (“Ordinary Shares”) and other Securities.

It is possible a third party could challenge the approval decision in the European Courts (within specified time limits).
The Group does not believe that any such challenge would be likely to succeed but, if it were to succeed the European
Commission would need to reconsider its decision, which might result in an adverse outcome for the Group, including
a prohibition or amendment to some or all of the terms of the State aid. The European Commission could also impose
conditions that are more disadvantageous, potentially materially so, to the Group than those in the State aid
restructuring plan.

The Group is subject to a variety of risks as a result of implementing the State aid restructuring plan. There is no
assurance that the price that the Group receives for any assets sold pursuant to the State aid restructuring plan will be
at a level the Group considers adequate or which it could obtain in circumstances in which the Group was not required
to sell such assets in order to implement the State aid restructuring plan or if such sale were not subject to the
restrictions (including in relation to potential purchasers of the United Kingdom branch divestment) contained in the
terms thereof. Further, should the Group fail to complete any of the required disposals within the agreed time frames
for such disposals, under the terms of the State aid clearance, a divestiture trustee can be empowered to conduct the
disposals, with the mandate to complete the disposal at no minimum price. Furthermore, if the Group is unable to
comply with the terms of the State aid approval it could constitute a misuse of aid. In circumstances where the
European Commission doubts that the Group is complying with the terms of the State aid approval, it may open a
formal investigation. At the conclusion of this investigation, if the European Commission decides that there has
been misuse of aid, it can issue a decision requiring HM Treasury to recover the misused aid which could have a
material adverse impact on the Group. In implementing the State aid restructuring plan, the Group will lose existing
customers, deposits and other assets (both directly through the sale and potentially through the impact on the rest of
the Group’s business arising from implementing the State aid restructuring plan) and the potential for realizing
additional associated revenues and margins that it otherwise might have achieved in the absence of such disposals.
Further, the loss of such revenues and related income may extend the time period over which the Group may pay any
amounts owed to HM Treasury under the APS or otherwise. The implementation of the State aid restructuring plan
may also result in disruption to the retained business and give rise to significant strain on management, employee,
operational and financial resources, impacting customers and giving rise to separation costs which could be
substantial.

The implementation of the State aid restructuring plan may result in the emergence of one or more new viable
competitors or a material strengthening of one or more of the Group’s competitors in the Group’s markets. The effect of
this on the Group’s future competitive position, revenues and margins is uncertain and there could be an adverse effect
on the Group’s operations and financial condition and its business generally. If any or all of the risks described above,
or any other currently unforeseen risks, materialize, there could be a materially negative impact on the Group’s
business, operations, financial condition, capital position and competitive position.

For further details on the State aid restructuring plan, including a description of the Group’s undertakings and the
restrictions imposed, see “Recent Developments — State Aid Restructuring Plan”.

The Group’s ability to implement its strategic plan depends on the success of the Group’s refocus on its core strengths
and the balance sheet reduction program arising out of its previously announced non-core restructuring plan and the
State aid restructuring plan

In light of the changed global economic outlook, the Group has embarked on a financial and core business
restructuring which is focused on achieving appropriate risk-adjusted returns under these changed circumstances,
reducing reliance on wholesale funding and lowering exposure to capital intensive businesses. A key part of this
restructuring is the program announced in February 2009 to run-down and sell the Group’s non-core assets and the
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continued review of the Group’s portfolio to identify further disposals of certain non-core assets. Assets identified for
this purpose and allocated to the Group’s Non-Core division totaled £252 billion, excluding derivatives, as at
December 31, 2008. At

S-7
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December 31, 2009, this total had reduced to £187 billion, excluding the Group’s interest in RBS Sempra Commodities
LLP (“RBS Sempra Commodities”), which was transferred to the Non-Core division during 2009. This balance sheet
reduction program will continue alongside the disposals under the State aid restructuring plan approved by the
European Commission.

Because the ability to dispose of assets and the price achieved for such disposals will be dependent on prevailing
economic and market conditions, which may remain challenging, there is no assurance that the Group will be able to
sell or rundown (as applicable) those businesses it is seeking to exit either on favorable economic terms to the Group
or at all. Furthermore, where transactions are entered into for the purpose of selling non-core assets and businesses,
they may be subject to conditions precedent, including government and regulatory approvals and completion
mechanics that in certain cases may entail consent from customers. There is no assurance that such conditions
precedent will be satisfied, or consents and approvals obtained, in a timely manner or at all. There is consequently a
risk that the Group may fail to complete such disposals by any agreed longstop date. Furthermore, in the context of
implementing the State aid restructuring plan, the Group is subject to certain timing and other restrictions which may
result in the sale of assets at prices below those which the Group would have otherwise agreed had the Group not been
required to sell such assets as part of the State aid restructuring plan or if such sale were not subject to the restrictions
contained in the terms of the State aid conditions. For further details of the State aid restrictions and conditions, see
“Recent Developments ~ State Aid Restructuring Plan.”

In addition, the Group may be liable for any deterioration in businesses being sold between the announcement of the
disposal and its completion. In certain cases, the period between the announcement of a transaction and its completion
may be lengthy and may span many months. Other risks that may arise out of the disposal of the Group’s assets include
ongoing liabilities up to completion of the relevant transaction in respect of the assets and businesses disposed of,
commercial and other risks associated with meeting covenants to the buyer during the period up to completion, the
risk of employee and customer attrition in the period up to completion, substantive indemnity obligations in favor of
the buyer, the risk of liability for breach of warranty, the need to continue to provide transitional service arrangements
for potentially lengthy periods following completion of the relevant transaction to the businesses being transferred and
redundancy and other transaction costs. Further, the Group may be required to enter into covenants agreeing not to
compete in certain markets for specific periods of time. In addition, as a result of the disposals, the Group will lose
existing customers, deposits and other assets (both directly through the sale and potentially through the impact on the
rest of the Group’s business arising from implementing the restructuring plans) and the potential for realizing
additional associated revenues and margins that it otherwise might have achieved in the absence of such disposals.

Any of the above factors, either in the context of State aid-related or non-core or other asset disposals, could affect the
Group’s ability to implement its strategic plan and have a material adverse effect on the Group’s business, results of
operations, financial condition, capital ratios and liquidity and could result in a loss of value in the Senior Notes and
the guarantee.

The extensive organizational restructuring may adversely affect the Group’s business, results of operations and
financial condition

As part of its refocus on core strengths and its disposal program, the Group has undertaken and continues to undertake
extensive organizational restructuring involving the allocation of assets identified as non-core assets to a separate
Non-Core Division, and the run-down and sale of those assets over a period of time. In addition, to comply with State
aid clearance, the Group agreed to undertake a series of measures to be implemented over a four-year period from
December 2009, which include disposing of RBS Insurance, the Group’s insurance division (subject to potentially
maintaining a minority interest until the end of 2014). RBSG will also divest its global card payment services business
(“Global Merchant Services”) by the end of 2013, subject