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Under the €7 billion covered bond programme described in this Prospectus (the "Programme"), Clydesdale Bank PLC (the "Issuer"), subject
to compliance with all relevant laws, regulations and directives, may from time to time issue bonds (the "Covered Bonds") denominated in
any currency agreed between the Issuer and the relevant Dealer(s) (as defined below). The price and amount of the Covered Bonds to be issued
under the Programme will be determined by the Issuer and the relevant Dealers at the time of issue in accordance with prevailing market
conditions.

Eagle Place Covered Bonds LLP (the "LLP") has guaranteed payments of interest and principal under the Covered Bonds pursuant to a
guarantee which is secured over the Mortgage Portfolio (as defined below) and its other assets. Recourse against the LLP under its guarantee
is limited to the Mortgage Portfolio and such assets.

Covered Bonds may be issued in bearer or registered form. The aggregate nominal amount of Covered Bonds outstanding under the
Programme will not at any time exceed €7 billion (or the equivalent in other currencies), subject to any increase as provided herein.

The Covered Bonds may be issued on a continuing basis to one or more of the Dealers specified under "Overview of the Programme" and any
additional Dealer(s) appointed under the Programme from time to time by the Issuer (each, a "Dealer" and together, the "Dealers"), which
appointment may be to a specific issue or on an ongoing basis. References in this Prospectus to the "relevant Dealers" shall, in the case of an
issue of Covered Bonds being (or intended to be) subscribed for by more than one Dealer, be to all Dealers agreeing to subscribe for such
Covered Bonds.

This Prospectus has been approved as a base prospectus by the Financial Conduct Authority (the "FCA"), as competent authority under
Regulation (EU) 2017/1129 (the "Prospectus Regulation"). The FCA only approves this Prospectus as meeting the standards of
completeness, comprehensibility and consistency imposed by the Prospectus Regulation. Such approval by the FCA should not be considered
as an endorsement of the Issuer or the quality of the Covered Bonds that are the subject of this Prospectus. Investors should make their own
assessment as to the suitability of investing in the Covered Bonds.

Application has been made to the FCA for Covered Bonds issued under the Programme during the period of twelve months after the date of
this Prospectus to be admitted to the Official List of the FCA (the "Official List") and to the London Stock Exchange plc (the "London Stock
Exchange") for such Covered Bonds to be admitted to trading on the regulated market of the London Stock Exchange which is a regulated
market for the purposes of Directive 2014/65/EU (the "regulated market of the London Stock Exchange"). References in this Prospectus
to Covered Bonds being "listed" (and all related references) shall mean that such Covered Bonds have been admitted to trading on the regulated
market of the London Stock Exchange and have been admitted to the Official List. Notice of the aggregate nominal amount of Covered Bonds,
interest (if any) payable in respect of Covered Bonds, the issue price of Covered Bonds and any other terms and conditions not contained
herein which are applicable to each Tranche (as defined under "Terms and Conditions of the Covered Bonds") of Covered Bonds will be set
out in a separate document containing the Final Terms for that Tranche which, with respect to Covered Bonds to be admitted to the Official
List and admitted to trading by the London Stock Exchange, will be delivered to the FCA and the London Stock Exchange on or before the
date of issue of such Tranche of Covered Bonds.

This Prospectus is valid for 12 months from its date in relation to Covered Bonds which are to be admitted to trading on a regulated market in
the European Economic Area (the "EEA") and/or offered to the public in the EEA other than in circumstances where an exemption is available
under Article 1(4) and/or 3(2) of the Prospectus Regulation. For these purposes, references(s) to the EEA include(s) the United Kingdom. The
obligation to supplement this Prospectus in the event of a significant new factor, material mistake or material inaccuracy does not apply when
this Prospectus is no longer valid.

Clydesdale Bank PLC has been admitted to the register of issuers and the Programme has been admitted to the register of regulated covered
bonds, under the Regulated Covered Bonds Regulations 2008 (SI 2008/346) as amended by the Regulated Covered Bonds (Amendment)
Regulations 2008 (SI2008/1714), the Regulated Covered Bonds (Amendment) Regulations 2011 (SI 2011/2859) and the Regulated Covered
Bonds (Amendment) Regulations 2012 (SI 2012/2977) and as amended further from time to time (the "RCB Regulations").

Investing in Covered Bonds issued under the Programme involves certain risks. The principal risk factors that may affect the ability of the
Issuer to fulfil its obligations under the Covered Bonds are discussed under "Risk Factors" below.

The Covered Bonds and the Covered Bond Guarantee (as defined below) have not been and will not be registered under the United States
Securities Act of 1933, as amended (the "Securities Act") or with any securities regulatory authority of any state or other jurisdiction of the
United States and the Covered Bonds in bearer form are subject to U.S. tax law requirements. See "Form of the Covered Bonds" for a
description of the manner in which Covered Bonds will be issued. Registered Covered Bonds are subject to certain restrictions on transfer,



see "Subscription and Sale and Transfer and Selling Restrictions" The Covered Bonds may not be offered, sold or (in the case of Covered
Bonds in bearer form) delivered within the United States or to, or for the account or benefit of, U.S. persons (as defined in Regulation S under
the Securities Act ("Regulation S")) except in certain transactions exempt from the registration requirements of the Securities Act and
applicable United States state securities laws. The Covered Bonds may be offered and sold (a) in bearer form or registered form outside the
United States to persons that are not U.S. persons in reliance of Regulation S and (b) in registered form within the United States to "qualified
institutional buyers" (as defined in Rule 144A under the Securities Act ("Rule 144A")) (each a "QIB") in reliance on Rule 144A, or another
exemption from, or in a transaction not subject to, the registration requirements of the Securities Act. Prospective purchasers who are QIBs
are hereby notified that sellers of the Covered Bonds may be relying on the exemption from the provisions of Section 5 of the Securities Act
provided by Rule 144A. See "Subscription and Sale and Transfer and Selling Restrictions".

The Issuer and the LLP may agree with any Dealer and the Bond Trustee that Covered Bonds may be issued in a form not contemplated by
the Conditions of the Covered Bonds herein, in which event (in the case of Covered Bonds admitted to the Official List only) a supplementary
prospectus, if appropriate, will be made available which will describe the effect of the agreement reached in relation to such Covered Bonds.

Each Series of Covered Bonds issued under the Programme will have the rating set out in the applicable Final Terms. A credit rating is not a
recommendation to buy, sell or hold securities and may be subject to revision, suspension or withdrawal at any time by the assigning rating
organisation.

The rating of certain Series of Covered Bonds to be issued under the Programme will be specified in the applicable Final Terms. The credit
ratings included and referred to in this Prospectus have been issued by Fitch Ratings Limited ("Fitch") and/or Moody's Investor Service Ltd
("Moody's ") each of which is a credit rating agency established in the European Union or the United Kingdom and registered under Regulation
(EC) No 1060/2009 (as amended) (the "CRA Regulation"). In general, European regulated investors are restricted from using a rating for
regulatory purposes if such rating is not issued by a credit rating agency established in the European Union and registered under the CRA
Regulation unless the rating is provided by a credit rating agency operating in the European Union before 7 June 2010 which has submitted
an application for registration in accordance with the CRA Regulation and such registration is not refused.

Amounts payable on Floating Rate Covered Bonds may be calculated by reference to one of LIBOR, EURIBOR or SONIA as specified in the
relevant Final Terms. As at the date of this Prospectus, the administrators of LIBOR (ICE Benchmark Administration Limited) and EURIBOR
(European Money Markets Institute) are included in the register of administrators and benchmarks established and maintained by European
Money Markets Institute ("ESMA") under Article 36 of the Regulation (EU) No. 2016/1011 (the "Benchmarks Regulation") and the
administrator of SONIA is not included. As far as the Issuer is aware, the transitional provisions in Article 2 of the Benchmarks Regulation
apply, such that the Bank of England as the administrator of SONIA is not currently required to obtain authorisation/registration (or, if located
outside the European Union and the United Kingdom, recognition, endorsement or equivalence).

NEITHER THE PROGRAMME NOR THE COVERED BONDS HAVE BEEN APPROVED OR DISAPPROVED BY THE U.S.
SECURITIES AND EXCHANGE COMMISSION (THE "SEC"), ANY STATE SECURITIES COMMISSION IN THE UNITED
STATES OR ANY OTHER U.S. REGULATORY AUTHORITY, NOR HAS ANY OF THE FOREGOING AUTHORITIES PASSED
UPON OR ENDORSED THE MERITS OF ANY OFFERING OF COVERED BONDS OR THE ACCURACY OR ADEQUACY OF
THIS PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENCE IN THE UNITED STATES.

AN INVESTMENT IN THE COVERED BONDS IS NOT SUBJECT TO RESTRICTION UNDER THE U.S. VOLCKER RULE AS
AN INVESTMENT IN AN OWNERSHIP INTEREST IN A COVERED FUND.

Arrangers for the Programme
BNP PARIBAS HSBC
Dealers

BNP PARIBAS HSBC

19 March 2020
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IMPORTANT NOTICES

Responsibility for this Prospectus

The Issuer and the LLP accept responsibility for the information contained in this Prospectus and any Final Terms
(as defined below) and each declares that to the best of the knowledge of each of the Issuer and the LLP the
information contained in this Prospectus is in accordance with the facts and the Prospectus does not omit anything
likely to affect its import. Any information sourced from third parties contained in this Prospectus has been
accurately reproduced (and is clearly sourced where it appears in the document) and, as far as each of the Issuer
and the LLP are aware and are able to ascertain from information published by that third party, no facts have been
omitted which would render the reproduced information inaccurate or misleading.

Final Terms/Drawdown Prospectus

Each Tranche (as defined herein) of Covered Bonds will be issued on the terms set out herein under "7Terms and
Conditions of the Covered Bonds" (the "Conditions") as completed by a document specific to such Tranche called
final terms (the "Final Terms") or in a separate prospectus specific to such Tranche (the "Drawdown
Prospectus"), as described under "Final Terms and Drawdown Prospectuses" below.

Copies of each set of Final Terms in relation to Covered Bonds issued pursuant to this Prospectus will be available
from the registered office of the Issuer and from the specified office set out below of each of the Paying Agents
(as defined below) and will also be published on the website of the London Stock Exchange through a regulatory
information service.

Other relevant information

This Prospectus must be read and construed together with any supplements hereto and with any information
incorporated by reference herein and, in relation to any Tranche of Covered Bonds which is the subject of Final
Terms, must be read and construed together with the relevant Final Terms. In the case of a Tranche of Covered
Bonds which is the subject of a Drawdown Prospectus, each reference in this Prospectus to information being
specified or identified in the relevant Final Terms shall be read and construed as a reference to such information
being specified or identified in the relevant Drawdown Prospectus unless the context requires otherwise.

The Issuer and the LLP have confirmed to the Dealers named under "Subscription and Sale and Transfer and
Selling Restrictions" below that this Prospectus contains all information which is (in the context of the Programme
and the issue, offering and sale of the Covered Bonds) material; that such information is true and accurate in all
material respects and is not misleading in any material respect; that this Prospectus does not omit to state any
material fact necessary to make such information (in the context of the Programme and the issue, offering and
sale of the Covered Bonds) not misleading in any material respect; and that all proper enquiries have been made
to verify the foregoing.

Other than in relation to the documents which are deemed to be incorporated by reference (see "Information
Incorporated by Reference"), the information on the websites to which this Prospectus refers does not form part
of this Prospectus and has not been scrutinised or approved by the FCA.

Unauthorised information

No person has been authorised to give any information or to make any representation not contained in or not
consistent with this Prospectus or any information supplied by the Issuer and the LLP and, if given or made, such
information or representation should not be relied upon as having been authorised by the Issuer, the LLP, the
Arrangers or any Dealer.

None of the Arrangers, the Dealers, the Bond Trustee, the Security Trustee nor any of their respective affiliates
have authorised the whole or any part of this Prospectus and none of them makes any representation or warranty
or accepts any responsibility as to the accuracy or completeness of the information contained in this Prospectus.
Each Arranger, each Dealer, the Bond Trustee and the Security Trustee accordingly disclaims all and any liability
whether arising in tort or contract or otherwise which it might otherwise have in respect of this Prospectus. Neither
the delivery of this Prospectus nor any Final Terms nor the offering, sale or delivery of any Covered Bond shall,
in any circumstances, create any implication that the information contained in this Prospectus is true subsequent
to the date hereof or the date upon which this Prospectus has been most recently supplemented or that there has



been no adverse change, or any event reasonably likely to involve any adverse change, in the prospects or financial
or trading position of the Issuer or the LLP since the date thereof or, if later, the date upon which this Prospectus
has been most recently supplemented or that any other information supplied in connection with the Programme is
correct at any time subsequent to the date on which it is supplied or, if different, the date indicated in the document
containing the same. The Arrangers, the Dealers, the Bond Trustee and the Security Trustee expressly do not
undertake to review the financial condition or affairs of the Issuer or the LLP during the life of the Programme
nor to advise any investor or potential investor in the Covered Bonds of any information coming to the attention
of any of the Arrangers, the Dealers, the Bond Trustee or the Security Trustee. Investors should review, infer
alia, the most recent published financial statements of the Issuer and the LLP when evaluating the Covered Bonds.

Restrictions on distribution

The distribution of this Prospectus and any Final Terms, and the offering, sale and delivery of the Covered Bonds
in certain jurisdictions may be restricted by law. Persons into whose possession this Prospectus or any Final
Terms comes are required by the Issuer, the Arrangers and the Dealers to inform themselves about and to observe
any such restrictions. For a description of certain restrictions on offers, sales and deliveries of Covered Bonds
and on the distribution of this Prospectus or any Final Terms and other offering material relating to the Covered
Bonds, see "Subscription and Sale and Transfer and Selling Restrictions".

In particular, the Covered Bonds have not been, and will not be, registered under the Securities Act or with any
securities regulatory authority of any state or other jurisdiction of the United States, and Covered Bonds in bearer
form are subject to U.S. tax law requirements. The Covered Bonds may not be offered, sold or (in the case of
Covered Bonds in bearer form) delivered within the United States or to, or for the account or benefit of, U.S.
persons (as defined in Regulation S) except in certain transactions exempt from the registration requirements of
the Securities Act.

The Covered Bonds may be offered and sold (A) in bearer form or registered form outside the United States to
non-U.S. persons in reliance on Regulation S and (B) in registered form within the United States to QIBs in
reliance on Rule 144A. Prospective purchasers are hereby notified that sellers of the Covered Bonds may be
relying on the exemption from the provisions of Section 5 of the Securities Act provided by Rule 144A. For a
description of these and certain further restrictions on offers, sales and transfers of Covered Bonds,
see "Subscription and Sale and Transfer and Selling Restrictions".

MiFID II product governance / target market — The Final Terms in respect of any Covered Bonds will include
a legend entitled "MiFID II Product Governance" which will outline the target market assessment in respect of
the Covered Bonds and which channels for distribution of the Covered Bonds are appropriate. Any person
subsequently offering, selling or recommending the Covered Bonds (a "distributor") should take into
consideration the target market assessment; however, a distributor subject to Directive 2014/65/EU (as amended,
"MIFID II") is responsible for undertaking its own target market assessment in respect of the Covered Bonds (by
either adopting or refining the target market assessment) and determining appropriate distribution channels.

A determination will be made in relation to each issue about whether, for the purpose of the MiFID Product
Governance rules under EU Delegated Directive 2017/593 (the "MiFID Product Governance Rules"), any
Dealer subscribing for any Covered Bonds is a manufacturer in respect of such Covered Bonds, but otherwise
neither the Arrangers nor the Dealers nor any of their respective affiliates will be a manufacturer for the purpose
of the MiFID Product Governance Rules.

IMPORTANT — EEA AND UK RETAIL INVESTORS — The Covered Bonds 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") or in the United Kingdom (the "UK"). 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 (EU) 2016/97(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; or
(iii) not a qualified investor as defined in the Prospectus Regulation. Consequently no key information document
required by Regulation (EU) No 1286/2014 (as amended, the "PRIIPs Regulation") for offering or selling the
Covered Bonds or otherwise making them available to retail investors in the EEA or in the UK has been prepared
and therefore offering or selling the Covered Bonds or otherwise making them available to any retail investor in
the EEA or in the UK may be unlawful under the PRIIPS Regulation.

None of this Prospectus, any Final Terms or any document incorporated by reference herein constitutes an offer
or an invitation to subscribe for or purchase any Covered Bonds and should not be considered as a



recommendation by the Issuer, the LLP, the Arrangers, the Dealers, the Bond Trustee, the Security Trustee or any
of them that any recipient of this Prospectus or any Final Terms should subscribe for or purchase any Covered
Bonds. Neither this Prospectus nor any other financial statements are intended to provide the basis of any credit
or other evaluation. Each recipient of this Prospectus or any Final Terms shall be taken to have made its own
investigation and appraisal of the condition (financial or otherwise) of the Issuer.

Each potential investor in any Covered Bonds must determine the suitability of that investment in light of its own
circumstances. In particular, each potential investor should:

(1) have sufficient knowledge and experience to make a meaningful evaluation of the relevant Covered
Bonds, the merits and risk of investing in the relevant Covered Bonds and the information contained or
incorporated by reference in this Prospectus or any applicable supplement;

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

(iii) have sufficient financial resources and liquidity to bear all of the risks of an investment in the relevant
Covered Bonds, including Covered Bonds with principal or interest payable in one or more currencies,
or where the currency for principal or interest payments is different from the currency in which such
investor's financial activities are principally denominated;

(iv) understand thoroughly the terms of the relevant Covered Bonds and be familiar with the behaviour of
any relevant indices and financial markets; and

v) be able to evaluate (either alone or with the help of a financial adviser) possible scenarios for economic,
interest rate and other factors that may affect its investment and its ability to bear the applicable risks.

Covered Bonds are complex financial instruments and such instruments may be purchased by investors as a way
to reduce risk or enhance yield with an understood, measured, appropriate addition of risk to their overall
portfolios. A potential investor should not invest in Covered Bonds unless it has the expertise (either alone or with
the help of a financial adviser) to evaluate how the Covered Bonds will perform under changing conditions, the
resulting effects on the value of such Covered Bonds and the impact this investment will have on the potential
investor's overall investment portfolio.

The investment activities of certain investors are subject to legal investment laws and regulations, or review or
regulation by certain authorities. Each potential investor should consult its legal advisers to determine whether
and to what extent: (i) Covered Bonds are legal investments for it; (ii) Covered Bonds can be used as collateral
for various types of borrowing; and (iii) other restrictions apply to its purchase or pledge of any Covered Bonds.
Financial institutions should consult their legal advisors or the appropriate regulators to determine the appropriate
treatment of Covered Bonds under any applicable risk-based capital or similar rules.

SERVICE OF PROCESS AND ENFORCEMENT OF LIABILITIES

The Issuer and the LLP are each duly incorporated under the laws of England and Wales. Substantially all of the
Issuer's and the LLP's directors and executive officers are non-residents of the United States. A substantial portion
of the assets of the Issuer and of its directors and officers are located outside the United States. As a result, it may
not be possible for an investor to effect service of process within the United States upon those persons or to enforce
against them judgements of U.S. courts based upon the civil liability provisions of the federal securities laws of
the United States.

U.S. INFORMATION

The Covered Bonds and the Covered Bond Guarantee have not been approved or disapproved by the SEC or any
other state securities commission or other regulatory authority in the United States, nor have the foregoing
authorities approved or disapproved this Prospectus or confirmed the accuracy or adequacy of this Prospectus.
Any representation to the contrary is a criminal offense in the United States.

The Covered Bonds in bearer form are subject to U.S. tax law requirements and may not be offered, sold or
delivered within the United States or its possessions or to, or for the account or benefit of, United States persons,
except in certain transactions permitted by U.S. tax regulations. Terms used in this section have the meanings



given to them by the U.S. Internal Revenue Code of 1986, as amended, and the regulations promulgated
thereunder.

In making an investment decision, investors must rely on their own examination of the Issuer and the LLP and
the terms of the Covered Bonds being offered, including the merits and risks involved.

This Prospectus may be provided on a confidential basis in the United States to a limited number of QIBs for
informational use solely in connection with their consideration of the purchase of the Covered Bonds being offered
hereby. Its use for any other purpose in the United States is not authorised. It may not be copied or reproduced
in whole or in part nor may it be distributed or any of its contents disclosed to anyone other than the prospective
investors to whom it is originally submitted.

Registered Covered Bonds may be offered or sold within the United States only to QIBs in transactions exempt
from registration under the Securities Act.

Each purchaser or holder of Covered Bonds represented by a Rule 144A Global Covered Bond or any Covered
Bonds issued in registered form in exchange or substitution therefor, will be deemed, by its acceptance or purchase
of any such Covered Bond, to have made certain representations and agreements intended to restrict the resale or
other transfer of such Covered Bonds as set out in "Subscription and Sale and Transfer and Selling Restrictions".
Unless otherwise stated, terms used in this paragraph have the meanings given to them in "Form of the Covered
Bonds".

AVAILABLE INFORMATION

To permit compliance with Rule 144A in connection with any resales or other transfers of Covered Bonds
that are "'restricted securities' within the meaning of the Securities Act, each of the Issuer and the LLP has
undertaken in the Trust Deed (as defined under " Terms and Conditions of the Covered Bonds") to furnish,
upon the request of a holder of such Covered Bonds or any beneficial interest therein, to such holder or to
a prospective purchaser designated by him, the information required to be delivered under Rule 144A(d)(4)
under the Securities Act if, at the time of the request, any of the Covered Bonds remain outstanding as
"restricted securities" within the meaning of Rule 144(a)(3) of the Securities Act and each of the Issuer and
the LLP is neither a reporting company under Section 13 or 15(d) of the U.S. Securities Exchange Act of
1934, as amended, (the "Exchange Act") nor exempt from reporting pursuant to Rule 12g3-2(b)
thereunder.

By requesting copies of any of the documents referred to herein, each potential purchaser agrees to keep
confidential the various documents and all written information clearly labelled "Confidential" which from time to
time have been or will be disclosed to it concerning the LLP or the Issuer or any of their affiliates, and agrees not
to disclose any portion of the same to any person.

FORWARD-LOOKING STATEMENTS

Certain information contained in this Prospectus and any documents incorporated by reference, including any
information as to the Issuer’s strategy, market position, plans or future financial or operating performance,
constitutes "forward looking statements". All statements, other than statements of historical fact, are forward
looking statements. These forward looking statements may be identified by the use of forward looking
terminology, including the terms "believe", "expect", "anticipate", "contemplate", "target", "plan", "intend",
"continue", "budget", "project", "aim", "estimate", "may", "will", "could", "should", "seeks", "predicts",
"schedule" or, in each case, their negative or other variations or comparable terminology, or by discussions of
strategy, plan, objectives, goals, future events or intentions.

Forward looking statements are necessarily based upon a number of estimates and assumptions that, while
considered reasonable by the Issuer, are inherently subject to significant business, economic and competitive
uncertainties and contingencies. Known and unknown factors could cause actual results to differ materially from
those projected in the forward looking statements. Such factors include, but are not limited to: general economic
and business conditions in the UK and internationally; inflation, deflation, interest rates and policies of the Bank
of England, the European Central Bank and other G8 central banks; fluctuations in exchange rates, stock markets
and currencies; changes to the Issuer's credit ratings; changing demographic developments, including mortality
and changing customer behaviour, including consumer spending, saving and borrowing habits; changes in
customer preferences; changes to borrower or counterparty credit quality; instability in the global financial
markets, including the Economic and Monetary Union (the "Eurozone") instability and the impact of any
sovereign credit rating downgrade or other sovereign financial issues; technological changes; natural and other

5



disasters, adverse weather and similar contingencies outside the Issuer's control; inadequate or failed internal or
external processes, people and systems; terrorist acts and other acts of war or hostility and responses to those acts;
geopolitical, pandemic or other such events; changes in laws, regulations, taxation, accounting standards or
practices; regulatory capital or liquidity requirements and similar contingencies outside the Issuer's control; the
policies and actions of governmental or regulatory authorities in the UK, the European Union, the US or
elsewhere; the ability to attract and retain senior management and other employees; the extent of any future
impairment charges or write downs caused by depressed asset valuations, market disruptions and illiquid markets;
market relating trends and developments; exposure to regulatory scrutiny, legal proceedings, regulatory
investigations or complaints; changes in competition and pricing environments; the inability to hedge certain risks
economically; the adequacy of loss reserves; the actions of competitors, including non-bank financial services and
lending companies; and the success of the Issuer in managing the risks of the foregoing.

Investors are cautioned that forward looking statements are not guarantees of future performance. Forward looking
statements may, and often do, differ materially from actual results. Any forward looking statements in this
Prospectus speak only as of the date they are made, reflect the view of the Issuer's board of directors as of the date
they are made with respect to future events and are subject to risks relating to future events and other risks,
uncertainties and assumptions relating to the Issuer’s operations, results of operations, strategy, capital and
leverage ratios and the availability of new funding. Investors should specifically consider the factors identified in
this Prospectus that could cause actual results to differ before making an investment decision. All of the forward
looking statements made in this Prospectus are qualified by these cautionary statements.

Except as required by the Prudential Regulation Authority (the "PRA"), the FCA, the London Stock Exchange
or applicable law, the Issuer explicitly disclaims any intention or obligation or undertaking publicly to release
the result of any revisions to any forward looking statements in this Prospectus that may occur due to any
change in the Issuer's expectations or to reflect events or circumstances after the date of it.

Certain definitions

In this Prospectus, unless otherwise specified, references to a "Member State" are references to a Member State
of the EEA (and for these purposes, references to the EEA include the United Kingdom), references to "£", "GBP",
"Sterling" or "pounds Sterling" are to the lawful currency for the time being of the United Kingdom, references
to "€", "EUR" or "euro" are to the currency introduced at the start of the third stage of European economic and
monetary union, and as defined in Article 2 of Council Regulation (EC) No 974/98 of 3 May 1998 on the
introduction of the euro, as amended and references to "U.S.$", "U.S. dollars" or "dollars" are to United States
dollars.

In this Prospectus, references to the "Group" are to Virgin Money UK PLC ("VMUK") and its subsidiaries taken
as a whole. References to "CYBG Group" are to VMUK and its subsidiaries taken as a whole prior to the
acquisition of VMH and references to the "VMH Group" are to Virgin Money Holdings (UK) plc (“VMH”) and
its subsidiaries taken as a whole. Certain figures included in this Prospectus have been subject to rounding
adjustments; accordingly, figures shown for the same category presented in different tables may vary slightly and
figures shown as totals in certain tables may not be an arithmetic aggregation of the figures which precede them.

Stabilisation

In connection with the issue of any Tranche of Covered Bonds, the Dealer or Dealers (if any) named as the
Stabilising Manager(s) (or persons acting on behalf of any Stabilising Manager(s)) in the applicable Final
Terms may over allot Covered Bonds or effect transactions with a view to supporting the market price of
the Covered Bonds at a level higher than that which might otherwise prevail. However, stabilisation may
not occur. Any stabilisation action may begin on or after the date on which adequate public disclosure of
the terms of the offer of the relevant Tranche of Covered Bonds is made and, if begun, may cease at any
time, but it must end no later than the earlier of 30 days after the issue date of the relevant Tranche of
Covered Bonds and 60 days after the date of the allotment of the relevant Tranche of Covered Bonds. Any
stabilisation action or over-allotment must be conducted by the Stabilising Manager(s) (or person(s) acting
on behalf of any Stabilising Manager(s)) in accordance with all applicable laws and rules.

Market, economic and industry data

This Prospectus contains information regarding Issuer’s business and the industry in which they operate and
compete, some of which the Issuer has obtained from third-party sources. Issuer and other institutions operating
in the financial services industry make available a wide range of financial and operational information to



regulatory and market bodies, including the Bank of England and the Council of Mortgage Lenders. These bodies
use the data supplied to publish market share statistics relating to retail mortgage lending and savings, among
other matters. However, no assurance can be made that the information reported to these bodies by different
market participants is, in all cases, directly comparable.

In some cases, independently determined industry data is not available. In these cases, any Issuer market share
included in this Prospectus is referred to as having been estimated. All such estimates have been made by the
Issuer, using its own information and other market information which is publicly available. All such estimations
have been made in good faith based on the information available and the Issuer's knowledge of the market within
which it operates.

Where third-party information has been used in this Prospectus, the source of such information has been identified.
With respect to such third-party information, this information has been accurately reproduced and so far as the
Issuer is aware and able to ascertain from information published by that third party, no facts have been omitted
which would render the reproduced information inaccurate or misleading. In the case of the presented economic
and statistical information, similar information may be obtainable from other sources, although the underlying
assumptions and methodology, and consequently the resulting data, may vary from source to source.

Where information has not been independently sourced, it is the Issuer's own information.
No incorporation of website information

Issuer’s website is https://www.virginmoneyukplc.com/. The information on this website or any website directly
or indirectly linked to this website has not been verified and is not incorporated by reference into this Prospectus
and investors should not rely on it.




PRINCIPAL CHARACTERISTICS OF THE PROGRAMME

The following overview does not purport to be complete and is taken from, and is qualified in its entirety by, the
remainder of this Prospectus and, in relation to the terms and conditions of any particular Series of Covered
Bonds, the applicable Final Terms.

This Overview constitutes a general description of the Programme for the purposes of Article 25(1) of
Commission Delegated Regulation (EU) No 2019/980 (the "Delegated Regulation").

Words and expressions defined in “Form of the Covered Bonds” and “Terms and Conditions of the Covered

Bonds” shall have the same meanings in this overview.

Issuer:
LLP:
Legal Entity Identifier (LEI):

Regulated Covered Bonds:

Nature of eligible property:

Compliant with the Banking
Consolidation Directive (Directive
2006/48/EC):

Location of eligible residential
property underlying  Mortgage
Loans:

Maximum Current Balance to
Indexed Valuation ratio given credit
under the Asset Coverage Test:

Maximum Asset Percentage:
Asset Coverage Test:

Statutory minimum

overcollateralisation
Amortisation Test:
Extended Maturities:
Asset Monitor:

Asset Segregation:

Single / Multi Asset Pool designation:

Substitution Assets:

Clydesdale Bank PLC.
Eagle Place Covered Bonds LLP
Clydesdale Bank PLC: NHXOBHMY8K53VRC7MZ54

Clydesdale Bank PLC has been admitted to the register of issuers
and the Programme has been admitted to the register of regulated
covered bonds under the RCB Regulations.

Residential mortgage loans, Substitution Assets up to the prescribed
limit and Authorised Investments

Yes

England, Wales, Scotland or Northern Ireland

The lower of (1) 75.0 per cent., (2) the maximum LTV amount
applicable to residential mortgage loans specified in the RCB
Regulations and (3) the maximum LTV amount applicable to
residential mortgage loans specified in CRD IV.

92.5 per cent.

As set out on page 200

The eligible property in the asset pool must be more than 108 per
cent. of the Sterling Equivalent of the aggregate Principal Amount
Outstanding of the Covered Bonds

As set out on page 224

Available

KPMG LLP

Yes

Single Asset Pool, consisting of residential mortgage loans and
liquid assets.

Asset backed securities are not eligible property and cannot form
part of the Asset Pool.



As set out on page 286 Substitution Assets include (a) Sterling gilt-
edged securities, (b) Sterling demand or time deposits (subject to
certain requirements); and (c) Sterling denominated government and
public securities, (subject to certain requirements), provided that
such Substitution Assets comply with the requirements of
Regulation 2(1A) of the RCB Regulations.



INFORMATION INCORPORATED BY REFERENCE
The following information shall be deemed to be incorporated in, and to form part of, this Prospectus:

(a) the audited consolidated financial statements and the independent auditor's audit report of the Issuer in
respect of the year ended 30 September 2018 and glossary set out on pages 67 to 155 (inclusive) of the
Issuer's 2018 Annual Report and Consolidated Financial Statements (the "2018 Issuer Audited
Financial Statements"). For the avoidance of doubt the 2018 Issuer Audited Financial Statements do
not cover the Part VII Transfer;

(b) the section entitled "Risk Report" set out on pages 11 to 62 (inclusive) of the Issuer's 2018 Annual Report
and Consolidated Financial Statements, excluding:

(1) all text and tables on the section entitled "Balance Sheet and prudential regulation risks
(continued)" on page 39"; and

(i1) the sentence commencing with "The Group's pro forma CRD IV Leverage ratio" in the section
entitled "Leverage" on page 41,

of the Issuer's 2018 Annual Report and Consolidated Financial Statements (the "2018 Issuer Risk
Report");

(c) the audited consolidated financial statements and the independent auditor's audit report of the Issuer in
respect of the year ended 30 September 2019 and glossary set out on pages 83 to 194 (inclusive) of the
Issuer's 2019 Annual Report and Accounts (the "2019 Issuer Audited Financial Statements");

(d) the section entitled "Risk Report" set out on pages 10 to 78 (inclusive) of the Issuer's 2019 Annual Report
and Consolidated Financial Statements (the "2019 Issuer Risk Report");

((a) and (c) together, the “Issuer Financial Statements” and (b) and (d) together, the “Issuer Risk Reports”)

(e) The audited financial statements of the LLP for the financial period ended 31 December 2018, together
with the audit report thereon (the "LLP 2018 Annual Report");

63} the sections entitled "Terms and Conditions of the Covered Bonds" set out on pages 89 to 128 (inclusive)
of the prospectuses dated 9 April 2018 and pages 99 to 144 (inclusive) of the prospectus dated 5 March
2019 (for the avoidance of doubt, the applicable Final Terms for a Series or Tranche of Covered Bonds
will indicate the Terms and Conditions applicable to such Series or Tranche and unless otherwise
indicated in the applicable Final Terms, the Terms and Conditions of all Covered Bonds issued after the
date hereof shall be those set out in full in this Prospectus). The remaining portions of the prospectuses
dated 9 April 2018 and 5 March 2019 are not relevant for prospective investors.

The documents listed above are available at https://www.virginmoneyukplc.com/investor-relations/. Copies of the
documents specified above as containing information incorporated by reference in this Prospectus may be
inspected, free of charge during normal business hours on weekdays at the registered office of the Issuer at 30 St
Vincent Place, Glasgow G1 2HL, United Kingdom.

Any information contained in any of the documents specified above which is not incorporated by reference in this
Prospectus is either not relevant to investors or is covered elsewhere in this Prospectus.

Any documents themselves incorporated by reference in the documents incorporated by reference in this
Prospectus shall not form part of this Prospectus.

Clydesdale Bank PLC’s website is https:/www.virginmoneyukplc.com/investor-relations/. The information on
these websites or any website directly or indirectly linked to these websites has not been verified and is not
incorporated by reference into this Prospectus and investors should not rely on it.
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STRUCTURE OVERVIEW

The following Structure Overview does not purport to be complete and is taken from, and is qualified in its entirety
by, the remainder of this Prospectus and, in relation to the terms and conditions of any particular Tranche of
Covered Bonds, the applicable Final Terms. Words and expressions defined elsewhere in this Prospectus shall
have the same meanings in this overview. A glossary of certain defined terms is contained at the end of this
Prospectus.

Structure Diagram

Loans and
Related Security
Clydesdale Bank > Clydesdale Bank PLC
PLC Eagle Place Covered
. Bonds LLP Interest Rate Swap
Seller < Provider
Consideration LLP P
A
Repayment of Covered Bond
Intercompany Intercompany Swap Providers
Loan Loan
Covered Bond
v Guarantee and
Deed of Charge
Clydesdale Bank —
PLC Bond/ Securit)
Trustee
Issuer Security under
Covered Bond Guarantee Deed of Charge
A
Y
Covered Bonds Covered Bonds Other Secured
Proceeds Creditors
A 4
Security under
R Covered P Deed of Charge
o Bondholders b
Structure Overview
1. Programme: Under the terms of the Programme, the Issuer will issue Covered Bonds to the Covered

Bondholders on each Issue Date. The Covered Bonds will be direct, unconditional, unsecured and
unsubordinated obligations of the Issuer.

2. Intercompany Loan Agreement: Under the terms of the Intercompany Loan Agreement, the Issuer will
make Term Advances to the LLP in an amount equal to the Sterling Equivalent of the aggregate Principal
Amount Outstanding on the Issue Date of each Series or, as applicable, Tranche of Covered Bonds.
Payments by the Issuer of amounts due under the Covered Bonds are not conditional upon receipt by the
Issuer of payments from the LLP pursuant to the Intercompany Loan Agreement. Amounts owed by the
LLP under the Intercompany Loan Agreement will be subordinated to any amounts owed by the LLP
under the Covered Bond Guarantee.

3. Covered Bond Guarantee: Under the terms of the Trust Deed, the LLP has provided a guarantee as to
payments of interest and principal under the Covered Bonds. The LLP has agreed to pay an amount
equal to the Guaranteed Amounts when the same shall become Due for Payment but which would
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otherwise be unpaid by the Issuer. The obligations of the LLP under the Covered Bond Guarantee
constitute direct and (following the service of a Notice to Pay on the LLP or, if earlier, the service on the
Issuer and the LLP of an LLP Acceleration Notice) unconditional obligations of the LLP, secured as
provided in the Deed of Charge. The Bond Trustee will be required to serve a Notice to Pay on the LLP
following the occurrence of an Issuer Event of Default and service of an Issuer Acceleration Notice. An
LLP Acceleration Notice may be served by the Bond Trustee on the Issuer and the LLP following the
occurrence of an LLP Event of Default.

If an LLP Acceleration Notice is served, the Covered Bonds will become immediately due and payable
as against the Issuer and the LLP's obligations under the Covered Bond Guarantee will be accelerated.
Payments made by the LLP under the Covered Bond Guarantee will be made subject to, and in
accordance with, the Guarantee Priority of Payments or the Post-Enforcement Priority of Payments, as
applicable. The recourse of the Covered Bondholders to the LLP under the Covered Bond Guarantee
will be limited to the assets of the LLP from time to time.

The proceeds of Term Advances: The LLP must use the proceeds of the Term Advances received under
the Intercompany Loan Agreement from time to time (if not denominated in Sterling, after swapping the
same into Sterling under the relevant Covered Bond Swap Agreement):

(a) to purchase Mortgage Loans and their Related Security from the Seller in accordance with the
terms of the Mortgage Sale Agreement; and/or

(b) to invest in Substitution Assets in an amount not exceeding the prescribed limit,

to the extent required to meet the requirements of Regulations 23 and 24(1)(a) of the RCB Regulations
and the Asset Coverage Test (as described below), and thereafter may be applied by the LLP:

(1) to purchase Mortgage Loans and their Related Security, from the Seller in accordance with the
terms of the Mortgage Sale Agreement; and/or

(i1) to invest in Substitution Assets in an amount not exceeding the prescribed limit; and/or

(i) subject to complying with the Asset Coverage Test, to make a Capital Distribution to the Seller
(in its capacity as Member) by way of distribution of that Member's equity in the LLP in an
amount equal to the Sterling Equivalent of the Term Advance or any part thereof, which shall
be paid to the Member on the relevant Issue Date by telegraphic transfer or as otherwise directed
by the Member; and/or

(iv) if an existing Series or Tranche, or part of an existing Series or Tranche, of Covered Bonds is
being refinanced (by the issue of a further Series or Tranche of Covered Bonds), to repay the
Term Advance(s) corresponding to the Covered Bonds being so refinanced; and/or

(v) to make a deposit of all or part of the proceeds in the Transaction Account (including, without
limitation, to fund the Reserve Fund to an amount not exceeding the prescribed limit) or the
Issuer Account (in an amount not exceeding the Issuer Permitted Cash Amount).

To protect the value of the Mortgage Portfolio under the terms of the LLP Deed, the LLP and the
Members (other than the Liquidation Member) will be obliged to ensure that the Asset Coverage Test
(as described below) will be satisfied on each Calculation Date.

Consideration: Under the terms of the Mortgage Sale Agreement, the consideration payable to the Seller
for the sale of Mortgage Loans and their Related Security to the LLP on any Transfer Date will be a
combination of (i) a cash payment paid by the LLP to the Seller and/or (ii) the Seller being treated as
having made a Capital Contribution in Kind to the LLP (in an amount up to the difference between the
Current Balance of the Mortgage Loans sold by the Seller as at the relevant Transfer Date and the cash
payment (if any) paid by the LLP) and/or (iii) Deferred Consideration.

Security: To secure its obligations under the Covered Bond Guarantee and the Transaction Documents
to which it is a party, the LLP has granted security over the Charged Property (which consists principally
of the LLP's interest in the portfolio of Mortgage Loans and their Related Security, the Substitution
Assets, the Transaction Documents to which it is a party, the LLP Accounts and the Authorised
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Investments) in favour of the Security Trustee (for itself and on behalf of the other Secured Creditors)
pursuant to the Deed of Charge.

Cashflows: Prior to service of an Asset Coverage Test Breach Notice, a Notice to Pay or an LLP
Acceleration Notice on the LLP and/or realisation of the Security and/or the commencement of winding-
up proceedings against the LLP, the LLP will:

(a) apply Available Revenue Receipts to pay interest due on the Term Advances (the proceeds of
which the Issuer may apply to pay interest due on the Covered Bonds) and to pay Deferred
Consideration to the Seller in respect of the Mortgage Loans sold by the Seller to the LLP.
However, these payments will only be made after payment of certain items ranking higher in
the Pre-Acceleration Revenue Priority of Payments (including, but not limited to, certain
expenses and amounts due to any Interest Rate Swap Providers and any Covered Bond Swap
Providers). For further details of the Pre-Acceleration Revenue Priority of Payments, see
"Cashflows" below; and

(b) apply Available Principal Receipts towards making Capital Distributions to the Members but
only after payment of certain items ranking higher in the Pre-Acceleration Principal Priority of
Payments (including, but not limited to, acquiring New Mortgage Loans and their Related
Security offered by the Seller to the LLP or repaying amounts due to the Issuer under the
Intercompany Loan Agreement). For further details of the Pre-Acceleration Principal Priority
of Payments, see "Cashflows" below.

Following service on the LLP of an Asset Coverage Test Breach Notice (which has not been revoked)
but prior to service of a Notice to Pay or an LLP Acceleration Notice and/or the realisation of the Security
and/or the commencement of winding-up proceedings against the LLP, the LLP will continue to apply
Available Revenue Receipts and Available Principal Receipts as described above, except that, whilst any
Covered Bonds remain outstanding:

(a) in respect of Available Revenue Receipts, no further amounts will be paid to the Issuer under
the Intercompany Loan Agreement, into the Reserve Fund, towards any indemnity amount due
to the Members pursuant to the LLP Deed or any indemnity amount due to the Asset Monitor
pursuant to the Asset Monitor Agreement, towards any Deferred Consideration or towards any
profit for the Members' respective interests in the LLP (but payments will, for the avoidance of
doubt, continue to be made under the relevant Swap Agreements); and

(b) in respect of Available Principal Receipts, no payments will be made other than into the
Transaction Account after exchange (if required) in accordance with the relevant Covered Bond
Swap (see "Cashflows" below).

Following the occurrence of an Issuer Event of Default and the service on the LLP of a Notice to Pay
(but prior to an LLP Event of Default and service of an LLP Acceleration Notice on the LLP and/or the
realisation of the Security and/or the commencement of winding-up proceedings against the LLP) the
LLP will use all monies (other than Non-LLP Amounts) to pay Guaranteed Amounts in respect of the
Covered Bonds when the same shall become Due for Payment subject to paying certain higher ranking
obligations of the LLP in the Guarantee Priority of Payments. In such circumstances, the Members of
the LLP, including the Seller, will only be entitled to receive any remaining income of the LLP after all
amounts due under the Covered Bond Guarantee in respect of the Covered Bonds have been paid in full
or have otherwise been provided for.

Following the occurrence of an LLP Event of Default and service of an LLP Acceleration Notice on the
LLP and/or the realisation of the Security and/or the commencement of winding-up proceedings against
the LLP, the Covered Bonds will become immediately due and repayable (if not already due and payable
following the occurrence of an Issuer Event of Default) and the Bond Trustee will then have a claim
against the LLP under the Covered Bond Guarantee for an amount equal to the Early Redemption
Amount in respect of each Covered Bond together with accrued interest and any other amounts due under
the Covered Bonds other than additional amounts payable by the Issuer under Condition 8 (Taxation)
and the security created by the LLP over the Charged Property will become enforceable. Any monies
received or recovered by the Security Trustee following enforcement of the Security created by the LLP
in accordance with the Deed of Charge, realisation of such Security and/or the commencement of
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10.

11.

winding-up proceedings against the LLP will be distributed according to the Post-Enforcement Priority
of Payments as to which, see "Cashflows" below.

Interest Accumulation Ledger: Subject as provided under the heading "Coupon Payment Ledger" below,
in relation to each Series of Covered Bonds that (a) does not have a Covered Bond Swap in place and (b)
does not have monthly Interest Payment Dates (each such Series, an "Accumulation Series of Covered
Bonds"), the Cash Manager shall maintain an Interest Accumulation Ledger, to which the LLP Monthly
Interest Amount will be credited on each LLP Payment Date. Amounts standing to the credit of the
Interest Accumulation Ledger in respect of each such Accumulation Series of Covered Bonds will be
applied on the relevant Loan Interest Payment Date or Interest Payment Date, as the case may be, together
with Available Revenue Receipts (applied in accordance with the relevant Priorities of Payments), to
make payments under the Term Advances or Covered Bonds, as applicable.

Asset Coverage: The Programme provides that the assets of the LLP are subject to an Asset Coverage
Test in respect of the Covered Bonds. Accordingly, for so long as Covered Bonds remain outstanding,
the LLP and the Members (other than the Liquidation Member) must ensure that on each Calculation
Date, the Adjusted Aggregate Loan Amount will be in an amount equal to or in excess of the Sterling
Equivalent of the aggregate Principal Amount Outstanding of the Covered Bonds as calculated on that
Calculation Date. The Asset Coverage Test will be tested by the Cash Manager on each Calculation
Date. A breach of the Asset Coverage Test on a Calculation Date which is not remedied on the
immediately succeeding Calculation Date will require the Bond Trustee to serve an Asset Coverage Test
Breach Notice on the LLP. The Asset Coverage Test Breach Notice will be revoked if, on any
Calculation Date falling on or prior to the third Calculation Date following service of an Asset Coverage
Test Breach Notice, the Asset Coverage Test is satisfied and neither a Notice to Pay nor an LLP
Acceleration Notice has been served.

If an Asset Coverage Test Breach Notice has been delivered and has not been revoked:

(a) the application of Available Revenue Receipts and Available Principal Receipts will be
restricted as described above;

(b) the LLP will be required to sell Selected Mortgage Loans; and

(©) the Issuer will not be permitted to make to the LLP and the LLP will not be permitted to borrow
from the Issuer any new Term Advances under the Intercompany Loan Agreement.

If an Asset Coverage Test Breach Notice has been served and not revoked on or before the third
Calculation Date after service of such Asset Coverage Test Breach Notice, then an Issuer Event of
Default shall occur and the Bond Trustee shall be entitled (and, in certain circumstances, may be
required) to serve an Issuer Acceleration Notice on the Issuer. Following service of an Issuer
Acceleration Notice, the Bond Trustee must serve a Notice to Pay on the LLP.

Amortisation Test: In addition, following an Issuer Event of Default and the service of a Notice to Pay
on the LLP (but prior to service of an LLP Acceleration Notice and/or the commencement of winding-
up proceedings against the LLP and/or realisation of the Security), for so long as Covered Bonds remain
outstanding, the LLP and the Members (other than the Liquidation Member) must ensure that on each
Calculation Date, the Amortisation Test Aggregate Loan Amount will be in an amount at least equal to
the Sterling Equivalent of the aggregate Principal Amount Outstanding of the Covered Bonds from time
to time. The Amortisation Test will be tested by the Cash Manager on each Calculation Date following
an Issuer Event of Default and service of a Notice to Pay on the LLP. A breach of the Amortisation Test
will constitute an LLP Event of Default, which will entitle the Bond Trustee to serve an LLP Acceleration
Notice declaring the Covered Bonds immediately due and repayable and entitle the Security Trustee to
enforce the Security over the Charged Property.

Extendable obligations under the Covered Bond Guarantee: An Extended Due for Payment Date may
be specified as applying in relation to a Series of Covered Bonds in the applicable Final Terms. This
means that if the Issuer fails to pay the Final Redemption Amount of the relevant series of Covered Bonds
on the Final Maturity Date (subject to applicable grace periods) and if the Guaranteed Amounts equal to
the Final Redemption Amount of the relevant Series of Covered Bonds are not paid in full by the
Extension Determination Date (for example because, following the service of a Notice to Pay on the
LLP, the LLP has insufficient monies available in accordance with the Guarantee Priority of Payments
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12.

13.

14.

15.

to pay in full the Guaranteed Amounts corresponding to the Final Redemption Amount of the relevant
Series of Covered Bonds) then payment of the unpaid amount pursuant to the Covered Bond Guarantee
shall be automatically deferred (without an LLP Event of Default occurring as a result of such non-
payment) and shall be due and payable on the Extended Due for Payment Date (subject to any applicable
grace period). However, any amount representing the Final Redemption Amount due and remaining
unpaid on the Extension Determination Date may be paid by the LLP on any Interest Payment Date
thereafter, up to (and including) the relevant Extended Due for Payment Date. Interest will continue to
accrue on any unpaid principal amounts during such extended period and be payable on the Original Due
for Payment Date and on the Extended Due for Payment Date in accordance with Condition 5 (Inferest).

Coupon Payments: 1f Clydesdale Bank PLC is acting as Cash Manager pursuant to the Cash Management
Agreement and a Cash Manager Relevant Event occurs and is continuing, the Seller will (a) within ten
Business Days of the occurrence of the Cash Manager Relevant Event and (b) thereafter (i) (in respect
of each Term Advance where there is not a Covered Bond Swap in place other than in respect of an
Accumulation Series of Covered Bonds) within one Business Day of each Loan Interest Payment Date
for each such Term Advance make a Cash Capital Contribution to the LLP in an amount equal to the
Required Coupon Amount for each such Term Advance on the immediately subsequent Loan Interest
Payment Date and/or (ii) (in respect of each Term Advance where there is a Covered Bond Swap in place
other than in respect of an Accumulation Series of Covered Bonds) within one Business Day of each date
a payment is due from the LLP under each Covered Bond Swap make a Cash Capital Contribution to the
LLP in an amount equal to the Required Coupon Amount for each such Covered Bond Swap on the
immediately subsequent date(s) a payment is due from the LLP and/or (iii) (in the case of a Term
Advance relating to an Accumulation Series of Covered Bonds), within one Business Day of each LLP
Payment Date for each such Term Advance relating to an Accumulation Series of Covered Bonds make
a Cash Capital Contribution to the LLP in an amount equal to the Required Coupon Amount for each
such Term Advance on the immediately subsequent LLP Payment Date.

If a Cash Manager Relevant Event has occurred and is continuing, the LLP will not be required to hold
amounts in respect of the LLP Monthly Interest Amount in the relevant Interest Accumulation Ledger in
respect of an Accumulation Series of Covered Bonds and may apply the payments that would otherwise
be paid into the relevant Interest Accumulation Ledger in accordance with the relevant Priorities of
Payments to make a payment to the Coupon Payment Ledger to fund in whole or in part, the amount to
be deposited by the Seller set out above. Any surplus over and above the amount to be deposited as
described above will be paid into the Interest Accumulation Ledger.

The LLP will transfer an amount equal to the Cash Capital Contribution it receives from the Seller within
one Business Day of receipt of such amount into the Transaction Account and make a credit to the
Coupon Payment Ledger. On the date of the transfer the LLP will, on the direction of the Issuer, deliver
an irrevocable payment instruction (specifying the ISIN code and/or CUSIP, as applicable, in respect of
the relevant Series of Covered Bonds) to the Account Bank and/or the Issuer Account Bank, as
applicable, to pay such amounts (to the extent such amounts have not been paid in whole or in part by
the Issuer or (following the occurrence of an Issuer Event of Default and the service of an Issuer
Acceleration Notice and a Notice to Pay to the LLP) the LLP (or the Cash Manager on its behalf) on the
relevant dates) to the Principal Paying Agent or the relevant Covered Bond Swap Provider, as applicable
on the dates referred to above.

Administration: In its capacity as Administrator, Clydesdale Bank PLC has entered into the
Administration Agreement with the LLP and the Security Trustee, pursuant to which the Administrator
has agreed to provide certain services in respect of the Mortgage Loans and their Related Security sold
by Clydesdale Bank PLC (in its capacity as Seller) to the LLP.

The RCB Regulations: Clydesdale Bank PLC has been admitted to the register of issuers and the
Programme has been admitted to the register of regulated covered bonds.

Further Information: For a more detailed description of the transactions summarised above relating to
the Covered Bonds see, amongst other relevant sections of this Prospectus, "Overview of the
Programme", "Terms and Conditions of the Covered Bonds", "Summary of the Principal Documents",
"Credit Structure", "Cashflows" and "The Mortgage Portfolio", below.
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OWNERSHIP STRUCTURE OF EAGLE PLACE COVERED BONDS LLP
As at the date of this Prospectus, the Members of the LLP are the Seller and the Liquidation Member.

A New Member may be admitted to the LLP, subject to meeting certain conditions precedent including, but not
limited to, written confirmation from each Rating Agency that this would not adversely affect the then current
ratings of all outstanding Covered Bonds.

Other than in respect of those decisions reserved to the Members, the Management Committee (comprising, as at
the date of this Prospectus, directors and/or employees of the Seller) will manage and conduct the business of the
LLP and will have all the rights, power and authority to act at all times for and on behalf of the LLP.

Eagle Place Covered Bonds
Finance Limited Clydesdale Bank PLC
Liguidation Member

Member Member

Eagle Place Covered Bonds
LLP
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OWNERSHIP STRUCTURE OF THE LIQUIDATION MEMBER

As at the date of this Prospectus, 80 per cent. of the issued share capital of the Liquidation Member is held by
Eagle Place Covered Bonds (Holdings) Limited and 20 per cent. of the issued share capital of the Liquidation
Member is held by Clydesdale Bank PLC. The entire issued capital of Eagle Place Covered Bonds (Holdings)
Limited is held by Intertrust Corporate Services Limited as share trustee on trust for charitable purposes.

Intertrust Corporate Services Limited
Share Trustee

100% of shares held on
trust for charitable purposes

A 4

Clydesdale Bank PLC Eagle Place Covereg?;;is (Holdings) Limited
20% of shares 80% of shares
\ 4

Eagle Place Covered Bonds Finance Limited
Liguidation Member

17



OVERVIEW OF THE PROGRAMME

The following overview is a general description of the Programme, must be read as an introduction to this
Prospectus, and is qualified in its entirety by the remainder of this Prospectus (and, in relation to the terms
and conditions of any particular Tranche of Covered Bonds, the applicable Final Terms or Drawdown
Prospectus). Words and expressions defined elsewhere in this Prospectus shall have the same meaning in this
overview unless otherwise defined herein.

Issuer: Clydesdale Bank PLC, incorporated with limited liability in Scotland.

For a more detailed description of the Issuer, see "Information on the
Issuer" below.

Legal Entity Identifiers (LEI): NHXOBHMY8KS53VRC7MZ54

The LLP: Eagle Place Covered Bonds LLP, a limited liability partnership
incorporated in England and Wales (partnership no. OC412988). The
Members of the LLP on the date of this Prospectus are Clydesdale
Bank PLC (in its capacity as Seller) and the Liquidation Member. The
LLP is a special purpose vehicle whose business is to acquire, inter
alia, Mortgage Loans and their Related Security from the Seller
pursuant to the terms of the Mortgage Sale Agreement and to
guarantee certain payments in respect of the Covered Bonds. The LLP
will hold the Mortgage Portfolio and the other Charged Property in
accordance with the terms of the Transaction Documents.

The LLP has provided a guarantee covering all Guaranteed Amounts
when the same shall become Due for Payment, but only following an
Issuer Event of Default and the service on the LLP of a Notice to Pay
or LLP Acceleration Notice. The obligations of the LLP under such
guarantee and the other Transaction Documents to which it is a party
are secured by the assets from time to time of the LLP and recourse
against the LLP is limited to such assets.

For a more detailed description of the LLP, see "The LLP" below.

Seller: Clydesdale Bank PLC, which is in the business of originating and
acquiring residential mortgage loans and conducting other related
activities.

For a more detailed description of the Seller, see "Information on the
Issuer" below.

Originators: The Mortgage Portfolio comprises Mortgage Loans originated by
Landmark Mortgages Limited (formerly NRAM plc and Northern
Rock (Asset Management) plc) (and subsequently transferred to
Virgin Money plc) and originated prior to the Part VII Effective Date
by Virgin Money plc (respectively the "NRAM Originator" and the
"VM Originator"). The Mortgage Portfolio may, from the Part VII
Effective Date (subject to the provisions of the Mortgage Sale
Agreement relating to the inclusion of New Mortgage Loan Types in
the Mortgage Portfolio), also comprise Mortgage Loans originated by
Clydesdale or any other relevant entity within the Group (each a
"Clydesdale Originator” and together with the NRAM Originator
and the VM Originator, the "Originators").

Administrator: Pursuant to the terms of the Administration Agreement, Clydesdale
Bank PLC has been appointed to administer, on behalf of the LLP,
the Mortgage Loans and Related Security sold to the LLP by the
Seller.
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Cash Manager:

Principal Paying Agent and Agent
Bank:

Transfer Agent:

Paying Agent:

Bond Trustee:

Registrar:

Security Trustee:

Asset Monitor:

Asset Pool Monitor:

Covered Bond Swap Providers:

Clydesdale Bank PLC has been appointed, infer alia, to provide cash
management services to the LLP and to monitor compliance by the
LLP with the Asset Coverage Test and the Amortisation Test pursuant
to the terms of the Cash Management Agreement.

HSBC Bank plc, acting through its offices at 8 Canada Square,
London E14 5HQ, has been appointed pursuant to the Agency
Agreement as Principal Paying Agent and Agent Bank.

HSBC Bank plc, acting through its offices at 8 Canada Square,
London E14 5HQ, has been appointed pursuant to the Agency
Agreement as Transfer Agent.

HSBC Bank plc, acting through its offices at 8 Canada Square,
London E14 5HQ, has been appointed pursuant to the Agency
Agreement as Paying Agent.

HSBC Corporate Trustee Company (UK) Limited, whose registered
office is at 8 Canada Square, London E14 5HQ, has been appointed
to act as Bond Trustee on behalf of the Covered Bondholders in
respect of the Covered Bonds and holds the benefit of, inter alia, the
Covered Bond Guarantee on behalf of the Covered Bondholders
pursuant to the Trust Deed.

HSBC Bank plc, acting through its offices at 8 Canada Square,
London E14 5HQ, has been appointed pursuant to the Agency
Agreement as Registrar.

HSBC Corporate Trustee Company (UK) Limited, whose registered
office is at 8 Canada Square, London E14 5HQ, has been appointed
to act as Security Trustee to hold the benefit of the security granted
by the LLP to the Security Trustee (for itself, the Covered
Bondholders and other Secured Creditors) pursuant to the Deed of
Charge.

A reputable institution appointed as such pursuant to the Asset
Monitor Agreement as an independent monitor to perform tests in
respect of the Asset Coverage Test and the Amortisation Test when
required.

An eligible auditor appointed as asset pool monitor in accordance
with the requirements of the RCB Regulations. The Issuer is required
to appoint an asset pool monitor in advance of its annual confirmation
of compliance with certain requirements of the RCB Regulations.
(See "Description of the UK Regulated Covered Bond Regime"
below).

Each swap provider which agrees to act as Covered Bond Swap
Provider to the LLP to hedge certain interest rate, currency and/or
other risks in respect of amounts received by the LLP under the
Mortgage Loans and the Interest Rate Swaps and amounts payable by
the LLP under the Intercompany Loan Agreement (prior to the service
of a Notice to Pay) and under the Covered Bond Guarantee in respect
of the Covered Bonds (after service of a Notice to Pay) by entering
into the Covered Bond Swaps with the LLP under a Covered Bond
Swap Agreement. If the ratings of a Covered Bond Swap Provider
fall below a specified ratings level, the relevant Covered Bond Swap
Provider may be required to post collateral for its obligations, transfer
its obligations to an appropriately rated entity, obtain a guarantee of
its obligations from an appropriately rated guarantor and/or take such
other action (which may include no action) which will result in the
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Interest Rate Swap Providers:

Issuer Account Bank:

Account Bank:

Liquidation Member:

HoldCo:

Share Trustee:

Corporate Services Provider:

Description:
Arrangers:

Dealers:

ratings assigned to the Covered Bonds being maintained at or restored
to the level at which the Covered Bonds were rated immediately prior
to the date on which the relevant downgrade occurred. Each Covered
Bond Swap Provider shall satisfy the rating requirements set out in
the relevant Covered Bond Swap Agreement, as to which see
"Summary of the Principal Documents — Covered Bond Swap
Agreements" below.

Each swap provider which agrees to act as a swap provider to the LLP
to hedge possible variances between the rates of interest payable on
some or all of the Mortgage Loans sold by the Seller to the LLP and
a compounded daily SONIA rate (payable by the LLP under the
Covered Bond Swap Agreement in respect of each Series of Covered
Bonds where a Covered Bond Swap is in place) by entering into the
Interest Rate Swaps with the LLP under an Interest Rate Swap
Agreement. Ifthe ratings of an Interest Rate Swap Provider fall below
a specified ratings level, such Interest Rate Swap Provider may be
required to post collateral for its obligations, transfer its obligations
to an appropriately rated entity, obtain a guarantee of its obligations
from an appropriately rated guarantor and/or take such other action
(which may include no action and, in the case of an SVR Interest Rate
Swap, reducing the notional amount of the SVR Interest Rate Swap
to zero (subject to certain conditions including the receipt of
regulatory approvals and satisfaction of regulatory requirements))
which will result in the ratings assigned to the Covered Bonds being
maintained at or restored to the level at which the Covered Bonds
were rated immediately prior to the date on which the relevant
downgrade occurred.

Clydesdale Bank PLC has been appointed as Issuer Account Bank to
the LLP pursuant to the terms of the Issuer Bank Account Agreement.

HSBC Bank plc has been appointed the Account Bank to the LLP
pursuant to the terms of the Bank Account Agreement.

Eagle Place Covered Bonds Finance Limited, a special purpose
vehicle incorporated in England and Wales as a private limited
company (registered no. 10298909). As at the date of this Prospectus,
80 per cent. of the issued share capital of the Liquidation Member is
held by HoldCo and 20 per cent. of the issued share capital of the
Liquidation Member is held by Clydesdale Bank PLC.

Eagle Place Covered Bonds (Holdings) Limited, a special purpose
vehicle incorporated in England and Wales as a private limited
company (registered no. 10298770). All of the shares of HoldCo are
held by the Share Trustee on trust for general charitable purposes.

Intertrust Corporate Services Limited, having its registered office at 1
Bartholomew Lane, London, EC2N 2AX.

Intertrust Management Limited, having its registered office at 1
Bartholomew Lane, London, EC2N 2AX, has been appointed to
provide certain corporate services to the LLP, Liquidation Member
and HoldCo, pursuant to the Corporate Services Agreement.

Global Covered Bond Programme.
BNP Paribas and HSBC Bank plc

BNP Paribas and HSBC Bank plc and any other Dealer appointed
from time to time by the Issuer either generally in respect of the
Programme or in relation to a particular Tranche of Covered Bonds.
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Final Terms or
Prospectus:

Listing and Trading:

The RCB Regulations:

Initial Programme Amount:

Distribution:

Issuance in Series:

Form of Covered Bonds:

Specified Currencies:

Status of Covered Bonds:

Status of the Covered

Guarantee:

Drawdown

Bond

Covered Bonds issued under the Programme may be issued either (1)
pursuant to this Prospectus and associated Final Terms or (2) pursuant
to a Drawdown Prospectus. The terms and conditions applicable to
any particular Tranche of Covered Bonds will be the Conditions as
completed by the relevant Final Terms or, as the case may be, as
supplemented, amended and/or replaced by the relevant Drawdown
Prospectus.

Application will be made to admit Covered Bonds issued under the
Programme to the Official List and to admit the Covered Bonds to
trading on the regulated market of the London Stock Exchange.

Clydesdale Bank PLC has been admitted to the register of issuers and
the Programme has been admitted to the register of regulated covered
bonds under the RCB Regulations.

Up to €7 billion (or the equivalent in other currencies) aggregate
principal amount of Covered Bonds outstanding at any one time. The
Issuer may increase the amount of the Programme in accordance with
the terms of the Dealer Agreement.

Covered Bonds may be distributed by way of private or public
placement and in each case on a syndicated or non-syndicated basis,
subject to the restrictions set forth in "Subscription and Sale and
Transfer and Selling Restrictions" below.

Covered Bonds will be issued in Series. Each Series may comprise
one or more Tranches issued on different issue dates. The Covered
Bonds of each Series will be subject to identical terms, except that the
issue date and the amount of the first payment of interest may be
different in respect of different Tranches. The Covered Bonds of each
Tranche will all be subject to identical terms in all respects save that
a Tranche may comprise Covered Bonds of different denominations.

Covered Bonds may be issued in bearer form ("Bearer Covered
Bonds") or in registered form ("Registered Covered Bonds") as
described in "Form of the Covered Bonds". Bearer Covered Bonds
will not be exchangeable for Registered Covered Bonds and
Registered Covered Bonds will not be exchangeable for Bearer
Covered Bonds. No single Series or Tranche may comprise both
Bearer Covered Bonds and Registered Covered Bonds.

Covered Bonds may be denominated in any currency or currencies,
subject to compliance with all applicable legal and/or regulatory
and/or central bank requirements and as specified in the applicable
Final Terms.

The Covered Bonds (and any Coupons relating thereto) will constitute
direct, unconditional, unsecured and unsubordinated obligations of
the Issuer and will at all times rank pari passu among themselves and
pari passu with all other present and future unsecured and
unsubordinated obligations of the Issuer, (save for such obligations as
may be preferred by provisions of law).

Payment of Guaranteed Amounts in respect of the Covered Bonds
when Due for Payment will be irrevocably guaranteed by the LLP.
The obligations of the LLP to make payment in respect of the
Guaranteed Amounts when Due for Payment are subject to the
condition that an Issuer Event of Default has occurred, an Issuer
Acceleration Notice has been served on the Issuer and a Notice to Pay
has been served on the LLP or, if earlier, an LLP Event of Default has
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Issue Price:

Maturities:

Interest:

Fixed Rate Covered Bonds:

Fixed/Floating  Rate  Covered
Bonds:

Floating Rate Covered Bonds:

Zero Coupon Covered Bonds:

Base Rate Modifications:

occurred and an LLP Acceleration Notice has been served on the LLP.
The obligations of the LLP under the Covered Bond Guarantee will
accelerate against the LLP upon the service of an LLP Acceleration
Notice. The obligations of the LLP under the Covered Bond
Guarantee constitute direct and unconditional obligations of the LLP
secured against the assets from time to time of the LLP and recourse
against the LLP is limited to such assets.

Covered Bonds may be issued at any price. The price and amount of
Covered Bonds to be issued under the Programme will be determined
by the Issuer and the relevant Dealer(s) at the time of issue in
accordance with prevailing market conditions.

Such maturities as may be agreed between the Issuer and the relevant
Dealer(s) and as indicated in the applicable Final Terms, subject to
such minimum or maximum maturities as may be allowed or required
from time to time by the relevant central bank (or equivalent body) or
any laws or regulations applicable to the Issuer or the relevant
Specified Currency.

Covered Bonds may be interest bearing or non-interest bearing.
Interest (if any) may accrue at a fixed rate or a floating rate (or a
fixed/floating or floating/fixed rate).

Fixed Rate Covered Bonds will bear interest at the fixed rate(s) of
interest specified in the applicable Final Terms. Such interest will be
payable in arrear on the Interest Payment Date(s) specified in the
applicable Final Terms or determined pursuant to the Conditions.

Covered Bonds may be issued which convert from a fixed rate of
interest to a floating rate of interest, or vice versa, as specified in the
applicable Final Terms. See further "Risk Factors — Fixed/Floating
Rate Covered Bonds".

Floating Rate Covered Bonds will bear interest determined separately
for each Series as follows:

6] on the same basis as the floating rate under a notional interest
rate swap transaction in the relevant Specified Currency
governed by an agreement incorporating the 2006 ISDA
Definitions published by the International Swaps and
Derivatives Association, Inc.; or

(i1) by reference to a reference rate appearing on the agreed
screen page of a commercial quotation service,

in any such case as adjusted for any applicable margin specified in the
applicable Final Terms.

Floating Rate Covered Bonds may also have a maximum interest rate,
a minimum interest rate, or both.

Zero Coupon Covered Bonds may be issued at their nominal amount
or at a discount to their nominal amount and will not bear interest.

If so specified in the applicable Final Terms for a Series of Covered
Bonds, then the Issuer may, in certain circumstances and subject to
certain conditions, make Base Rate Modifications without the need
(so long as the Bond Trustee, the Issuer and the Principal Paying
Agent (collectively) have not been contacted in writing by Covered
Bondholders holding at least 10 per cent. of the aggregate Principal
Amount Outstanding of such Series of Covered Bonds stating that
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Option to issue N Covered Bonds:

Ratings Confirmation:

Redemption:

Optional Redemption:

Early Redemption:

Extendable Obligations under the
Covered Bond Guarantee:

such Covered Bondholders do not consent to the proposed Base Rate
Modification in the manner set out in Condition 15(b)(iii)) for the
consent of Covered Bondholders of such Series of Covered Bonds.
See Condition 15(b)(iii) for further information.

Subject to the consent of the Bond Trustee (which must be given if
certain conditions are met), the Issuer may amend the Programme to
allow for the issue of Covered Bonds in the form of German law
governed  registered bonds  (Namensschuldverschreibungen)
("N Covered Bonds").

N Covered Bonds will rank pari passu with all other Covered Bonds
and all payments of principal and interest payable under the N
Covered Bonds will be guaranteed by the LLP pursuant to the terms
of the Covered Bond Guarantee.

The issuance of all Covered Bonds shall be subject to a Ratings
Confirmation that the then current ratings for any outstanding
Covered Bonds will not be adversely affected by the issuance of such
Covered Bonds.

Unless previously redeemed or purchased and cancelled, Covered
Bonds will be redeemed at their Final Redemption Amount (as
specified in the relevant Final Terms) on their Final Maturity Date.

Covered Bonds may be redeemed before their Final Maturity Date at
the option of the Issuer (as described in Condition 7(c) (Redemption
at the option of the Issuer (Issuer Call))), to the extent (if at all)
specified in the relevant Final Terms.

Except as described in "Optional Redemption" above, early
redemption will only be permitted for tax reasons, as described in
Condition 7(b) (Redemption for taxation reasons).

The applicable Final Terms may also provide that the LLP's
obligations under the Covered Bond Guarantee to pay the Guaranteed
Amounts corresponding to the Final Redemption Amount of the
applicable Series of Covered Bonds on their Final Maturity Date
(subject to applicable grace periods) may be deferred until the
Extended Due for Payment Date. In such case, such deferral will
occur automatically if the Issuer fails to pay the Final Redemption
Amount of the relevant Series of Covered Bonds on their Final
Maturity Date (subject to applicable grace periods) and if the
Guaranteed Amounts equal to the Final Redemption Amount in
respect of such Series of Covered Bonds are not paid in full by the
LLP by the Extension Determination Date (for example, because the
LLP has insufficient monies to pay in full the Guaranteed Amounts
corresponding to the Final Redemption Amount in respect of the
relevant Series of Covered Bonds after payment of higher ranking
amounts and taking into account amounts ranking pari passu in the
Guarantee Priority of Payments). To the extent that the LLP has
received a Notice to Pay in sufficient time and has sufficient monies
to pay in part the Final Redemption Amount, such partial payment
shall be made by the LLP on any Interest Payment Date up to and
including the relevant Extended Due for Payment Date as described
in Condition 7(a) (Final redemption). Interest will continue to accrue
and be payable on the unpaid amount up to the Extended Due for
Payment Date in accordance with Condition 5 and the LLP will make
payments of Guaranteed Amounts constituting Scheduled Interest on
each relevant Due for Payment Date and Extended Due for Payment
Date.
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Denominations:

Taxation:

Cross Default:

Ratings:

Substitution:

Modifications in connection with a
Part VII Transfer:

Governing Law:

Selling Restrictions:

MiFID II product governance:

The Covered Bonds will be issued in such denominations as may be
agreed between the Issuer and the relevant Dealer(s) (subject to
compliance with all applicable legal and/or regulatory and/or central
bank requirements), save that the minimum denomination of each
Covered Bond will be €100,000 (or the equivalent in any other
currency).

Unless otherwise stated in the applicable Final Terms, the minimum
denomination of each Definitive Rule 144A Covered Bond will be
U.S.$200,000 or its approximate equivalent in any other currency.

All payments in respect of the Covered Bonds will be made without
deduction or withholding for or on account of United Kingdom taxes,
subject as provided in Condition 8 (Taxation). If any such deduction
or withholding is made the Issuer will, save in the limited
circumstances provided in Condition 8 (Taxation), be required to pay
additional amounts in respect of the amounts so deducted or withheld.
Under the Covered Bond Guarantee, the LLP will not be liable to pay
any such additional amounts that would have been payable by the
Issuer under Condition 8 (Taxation).

If an Issuer Acceleration Notice is served in respect of one Series of
Covered Bonds, then the Covered Bonds of all Series will accelerate
against the Issuer.

If an LLP Acceleration Notice is served in respect of any one Series
of Covered Bonds, then the obligation of the LLP to pay Guaranteed
Amounts in respect of all Series of Covered Bonds outstanding will
be accelerated.

Covered Bonds to be issued under the Programme have the ratings
specified in the applicable Final Terms on issuance.

The Bond Trustee may in certain circumstances, without the consent
of the Covered Bondholders, agree to the substitution of the Issuer, as
described in Condition 15(c) (Substitution of the Issuer).

In addition to the other rights of modification provided in the
Conditions (and notwithstanding that the transfer of the business,
operations, assets and liabilities of the Issuer pursuant to the Part VII
Transfer has operated by law), in light of the Part VII Transfer, the
Transaction Documents and/or the Conditions of any Covered Bonds
may be modified, subject to certain conditions (including the
provision of a Ratings Confirmation), in accordance with Condition
15(e).

English law.

There are restrictions on the offer, sale and transfer of Covered Bonds
and on the distribution of offering material in the United States, the
European Economic Area, the United Kingdom and Japan, see
"Subscription and Sale and Transfer and Selling Restrictions" below.

The Final Terms in respect of any Covered Bonds will include a
legend entitled “MiFID II Product Governance” which will outline
the target market assessment in respect of the Covered Bonds and
which channels for distribution of the Covered Bonds are appropriate.
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PRIIPs Regulation:

Risk Factors:

If the Final Terms in respect of any Covered Bonds includes a legend
entitled “Prohibition of Sales to EEA and UK Retail Investors”, the
Covered Bonds are not intended to be, and should not be, offered, sold
or otherwise made available to any retail investor in the EEA or in the
UK, and no key information document under the PRIIPs Regulation
will be prepared.

There are certain risks related to any issue of Covered Bonds under
the Programme, which investors should ensure they fully understand,
a non-exhaustive summary of which is set out under "Risk Factors"
from page 26 of this Prospectus.
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RISK FACTORS
This section describes the principal risk factors associated with an investment in the Covered Bonds.

Any investment in the Covered Bonds is subject to a number of risks. Prior to investing in the Covered Bonds,
prospective investors should carefully consider risk factors associated with any investment in the Covered Bonds,
the business of the Issuer and the industry in which it operates together with all other information contained in
this Prospectus, including, in particular the risk factors described below, before making any investment decision.
Words and expressions defined in the "Terms and Conditions of the Covered Bonds" below or elsewhere in this
Prospectus have the same meanings in this section.

Prospective investors should note that the following is not an exhaustive list or explanation of all risks which
investors may face when making an investment in the Covered Bonds and should be used as guidance only. The
Issuer has described only those risks relating to its ability to fulfil its obligations under the Covered Bonds that it
considers to be material. Additional risks and uncertainties relating to the Issuer that are not currently known to
the Issuer, or that it currently deems immaterial, may individually or cumulatively also have a material adverse
effect on the business, financial condition, results of operations and/or prospects of the Issuer and, if any such
risk should occur, the price of the Covered Bonds may decline and investors could lose all or part of their
investment. Investors should consider carefully whether an investment in the Covered Bonds is suitable for them
in light of the information in this Prospectus and their particular circumstances.

A. RISKS RELATING TO THE ISSUER
1. Credit Risk
1.1 The Issuer is subject to risks associated with customer and counterparty non-performance

Credit risk is the risk of loss of principal or interest stemming from a borrower's failure to meet
contractual obligations to the Issuer in accordance with the terms agreed. The Issuer has exposures to
many different products, counterparties and obligors whose credit quality can have a significant adverse
impact on the Issuer's business, results of operations, financial condition and prospects. Retail and
business lending activities account for most of the Issuer's credit risk. As at 30 September 2019, mortgage
lending comprised 82 per cent. of the Issuer's customer loan portfolio, business loans comprised 11 per
cent. and unsecured personal lending (including personal loans, credit cards and overdrafts) comprised
the balance.

Other sources of credit risk include but are not limited to the extension of credit commitments and
guarantees, the holding of investments for liquidity purposes (including UK gilts), inter-bank
transactions, letters of credit and trade financing, derivative transactions entered into for hedging
purposes, foreign exchange transactions, placing of deposits, acceptances and the settlement of
transactions.

Less favourable business or economic conditions, whether generally or in a specific industry sector or
geographic region, could cause counterparties and customers (especially those concentrated in areas
experiencing less favourable business or economic conditions) to experience an adverse financial
situation. This exposes the Issuer to the increased risk that those customers will fail to meet their
obligations in accordance with agreed terms. A deterioration in the economic conditions in the UK could
have an adverse impact on the Issuer's financial performance and position. Other factors that could have
an adverse impact include further financial market dislocation, which could lead to falling confidence,
increasing refinancing risk and contagion risk amongst market participants, counterparties and
customers.

In the ordinary course of its operations, the Issuer estimates and establishes provisions for credit risks
and the potential credit losses inherent in these exposures. This process, which is critical to the Issuer's
results and financial condition, requires complex judgements, including forecasts of how changing
macro-economic conditions might impair the ability of customers to repay their loans. The Issuer may
fail to adequately identify the relevant factors or accurately estimate the impact and/or magnitude of
identified factors, which could materially adversely affect its business, results of operations, financial
condition and prospects.

Further, there is a risk that, despite the Issuer's belief that it conducts an accurate assessment of customer
credit quality, customers are unable to meet their commitments as they fall due as a result of customer-
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specific circumstances, macro-economic factors or other external factors. The failure of customers to
meet their commitments as they fall due may result in higher impairment charges or a negative impact
on fair value in the Issuer's lending portfolio. A deterioration in customer credit quality and the
consequent increase in impairments could have a material adverse effect on the Issuer's business, results
of operations, financial condition and prospects.

The Issuer may face risks relating to the level of provision required in respect of its credit exposures

Collectively assessed provisioning for the Issuer's credit exposures is based on the probability that the
customer defaults on the loan (the "PD") and the amount the Issuer expects to be irrecoverable from that
customer (the "LGD"). The modelled collective assessment also considers factors such as credit quality;
levels of arrears; credit utilisation; loan to collateral ratios; and other factors including the Issuer's internal
customer rating system. These characteristics are indicative of the borrower's ability to pay all amounts
due according to the contractual terms of the assets being evaluated. Regular assessment takes place to
determine which of the Issuer's assets have deteriorated significantly since origination; those assets so
deteriorating attract a more punitive lifetime loss allowance.

Estimating the Issuer's collectively and individually assessed provisions requires the Issuer's directors to
exercise a significant amount of judgement, and incorporates the use of assumptions, the most significant
of which are the PD and LGD assumptions used in the Issuer's collective modelling process, which are
informed by a range of forward-looking economic scenarios and the identification and judgements made
in respect of loan files subject to individual assessment. The use of judgements and supportable estimates
is considered by management to be an essential part of the credit impairment process. This credit
impairment process, which is critical to the Issuer's results and financial condition, requires complex
judgements, including forecasts of how changing macro-economic conditions might impair the ability of
customers to repay their loans. The Issuer may fail to adequately identify the relevant factors or
accurately estimate the impact and/or magnitude of identified factors, which could materially adversely
affect its business, results of operations, financial condition and prospects.

The Issuer faces risk from the impact of climate change

There is a risk that the transition to a low carbon economy is either not effected quickly enough thereby
exacerbating climate risks, or too quickly with the impact of inadvertently choking off parts of the
economy and increasing levels of default and loss within certain economic sectors. This could have a
material adverse effect on the Issuer's business, financial condition, results of operations and prospects.

Business and Economic Risks
The Issuer is subject to risks arising from macro-economic conditions in the UK or globally

The Issuer's business is subject to inherent risks arising from macro-economic conditions in the UK. In
particular, levels of retail and business borrowing are heavily dependent on consumer confidence, the
UK property and mortgage market, employment trends, the level of inflation, market interest rates and
the broader state of the UK economy.

The evolution of the geo-political environment can also be expected to have a material impact on business
performance with ongoing uncertainties around the potential impacts of the UK's withdrawal from the
European Union (see "Risks in relation to the UK's exit from the EU" below) and the associated impacts
on the leadership of the country. The above will affect the future performance of the UK economy and
subsequently the banking industry. The extent to which any individual event or a combination of these
events will have an impact on the performance of the economy will evolve over the medium term.

As the Issuer's customer base is predominantly based in the UK, it will be significantly exposed to the
condition of the UK economy. In particular, factors such as UK house prices, levels of employment,
interest rates and change in consumers' disposable income can each have a material impact on a
customer's business. Should macro-economic conditions in the UK deteriorate (including as a result of
epidemics or pandemics or the fear of such crises (such as coronavirus, measles, SARS, Ebola, HINI,
Zika, avian influenza, swine flu, or other epidemic diseases)) or should there be uncertainty and/or
volatility in relation to these factors, this could adversely impact the Issuer's business, results of
operations, financial condition and prospects.
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The Issuer's operations are focussed in its core regions in the UK, including Scotland. These operations
could be adversely affected by a lack of legal harmonisation across the UK, including through the further
devolution of powers to the Scottish Parliament. For example, differences in regulatory regimes or
differing tax legislation between Scotland and England may result in additional compliance and other
costs for the Issuer or adversely impact the financial performance and prospects of its customers. Another
referendum on Scottish independence which results in Scotland leaving the UK may exacerbate these
issues and impact the Issuer's associated costs, business, results of operations, financial condition and
prospects.

In addition, changes in global economic conditions or circumstances (in particular in the Eurozone) may
have secondary consequences that adversely impact the Issuer's results of operations and financial
condition. For example, central banks around the world have made efforts to increase liquidity in the
financial markets, by taking measures such as increasing the amounts they lend directly to financial
institutions and lowering interest rates. However, it is not certain how long or on what terms these central
bank schemes will continue. There is some market expectation that certain central banks, including the
Bank of England (the "BoE"), may tighten their monetary policy to increase interest rates back to levels
closer to historical norms, however this is expected to occur over a number of years with current
consensus reflecting only one further increase across the medium term. A prolonged period of low
interest rates carries the risk that market participants may take on or have taken on more risk than they
expected in a "search for yield", leaving them exposed to an earlier or more rapid than expected tightening
in monetary policy.

In addition, volatility in credit, currency and equity markets globally (including caused by any illness
arising in connection with an epidemic or pandemic or the fear of such crises (as a result of coronavirus,
measles, SARS, Ebola, HIN1, Zika, avian influenza, swine flu, or other epidemic diseases)) may result
in uncertainty that could affect all banks, including the Issuer. Market volatility during the global
financial crisis led to, and may in the future lead to, the following (amongst other factors):

(a) increased cost of funding and/or reduced availability of funding;
(b) deterioration in the value and liquidity of assets (including collateral);
(©) inability to price or difficulty in pricing certain assets;

(d) higher provisions for bad and doubtful debts;

(e) an increased likelihood of customer and counterparty default and credit losses;
) mark-to-market losses in the value of assets and liabilities;

(2) economic exposures from hedging activities;

(h) increased cost of insurance and/or lack of available insurance; and

(1) lower growth, business revenues and earnings.

The historical results of operations and financial condition of the Issuer have been, and future results of
operations and financial condition are likely to continue to be, affected by these factors, which should
they have an adverse effect on consumer confidence, spending or demand for credit, could have a
material adverse effect on the Issuer's business, capital position, financial condition, results of operations
and prospects

Concentration of credit risk could increase the Issuer's potential for significant losses

Substantially all of the Issuer's assets and business is related to customers in the UK and, in the case of
mortgages, there are concentrations in Greater London, the rest of the South of England, the North of
England and Scotland. Each geographic region within the United Kingdom has different economic
features and prospects. Any downturn in a local economy or particular industry may adversely affect
regional employment levels and consequently the repayment ability of borrowers in respect of mortgage
or other loans in a region that relies to a greater extent on that industry. In the event of adverse economic
conditions, including interest rates and levels of unemployment, in regions within the UK where the
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Issuer has significant business or assets, concentrations of credit risk could cause it to experience greater
losses than some competitors.

In addition, the Issuer faces concentration risks relating to its agricultural lending. The Issuer could be
disproportionately impacted compared to some competitors by a deterioration of market conditions in
the agricultural sector due to, for example, adverse seasonal weather patterns, falling land prices, global
oversupply and volatility in commodity markets, changes in government policy such as reductions to
farming subsidies (including, after the UK's withdrawal from the EU, those provided via the EU Common
Agricultural Policy), dairy price pressure reducing the profitability of dairy producers or an outbreak of
livestock disease such as foot and mouth disease. While the Issuer regularly monitors its credit portfolios
to assess potential concentration risk, efforts to divest, diversify or manage the Issuer's credit portfolio
against concentration risks may not be successful. Concentration of credit risk could result in a material
adverse effect on the Issuer's business, results of operations, financial condition and prospects.

The Issuer is subject to risks associated with interest rate levels and volatility

Interest rates, which are impacted by factors outside of the Issuer's control, including the fiscal and
monetary policies of governments and central banks, as well as UK and international political and
economic conditions, affect the Issuer's results of operations, financial condition and return on capital in
three principal areas: cost and availability of funding, impairment levels and net interest income and
margins.

First, interest rates affect the cost and availability of the principal sources of the Issuer's funding, which
is largely provided by customer deposits (in the form of personal current accounts ("PCAs"), business
current accounts ("BCAs") and savings accounts) and wholesale funding from the capital markets, in the
form of residential mortgage backed securities ("RMBS"), covered bonds and senior debt. The sustained
low interest rate environment in recent years has resulted in the Issuer's absolute cost of funding
remaining relatively low by historical standards, by reducing the interest payable on customer deposits.
However, it has also reduced incentives for consumers to save and, in doing so, potentially affected the
amount of funding from customer deposits that could be provided to banks, as consumers are incentivised
to seek alternative investments offering returns higher than those offered by PCAs, BCAs or savings
accounts. The sustained low interest rate environment in recent years has also reduced incentives for
consumers to transfer balances to accounts. If and when interest rates increase, customers may
increasingly transfer PCA and BCA balances, as well as other deposit balances, to higher rate products,
which could result in increased interest expense and/or reduced deposit volumes for the Issuer.

The Issuer raises funding from a number of wholesale sources, including secured funding through RMBS
and covered bond programmes, senior debt from its global medium term note programme and shorter-
term wholesale funding. Any significant increase in interest rates could have a material adverse impact
on the availability and interest cost of such funding.

Secondly, interest rates impact the Issuer's impairment levels, particularly because (if passed on to
customers) they affect customer affordability of mortgages, as well as the ability of individuals and
businesses to borrow and service loans. An increase in interest rates, without a comparable increase in
customer income or business revenues and profits, could, for example, lead to an increase in default rates
among customers who can no longer afford their repayments, in turn leading to increased impairment
charges and lower profitability for the Issuer. A high interest rate environment may also reduce demand
for mortgages and other loans generally, as individuals and business customers may be less likely or less
able to borrow when interest rates are high. A high interest rate environment may result in other forms
of financing, such as equity capital for businesses, becoming more attractive, thereby reducing the
Issuer's lending and related income. In a low interest rate environment, there is a risk that borrowers at
early levels of financial distress will not be identified in a timely manner, as they may continue to be able
to service their loans, which may contribute to higher impairment levels in the future. This may be
exacerbated when interest rates change frequently.

Thirdly, interest rates affect the Issuer's net interest income and margins. As at the date of this Prospectus,
the BoE base rate was 0.25 per cent., having been held at historically low levels since March 2009. In
the 30 years preceding December 2007, the lowest level of the base rate was 3.5 per cent. This low
interest rate environment has impacted net interest income and margins throughout the UK banking
industry, including at the Issuer. Over the last few years, the sustained period of low interest rates resulted
in lower returns on low interest bearing and non interest bearing current accounts and capital, reducing
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the Issuer's net interest income and net interest margin. The Issuer's business and financial performance
and net interest income and margin may continue to be adversely affected by the continued low interest
rate environment.

In the event of sudden, large or frequent increases in interest rates, the Issuer may not be able to re-price
its floating rate assets and liabilities at the same time, giving rise to re-pricing gaps in the short term,
which may negatively affect its net interest income and net interest margin.

Moreover, the Issuer's variable rate savings accounts and other floating rate liabilities expose the Issuer
to the risk of increased costs if interest rates increase. In an increasing interest rate environment, the
Issuer may also be more exposed to re-pricing of its liabilities than competitors with a lower proportion
of variable rate deposits or other liabilities.

If the Issuer is unable to manage its exposure to interest rate volatility, whether through hedging, product
pricing, monitoring of borrower credit quality or other means, such volatility could have a material
adverse effect on its business, financial condition, results of operations and prospects.

Risks in relation to the UK's exit from the EU

The United Kingdom left the European Union ("EU") on 31 January 2020 at 11pm local time. At that
time, the EU treaties automatically ceased to apply to the UK. However, as part of the withdrawal
agreement between the UK and the EU, an implementation period has been agreed which will extend the
application of EU law and provide for continuing membership of the EU single market until the end of
2020 (with the possibility of extension). The withdrawal agreement does not in general address the future
relationship between the UK and the EU which will be the subject of a separate negotiation and
agreement between the UK and the EU. In addition to the economic and market uncertainty this brings
(see "Market uncertainty" below), there are a number of other potential risks which may arise. If any of
these risks materialise, they could have a material adverse effect on the Issuer's business, prospects or
results of operations:

(a) Political uncertainty

Political uncertainty could continue as the new relationship between the UK and the EU is
negotiated and then implemented and could lead to a high degree of economic and market
disruption and legal uncertainty. It is not possible to ascertain how long this period will last and
the impact it will have on the UK in general. The Issuer cannot predict when or if political
stability will return.

(b) Legal uncertainty

A significant proportion of English and Scots law currently derives from or is designed to
operate in concert with EU law. This is especially true of English and Scots law relating to
financial markets, financial services, prudential and conduct regulation of financial institutions,
bank recovery and resolution, payment services and systems, settlement finality, market
infrastructure and mortgage and consumer credit regulation. Depending on the timing and terms
of the UK''s exit from the EU, significant changes to English and Scots law in areas relevant to
the Issuer can be expected. The Issuer cannot predict what any such changes will be. This could
increase uncertainty and compliance costs for the Issuer.

(c) Regulatory uncertainty

There is significant uncertainty about how EU27 financial institutions with assets (including
branches) in the UK will be regulated and vice versa. At present, the EU single market regulation
allows regulated financial institutions (including credit institutions, investment firms,
alternative investment fund managers, insurance and reinsurance undertakings) to benefit from
a passporting system for regulatory authorisations required to conduct its businesses, as well as
facilitating mutual rights of access to important elements of market infrastructure such as
payment and settlement systems. EU law is also the framework for mutual recognition of bank
recovery and resolution regimes.

Following the end of the implementation period under the withdrawal agreement, the current
passporting arrangements will cease to be effective, as will the current mutual rights of access
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(e)

®

to market infrastructure and current arrangements for mutual recognition of bank recovery and
resolution regimes. The ability of regulated financial institutions to continue to do business
between the UK and the EU after the UK ceases to be an EU Member State would therefore be
subject to separate arrangements between the UK and the EU, in respect of which negotiations
are ongoing. There can be no assurance that there will be any such arrangements concluded and,
if they are concluded, on what terms. The Issuer may therefore be at risk of losing the ability to
passport into EU Member States. Currently, as set out in the Financial Services Register, the
Bank has the ability to exercise passporting rights to certain EEA jurisdictions. Given that all
of the Issuer's activities are UK-based, it does not currently rely on those permissions and has
no plans to do so in the future. The loss of passporting would, however, impact the Issuer's
ability to carry out business in EEA countries to the extent it wished to do so in the future.

Market uncertainty

Since 2016, there has been volatility and disruption of the capital, currency and credit markets,
including the market for debt and equity securities. There may be further volatility and
disruption depending on the conduct and progress of the exit process and negotiations
surrounding the future relationship of the UK and the EU.

Wider UK constitutional implications

The UK's exit from the EU and the 2019 General Election have also caused increased
constitutional tension within the UK. The majority of voters in both Scotland and Northern
Ireland voted to remain in the EU. Leading political figures in both Scotland and Northern
Ireland have suggested that they have a mandate from their voters to remain in the EU and might
seek to leave the United Kingdom in order to achieve that outcome. The border between
Northern Ireland and the Republic of Ireland has been a particularly difficult and contentious
issue in the withdrawal negotiations and is expected to continue to be a significant issue in the
context of the negotiations on the future relationship between the UK and the EU. In respect of
Scottish independence from the United Kingdom, the First Minister of Scotland has previously
announced an intention to hold a second independence referendum by May 2021. The Issuer
cannot predict the outcome of this continuing constitutional tension or how the future departure
of Scotland and/or Northern Ireland from the UK would affect the Issuer's business, prospects
and results of operations.

In particular, whilst as the Issuer is headquartered and incorporated in Scotland, a future
departure of Scotland from the UK would impact the fiscal, monetary and regulatory landscape
to which the Issuer is subject. While the operational consequences of independence remain
uncertain, it could (i) result in changes to the economic climate in Scotland and political and
policy developments, (ii) have an impact on Scots law, regulation accounting or administrative
practice in Scotland, and/or (iii) result in Scotland not continuing to use pounds sterling as its
base currency, which could have a material adverse effect on the Issuer's business, prospects
and results of operations.

Risks and uncertainties associated with a departure of Scotland from the UK could materialise
both before any referendum for independence takes place and, in addition, in the case of a vote
for independence, after the referendum but before independence. The final negotiated terms of
independence, as well as the risks and uncertainty created, could have an adverse impact on the
Issuer's business and financial performance more generally.

Rating actions

S&P and Fitch have a negative outlook and watch, respectively, on the UK sovereign rating,
suggesting a possibility of further negative rating action. The rating of the sovereign may affect
the ratings of entities operating in its territory, and in particular the ratings of financial
institutions. Further downgrades of the sovereign rating may result in downgrades of the Group's
ratings and Group entities, which may increase its borrowing costs or challenge its access to
wholesale funding from capital markets.
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(2) Covered Bonds

Due to the ongoing political uncertainty as regards the structure of the future relationship
between the UK and the European Union, it is not possible to determine the precise impact on
general economic conditions in the UK (including on the performance of the UK housing
market) and/or on the business of the Issuer or any other party to the Transaction Documents.

Prospective investors should also note that the regulatory position of the Covered Bonds may
be affected as a result of regulatory requirements, which restrict the availability of preferential
treatment (including with respect to investment limits, regulatory capital and liquidity standards)
to covered bonds issued by a credit institution with its registered office in an EEA state and
subject to continued supervision by the relevant designated competent authority in the EEA (as
to which, please also refer to the risk factor entitled “Regulatory treatment of Covered bonds”
above).

It is uncertain whether such preferential treatment will remain available in respect of the
Covered Bonds after the end of the transition period, although the final position will depend in
part on the terms of the future relationship to be agreed between the UK and the European Union.
Investors in the Covered Bonds are responsible for analysing their own regulatory position and
none of the Issuer or the Arrangers makes any representation to any prospective investor
regarding the regulatory treatment of their investment at the time of investment or at any time
in the future.

In addition, future UK political developments, including but not limited to the UK’s withdrawal
from the European Union and/or any changes in government structure and policies, could affect
the fiscal, monetary and regulatory landscape to which the Issuer is subject and also therefore
its financing availability and terms. Consequently no assurance can be given that the Issuer’s
operating results, financial condition and prospects would not be adversely impacted as a result.

No assurance can be given that any of the matters outlined above would not adversely affect the
ability of the Issuer to satisfy its obligations under the Covered Bonds and/or the market value
and/or liquidity of the Covered Bonds in the secondary market.

The Issuer could be negatively affected by actual or perceived deterioration in the soundness of
other financial institutions and counterparties

Given the high level of interdependence between financial institutions, the Issuer is and will be subject
to the risk of actual or perceived deterioration of the commercial and financial soundness, or perceived
soundness, of other financial services institutions. Whilst highly unlikely, concerns about, or a default
by, one institution could lead to significant liquidity problems, losses or defaults by other institutions
because the commercial and financial soundness of many financial institutions may be closely related as
a result of its credit, trading, clearing or other relationships. Even the perceived lack of creditworthiness
of, or questions about, a counterparty may lead to market-wide liquidity problems and losses or defaults
by the Issuer or by other institutions. This risk is sometimes referred to as "systemic risk" and may
adversely affect financial intermediaries, such as clearing agencies, industry payment systems, clearing
houses, banks, securities firms and exchanges with whom the Issuer interacts on a daily basis. Whilst
this risk is highly unlikely to materialise, systemic risk could have a material adverse effect on the Issuer's
ability to raise new funding and on its business, financial condition, results of operations and prospects.

The Issuer routinely executes transactions with counterparties in the financial services industry, including
brokers and dealers, commercial banks and other institutional counterparties, resulting in large daily
settlement amounts that may give rise to significant credit exposure. In particular, the Issuer interacts
with these financial institutions through a variety of interbank electronic payments systems that underpin
clearing and settlement amongst financial institutions. As a result, the Issuer faces concentration risk
with respect to specific counterparties including payment system participants and operators. In addition,
the Issuer has counterparty and operational risk with LCH. Clearnet Limited that acts as a clearing
provider, on an arm's-length basis, for central clearing of derivative transactions. A default by, or
concerns about, the creditworthiness of these companies or one or more other financial services
institutions could therefore have a material adverse effect on the Issuer's ability to raise new funding,
financial condition, results of operations, liquidity or business prospects.

32



2.6

The Issuer faces risks associated with the implementation of its medium-term growth strategy

The Issuer faces a variety of risks associated with the implementation of its medium-term growth
strategy. A failure to achieve its strategic objectives including pioneering growth, delighted customers
and colleagues, super straightforward efficiency and discipline and sustainability, as described in more
detail in the section titled "Information on the Issuer" below, would have an adverse impact on the
Issuer's ability to attract and retain customers, its reputation and its business, results of operations,
financial condition and prospects, which in turn could have an adverse impact on the price of the Covered
Bonds in the secondary market.

Risks associated with the Issuer's strategy to drive pioneering growth in its loan portfolio and deposit
base

In seeking to grow its mortgage, business lending and unsecured personal lending books, the Issuer is
susceptible to the risk of reduced asset quality and increased impairment losses in its customer loan
portfolio due to it broadening its target market or loosening its underwriting or lending criteria in order
to attract additional customers, or applying a broader interpretation of existing underwriting or lending
criteria. The Issuer is also subject to the risk of increased competition, including competition based on
price, in seeking to grow its customer loan portfolio, which could adversely affect the Issuer's net interest
margin and returns. Furthermore, banks seeking growth through increased lending volumes may also
incur higher impairments and increased conduct risks, in particular those relating to the mis-selling of
products or lending that is deemed irresponsible and/or services that are either poorly matched with, or
superfluous to, customer needs. If the Issuer fails to manage these risks adequately, it could result in legal
or regulatory action against the Issuer, reputational damage to its brands and adverse impacts on the
implementation of its medium-term growth strategy.

The Issuer's continued ability to maintain and grow its customer loan portfolio depends on continued
access to customer deposits and other sources of funding in quantities sufficient to finance and refinance
the portfolio at costs that the Issuer considers to be commercially acceptable. A key component of the
Issuer's medium-term growth strategy is to grow its retail and business deposits, and in particular to
increase the volume of new PCA and BCA accounts, in order to fund the growth of its business and
maintain the loans-to-customer deposits ratio ("LDR") at its targeted level. Access to customer deposits
is subject to competition and market factors that are outside of the Issuer's control, and accordingly it
may need to increase the interest rates it offers to customers in order to attract deposits, which may result
in increased interest expense, reduced net interest income and reduced net interest margin. The Issuer
may not be able to obtain and maintain access to sufficient customer deposits, or other sources of funding
at costs which are commercially acceptable, to finance its planned medium-term growth.

Risks associated with the Issuer's digital strategy

A core part of the Issuer's medium-term growth strategy is strengthening its digital platform to support
the delivery of a consistent and seamless experience for customers through the Issuer's omni-channel
distribution platform, creating new digital propositions to support new customer acquisition and
customer retention, and simplifying its operating platform to drive efficiency, process simplification and
customer acquisition. If the Issuer fails to successfully execute its digital strategy, fails to invest
sufficiently, fails to invest to the same extent as its competitors, fails to invest in appropriate technologies
or customers (in particular business customers), or fails to adopt the high-tech, light touch service model
that the Issuer's medium-term growth strategy anticipates, the Issuer's business, results of operations,
financial condition and prospects could be materially adversely affected. The Issuer also may be required
to make further expenditure or investments (such as marketing, customer incentives or pricing changes)
to achieve its strategic targets. Further innovation by competitors, for example through "digital
disruption" of existing product or service markets causing changes in consumer demands and behaviours,
or other changes in consumer behaviour, may require it to adapt its plans and/or revise its strategy,
causing delay in its implementation or resulting in additional costs. There is a risk that the execution of
the Issuer's digital strategy will increase the demands on its existing on-boarding, monitoring and
screening IT systems. The failure of any of these IT systems to meet such increased requirements could
have a material adverse effect on the Issuer's business, results of operations, financial condition and
prospects. Any failure to successfully implement its digital strategy, delay in such implementation or
failure to keep pace with further changes in the industry could have a material adverse effect on the
Issuer's business, results of operations, financial condition and prospects.
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A risk event, such as compliance breaches, cyber-enabled crime and fraud (for further information, see
the risk factor entitled "The Issuer is exposed to risks associated with cyber-enabled crime and fraud"
below), or a significant operational or technology failure, may adversely affect the execution of the
Issuer's digital strategy, which could lead to a material adverse effect on the Issuer's business, results of
operations, financial condition and prospects.

Execution and other risks associated with the Issuer's medium-term growth strategy

The Issuer's ability to implement its medium-term growth strategy and any future strategy successfully
is subject to execution risks, including those relating to the management of its cost base and limitations
in its management and operational capacity. The implementation of its medium-term growth strategy
will require management to make complex judgements, including anticipating customer needs and
customer behaviour across a wide range of retail and business banking products, and anticipating
competitor activity, legal and regulatory changes and the likely direction of a number of macro-economic
factors regarding the UK economy and the retail and business banking sector. In addition, the Issuer may
fail to achieve management's guidance, targets or expectations in respect of the Issuer's net interest
margin, operating and administrative expenses, standalone costs as a listed entity, return on tangible
equity, dividends, growth in mortgage lending, total retail lending and/or business lending, growth in
mortgage market share, business lending market share, PCA market share and/or BCA market share, or
in the development of the Issuer's asset quality, cost-to-income, CET1 capital and/or LDR, or other
financial or key performance indicators.

The risk that some or all of these targets and expectations may fail to be achieved may be a consequence
of internal factors such as a failure to effectively manage its cost base. The risk may also be exacerbated
or caused by a number of external factors, including a downturn in the UK, European or global economy,
increased competition in the UK retail and small and medium-sized enterprises ("SMEs") banking sector
and/or significant or unexpected changes in the regulation of the financial services sector in the UK or
Europe or in relation to the payment of dividends. A failure to successfully manage the implementation
of its medium-term growth strategy for the foregoing could have a material adverse effect on the Issuer's
business, results of operations, financial condition and prospects.

The Issuer may fail to successfully acquire RBS SME customers through the Incentivised
Switching Scheme, which could have an adverse impact on the Issuer's ability to further enhance
the competitiveness in the business banking market

Competitive pressures in the business banking market remain high, with the large incumbent banks with
full service capabilities and scale advantages continuing to account for significant portions of the market
share amongst SME customers. The alternative package proposed by the UK authorities to replace the
commitment for The Royal Bank of Scotland ("RBS") to divest Williams & Glyn, required as part of
RBS's restructuring plan (the "RBS Alternative Remedies Scheme"), has received significant focus
across the sector since its announcement in September 2017. Eligible "challenger banks" were able to
apply to participate in an incentivised switching scheme (the "Incentivised Switching Scheme"), which
went live on 25 February 2019, through which certain RBS SME customers are being financially
incentivised to switch their BCAs from RBS to participating "challenger" banks. The RBS Alternative
Remedies Scheme has been designed to facilitate the divestment of three per cent. of the BCA market
share in the UK SME banking market from RBS to the "challenger" segment.

The Issuer has been selected to participate in the Incentivised Switching Scheme, and remains focused
on competing at scale in the Incentivised Switching Scheme, however there is no guarantee that the Issuer
will continue to attract RBS SME customers through the Incentivised Switching Scheme. Whilst the
Issuer has a well-established business banking proposition, with ahead of market rate new business
customer acquisition and SME asset growth, and a clear plan for further growth within its existing
strategy, any failure by the Issuer to continue to successfully acquire RBS SME customers through the
Incentivised Switching Scheme, could weaken the Issuer's ability to compete at the same level as, and
further enhance its existing competitive capabilities against, the existing incumbent UK banks and other
firms in the banking and financial services sector.

Furthermore, the Issuer has incurred costs in preparing for its participation in the Incentivised Switching
Scheme. The Issuer may continue to incur such costs. There is no guarantee that the Issuer will receive
any benefit despite incurring these costs. Such costs could have a material adverse effect on the Issuer's
business, results of operations, financial condition and prospects.
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The Issuer will be subject to risks related to volatility in UK house prices

The Issuer's primary activity is providing banking services to retail customers and to businesses,
including mortgage lending in the UK secured against residential property. The value of that security is
influenced by UK house prices. A substantial proportion of the Issuer's net interest income is derived
from interest paid on its mortgage portfolio. As at 30 September 2019, 82 per cent. of the Issuer's
customer loans by value were mortgages (both owner-occupied and buy-to-let). Any deterioration in the
quality of the Issuer's mortgage portfolio could have a material adverse effect on its business, financial
condition, results of operations and prospects.

Historically, downturns in the UK economy have had a negative effect on the UK housing market. A fall
in property prices could result in borrowers having insufficient equity to refinance their mortgage loans
or being unable to sell the mortgaged property at a price sufficient to repay the amounts outstanding on
the mortgage loan, which could lead to an increase in customer defaults. Increased defaults could lead to
higher impairment provisions and losses being incurred by the Issuer. Higher impairment provisions
could reduce its capital and its ability to engage in lending and other income-generating activities. As a
result, a decline in house prices could have a material adverse effect on the Issuer's business, financial
condition, results of operations and prospects.

In addition, a significant increase in house prices could have a negative impact on the Issuer by reducing
the affordability of homes for first-time buyers or those looking to purchase more expensive properties
and, if such increases were to result in a decrease in the number of customers that could afford to purchase
houses, a reduction in demand for new mortgages. Sustained volatility in UK house prices could also
discourage potential homebuyers from committing to a purchase, thereby limiting the Issuer's ability to
grow its mortgage portfolio in the UK.

The UK Government's "Term Funding Scheme" ("TFS"), reaches its final maturity in 2022. As a result,
UK banks will have to replace these funds from other sources, which may be at a higher cost, which
could lead to lower lending and/or higher mortgage interest rates and which could also contribute to
volatility in house prices. The termination of the UK Government's "Help to Buy" programme (or its
Scottish equivalent scheme), could lead to a decrease in house prices. Alternatively, a prolonged
continuation of the "Help to Buy" programme could lead to increases in house prices and a resultant
"bubble" in the housing market.

For information on the Issuer's exposure to the TFS, please refer to the risk factor entitled "7The Issuer is
subject to risks relating to the availability of liquidity and funding at a commercially acceptable cost"
below.

Borrowers of buy-to-let mortgages have benefited in recent years from a combination of low interest
rates, rising house prices and increasing rents. First time buyers have struggled to raise the required
deposit to allow them to purchase their own homes. If rental rates were to decrease or remain stagnant,
interest rates were to increase, further tax changes were to reduce the post-tax return on buy-to-let
investments and/or the economy were to weaken and place pressure on employment, consumer incomes
and/or house prices, the credit performance of the Issuer's buy-to-let mortgage book could deteriorate,
which in turn could have a material adverse effect on the Issuer's business, financial condition, results of
operations and prospects.

The future impact of these changes and other regulatory changes or UK Government programmes on the
UK housing market, and whether or not the Issuer participates in them, is difficult to predict and plan
for. Volatility in the UK housing market occurring as a result of such changes, such as a decrease in
mortgage volumes due to stricter lending criteria, or for any other reason, could have a material adverse
effect on the Issuer's business, financial condition, results of operations and prospects.

The Issuer is exposed to risks relating to the supply and affordability of property in the UK

The Issuer's owner-occupied and buy-to-let mortgage lending is and will be dependent on a number of
factors related to the supply and affordability of property in the UK.

In October 2014, the UK Prudential Regulation Authority (the "PRA"), issued rules and the FCA issued
guidance to limit the volume of new mortgage lending for owner-occupied housing for loans with a loan-
to-income ratio of over 4.5 times to no more than 15 per cent. of new loans, implementing a
recommendation made in June 2014 by the Financial Policy Committee, a BoE committee responsible
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for ensuring financial stability. For the Issuer to maintain and grow its mortgage portfolio, the prices of
new and existing properties must be at levels, relative to the income of purchasers, to allow them to
borrow within the parameters of these regulatory restrictions on lending. If house prices are at too high
a multiple of customer income, whether as a result of rising house prices and/or low customer income
growth, potential customers will be unable to borrow, and the supply of mortgages will decrease.

The Issuer's owner-occupied mortgage lending requires a supply of newly built or developed property
coming to the market that relies on mortgage lending for financing, as well as transaction volumes within
the market for existing property being at a sufficiently high level to support a profitable level of owner-
occupied mortgage lending. A decrease in housing transaction volumes could lead to a reduction in
demand for owner-occupied mortgages and a fall in related mortgage revenues, which could have a
material adverse effect on the Issuer's business, financial condition, results of operations and prospects.

Average house prices in the UK have generally been on an upward trend since February 2009, but the
annual rate of house price growth has generally slowed since the end of 2014. If UK house prices were,
in the future, to begin to follow a falling trend or if house prices in those regions that the Issuer has
significant exposure begin to follow a falling trend, in particular in Scotland, the North of England, the
South East of England and London, this would be likely to result in an increase in the Issuer's residential
mortgage loan impairment charges as the value of the security underlying its mortgage loans is eroded.
Higher impairment charges could reduce the Issuer's profitability, capital and its ability to engage in
lending and other income generating activities and, therefore, could have a material adverse effect on the
Issuer's business and potentially on its ability to implement its medium-term growth strategy.

The Issuer's buy-to-let lending primarily targets lending to high and medium net worth clients looking to
diversify their investments. The buy-to-let market in the UK is predominantly dependent upon yields
from rental income to support mortgage interest payments and capital gains from capital appreciation.
Falling or flat rental rates and decreasing capital values (whether accompanied by higher mortgage
interest rates or not), coupled with stricter affordability tests introduced in 2017, the 3 per cent. stamp
duty surcharge on purchases of buy-to-let and second homes for sales completed on or after 1 April 2016
and the stress-testing of interest rate rises, could reduce potential returns from buy-to-let properties,
which could have an adverse impact on profitability and thus a material adverse effect on the Issuer's
business, financial condition, results of operations and prospects.

The Issuer is exposed to the risk of customers who have interest-only owner-occupied mortgage
loans are unable to repay their loans in full at maturity

The Issuer provides mortgages to customers to enable them to purchase property for owner occupation.
Such mortgages may be provided on a capital repayment basis, where the loan is repaid during its life,
or on an interest-only basis, in which case the customer pays interest during the term of the mortgage
loan with the principal balance being required to be repaid in full at maturity. In respect of owner
occupied interest-only mortgage customers, assessments of capital repayment strategies may be
incomplete or out-of-date and consequently, the Issuer may lack information to accurately evaluate the
related repayment risk. As a result, it may have reduced visibility of future repayment issues in respect
of its interest-only residential mortgages, which could limit the Issuer's ability to estimate and establish
provisions to cover exposures resulting from these mortgages.

While property sale is an acceptable method of repayment for buy-to-let mortgages, owner-occupied
mortgage customers taking out interest-only mortgages are required by regulation to have capital
repayment strategies. Where such repayment strategies are inadequate or have not been executed as
planned, the Issuer is exposed to the risk that the outstanding principal balance on interest-only loans for
owner-occupied mortgages is not repaid in full at the contractual maturity date. The Issuer provides a
variety of solutions to support customers in such instances, but these solutions may not always result in
customers being able to repay their loans or to continue to service the interest payments where the capital
sum remains outstanding. Where the solutions are unsuccessful there may be increased impairment
charges on the Issuer's owner-occupied mortgage portfolio which could have a material adverse effect
on its profitability and, therefore, could have a material adverse effect on the Issuer's business, financial
condition, results of operations and prospects. The risk increases if, at the maturity of the loan, the
customer is no longer in paid employment and is relying on reduced sources of income, such as pension
income or unemployment benefits, to continue to meet the loan interest payments and agreed capital
repayments.
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The Issuer may lose the right to use the "Virgin" and "Virgin Money" brands (which it does not
own)

In order for the Issuer to use the "Virgin" and "Virgin Money" names and brands (which it does not own),
the Issuer is required to comply with certain obligations under the brand licence agreement entered into
between VMUK and Virgin Enterprises Limited ("Virgin Enterprises") (the "Brand Licence
Agreement"). The Brand Licence Agreement has a perpetual term. Virgin Enterprises has the right to
terminate the Brand Licence Agreement in certain circumstances, including amongst other things: (i) if
VMUK challenges Virgin Enterprises' ownership of, entitlement to license and/or the validity of the
licensed trade marks; (ii) on VMUK's insolvency; (iii) upon VMUK's material, unremedied breach of the
Brand Licence Agreement; (iv) if VMUK undergoes a change of control and the acquirer is a direct
competitor of Virgin Enterprises (or any of its licensees) in the UK, or an entity involved in any business
or activity, or possessing a reputation or financial standing which would be reasonably likely to
materially damage the value or reputation of the "Virgin Money" or "Virgin" brands; and (v) VMUK's
failure to comply with the must-use requirement under the Brand Licence Agreement (which requires,
following the rebranding period (which is expected to end no later than 3 years from the completion of
the Part VII Transfer which transferred substantially all of the business of Virgin Money plc to the Issuer)
at least 80 per cent. of the Group's turnover to be generated under the marks licensed by Virgin
Enterprises). In certain circumstances, the termination of the Brand Licence Agreement by Virgin
Enterprises for cause entitles it to receive a termination fee from the Company in lieu of a damage claim.
Loss of the Group's rights to use the "Virgin" and "Virgin Money" names and brands under the Brand
Licence Agreement could have a material adverse effect on the Group's business, financial condition,
results of operations and/or prospects.

Virgin Enterprises may allow other Virgin Enterprises licensees to use the "Virgin" name and brand for
financial products and services in certain defined circumstances. The use by any other Virgin Enterprises
licensee of the "Virgin" name in relation to financial services and products may represent a dilution of
the Group's exclusivity in the financial services field, and could: (i) cause customer confusion and (ii)
create potential reputational damage if the Virgin Enterprises licensee providing the ancillary financial
products or services does anything that damages the goodwill of the brand.

The reputation of the Issuer and its brands may be damaged by the actions, behaviour or
performance of numerous persons

The Issuer offers its full-service retail and business banking proposition through its "Clydesdale Bank",
"Yorkshire Bank", "Virgin Money" and "B" brands. Virgin Enterprises permits the Issuer, subject to
certain exclusions and reservations of rights, exclusive and perpetual access to use the "Virgin Money"
brand in respect of all banking and financial services and products which are offered in the ordinary
course of business by UK clearing banks, challenger banks, all investment or savings products and
services, and all insurance products and services, as well as certain related non-exclusive rights to use
the "Virgin" trademarks. Any event or circumstance that causes damage to the Issuer or its brands could
have a material adverse effect on its business, results of operations, financial condition and prospects.

The Issuer's brands may be damaged by the actions, behaviour or performance of its employees, affiliates,
suppliers, counterparties, regulators, customers and/or other activists, or the financial services industry
generally. A risk event, such as compliance breaches, cyber-enabled crime and fraud (for further
information, see the risk factor below entitled "The Issuer is exposed to risks associated with cyber-
enabled crime and fraud"), or a significant operational or technology failure, or a fall in customer service
levels, or demonstrations by customers and/or other activists, may cause business disruption or adversely
affect the perceptions of the Issuer held by the public, shareholders, investors, customers, employees,
regulators or rating agencies. A risk event itself may expose the Issuer to direct losses as a result of
litigation, fines and penalties, remediation costs or loss of key personnel as well as potential impacts on
the Issuer’s share price. There is also a risk that customers may not support or may be deterred by the
rebranding of the Issuer's business and/or the ongoing use of the "Virgin Money" brand, which may
adversely impact the Issuer's business, results of operations, financial condition and prospects.

In particular, the "Virgin" brand is used in a wide range of different economic sectors in the UK and
internationally. The Issuer is exposed to the risk that others associated with the "Virgin" brand, including
Sir Richard Branson and his family or other companies which use the "Virgin" brand, may bring the
brand into disrepute. The "Virgin" brand is positioned as an innovative brand and many of the ventures
to which it is attached are in the public eye. The Issuer faces the risk that should any of such innovative
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activities not be successful, this will be heavily reported and there may be a negative effect on the
reputation and the strength of the "Virgin" brand which may have similar consequences for the "Virgin
Money" brand or the Issuer and its brands generally. Furthermore, should Sir Richard Branson cease to
be connected to the "Virgin" brand, for example, through exiting the business or upon his death, the
goodwill of the "Virgin" brand, especially the brand's popularity with consumers, may suffer a decline
which may have similar consequences on the "Virgin Money" brand.

Reputational damage to the Issuer or its brands may adversely impact the Issuer's ability to attract and
retain customers or employees in the short and long-term and the ability to pursue new business
opportunities. It may also result in a higher risk premium being applied to the Issuer, which could
adversely impact the cost of funding its operations and its financial condition.

The Issuer faces risks from the highly competitive environment in which it operates

The market for financial services in the UK faces many competitive pressures and the Issuer expects
these pressures to continue in response to competitor behaviour, consumer expectations, technological
changes, the impact of market consolidation and new market entrants, regulatory actions and other
factors. In combination, these forces are placing increasing pressure on the Issuer's results of operations,
digital capability, margins and returns through price pressure, reductions in fees and charges, increased
marketing and other related expenses, investment demands, regulatory requirements and changes to
capital requirements.

The UK banking industry continues to be dominated by the biggest five banks with a lack of a material
shift in market share to challenger and specialist lenders, particularly in relation to the PCA and BCA
markets. There is, however, some variation between each of the five largest banks with some increasing
and others decreasing their market shares as they manage balance sheet growth in the context of their
wider strategic agendas.

As the financial services markets in which the Issuer operates are generally mature, growth by any bank
typically requires winning market share from competitors.

The Issuer faces competition from established financial services providers as well as new market entrants,
including "challenger banks" and "neo banks" with specific areas of market focus, and non-bank
competitors which, in some cases, have lower cost operating models and are therefore capable of
generating better returns from asset growth. Competition in the UK mortgage market including from
challenger banks seeking scale and growth over a short period of time is continuing to create downward
price pressure on mortgage and other lending rates.

Further intervention in the UK banking industry is anticipated from regulators and authorities who are
increasingly focusing on competition and market effectiveness. Low levels of switching in the UK
current account market have been seen as a major barrier to competition between banks and an
impediment to customers receiving a potentially better service from a new supplier. Despite the
implementation of the seven-day Current Account Switch Service in the second half of 2013, switching
volumes remain subdued. The Payment Services Directive 2 (EU) 2015/2366 ("PSD2") has been
implemented from January 2018, with a view to further opening up the competitive landscape in addition
to providing enhanced protection for consumers. This creates an increased risk for traditional financial
services firms and a specific material risk for the Issuer of disintermediation by third parties. In the UK,
open banking regulation requires certain of the largest banks to provide access to certain information via
a standardised set of application programming interfaces ("APIs"). It also introduces a risk for the Issuer
should it fail to adapt in a fast-changing environment.

As technology evolves and customer needs and preferences change, there is an increased risk of
disruptive innovation or a failure by the Issuer to introduce new products and services to keep pace with
industry developments and meet customer expectations. It is also subject to the risk of not appropriately
responding to increased threats of cyber-crime associated with digital expansion (for further information,
see the risk factor entitled "The Issuer is exposed to risks associated with cyber-enabled crime and fraud"
below) and the industry-wide risk of traditional banking information technology infrastructure and digital
technologies becoming obsolete. The Issuer expects to increasingly collaborate with innovative market
players in order to develop compelling and secure customer propositions and to enhance operational
performance; however, the Issuer's financial and operational performance may be materially adversely
affected by an inability to keep pace with industry trend and customer expectations.
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The credit card issuing business is highly competitive. The Issuer competes with other credit card issuers
on the basis of a number of factors, including products and services, brand, network, reputation and
pricing. This competition affects the ability of the Issuer to obtain applicants for credit cards, encourage
card members to use their credit cards, maximise the revenue generated by card usage and generate card
member loyalty and satisfaction so as to minimise the number of card members switching to other credit
card brands. If the Issuer is unable to compete successfully, the Issuer's business, financial condition,
results of operations and/or prospects could be materially adversely affected.

The Issuer may fail to attract or retain executives, senior managers or other key employees

The Issuer's success depends on the continued service and performance of its key employees, particularly
its executives and senior managers, and its ability to attract, retain and develop high calibre talent. The
Issuer may not succeed in attracting new talent and retaining key personnel for a variety of reasons,
including if they do not identify or engage with the Issuer's purpose, brand and values, which represents
a major component of its overall strategy, or they do not wish to be located or relocate to the Issuer's key
locations. The Issuer competes for talented people with skills that are in relatively short supply and it
may not have sufficient scale to offer employees rates of compensation or opportunities to advance within
the organisation comparable to its larger competitors, particularly at more senior levels. The Issuer may
also allocate resources improperly within its newly developed standalone functions or otherwise which
could create operational inefficiencies and risks and/or lead to de-motivated senior employees. Each of
these factors could have an adverse effect on the Issuer's ability to recruit new personnel and retain key
employees, which could, in turn, adversely affect the Issuer's business. In addition, external factors such
as macro-economic conditions, the regulatory environment developing to increase direct liabilities for
bank employees, regulatory restrictions on incentivisation and/or continued negative media attention on
the financial services industry may adversely affect employee retention, sentiment and engagement. Any
failure to attract and retain key employees, including executives and senior managers, could have a
material adverse effect on the Issuer's business, financial condition, results of operations and prospects.

There will be a period of uncertainty for individuals, and therefore an increased retention risk, during the
integration phase following the acquisition of VMH, until 'end state' model and synergies are achieved.
Internal restructuring, transfer of employees under the Transfer of Undertakings (Protection of
Employment) Regulation 2006, as amended, or measures arising from a transfer, collective consultation
involving assessment and selection, cultural factors and leadership behaviour or other 'interim'
arrangements, may all potentially impact the Issuer's ability to retain key talent.

Conduct Risk

The Issuer faces risks relating to complaints and redress issues from sales of historic financial
products, which may not be covered by existing provisions

The Issuer faces conduct, financial and reputational risks as a result of legal and regulatory proceedings,
and complaints made to it directly or to the Financial Ombudsman Service (the "FOS") or other relevant
regulatory bodies, both against the Issuer and against members of the UK banking industry more
generally.

These conduct issues relate to infer alia: (a) PPI; (b) standalone interest rate hedging products; (c)
voluntary scope tailored business loans; (d) fixed rate tailored business loans; (e) packaged bank
accounts; and (f) investment advice.

In addition, the Issuer may also face financial and reputational risks as a result of customer complaints,
which might arise from matters such as inadequate communications or historic or current customer
treatment in relation to certain products offered by the legacy CYBG Group and the VMH Group.

As part of the demerger from the National Australia Bank Limited ("NAB") group of companies (the
"NAB Group"), NAB and the Issuer entered into a conduct indemnity deed on 2 December 2015 under
which NAB agreed to provide the Issuer with an indemnity in respect of certain costs and liabilities
(including financial penalties imposed by a regulator) resulting from certain historic conduct liabilities
in the period prior to completion of the demerger (the "Capped Indemnity Deed" and the "Capped
Indemnity", respectively) relating to the business of the Issuer. As at the completion of the demerger,
the cover provided by the Capped Indemnity stood at £1.115 billion. The full amount of the remaining
Capped Indemnity was drawn down in the first half of 2018 and there are no further funds available to
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the Issuer to utilise under the Capped Indemnity Deed. Since that point, all further conduct related costs
are fully borne by the Issuer.

With the FCA's deadline on PPI complaints now passed, the level of uncertainty in determining the
quantity of PPI related liability has reduced. However, owing to the significant volumes received in the
weeks preceding the time bar, the level of provision that was considered appropriate to meet current and
future expectations in relation to the mis-selling of PPI policies was accordingly reassessed. As a result,
in the 2019 Issuer Audited Financial Statements, the Issuer increased its provisions for legacy PPI costs
by £415 million, recognising a charge of £415 million (pre-tax). The Issuer also recognised additional
costs of £18 million for other less significant conduct related matters.

Notwithstanding the fact that the Capped Indemnity has now been fully utilised, certain funds paid by
NAB under the Capped Indemnity remain deposited in a designated account, the withdrawal of which
by the Issuer is subject to certain conditions. Under the Capped Indemnity Deed, NAB has the benefit of
certain information, consultation and audit rights in relation to relevant conduct matters and claims and
in particular, the Capped Indemnity is subject to a dispute resolution procedure which may result in any
unresolved issues being determined by a third-party expert or by court proceedings. If the dispute relates
to a matter which is determined to be a continuing material breach by the Issuer of its obligations under
the Capped Indemnity Deed to, among others, provide information to NAB to enable it to review the
validity of claims made under the Capped Indemnity and withdrawals from the designated account, the
Issuer will be prohibited from withdrawing the relevant amount of any such disputed payment from such
designated account for so long as such breach is continuing. In such circumstances, the Issuer may be
required to fund the costs of claims relating to certain historical conduct matters, which it would
otherwise expect to be funded by amounts paid by NAB under the Capped Indemnity, from its own
capital resources which may not be sufficient to settle or discharge some or all of any such claims.

In certain circumstances contemplated by the Capped Indemnity Deed, the Issuer may also be required
to repay to NAB certain amounts received by it under the Capped Indemnity. The likelihood of this
situation arising is expected to reduce with the passage of time as withdrawals are made from the
designated account. As at the date of this Prospectus, NAB has not required the Issuer to repay amounts
received under the Capped Indemnity previously and should such a circumstance arise then these funds
may be applied to other qualifying conduct costs which have not been subject to the Capped Indemnity
before being repaid to NAB. However, if the Issuer is required to repay to NAB amounts received by it
under the Capped Indemnity, it would likely need to fund such repayments from its own capital resources
(to the extent the Issuer is unable to make such repayments from the designated account).

It is possible that the Issuer will be subject to further claims relating to historic or future conduct matters,
which amount to a material capital exposure for the Issuer. Exposure to such claims may exceed the
provisions of the Issuer which could have a material adverse effect on the Issuer's balance sheet. Such
claims could therefore have a material adverse effect on the Issuer's business, results of operations,
financial condition and prospects.

The Issuer is subject to substantial conduct regulations and regulatory oversight in respect of
conduct issues

The Issuer is exposed to many forms of conduct and/or regulatory risk, which may arise in a number of
ways. In particular: certain aspects of the Issuer's current or past business may be determined by its
regulators including the FCA, the PRA, the Payment Systems Regulator ("PSR"), Her Majesty's Treasury
("HMT"), the FOS, the UK Competition and Markets Authority (the "CMA"), the UK Information
Commissioner's Office (the "ICO") or the courts, as not being conducted in accordance with applicable
local or potentially, overseas laws or regulations, or, in the case of the FOS, with what is fair and
reasonable in the FOS's opinion. If the Issuer fails to comply with any relevant regulations, there is a risk
of an adverse impact on its business and reputation due to sanctions, fines or other actions imposed by
the regulatory authorities. In particular, regulatory and/or other developments in respect of PPI and
interest rate hedging products have had, and are likely to continue to have, a material adverse effect on
the Issuer's business.

The Issuer may be subject to further allegations of mis-selling of financial products, including as a result
of having sales practices and/or reward structures in place that are determined to have been inappropriate,
which may result in disciplinary action (including significant fines) or requirements to amend sales
processes, withdraw products or provide restitution to affected customers, any or all of which could result
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in significant costs, which may require provisions to be recorded in the Issuer's financial statements and
could adversely impact future revenues from affected products. See "The Issuer faces risks relating to
complaints and redress issues from sales of historic financial products, which may not be covered by
existing provisions" above for further information in relation to complaints and redress from historical
sales of financial products and details of the existing provisions.

The Issuer may be liable for damages to third parties harmed by the manner in which the Issuer has
conducted one or more aspects of its business.

PPl

There continues to be significant judgement required to determine the key assumptions used to estimate
the quantum of the provision taken in relation to the mis-selling of PPI policies, including the level of
conversion rate if information requests convert into complaints, uphold rates, how many claims are, or
may be, upheld in the customer's favour, and redress costs. The provision, therefore, continues to be
subject to inherent uncertainties as a result of the subjective nature of the assumptions used in quantifying
the overall estimated position at 30 September 2019. Consequently the provision calculated may be
subject to change in the future if outcomes differ to those currently assumed.

Regulatory and Legal Risk

The Issuer's business is subject to ongoing regulation and associated regulatory risks, including the
effects of new and changing laws, rules, regulations, policies, voluntary codes of practice and
interpretations of such in the UK and the EU. These laws, rules, and regulations include: (A) prudential
regulatory developments; (B) increased regulatory oversight in respect of conduct issues; and (C)
industry-wide codes, guidance and initiatives. Each of these has costs associated with it, may
significantly affect the way that the Issuer does business and may restrict the scope of its existing
businesses, limit its ability to expand its product offerings or make its products and services more
expensive for clients and customers. Developments across any of these three regulatory areas, discussed
in greater detail below, could materially adversely affect the Issuer's access to liquidity, increase its
funding costs, increase its compliance costs, delay, limit or restrict its strategic development and have a
material adverse effect on the Issuer's business, financial condition, results of operations and prospects.

The Issuer is subject to risks associated with compliance with a wide range of laws and
regulations

The Issuer's operations are heavily regulated, and it must comply with numerous laws and regulations
and may face enforcement action from regulators and others for any failure to comply. Regulatory
compliance risk arises from a potential failure or inability to comply fully with the laws, regulations and
codes applicable to the financial services industry. For example, UK financial institutions, including the
Issuer, are subject to a high level of scrutiny by regulatory bodies (including the BoE, the FCA, the PRA,
the Payment Systems Regulator, the CMA, the Pensions Regulator and the ICO) regarding the treatment
of customers and also by the press and politicians. Financial institutions, including the Issuer and its
employees, have also been subject to customer complaints and regulatory investigation and/or
enforcement action regarding mis-selling of financial products, adequacy of systems and controls,
handling of customers in arrears and conduct leading to customer detriment and the mishandling of
related complaints which has resulted in disciplinary action and/or requirements to amend sales
processes, withdraw products and/or provide restitution to affected customers, all of which result in costs
and may require provisions in addition to those already taken. In particular, and in common with the
wider UK retail and business banking sector, the Issuer continues to resolve outstanding complaints and
redress issues arising out of (i) historic sales of payment protection insurance ("PPI"), and (ii) historic
sales of certain business loans and interest rate hedging products. Further information is provided in the
risk factor entitled "The Issuer faces risks relating to complaints and redress issues from sales of historic
financial products, which may not be covered by existing provisions" above and the risk factor entitled
"The Issuer faces risks relating to complaints and redress issues from sales of historic financial products,
which may not be covered by existing provisions".

Regulatory enforcement actions pose a number of risks to the Issuer, including substantial monetary
damages or fines, the amounts of which are difficult to predict and may exceed the amount of provisions
set aside to cover such risks. In addition, the Issuer and/or its employees may be subject to other penalties
and injunctive relief, civil or private litigation arising out of the same subject matters as a regulatory
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investigation, the potential for criminal prosecution in certain circumstances and regulatory restrictions.
For further details of risks arising from regulations applicable to the Issuer, see the rest of this section
"Regulatory and Legal Risk". All of these issues could have a negative effect on the Issuer's reputation
and the confidence of its customers in the Issuer, as well as taking a significant amount of management
time and resources away from the execution of the Issuer's strategy and the operation of its business.

The Issuer may settle litigation or regulatory proceedings prior to a final judgment or determination of
liability to avoid the cost, diversion of management time and effort or negative business, regulatory or
reputational consequences of continuing to contest liability or when the potential consequences of failing
to prevail would be disproportionate to the costs of settlement. Furthermore, the Issuer may, for similar
reasons, reimburse counterparties for their losses even in situations where there are no litigation
proceedings and the Issuer does not believe that it is legally compelled to do so. Failure to manage these
risks adequately could have a material adverse effect on the Issuer's reputation, business, results of
operations, financial condition and prospects.

The Issuer is subject to substantial and changing prudential regulation

The Issuer faces risks associated with evolving prudential regulatory environment, pursuant to which it
is required, among other things, to maintain adequate capital resources and to satisfy specified capital
ratios at all times. The Issuer's borrowing costs and capital requirements could be affected by these
prudential regulatory developments, which include: (A) the legislative package implementing the
proposals of the Basel Committee (known as Basel III, as updated up to the final reform package issued
in December 2017) in the EU and amending and supplementing the existing Capital Requirements
Directive (2013/36/EU) ("CRD") and other regulatory developments impacting capital, leverage and
liquidity positions; and (B) European Union directive 2014/59/EU of the European Parliament and of the
Council establishing a framework for the recovery and resolution of credit institutions and investment
firms of 15 May 2014, as amended, including by Directive 2019/879 of the European Parliament and of
the Council of 20 May 2019 ("BRRD").

These changes and any future prudential regulatory developments could have a material adverse effect
on the Issuer's business, results of operations and financial condition.

(a) Capital

A market perception or actual shortage of capital issued by the Issuer could result in regulatory
actions, including requiring the Issuer to issue additional CET1 securities, requiring the Issuer
to retain earnings or suspend dividends or issuing a public censure or the imposition of sanctions
or limiting payments on additional tier 1 instruments. This may affect the Issuer's capacity to
continue its business operations, generate a return on capital, pay future dividends or pursue
acquisitions or other strategic opportunities, impacting future growth potential. If, in response
to any such shortage, the Issuer raises additional capital through the issuance of share capital or
capital instruments, existing shareholders and/or subordinated debt holders and holders of the
Tier 2 Notes may experience a dilution of their holdings (in the case of share capital) or reduced
profitability and returns.

In addition, any increase in the Pillar 1 requirements, Pillar 2 requirements, the combined buffer
or the PRA capital buffer would increase the capital requirements of the Issuer which could
have a material adverse effect on the Issuer's business, results of operations and financial
condition.

CRD requirements adopted in the UK may change, whether as a result of further changes to
CRD agreed by EU legislators, binding regulatory technical standards to be developed by the
EBA or changes to the way in which the PRA interprets and applies these requirements to UK
banks and bank holding companies, following the UK's exit from the EU or otherwise. Such
changes, either individually and/or in aggregate, may lead to further unexpected requirements
in relation to the Issuer's capital, leverage, liquidity and funding ratios or alter the way such
ratios are calculated. See "Regulatory Developments — EU Banking Reforms", for information
regarding the capital requirements of the Issuer, comprising of the Pillar 1 requirements, the
Pillar 2 requirements and the CRD capital buffers.
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Recovery and Resolution

If an instrument or order were to be made under the provisions of the Banking Act currently in
force in respect of the Issuer, such action may (amongst other things) affect the ability of such
entity to satisfy its obligations under the Transaction Documents (including limiting its capacity
to meet its repayment obligations) and/or result in (i) the transfer of the Covered Bonds, (ii) the
cancellation, modification or conversion to equity of certain unsecured liabilities of such entity
under the Transaction Documents, including any unsecured portion of the liability in respect of
the Covered Bonds at the relevant time, (iii) the de-listing, conversion and/or replacement of
the Covered Bonds and/or (iv) modifications to the Terms and Conditions of the Covered Bonds
(including variations of provisions relating to the interest payable, the maturity date or any other
dates on which payments may be due) and/or the Transaction Documents. In particular,
modifications may be made pursuant to powers permitting (i) certain trust arrangements to be
removed or modified, (ii) contractual arrangements between relevant entities and other parties
to be removed, modified or created where considered necessary to enable a transferee in the
context of a property or share transfer to operate the transferred business effectively and (iii) in
connection with the modification of an unsecured liability through use of the bail-in tool
(including any unsecured portion of the liability in respect of the Covered Bonds at the relevant
time), the reduction of the relevant liability (including to zero) and/or the discharge of a relevant
entity from further performance of its obligations under a contract. In addition, subject to certain
conditions, powers would apply to require a relevant instrument or order (and related events) to
be disregarded in determining whether certain widely defined "default events" have occurred
(which events may include trigger events included in the Transaction Documents in respect of
the Issuer, including trigger events in respect of perfection of legal title to the Mortgage Loans
and the Issuer Events of Default).

If an instrument or order were to be made under the Banking Act in respect of a relevant entity
as described above (other than the Issuer), such action may have an impact on various other
aspects of the transaction, including resulting in modifications to any unsecured liability of such
entity under the Transaction Documents and, more generally, affecting the ability of such
entities to perform their obligations under the Transaction Documents. As a result, the making
of an instrument or order in respect of a relevant entity may affect the ability of the LLP to meet
its obligations under the Covered Bond Guarantee and/or otherwise adversely affect the rights
and interests of the Covered Bondholders.

As noted above, the stabilisation tools may be used in respect of certain banking group
companies provided certain conditions are met. If the LLP was regarded to be a banking group
company and no exclusion applied, then it would be possible in certain scenarios for the relevant
authority to exercise one or more relevant stabilisation tools (including the property transfer
powers and/or the bail-in powers) in respect of it, which could result in reduced amounts being
available to make payments under the Covered Bond Guarantee and/or in the modification,
cancellation or conversion of any unsecured portion of the liability of the LLP under the
Covered Bond Guarantee at the relevant time. In this regard, it should be noted that the UK
authorities have provided an exclusion for covered bond vehicles, which exclusion is expected
to extend to the LLP, although aspects of the relevant provisions are not entirely clear.

At present, the UK authorities have not made an instrument or order under the Banking Act in
respect of the entities referred to above and there has been no indication that any such instrument
or order will be made, but there can be no assurance that this will not change and/or that Covered
Bondholders will not be adversely affected by any such instrument or order if made. While
there is provision for compensation in certain circumstances under the Act, there can be no
assurance that Covered Bondholders would recover compensation promptly and equal to any
loss actually incurred. It should also be noted that any extraordinary public financial support
provided to a relevant institution through any stabilisation action (such as temporary public
ownership) would be used by the UK authorities as a last resort only after having assessed and
exploited, to the maximum extent practicable, the resolution tools and powers described above.

Lastly, as a result of Directive 2014/59/EU providing for the establishment of an EEA-wide
(which, for these purposes, includes the United Kingdom) framework for the recovery and
resolution of credit institutions and investment firms and any relevant national implementing
measures, it is possible that an institution with its head office in an EEA state other than the UK
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and/or certain group companies (such as the relevant Covered Bond Swap Provider) could be
subject to certain resolution actions in that other state. Once again, any such action may affect
the ability of any relevant entity to satisfy its obligations under the Transaction Documents and
there can be no assurance that Covered Bondholders will not be adversely affected as a result.
See "Regulatory Developments — The Banking Act, the SRR and the BRRD", for information
regarding BoE recovery and resolution powers.

Minimum requirement for own funds and eligible liabilities

On 14 August 2019, the BoE published indicative data on the minimum requirement for own
funds and eligible liabilities ("MREL") requirements for the UK's systemically important banks
and building societies, as well as indicative data on the average MREL requirements for certain
other non-systemic UK banks and building societies, including the Issuer. The indicative MREL
requirements published by the BoE are not binding or a definitive determination of future
consolidated MREL requirements. The Group's 2020 binding MREL requirement is 18 per cent
of risk-weighted assets, effective from 1 January 2020 and expected to apply until 31 December
2021 and from 1 January 2022, the Group will be subject to an end-state MREL of two times
Pillar 1 and Pillar 2A capital. The Group has been designated a domestic systemically important
bank under the BoE's leverage ratio framework which may, subject to a three-year transition
period, increase MREL requirements.

It is difficult to predict the full effect that MREL requirements may have on the Issuer until
MREL has been fully implemented. An increase in the amount of own funds or eligible
liabilities required to be issued by the Issuer, and/or other members of the Group may increase
compliance costs, delay, limit or restrict the execution of the Issuer's strategy and may have a
material adverse effect on the Issuer's capital structure, business, financial condition and results
of operations. MREL will have an impact across the market including potentially affecting the
credit rating of the securities issued by the Issuer (including the Covered Bonds) and its
competitors and there is a risk that the relative impact may give rise to a reduction in
competitiveness of the Issuer. For further information on the MREL requirements see
"Regulatory Developments — EU Banking Reforms — Minimum requirement for own funds and
eligible liabilities" below.

Operational risk capital

In December 2017, the Basel Committee issued its finalised revisions to the standardised
approach for measuring operational risk capital which is used by the Issuer. The Basel
Committee is introducing a statistically superior measure of operational risk, termed the
"Business Indicator", which will replace gross income as a key input for determining operational
risk capital. In addition, the Basel Committee has removed the differentiation by business-line,
which was found not to be a significant risk-driver. Instead, the size of the relevant bank is
found to be a significant risk-driver and is incorporated into the new methodology. The changes
will have to be transposed into European law (which may continue to apply notwithstanding the
UK's departure from the EU) and UK law and so are not expected to apply to the Issuer until
2022 at the earliest.

These changes, including regulatory changes arising from the Basel capital adequacy reforms,
may require the Group to hold additional operational risk Pillar 1 capital which could materially
adversely affect the Issuer's access to liquidity, increase its funding costs, increase its
compliance cost, delay, limit or restrict the execution of its strategy and have a material adverse
effect on the Issuer's business, financial condition, results of operations and prospects.

Credit risk and risk-weighting of assets

In December 2017, the Basel Committee published the final version of the measures it is taking
to improve consistency and comparability in bank capital ratios, and thereby to restore
confidence in risk-weighted capital ratios. These measures include: a revision to the
standardised (non-modelled) approaches for calculating regulatory capital ratios that will also
provide the basis for a capital floor; and reducing the modelling choices in the capital framework
when determining internal model-based estimates of credit, market and operational risk
weighted assets ("RWASs"). The measures form part of the Basel Committee's broader work on
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reducing variability in RWAs and aim to reduce reliance on external credit ratings; increase risk
sensitivity; reduce national discretions; strengthen the link between the standardised approach
and the "Internal Ratings Based" ("IRB") approach; clarify the role of internal models (and
thereby mitigate model risk from banks' internal model approaches); enhance comparability of
capital requirements across banks; and overall ensure the standardised approach continues to be
suitable for calculating the capital requirements for credit risk exposures in order to ensure a
minimum level of capital across the banking system.

The main implementation date given by the Basel Committee is 2022. At the date of this
Prospectus, the finalised standards are still required to be transposed into European and UK law
and so it is not possible to say with definitive certainty what impact the changes will have on
the Group's capital requirements, capital structure, business, financial condition and results of
operations. The initial consultative publications were supported by quantitative impact studies
which showed that if the proposals were implemented without any mitigation action, as would
be expected to be the case for other banks, it would significantly increase the Group's RWAs
and subsequent capital held. The publication issued in December 2017 has incorporated several
factors that will alter the outcome should a further quantitative impact study be completed and
the increasing certainty around the requirements enables market participants, including the
Group to introduce mitigating actions to offset areas where the calculation of RWAs may see
an increase.

The final implementation of these final standards may increase the Group's capital requirements
which may have a material adverse effect on the Issuer's capital structure, business, financial
condition and results of operations.

Interest rate risk in the banking book and market risk

In addition to the Basel Committee's approach to interest rate risk in the banking book, the Issuer
is monitoring its approach to traded market risk in view of the risk that, although the Issuer's
operations are all related to banking book activity as the Basel Committee may require different
treatments to be applied to certain products.

In March 2018, the Basel Committee published a consultative document proposing a number of
revisions to its January 2016 standard and setting out proposals for a simplified alternative to
the revised standardised approach to market risk. The final standard was published in January
2019.

Changes to the Basel Committee's approach to interest rate risk in the banking book or to its
treatment of products may result in regulatory changes that could increase compliance costs
which may have a material adverse effect on the Issuer's business, financial condition and results
of operations.

Firms' assessment of Pillar 2 risks

The PRA requires VMUK to hold capital to cover risks not covered or insufficiently covered
by the Pillar 1 requirements of the CRD (the "Pillar 2A requirements") and may require
VMUK to hold a further capital buffer which is not prescribed under the CRD, as further
described in the section entitled "Regulatory Developments — EU Banking Reforms — CRD"
below. Any increase in these Pillar 2 requirements would increase the capital requirements of
the Group which could have a material adverse effect on the Issuer's business, results of
operations and financial condition.

As further described in "Regulatory Developments — EU Banking Reforms — CRD" below, the
PRA regularly updates its rules relating to the Pillar 2 capital framework to which the Group is
subject. In January 2020, the PRA published a policy statement in which the PRA updated the
Pillar 2 capital framework to reflect continued refinements and developments in setting the PRA
buffer. The principal consequence of the new rules could be an increase in compliance costs for
the Group which may have a material adverse effect on the Issuer's capital structure, business
financial conditions and results of operations.

In February 2018, the PRA published a policy statement and statement of policy on Pillar 2
liquidity. The PRA's final proposals may result in increased liquidity requirements that may
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(h)

have an adverse impact on the Issuer's financial condition and results of operations. See
"Regulatory Developments — EU Banking Reforms — CRD", for more information regarding
the PRA's approach to the UK Pillar 2 liquidity regime.

Leverage ratio risks

As further described in "Regulatory Developments — Leverage" below, VMUK must comply
with the PRA's leverage ratio framework. Changes to the framework may lead to additional
costs in relation to compliance and ongoing monitoring that reporting, and disclosure
obligations are being met. Certain changes may have an adverse effect on the Issuer's business,
results of operations and financial condition.

The Issuer is subject to the potential impacts of UK and European banking and financial services
reform initiatives

For an overview of UK and EU financial services reform initiatives, see "Regulatory Developments —
UK and European banking and financial services reform initiatives".

(a)

(b)

CMA - Retail Banking Remedies

Following the publication of the Retail Banking Market Investigation Order ("CMA Order")
in 2017, whilst not mandatory, the Issuer is working to introduce APIs to facilitate access by
third party payment providers ("TPPs"), in line with the standards being produced by the Open
Banking Implementation Entity. This will also enable the Issuer to adhere to requirements under
the PSD2. Notwithstanding this, aspects of the CMA Open Banking remedy may have a material
adverse effect on strategic positioning of the Issuer in relation to sales of personal current
accounts which may have a material adverse effect on the Issuer's business, financial condition
and results of operations. See "Regulatory Developments - Payment Services Directive 2
("PSD2")", for more information regarding the CMA's Retail Banking Remedies and PSD2,
respectively.

Benchmarks Regulation

Interest rates and indices which are deemed to be "benchmarks" (including LIBOR and
EURIBOR) are the subject of recent national and international regulatory guidance and
proposals for reform. Some of these reforms are already effective whilst others are still to be
implemented. These reforms may cause such benchmarks to perform differently than in the past,
to disappear entirely, or have other consequences which cannot be predicted.

Any of the international or national reforms, or the general increased regulatory scrutiny of
"benchmarks", could increase the costs and risks of administering or otherwise participating in
the setting of a "benchmark" and complying with any such regulations or requirements. Such
factors may have the following effects on certain "benchmarks": (A) discourage market
participants from continuing to administer or contribute to the "benchmark"; (B) trigger changes
in the rules or methodologies used in the "benchmark"; or (C) lead to the disappearance or
obsolescence of the "benchmark" or cause such "benchmarks" to perform differently than in the
past (as a result of a change in methodology or otherwise).

Any of the above changes or any other consequential changes as a result of international or
national reforms or other initiatives or investigations, may impact the ability of the Issuer to use
certain benchmarks in the future. In addition, adapting processes and systems to any of the
abovementioned reforms or initiatives could be a very time-consuming and costly task and could
therefore have an adverse effect on the Issuer's business, financial condition, results of
operations and prospects. Should the Issuer's implementation of requirements prove ineffective,
there is an increased risk of non-compliance which could have a material adverse effect on the
Issuer's business, financial condition, results of operations and prospects. See See "The
regulation and reform of benchmarks may adversely affect the value of Covered Bonds
referencing such benchmarks " for the affect these changes and reforms could have on any
Covered Bonds.
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Operational and Technology Risk
The Issuer is exposed to risks associated with its IT systems

The Issuer's IT systems are critical to the operation of its business and the delivery of products and
services to its customers. Any disruption in a customer's access to account information, delays in making
payments, an inability to make cash withdrawals at the Issuer's ATMs or a failure of online or mobile
banking platforms could have a significant negative effect on its reputation and could also lead to
potentially large costs both to rectify the issue and to reimburse losses incurred by customers. In addition,
any defect in the Issuer's standard documentation or defect in its electronic banking applications or
mainframe could be replicated across a large number of transactions before the defect is discovered and
corrected. This could significantly increase the cost of remediating the defect.

A range of standard form documentation and automatic banking systems are widely used in the Issuer's
business to process high volumes of transactions. The Issuer focuses on the resilience and scalability of
the IT systems that underpin online or mobile traffic and transactional volumes. However, there is a risk
that the Issuer's IT systems may not be able to service significantly increased demand. In the future, the
Issuer plans to upgrade its IT systems and staffing to meet such demand, which may cause delays to
customers and adversely affect its customer service.

As the Issuer depends on a number of third-party providers for a variety of functions, including payment
service provider systems, any disruption in such systems could have a disruptive effect on the Issuer's
operations.

Further, the Issuer regularly conducts IT system upgrades. Should these upgrades not be completed as
planned, or become subject to significant delays or suffer from cost overruns, operational performance
may suffer. Delays or cost overruns could have a material adverse effect on the Issuer's business, financial
condition, results of operations and prospects. The Issuer will also face risks related to the integration of
the legacy CYBG Group's and the VMH Group's IT systems.

Any disruption to the Issuer's IT systems, including, but not limited to those highlighted above, could
have a material adverse effect on its business, financial condition, results of operations and prospects.

The Issuer is exposed to risks associated with cyber-enabled crime and fraud

The Issuer is subject to the risk of actual or attempted cyber and information security attacks and breaches
from parties with criminal or malicious intent. Should the Issuer's layered controls fail to detect, prevent
or mitigate a cyber-attack or data breach, or should an incident occur in a system for which there is
limited resilience, there may be a material adverse effect on its business, financial condition, results of
operations and prospects.

The Issuer continues to invest in its cyber and information security controls in response to emerging
threats, such as cyber-enabled crime and fraud, and to seek to ensure that controls for known threats
remain robust. The risks associated with cyber-attacks, where an individual or group seeks to exploit
vulnerabilities in IT systems for financial gain or to disrupt services, are a material risk to the Issuer and
the UK financial system, which has a high degree of interconnectedness between market participants,
centralised market infrastructure and in some cases complex legacy IT systems. The Issuer cannot be
certain that its infrastructure and controls will prove effective in all circumstances and any failure of the
controls could result in significant financial losses and a material adverse effect on the Issuer's operational
performance and reputation. The Issuer's strategy to increase its digital presence may expose the Issuer
to increased risks associated with cyber-enabled crime and fraud. For more information on its digital
strategy, please refer to risk factor entitled "Risks associated with the Issuer's digital strategy" above.

Any breach in security of the Issuer's systems, for example from increasingly sophisticated attacks by
cyber-crime groups or fraudulent activity in connection with customer accounts, could disrupt its
business, result in the disclosure of confidential information, create significant financial and/or legal
exposure and damage its reputation and/or brands, which could have a material adverse effect on the
Issuer's business, financial condition, results of operations and prospects.
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The Issuer is exposed to operational risks related to inadequate or failed internal processes,
people and systems and from external events

The Issuer's business is exposed to operational risks related to inadequate or failed internal processes,
people and systems and from external events. Operational risks are inherent in the day-to-day operational
activities of the Issuer, which may result in direct or indirect losses and could adversely impact the
Issuer's business, financial condition, results of operations and prospects. These losses may result from
both internal and external events, and risks. Internal risks include, but are not limited to, process error or
failure, inadequate process design, poor product development and maintenance, poor change
management, ageing infrastructure and systems, system failure, failure of security and physical
protection (including the health and safety of employees), fraud, deficiencies in employees' skills, or the
Issuer's ability to attract the skills required or manage poor performance or human error, or other
idiosyncratic components of operational risk that are related to the Issuer's particular size, nature and
complexity. External events include, but are not limited to, operational failures by third-party providers
(including offshored and outsourced providers), actual or attempted external IT security breaches from
parties with criminal or malicious intent, natural disasters, epidemics, pandemics, extreme weather
events, political, security and social events and failings in the financial services industry. The Issuer is
exposed to extreme but plausible events that are unpredictable and may result in a material or systemic
loss, business interruption or significant reputational damage. Operational risks may be increased as a
direct consequence of the process of integrating VMH into the Group, in particular due to problems with
migrating data, systems (such as IT systems) or processes.

The Issuer is dependent on its information systems and technology from a system stability, data quality
and information security perspective. The Issuer is dependent on payments systems and technology that
interface with wider industry infrastructure; for example, the Issuer is, in common with other banks, will
be dependent on various industry payment systems and schemes (including CHAPS, BACS, Faster
Payments and SWIFT) for making payments between different financial institutions on behalf of
customers. Internal or external failure of these systems and technology (including if such systems cannot
be restored or recovered in acceptable timeframes or be adequately protected) could adversely impact
the Issuer's ability to conduct its daily operations and its business, financial condition, results of
operations and prospects.

In addition, financial models are used extensively in the conduct of the Issuer's business; for example, in
calculating capital requirements and measuring and stressing exposures. If the models used prove to be
inadequate or are based on incorrect or invalid assumptions and judgements, this may adversely affect
the Issuer's business, financial condition, results of operations and prospects.

The Issuer may look to implement new operational processes and systems to assist in responding to
market developments, such as the move towards the use of open application programming interfaces that
enable the secure sharing of user and financial services information with other financial services and
third parties ("Open Banking") which is designed to enable personal customers and small businesses to
share their data securely with other banks and with third parties, allowing them to compare products on
the basis of their own requirements and to manage their accounts without having to use their bank, or to
reflect changes in regulations, such as the General Data Protection Regulation (Regulation (EU)
2016/679) whereby the Issuer must be able to report at any time to the ICO all locations where personal
identifiable information is stored (for example within systems and databases) and provide a justification
of why such personal identifiable information is needed. Due to the scale and complexity of such projects,
the Issuer may be required to invest significant management attention and resources, which may divert
attention away from normal business activities and other ongoing projects. Additionally, where changes
are undertaken in an environment of economic uncertainty and increased regulatory activity and scrutiny,
operational and compliance risks are magnified, which may impact the reputation and financial condition
of the Issuer. There is also a risk that implementation may not be completed within expected timeframes
or budget, or that such changes do not deliver some or all of their anticipated benefits.

While the Issuer does have operational resilience, IT disaster recovery and business continuity
contingency plans in place, these are not, and are not intended to be, a full duplication of the Issuer's
operational systems and premises. Additionally, the Issuer is exposed to risks associated with an increase
in the cost or lack of available insurance provision for the Issuer (including any run-off policies), which
could have an adverse impact on profitability. The occurrence of a serious disaster resulting in
interruptions, delays, the loss or corruption of data or the cessation of the availability of systems or
premises could have a material adverse effect on the Issuer's business, financial condition, results of
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operations and prospects. Any actual or perceived inadequacies, weaknesses or failures in the Issuer's
systems or processes could have a material adverse effect on its business, financial condition, results of
operations and prospects. For further information, see the risk factor entitled "The amount and quality of
the Issuer's capital is subject to regulatory requirements and market influence" below.

The Issuer's risk management policies and procedures may not be effective in protecting it
against all the risks faced by its business, and any failure to manage properly the risks that it
faces could harm the Issuer and its prospects

The management of risks requires, among other things, robust policies and procedures for the accurate
identification and control of a large number of transactions and events. Such policies and procedures may
not always prove to be adequate in practice against the wide range of risks that the Issuer faces in its
business activities. There is a risk that the Issuer's existing policies may not adequately cover the nature
of the Issuer's operations due to the introduction of processes or practices that are not currently part of
the Issuer's operating model, thereby leading to losses or a deterioration in performance, which could
have a material adverse effect on the Issuer's business, financial condition, results of operations and
prospects.

The Issuer has a range of systems designed to measure and manage the various risks which it faces. Some
of these methods are based on historic market and portfolio behaviour and may therefore prove to be
inadequate for predicting future risk exposure, which may prove to be significantly greater than what is
suggested by historic experience. Historical data may also not adequately allow prediction of
circumstances arising due to UK Government interventions and stimulus packages, which increase the
difficulty of evaluating risks. Other methods for risk management are based on evaluation of information
regarding markets, customers or other information that is publicly known or otherwise available to the
Issuer. Such information may not always be correct, updated or correctly evaluated. In addition, even
though the Issuer constantly measures and monitors its exposures, there can be no assurance that its risk
management methods will be effective, including in unusual or extreme market conditions. It is difficult
to predict with accuracy changes in economic or market conditions and to anticipate the effects that such
changes could have on the Issuer's business, financial condition, results of operations and prospects.

Integration of the VMH Group into the Group may be more time consuming and costly than
expected and unforeseen difficulties may arise

The integration of the VMH Group into the Group may be more complex than anticipated. If the
integration process proves more difficult than is being anticipated there is a risk to the operational
performance of the Issuer and the Group. Activity to integrate the VMH Group into the Group is now
well underway and a framework for managing this activity has been established putting controls in place
to help mitigate this overall risk. Integration exposes the Issuer to the following risks:

(a) Retention of key staff

The success of the Issuer will in part depend on its ability to retain, but also attract, hire and
train qualified management as well as qualified technical and sales personnel. In the course of
the integration process, key staff may leave the Issuer in favour of competing entities. The
inability to retain key staff could impair the ability of the Issuer properly to execute the
integration of the legacy VMH Group with the legacy CYBG Group. For further information,
see the risk factor entitled "The Issuer may fail to attract or retain executives, senior managers
or other key employees" above.

(b) Integration of employee groups

The merger of the employee groups of the VMH Group into the Issuer will include, amongst
other things, integration of unionised and non-unionised employees, restructuring of staff
structures and possibly harmonisation of employment terms. Such merger and integration may
result in labour related actions and employees terminating their employment with the VMH
Group or the Issuer which may in turn disrupt the integration process.

(©) Disruption or failure of systems

The integration of the VMH Group into the Issuer may cause disruptions or failures in the IT
systems of the Issuer. Such disruptions or failures could damage the reputation of the Issuer,
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result in loss of customers and revenues and may adversely affect the integration process. In
addition, integration of the networks and IT systems (including information security control) of
the Issuer could be subject to risks caused by cyber-enabled crime and fraud, misappropriation,
misuse, leakage and accidental release or loss of information maintained in the IT systems,
which may be in breach of personal data legislation, and which may result in loss of customers,
customer dissatisfaction or financial claims.

(d) Disruption to management

The integration of the businesses could divert management's time and focus from operating the
business of the Issuer. Any negative impact on management's ability to focus on running the
respective businesses could have a material adverse effect on the Issuer, and the Issuer's
business, results of operations, financial condition or prospects.

(e) Integration of brands and legal entities

The integration of businesses including assets, businesses and their operations, technologies and
employees may expose the Issuer to operating difficulties and expenditure associated with
integrating the "Virgin Money" brand. As a result, there is a risk of customer confusion, in
particular during the transition period and merging of the brands may expose the Issuer to
increased regulatory scrutiny. For further information, see the risk factor entitled "The
reputation of the Issuer and its brands may be damaged by the actions, behaviour or
performance of numerous persons" above.

® Impact on customer growth

The integration of the VMH Group into the Group may result in the Issuer having a higher risk
portfolio due to either (i) changes in its customer base, or (ii) by targeting a more diverse set of
segments. Any such negative impact on the Issuer's risk portfolio could lead to a material
adverse effect on the Issuer's rate of medium-term customer growth.

As a result of the above and/or other risks, it is possible that the costs of integration of the VMH Group
into the Issuer may be materially higher than anticipated, which would adversely affect the expected
synergy benefits and in particular exceed anticipated cost savings as a result of the Acquisition. In
addition, the integration may take longer than is expected, or difficulties relating to the integration,
including of which the board of directors of the Issuer from time to time are not yet aware, may arise. In
such circumstances, the profitability of the Issuer might be detrimentally affected, which could have a
material adverse effect on the business and financial condition of the Issuer.

The Issuer is subject to risks associated with its dependence on mortgage intermediaries and
third-party service providers for certain functions

The Issuer depends on a number of third-party providers for a variety of functions including, inter alia,
for mortgage intermediation, information technology ("IT") software and platforms, automated teller
machine ("ATM") services, payment system services, mobile application services, debit and credit card
production, customer servicing, operational services, cheque processing services and fund management
and custodial services. Consequently, the Issuer relies on the continued availability and reliability of
these service providers. If its contractual arrangements with any of these providers are terminated for any
reason or any third-party service provider becomes otherwise unavailable or unreliable in providing the
service to the required standard, it will be required to identify and implement alternative arrangements
and it may not find an alternative third-party provider or supplier for the services, on a timely basis, on
equivalent terms or without incurring a significant amount of additional costs or at all. These factors
could cause a material disruption in the Issuer's operations and ability to service customers and could
have a material adverse financial or reputational impact on it. It may result in a higher risk premium
being applied to the Issuer and adversely impact the cost of funding its operations, or its financial
condition and could give rise to claims by customers for financial loss experienced and/or regulatory
sanctions.

In maintaining and growing its mortgage portfolio, the Issuer relies on a number of intermediaries in the
mortgage lending market, which exposes it to the risk of deterioration of the commercial, financial or
operational soundness of those organisations. If a major intermediary partner goes out of business or
switches allegiance to other lenders, this may adversely affect the Issuer's lending volume. The Issuer is
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also exposed to the risk that its relationships with one or more intermediaries may deteriorate for a variety
of reasons, including competitive factors. Intermediaries may not support or may be deterred by the
rebranding of the Issuer's business and/or the ongoing use of the "Virgin Money" brand, which may
adversely impact the Issuer. In addition, the intermediaries' incentives may not always align with the
Issuer's, which could lead to a deterioration in the quality and performance of the Issuer's mortgage book.
As the Issuer seeks to actively grow the volume of mortgages introduced by intermediaries, its exposure
to those risks increases.

In addition, the structure of the intermediary market is also subject to change, for example, there may be
a change in customer sentiment or regulation which favours customers dealing directly with financial
institutions which would reduce the flow of business from intermediaries which may have an adverse
impact on the Issuer if this business cannot be substituted. Also, there may be consolidation in the
intermediary market which may change the behaviour of the residual intermediaries in ways which may
adversely impact the Issuer. Any of these factors could have a negative impact on the Issuer's ability to
meet its strategic objectives for its asset base and, consequently, its business, financial condition, results
of operations and/or prospects.

In addition, if mortgage intermediaries are found to have violated applicable conduct regulations or
standards in the sale of the Issuer's mortgage products, the Issuer's brands and/or reputation could be
harmed as a result. Reputational damage to the Issuer's brands caused by the failure of a third-party
supplier may also adversely impact the Issuer's ability to attract and retain customers or employees in the
short and long-term and the ability to pursue new business opportunities.

The Issuer must comply with anti-money laundering, counter terrorist financing, anti-bribery
and sanctions regulations, and a failure to prevent or detect any illegal or improper activities
fully or on a timely basis could negatively impact customers and expose the Issuer to liability

The Issuer is subject to laws regarding money laundering and the financing of terrorism, as well as laws
that prohibit it, its employees or intermediaries from making improper payments or offers of payment to
foreign governments and their officials and political parties for the purpose of obtaining or retaining
business, including the UK Bribery Act 2010. Monitoring compliance with anti-money laundering and
anti-bribery rules can put a significant financial burden on banks and other financial institutions and
requires significant technical capabilities. In recent years, enforcement of these laws and regulations
against financial institutions has increased, resulting in several landmark fines against UK financial
institutions. In addition, the Issuer cannot predict the nature, scope or effect of future regulatory
requirements to which it might be subject or the manner in which existing laws might be administered or
interpreted. Although the Issuer believes that its current policies and procedures are sufficient to comply
with applicable anti-money laundering, anti-bribery and sanctions rules and regulations, it cannot
guarantee that such policies completely prevent situations of money laundering or bribery, including
actions by the Issuer's employees, mortgage intermediaries or third party service providers, for which it
might be held responsible. Any of such events may have severe consequences, including sanctions, fines
and reputational consequences, which could have a material adverse effect on the Issuer's business,
financial condition and results of operations.

The Issuer may be exposed to losses if critical accounting judgements or estimates are subsequently
found to be incorrect or inaccurate

The preparation of the Issuer's financial statements require management to make estimates and
assumptions and to exercise judgement in selecting and applying relevant accounting policies, each of
which may directly impact the reported amounts of assets, liabilities, income and expenses, to ensure
compliance with IFRS as adopted by the EU. Some areas involving a higher degree of judgement, or
where assumptions are significant to the financial statements, include impairment provisions on credit
exposures, deferred tax, PPI redress provision and other conduct related matters, retirement benefit
obligations and effective interest rate assumptions. For information on the Issuer's critical accounting
estimates and judgements, see note 1.8 to the financial statements in the 2019 Issuer Audited Financial
Statements, which are incorporated by reference into this Prospectus.

If the judgements, estimates and assumptions used by the Issuer in preparing its consolidated financial
statements are subsequently found to be incorrect there could be a significant loss recognised beyond
that anticipated or provided for or an adjustment to those consolidated financial statements, which could
have a material adverse effect on the Issuer's business, financial condition and results of operations.
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The implementation of the impairment requirements of IFRS 9 "Financial Instruments", which the Issuer
adopted in 1 October 2018, resulted in a £29 million transitional increase in credit impairment loss
allowances (from £195 million to £224 million) for the Issuer from the amount required under the
previous standard, IAS 39, as a consequence of the change in methodology from an incurred loss model
under IAS 39 to an expected loss model. The concept of an expected credit loss ("ECL") under IRFS 9
(either a 12-month or lifetime ECL) involves increased complexity and judgement, with the potential for
ECLs to be more volatile, which could adversely impact the Issuer's results of operations, financial
condition or prospects.

The Issuer faces risks associated with a failure to manage changes in taxation rates or applicable
tax laws, or from a misinterpretation of such tax laws

The Issuer faces risks associated with changes in taxation rates or applicable tax laws, or
misinterpretation of such tax laws, any of which could result in increased charges, financial loss,
including penalties, and reputational damage. Any misinterpretation of tax laws that creates the
perception that the Issuer is avoiding or evading tax, or if it is associated with customers that do so, could
adversely affect its reputation. The Issuer operates wholly within the UK. Future actions by the UK
Government to adjust tax rates or to impose additional taxes (including particular taxes and levies
targeted at the banking industry) could reduce the Issuer's profitability. Revisions to tax legislation or to
its interpretation might also affect the Issuer's results of operations and financial condition in the future.
In addition, the UK has a predominantly self-assessment system for filing of tax returns. All tax returns
have been filed by the Issuer within statutory deadlines, but Her Majesty's Revenue & Customs
("HMRC") has the right to enquire into those returns post filing. Generally, an enquiry must be started
within 12 months of filing. It is possible that an enquiry may result in a further liability to tax, which, if
material, could have a material adverse effect on the Issuer's business, financial condition, results of
operation and prospects.

Further details on recent changes to tax laws and tax rates and their impact on the Issuer is given in notes
2.5 and 3.11 to the financial statements in the 2019 Issuer Audited Financial Statements, which are
incorporated by reference into this Prospectus.

Financial Soundness and Capital Risks

A downgrade in the credit rating of VMUK, the Issuer, the UK banking sector or the UK
Government may have an adverse effect on the Issuer's business, results of operations, financial
condition and prospects

Credit ratings are an important reference for market participants in evaluating the Issuer and its products,
services and securities. Credit rating agencies conduct ongoing review activity which can result in
changes to credit rating settings and outlooks of VMUK, the Issuer, the Covered Bonds, the UK banking
sector and/or the UK Government. Review activity is based on a number of factors including the Issuer's
financial strength and outlook, the assumed level of UK Government support for the Issuer in a crisis,
the strength of the UK Government, and the condition of the financial services industry and the market
generally.

Any future downgrade in the credit rating of VMUK, the Issuer, its respective securities, the UK banking
sector or the sovereign rating of the UK could:

(a) adversely affect the Issuer's liquidity and competitive position;

(b) undermine confidence in the Issuer;

(©) increase the Issuer's borrowing costs;

(d) require amendments to the Issuer's secured funding programmes; or

(e) limit the Issuer's access to wholesale funding from capital markets at commercially acceptable

costs or limit the range of counterparties willing to enter into transactions with the Issuer
(including under the Issuer's secured funding programmes), as many institutions require their
counterparties to satisfy minimum ratings requirements,
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and, consequently, have a material adverse effect on the Issuer's business, financial condition, results of
operations and prospects.

The Issuer is subject to risks relating to the availability of liquidity and funding at a
commercially acceptable cost

Funding risk is the risk that the Issuer is unable to raise short and/or long-term funding at a commercially
acceptable cost in the retail and wholesale markets to support its ongoing operations, strategic plans and
objectives. Liquidity risk is inherent in banking operations and may be heightened by a number of factors,
including an over-reliance on, or an inability to access, a particular source of funding, changes in credit
ratings or market-wide phenomena, such as financial market instability. As well as relying on retail and
business deposits, the Issuer accesses domestic and global capital markets to help fund its businesses.
Any dislocation in these funding markets or a reduction in investor appetite for holding its securities or
other credit exposures may adversely affect the Issuer's ability to access funds or require it to access
funds at a higher cost, or on unfavourable terms.

The Issuer has a diversified funding base, with the majority of the Issuer's funding generated through
customer liabilities in the form of current accounts and savings accounts, supplemented with funding
obtained through RMBS securitisation programmes, covered bond programmes and a global medium
term note programme. As at 30 September 2019, the Issuer had also drawn £7.3 billion of funding from
the TFS, which will mature in 2021-2022.

As part of its funding plan, the Issuer intends to continue to access the wholesale funding markets. If
during periods of acute economic or market disruption the wholesale funding markets were to be partially
or fully closed, it is likely that wholesale funding would prove more difficult to obtain on commercially
acceptable terms. Under such circumstances, the Issuer may incur additional costs and may be unable to
successfully deliver its medium-term growth strategy. Profound curtailments of central bank liquidity to
the financial markets in connection with other market stresses, though unlikely, might have a material
adverse effect on the Issuer's business, financial position and results of operations, depending on its
funding position at that time.

Any downgrade in the credit rating of the Issuer, VMUK, any member of the Group, the Issuer's RMBS
issuance vehicles or its respective securities, or a downgrade in the sovereign rating of the UK, may
increase the Issuer's borrowing costs or limit its access to the capital markets, which may increase the re-
financing risk, and, consequently, have a material adverse effect on its business, results of operations,
financial condition and prospects. For further information, see the risk factor entitled "4 downgrade in
the credit rating of the Issuer, the UK banking sector or the UK Government may have an adverse effect
on the Issuer's business, results of operations, financial condition and prospects" above.

Any loss in consumer confidence in the Issuer could significantly increase the amount of deposit
withdrawals that may occur in a short space of time. Should it experience an unusually high and/or
unforeseen level of deposit withdrawals, the Issuer may require greater non-retail sources of other
funding in the future, which it may be unable to access, which could in turn have a material adverse effect
on its business, financial condition, results of operations and prospects.

Any initiative to raise additional deposits through price leadership could have an adverse impact on the
Issuer's net interest income and margin through the cost of both paying higher interest rates to new
customers and existing customers switching to these higher-rate products.

Failure to manage these or any other risks relating to the availability of liquidity and funding at a
commercially acceptable cost may compromise the Issuer's ability to deliver its growth strategy and have
a material adverse effect on its business, financial condition, results of operations and prospects.

The amount and quality of the Issuer's capital is subject to regulatory requirements and market
influence

Capital risk is the risk that the Issuer does not have sufficient capital and reserves of sufficient quality to
meet prudential regulatory requirements, achieve its medium-term growth strategy, cover the risks to
which it is exposed or protect against unexpected losses. The Issuer is required to maintain minimum
levels of capital and reserves relative to the balance sheet size and risk profile of its operations.
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The Issuer plans to satisfy incremental increases in capital required to support balance sheet growth by
way of retained earnings and plans to access the wholesale markets to refinance various existing capital
instruments and to issue new instruments from time to time. If, during periods of acute economic or
market disruption the wholesale markets were to be fully or partially closed, it is likely that such
refinancing would prove more difficult to obtain on commercially acceptable terms. Under such
circumstances, the Issuer may be required to take other appropriate management actions and incur
additional costs.

An actual or perceived shortage of capital could have a material adverse effect on the Issuer's business,
which could, in turn, affect its capacity to pay future dividends or implement its business strategy,
impacting future growth potential. If, in response to any such shortage, the Issuer raises additional capital
through the issuance of share capital or capital instruments, existing shareholders and/or subordinated
debt holders and holders of the Covered Bonds, may experience a dilution of their holdings (in the case
of share capital) or reduced profitability and returns.

The Issuer may experience a depletion of its capital resources through increased costs or liabilities
incurred as a result of the crystallisation of any of the other risk factors described elsewhere in this
section. The Issuer may also experience an increased demand for capital as a result of regulatory
requirements. For further information, see "Regulatory and Legal Risks — The Issuer is subject to
substantial and changing prudential regulation" above. Additional capital may also be required to
redress issues from historical sales of financial products. Further information is provided in "The Issuer
faces risks relating to complaints and redress issues from sales of historic financial products, which may
not be covered by existing provisions" below.

The Issuer may also be impacted by certain revisions for calculating regulatory capital, including
revisions to the regulatory capital treatment of interest rate risk in the banking book and the standardised
approaches for credit risk and operational risk, as described further under "Regulatory and Legal Risks —
The Issuer is subject to substantial and changing prudential regulation" above recently released by the
Basel Committee on Banking Supervision (the "Basel Committee") Further information is provided in
“Regulatory initiatives may have an adverse impact on the regulatory treatment of the Covered Bonds”
below.

The Issuer sets its internal target amount of capital by taking account of its own assessment of the risk
profile of the business, market expectations and regulatory requirements. If market expectations as to
capital levels increase, driven by, for example, the capital levels or targets amongst peer banks or if new
regulatory requirements are introduced, then the Issuer may be required to increase its capital held. If it
is unable to do so, its business, financial condition, results of operations and prospects may be materially
adversely affected. Ultimately, if there is a significant shortfall in the amount of capital held, it may lead
to the BoE exercising its recovery and resolution powers over the Issuer. If the BoE, as resolution
authority, were to exercise such powers in respect of the Issuer, then subordinated debt holders, including
the holders of the Covered Bonds, may experience their holdings becoming cancelled or diluted, and
may not receive any compensation for their losses, see "Regulatory and Legal Risk — The Issuer is
subject to substantial and changing prudential regulation" below.

Other risks

The Issuer is subject to risks associated with its hedging and treasury operations, including
potential negative fair value adjustments

The Issuer faces risks related to its hedging and treasury operations. The Issuer engages in hedging
activities, for example in relation to interest rate risk, to limit the potential adverse effect of interest rate
fluctuations on its results of operations. The Issuer's treasury operations have responsibility for managing
the interest rate risk that arises through its customer facing business, management of its liquid asset buffer
and investment of free reserves and interest rate insensitive deposit balances. Interest rate hedges for both
customer assets and liabilities are calculated using a behavioural model. However, the Issuer does not
hedge all of its interest rate, foreign exchange and other risk exposures and cannot guarantee that its
hedging strategies will be successful because of factors such as behavioural risk, unforeseen volatility in
interest rates or other market prices or, in times of market dislocation, the decreasing credit quality, or
unavailability, of hedge counterparties. The Issuer also has cross currency hedging instruments in place
for non-pounds sterling funding. If its hedging strategies are not effective, the Issuer may be required to
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record negative fair value adjustments. Material losses from the fair value of financial assets would also
have an adverse impact on the Issuer's capital held.

The Issuer has a structural hedge in place to minimise volatility on income related to low and non-interest
bearing deposits and equity. There is, however, a risk that in a low rate environment the Issuer will face
margin compression as maturities are reinvested at prevailing market rates or if customer behaviours
were to change significantly, these deposit balances may become more volatile and may no longer be
suitable for swaps of the current duration, which could have a material adverse effect on the income
generated by these balances.

Through its treasury operations, the Issuer holds liquid assets portfolios potentially exposing the Issuer
to interest rate risk, basis risk and credit spread risk. To the extent that volatile market conditions occur,
the fair value of the Issuer's liquid assets portfolios could fall and cause the Issuer to record mark-to-
market losses. In a distressed economic or market environment, the fair value of certain of the Issuer's
exposures may be volatile and more difficult to estimate because of market illiquidity. Valuations in
future periods, reflecting then-prevailing market conditions, may result in significant negative changes
in the fair value of the Issuer's exposures, which could have a material adverse effect on the Issuer's
business, financial condition and results of operations.

The Issuer may be required to increase its contributions to the Yorkshire and Clydesdale Bank
defined benefit pension scheme (the '""DB Scheme") to fund deficits

The Issuer is the sponsoring employer of the DB Scheme. This is a defined benefit pension scheme and
assets of the DB Scheme are held in a trustee administered fund, operated separately from the Issuer.
Under the DB Scheme, benefits provided are based on employees' years of service and their salaries
using either a career average formula or final salary formula. Risk arises from the DB Scheme because
from time to time there may be insufficient assets to cover the defined benefit liabilities already built up
in the scheme (i.e. there is a deficit in the scheme) and the Issuer is obliged by legislation and the
governing documents of the scheme to fund the liabilities.

Following agreement from the trustees, the DB Scheme closed to new entrants in 2004 and is now closed
to the future build-up of benefits for the majority of employees. As of 1 August 2017, the principal
pension savings vehicle available to new employees is "Total Pension!", a defined contribution pension
scheme under which members now benefit from increased employer contributions. However, a small
minority of members of the Yorkshire section of the DB Scheme, who did not provide their individual
consent to the changes as at 31 July 2017, remain active members of the DB Scheme and are required to
make a minimum contribution of 15 per cent. of pensionable salary.

Despite these restrictions to new entrants and future accrual, the ongoing financial commitment of the
Issuer to the DB Scheme may increase over time, either because the cost of providing benefits in the
future for the remaining active members will increase or because the actuarial funding deficit increases.
The actuarial funding deficit of the DB Scheme and the financial commitments of the Issuer to the DB
Scheme are assessed at regular actuarial valuations. Agreement was reached with the DB Trustee (as
defined below) on the valuation of the actuarial funding deficit at 30 September 2016, with a calculated
deficit of £290 million. In the recovery plan dated 31 July 2017 the Issuer agreed to contribute £50
million per annum until 31 March 2022 and £55 million in the year to 31 March 2023 to eliminate this
deficit. For future valuations it is open to the trustees of the DB Scheme to call for valuations at an earlier
date. The assumptions used for the statutory valuation would generally need to be agreed between the
Issuer and the trustees of the DB Scheme, although the regulator established under Part 1 of the Pensions
Act 2004 (as amended) in the UK has the power to set these in certain circumstances.

The actuarial funding deficit in the DB Scheme can increase because of many factors outside the control
of the Issuer (for example, changes in market conditions or member longevity). If the actuarial funding
deficit increases, the Issuer could be obliged to make additional contributions to the scheme, and/or pay
in lump sums and/or set aside additional capital in respect of pensions risk. This could have a material
adverse effect on the Issuer's business, financial condition, results of operations and prospects.
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RISKS RELATING TO THE COVERED BONDS
Finite resources available to the LLP to make payments due under the Covered Bond Guarantee

Following the occurrence of an Issuer Event of Default and service of an Issuer Acceleration Notice on
the Issuer, all amounts payable under the Covered Bonds will be accelerated by the Bond Trustee as
against the Issuer following which a Notice to Pay will be served by the Bond Trustee on the LLP. The
LLP's ability to meet its obligations under the Covered Bond Guarantee will depend on: (i) the realisable
value of Selected Mortgage Loans and their Related Security in the Mortgage Portfolio; (ii) the amount
of Revenue Receipts and Principal Receipts generated by the Mortgage Portfolio and the timing thereof;
(iii) amounts received from the Swap Providers; (iv) the realisable value of Substitution Assets held by
it; and (v) the receipt by it of credit balances and interest on credit balances on the LLP Accounts.
Recourse against the LLP under the Covered Bond Guarantee is limited to the aforementioned assets and
the LLP will not have any other source of funds available to meet its obligations under the Covered Bond
Guarantee.

If an LLP Event of Default occurs and the Security created by or pursuant to the Deed of Charge is
enforced, the Charged Property may not be sufficient to meet the claims of all the Secured Creditors,
including the Covered Bondholders.

If, following enforcement of the Security constituted by or pursuant to the Deed of Charge, the Secured
Creditors have not received the full amount due to them pursuant to the terms of the Transaction
Documents, then they may still have an unsecured claim against the Issuer for the shortfall. There is no
guarantee that the Issuer will have sufficient funds to pay that shortfall.

Covered Bondholders should note that the Asset Coverage Test has been structured to ensure that the
Adjusted Aggregate Loan Amount is equal to or in excess of the Sterling Equivalent of the aggregate
Principal Amount Outstanding of the Covered Bonds for so long as Covered Bonds remain outstanding,
which should reduce the risk of there ever being a shortfall (although there is no assurance of this — in
particular, the sale of further Mortgage Loans and Related Security by the Seller to the LLP may be
required to avoid or remedy a breach of the Asset Coverage Test). The LLP and the Seller (in its capacity
as Member) must ensure that following the occurrence of an Issuer Event of Default, the Amortisation
Test is met on each Calculation Date and a breach of the Amortisation Test will constitute an LLP Event
of Default and will entitle the Bond Trustee to serve an LLP Acceleration Notice on the LLP (see
"Summary of the Principal Documents — LLP Deed — Asset Coverage Test" and "Credit Structure — Asset
Coverage Test"). The Asset Coverage Test and the Yield Shortfall Test have in the aggregate been
structured to ensure that the Asset Pool is sufficient to pay amounts due on the Covered Bonds and senior
ranking expenses which will include costs relating to the maintenance, administration and winding-up of
the Asset Pool whilst the Covered Bonds are outstanding. However no assurance can be given that the
Asset Pool will yield sufficient amounts for such purpose.

Differences in timings of obligations of the LLP and the Covered Bond Swap Providers under the
Covered Bond Swaps

With respect to the Covered Bond Swaps, the LLP will pay a monthly amount, on each LLP Payment
Date, to each Covered Bond Swap Provider based on a compounded daily SONIA rate over the relevant
Covered Bond Swap Observation Period. Each Covered Bond Swap Provider will not be obliged to
make corresponding swap payments to the LLP under a Covered Bond Swap for up to 12 months until
amounts are due and payable by the LLP under the Intercompany Loan Agreement (prior to the service
of a Notice to Pay or LLP Acceleration Notice on the LLP) or are Due for Payment under the Covered
Bond Guarantee (after the service of a Notice to Pay or LLP Acceleration Notice on the LLP). If a
Covered Bond Swap Provider does not meet its payment obligations to the LLP under the relevant
Covered Bond Swap and such Covered Bond Swap Provider does not make a termination payment that
has become due from it to the LLP, the LLP may have a larger shortfall in funds with which to make
payments under the Covered Bond Guarantee or Intercompany Loan Agreement with respect to the
Covered Bonds than if the Covered Bond Swap Provider's payment obligations coincided with LLP's
payment obligations under the Covered Bond Guarantee or Intercompany Loan Agreement. Hence, the
difference in timing between the obligations of the LLP and the Covered Bond Swap Providers under the
Covered Bond Swaps may affect the LLP's ability to make payments under the Covered Bond Guarantee
or Intercompany Loan Agreement with respect to the Covered Bonds.
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Covered Bonds where denominations involve integral multiples: definitive Covered Bonds

In relation to any issue of Covered Bonds that have denominations consisting of a minimum Specified
Denomination plus one or more higher integral multiples of another smaller amount, it is possible that
such Covered Bonds may be traded in amounts that are not integral multiples of such minimum Specified
Denomination. In such a case, a Covered Bondholder who, as a result of trading such amounts, holds an
amount which (after deducting integral multiples of such minimum Specified Denomination) is less than
the minimum Specified Denomination in his account with the relevant clearing system at the relevant
time may not receive a definitive Covered Bond in respect of such holding (should definitive Covered
Bonds be printed) and would need to purchase a principal amount of Covered Bonds such that its holding
amounts to a Specified Denomination. If definitive Covered Bonds are issued, Covered Bondholders
should be aware that definitive Covered Bonds that have a denomination that is not an integral multiple
of the minimum Specified Denomination may be illiquid and difficult to trade.

Excess Proceeds received by the Bond Trustee

Following the occurrence of an Issuer Event of Default and service of an Issuer Acceleration Notice, the
Bond Trustee may receive Excess Proceeds. The Excess Proceeds will be paid by the Bond Trustee on
behalf of the Covered Bondholders of the relevant Series to the LLP for its own account, as soon as
practicable, and will be held by the LLP in the LLP Accounts and the Excess Proceeds will thereafter
form part of the Security and will be used by the LLP in the same manner as all other monies from time
to time standing to the credit of the LLP Accounts. Any Excess Proceeds received by the Bond Trustee
will discharge pro tanto the obligations of the Issuer in respect of the Covered Bonds and Coupons
(subject to restitution of the same if such Excess Proceeds shall be required to be repaid by the LLP).
However, the obligations of the LLP under the Covered Bond Guarantee are unconditional and
irrevocable (following service on the LLP of a Notice to Pay) and the receipt by the Bond Trustee of any
Excess Proceeds will not reduce or discharge any such obligations.

By subscribing for Covered Bond(s), each Covered Bondholder will be deemed to have irrevocably
directed the Bond Trustee to pay the Excess Proceeds to the LLP in the manner as described above.

Series specific risks.

Fixed Rate Covered Bonds, Floating Rate Covered Bonds and Zero Coupon Covered Bonds (or a
combination of any of the foregoing) may be issued under the Programme. A number of these Covered
Bonds may have features which contain particular risks for potential investors. Set out below is a
description of the most common such features:

Exchange rate risks and exchange controls. The Issuer will pay principal and interest on the Covered
Bonds and the LLP will make any payments under the Covered Bond Guarantee in the Specified
Currency. This presents certain risks relating to currency conversions if an investor's financial activities
are denominated principally in a currency or currency unit other than the Specified Currency (the
"Investor's Currency"). These include the risk that exchange rates may significantly change (including
changes due to devaluation of the Specified Currency or revaluation of the Investor's Currency) and the
risk that authorities with jurisdiction over the Investor's Currency may impose or modify exchange
controls. An appreciation in the value of the Investor's Currency relative to the Specified Currency would
decrease (i) the Investor's Currency-equivalent yield on the Covered Bonds, (ii) the Investor's Currency-
equivalent value of the principal payable on the Covered Bonds and (iii) the Investor's Currency-
equivalent market value of the Covered Bonds. Government and monetary authorities may impose (as
some have done in the past) exchange controls that could adversely affect an applicable exchange rate or
the ability of the Issuer to make payments in respect of the Covered Bonds. As a result, investors may
receive less interest or principal than expected, or no interest or principal.

Fixed Rate Covered Bonds. Investment in Fixed Rate Covered Bonds involves the risk that subsequent
changes in market interest rates may adversely affect the value of the Fixed Rate Covered Bonds.

Fixed/Floating Rate Covered Bonds. Fixed/Floating Rate Covered Bonds may bear interest at a rate that
the Issuer may elect to convert from a fixed rate to a floating rate, or from a floating rate to a fixed rate.
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The Issuer's ability to convert the interest rate will affect the secondary market and the market value of
such Covered Bonds since the Issuer may be expected to convert the rate when it is likely to produce a
lower overall cost of borrowing. If the Issuer converts from a fixed rate to a floating rate, the spread on
the Fixed/Floating Rate Covered Bonds may be less favourable than the prevailing spreads on
comparable Floating Rate Covered Bonds tied to the same reference rate. In addition, the new floating
rate at any time may be lower than the rates on other Covered Bonds. If the Issuer converts from a
floating rate to a fixed rate, the fixed rate may be lower than the then prevailing rates on its Covered
Bonds.

Extendable obligations under the Covered Bond Guarantee. Following the failure by the Issuer to pay
the Final Redemption Amount of a Series of Covered Bonds on its Final Maturity Date (subject to
applicable grace periods) and if, following the service of a Notice to Pay on the LLP (by no later than the
date which falls one Business Day prior to the Extension Determination Date), payment of the
Guaranteed Amounts corresponding to the Final Redemption Amount in respect of such Series of the
Covered Bonds are not paid in full, then the payment of such Guaranteed Amounts may be automatically
deferred. The Issuer is not required to notify Covered Bondholders of such deferral. This will occur
(subject to no LLP Event of Default having occurred) if the Final Terms for a relevant Series of Covered
Bonds (the "relevant Series of Covered Bonds") provides that such Covered Bonds are subject to an
Extended Due for Payment Date.

To the extent that the LLP has received a Notice to Pay in sufficient time and has sufficient monies
available to pay in part the Guaranteed Amounts corresponding to the relevant Final Redemption Amount
in respect of the relevant Series of Covered Bonds, the LLP shall make such payment on the Extension
Determination Date. If the LLP has not received a Notice to Pay in sufficient time and/or does not have
sufficient monies available to pay the Guaranteed Amounts corresponding to the relevant Final
Redemption Amount in respect of the relevant Series of Covered Bonds, the LLP shall make such partial
payment in accordance with the Guarantee Priority of Payments and as described in Condition 7(a) (Final
redemption) on any Interest Payment Date up to and including the relevant Extended Due for Payment
Date. Payment of the unpaid amount shall be deferred automatically until the applicable Extended Due
for Payment Date (where the relevant Series of Covered Bonds are subject to an Extended Due for
Payment Date). The Extended Due for Payment Date will be specified in the relevant Final Terms, and
interest will continue to accrue and be payable on the unpaid amount in accordance with Condition 5
(Interest) and the LLP will pay Guaranteed Amounts constituting Scheduled Interest on each Original
Due for Payment Date and the Extended Due for Payment Date. In these circumstances, except where
the LLP has failed to apply money in accordance with the Guarantee Priority of Payments, failure by the
LLP to make payment in respect of the Final Redemption Amount on the Final Maturity Date (or such
later date within any applicable grace period) shall not constitute an LLP Event of Default. However,
failure by the LLP to pay Guaranteed Amounts corresponding to the Final Redemption Amount or the
balance thereof, as the case may be, on the Extended Due for Payment Date and/or pay Guaranteed
Amounts constituting Scheduled Interest on any Original Due for Payment Date or the Extended Due for
Payment Date will (subject to any applicable grace period) be an LLP Event of Default.

Covered Bonds subject to Optional Redemption by the Issuer. If an Issuer Call is specified in the
applicable Final Terms, the Issuer may elect to redeem all or some of the Covered Bonds at the Optional
Redemption Amount (specified in the applicable Final Terms) plus accrued interest due under the
Covered Bonds. An optional redemption feature of Covered Bonds is likely to limit the market value of
such Covered Bonds. During any period when the Issuer may elect to redeem Covered Bonds, the market
value of those Covered Bonds generally will not rise substantially above the price at which they can be
redeemed. This also may be true prior to any redemption period.

Where an Issuer Call is specified in the applicable Final Terms, the Issuer may be expected to redeem
Covered Bonds when its cost of borrowing is lower than the interest rate on the Covered Bonds. At those
times, an investor generally would not be able to reinvest the redemption proceeds at an effective interest
rate as high as the interest rate on the Covered Bonds being redeemed and may only be able to do so at a
significantly lower rate. Potential investors should consider reinvestment risk in light of other
investments available at that time.
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Covered Bonds issued at a substantial discount or premium. The market values of securities issued at a
substantial discount or premium from their principal amount tend to fluctuate more in relation to general
changes in interest rates than do prices for conventional interest-bearing securities. Generally, the longer
the remaining term of the securities, the greater the price volatility as compared to conventional interest-
bearing securities with comparable maturities.

Eurosystem Eligibility. Any potential investor in the Covered Bonds should make their own conclusions
and seek their own advice with respect to whether or not such Covered Bonds constitute Eurosystem
eligible collateral.

The regulation and reform of benchmarks may adversely affect the value of Covered Bonds
referencing such benchmarks

Various interest rate benchmarks (including the London Inter-Bank Offered Rate (“LIBOR”) and the
Euro Interbank Offered Rate (“EURIBOR”) are the subject of recent national and international
regulatory guidance and proposals for reform. Some of these reforms are already effective whilst others
are still to be implemented including the EU Benchmarks Regulation (Regulation (EU) 2016/1011) (the
“Benchmarks Regulation™).

Under the Benchmarks Regulation, which applies from 1 January 2018 in general, certain requirements
apply with respect to the provision of a wide range of benchmarks (including LIBOR and EURIBOR),
the contribution of input data to a benchmark and the use of a benchmark within the European Union. In
particular, the Benchmarks Regulation, among other things, (i) requires benchmark administrators to be
authorised or registered (or, if non-EU-based, to be subject to an equivalent regime or otherwise
recognised or endorsed) and to comply with extensive requirements in relation to the administration of
benchmarks and (ii) prevents certain uses by EU-supervised entities of benchmarks of administrators that
are not authorised or registered (or, if non-EU-based, deemed equivalent or recognised or endorsed).

The sustainability of LIBOR has been questioned by the UK Financial Conduct Authority as a result of
the absence of relevant active underlying markets and possible disincentives (including possibly as a
result of regulatory reforms) for market participants to continue contributing to such benchmarks. On 27
July 2017, and in a subsequent speech by its Chief Executive on 12 July 2018, the UK Financial Conduct
Authority (FCA) confirmed that it will no longer persuade or compel banks to submit rates for the
calculation of the LIBOR benchmark after 2021 (the “FCA Announcements”). The FCA
Announcements indicated that the continuation of LIBOR on the current basis cannot and will not be
guaranteed after 2021. In addition, on 29 November 2017, the Bank of England and the FCA announced
that, from January 2018, its Working Group on Sterling Risk-Free Rates has been mandated with
implementing a broad-based transition to the Sterling Overnight Index Average (“SONIA”) over the next
four years across sterling bond, loan and derivative markets, so that SONIA is established as the primary
sterling interest rate benchmark by the end of 2021(as further described under “The market continues to
develop in relation to SONIA as a reference rate” below).

Separate workstreams are also underway in Europe to reform the euro interbank offered rate
("EURIBOR") using a hybrid methodology and to provide a fallback by reference to a euro risk-free rate
(based on a euro overnight risk-free rate as adjusted by a methodology to create a term rate). On 13
September 2018, the working group on euro risk-free rates recommended Euro Short-term Rate
(“ESTER?”) as the new risk free rate. ESTER has been published by the ECB from October 2019. In
addition, on 21 January 2019, the euro risk free-rate working group published a set of guiding principles
for fallback provisions in new euro denominated cash products (including bonds). The guiding principles
indicate, among other things, that continuing to reference EURIBOR in relevant contracts may increase
the risk to the euro area financial system.

These reforms and other pressures may cause one or more interest rate benchmarks to disappear entirely,
to perform differently than in the past (as a result of a change in methodology or otherwise), create
disincentives for market participants to continue to administer or participate in certain benchmarks or
have other consequences which cannot be predicted. Such factors may have (without limitation) the
following effects on certain benchmarks: (i) discouraging market participants from continuing to
administer or contribute to a benchmark; (ii) triggering changes in the rules or methodologies used in the
benchmark and/or (iii) leading to the disappearance of the benchmark. Any of the above changes or any
other consequential changes as a result of international or national reforms or other initiatives or
investigations, could have a material adverse effect on the value of and return on the Covered Bonds.
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In particular, prospective investors should be aware that:

(a) any of these reforms or pressures described above or any other changes to a relevant interest
rate benchmark (including LIBOR and EURIBOR) could affect the level of the published rate,
including to cause it to be lower and/or more volatile than it would otherwise be;

(b) if LIBOR or EURIBOR is discontinued and an amendment as described in paragraph (d) below
has not been made, then the rate of interest on the relevant Floating Rate Covered Bonds will
be determined for a period by the fall-back provisions provided for under Condition 5(b)(ii)(B)
(Screen Rate Determination for Floating Rate Covered Bonds not referencing Compounded
Daily SONIA) of the Conditions of the Covered Bonds, although such provisions, being
dependent in part upon the provision by Reference Banks of offered quotations for the LIBOR
or EURIBOR rate, may not operate as intended depending on market circumstances and the
availability of rates information at the relevant time and may result in the effective application
of a fixed rate based on the rate which applied in the previous period when LIBOR or EURIBOR
(as applicable) was available;

() if SONIA is discontinued or otherwise unavailable and an amendment as described in paragraph
(d) below has not been made, then the rate of interest on the relevant Floating Rate Covered
Bonds will be determined for a period by the fall-back provisions provided for under Condition
5(b)(ii)(C) (Screen Rate Determination for Floating Rate Covered Bonds referencing
Compounded Daily SONIA) of the Conditions of the Covered Bonds. Such provisions may
result in the effective application of a fixed rate based on the rate which applied in the previous
period when SONIA was available;

(d) while an amendment may be made under Condition 15(b)(iii) (Base Rate Modifications) of the
Conditions of the Covered Bonds to change LIBOR, EURIBOR, SONIA or other benchmark
rate (as applicable) on the relevant Floating Rate Covered Bonds to an alternative base rate
under certain circumstances broadly related to dysfunction, disruption or discontinuation of the
original reference rate and subject to certain conditions there can be no assurance that any such
amendment will be made or, if made, that it (i) will fully or effectively mitigate interest rate
risks or result in an equivalent methodology for determining the interest rates on the relevant
Floating Rate Covered Bonds or (ii) will be made prior to any date on which any of the risks
described in in this risk factor may become relevant; and

(e) if LIBOR, EURIBOR, SONIA or any other relevant benchmark is discontinued, and whether
or not an amendment is made under Condition 15(b)(iii) (Base Rate Modifications) to change
LIBOR, EURIBOR, SONIA or other benchmark rate (as applicable) on the relevant Floating
Rate Covered Bonds as described in paragraph (c) above or in any associated swap or other
arrangements under the Transaction Documents, there can be no assurance that the applicable
fall-back provisions under the Swap Agreements would operate so as to ensure that the base
floating interest rate used to determine payments under the Swap Agreements is the same as
that used to determine interest payments under the Covered Bonds, or that any such amendment
made under Condition 15(b)(iii) (Base Rate Modifications) would allow the conditions under
the Swap Agreements to effectively mitigate interest rate and currency risks on the Covered
Bonds.

Investors should note the various circumstances under which a Base Rate Modification may be made,
which are specified in sub-paragraphs (1) to (5) of Condition 15(b)(iii)(A). As noted above these events
broadly relate to dysfunction, disruption or discontinuation of the relevant Reference Rate, but also
include, inter alia, any public statements by the relevant administrator or its supervisor to that effect, and
a Base Rate Modification may also be made if the Issuer reasonably expects any of these events to occur
within six months of the proposed effective date of such Base Rate Modification. Investors should also
note the various options permitted as an Alternative Base Rate as set out in sub-paragraphs (1) to (4) of
Condition 15(b)(iii)(B), which include, inter alia, a base rate utilised in a material number of publicly-
listed new issues of floating rate covered bonds or floating rate senior unsecured notes (and for these
purposes, unless agreed otherwise by the Bond Trustee, five (5) such issues shall be considered material).
Investors should also note the negative consent requirements in relation to a Base Rate Modification (as
to which see Risk Factors — Risk Factors related to a particular issue of Covered Bonds — “Covered
Bondholders will be deemed to have consented to certain modifications to the Transaction Documents
so long as holders of at least 10 per cent. of the aggregate Principal Amount Outstanding of the relevant
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Series of Covered Bonds have not contacted the Bond Trustee, the Issuer and the Principal Paying Agent
(collectively) in writing” below).

In addition, it should be noted that broadly divergent interest rate calculation methodologies may develop
and apply as between Mortgage Loans, the Covered Bonds and/or the Swap Agreements due to applicable
fall-back provisions or other matters and the effects of this are uncertain but could include a reduction in
the amounts available to the Issuer to meet its payment obligations in respect of the Covered Bonds.

More generally, any of the above matters (including an amendment to change LIBOR or EURIBOR or
other relevant benchmark rate as described in paragraph (c)) or any other significant change to the setting
or existence of LIBOR or EURIBOR or any other Reference Rate could affect the ability of the Issuer to
meet its obligations under the Covered Bonds and/or could have a material adverse effect on the value or
liquidity of, and the amount payable under, the Covered Bonds. No assurance may be provided that
relevant changes will not be made to LIBOR, EURIBOR or any other relevant benchmark rate and/or
that such benchmarks will continue to exist. Investors should consider these matters when making their
investment decision with respect to the Covered Bonds.

Ratings of the Covered Bonds

A security rating is not a recommendation to buy, sell or hold securities and may be subject to
suspension or withdrawal (or, as noted above, revision) at any time. A credit rating may not reflect
the potential impact of all of the risks related to the structure, market, additional factors discussed
above and other factors that may affect the value of the Covered Bonds. Any downgrade in the rating
of the Issuer by each Rating Agency may have a negative impact on the ratings of the Covered Bonds.

The expected ratings of the Covered Bonds are set out in the relevant Final Terms for each Series of
Covered Bonds. Any Rating Agency may lower its ratings or withdraw its rating if, in the sole judgement
of the Rating Agency, the credit quality of the Covered Bonds has declined or is in question. In addition,
at any time any Rating Agency may revise its relevant rating methodology with the result that, amongst
other things, any rating assigned to the Covered Bonds may be lowered. If any rating assigned to the
Covered Bonds is lowered or withdrawn, the market value of the Covered Bonds may reduce.

The Issuer is exposed to changes in the rating methodologies applied by rating agencies. Any adverse
changes of such methodologies may materially and adversely affect the Issuer's operations or financial
condition, the Issuer's willingness or ability to leave individual transactions outstanding and adversely
affect the Issuer's capital market standing.

In general, European (including the UK) regulated investors are restricted under Regulation (EU) No.
1060/2009 (as amended) (the "CRA Regulation") from using credit ratings for regulatory purposes,
unless such ratings are issued by a credit rating agency established in the EU or the UK and registered
under the CRA Regulation (and such registration has not been withdrawn or suspended), subject to
transitional provisions that apply in certain circumstances whilst the registration application is pending.
Such general restriction will also apply in the case of credit ratings issued by non-EU and or non-UK
credit rating agencies, unless the relevant credit ratings are endorsed by an EU-registered or UK-
registered credit rating agency or the relevant non-EU and or non-UK rating agency is certified in
accordance with the CRA Regulation (and such endorsement action or certification, as the case may be,
has not been withdrawn or suspended). The list of registered and certified rating agencies published by
ESMA on its website in accordance with the CRA Regulation is not conclusive evidence of the status of
the relevant rating agency included in such list, as there may be delays between certain supervisory
measures being taken against a relevant rating agency and the publication of the updated ESMA list.

Ratings confirmation in relation to the Covered Bonds in respect of certain actions

The terms of certain of the Conditions and certain of the Transaction Documents require, in respect of a
proposed action or step under or in connection with the Conditions or Transaction Document, that:

@) the Issuer obtains from each Rating Agency written confirmation that such action or step would
not result in (x) a downgrade, withdrawal or suspension of the then current ratings assigned to
the relevant Covered Bonds of any Series by such Rating Agency or (y) such Rating Agency
placing the Covered Bonds of any Series on rating watch negative (or equivalent) and delivers
a copy of each such confirmation to the Bond Trustee and the Security Trustee; or
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(i1) the Issuer provides a certificate signed by a director of the Issuer certifying to the Bond Trustee
and the Security Trustee that it has notified each Rating Agency of the proposed action or step
and, in its opinion, formed on the basis of due consideration and consultation with such Rating
Agency (including, as applicable, upon receipt of oral confirmation from an appropriately
authorised person at such Rating Agency), such action or step would not result in (x) a
downgrade, withdrawal or suspension of the then current ratings assigned to the Covered Bonds
of any Series by such Rating Agency or (y) such Rating Agency placing the Covered Bonds of
any Series on rating watch negative (or equivalent),

(i) and (ii) above, each a "Ratings Confirmation".

A Ratings Confirmation that any action proposed to be taken by the Issuer or the Bond Trustee will not
have an adverse effect on the then current rating of the Covered Bonds does not, for example, confirm
that such action (i) is permitted by the terms of the Transaction Documents or (ii) is in the best interests
of, or not prejudicial to, the Covered Bondholders. While each of the Secured Creditors (including the
Covered Bondholders), the Issuer, the LLP or the Bond Trustee (as applicable) are entitled to have regard
to the fact that each Rating Agency has confirmed that the then current rating of the relevant class of
Covered Bonds would not be adversely affected, a Ratings Confirmation does not impose or extend any
actual or contingent liability on the each Rating Agency to the Secured Creditors (including the Covered
Bondholders), the Issuer, the LLP, the Bond Trustee or any other person or create any legal relationship
between each Rating Agency and the Secured Creditors (including the Covered Bondholders), the Issuer,
the LLP, the Bond Trustee or any other person whether by way of contract or otherwise.

Any such Ratings Confirmation may or may not be given at the sole discretion of each Rating Agency
and certain Rating Agencies (including Fitch) have indicated that they will no longer provide a Ratings
Confirmation as a matter of policy. It should be noted that, depending on the timing of delivery of the
request and any information needed to be provided as part of any such request, it may be the case that a
Rating Agency cannot provide a Ratings Confirmation in the time available or at all, and the Rating
Agency should not be responsible for the consequences thereof. A Ratings Confirmation, if given by a
Rating Agency, will be given on the basis of the facts and circumstances prevailing at the relevant time
and in the context of cumulative changes to the transaction of which the securities form part since the
most recent date on which ratings were assigned to the Covered Bonds issued under the Programme. A
Ratings Confirmation represents only a restatement of the opinions given as at the date of the most recent
rating of the Covered Bonds and cannot be construed as advice for the benefit of any parties to the
transaction. Investors should be aware of the risk of the relevant Rating Agency not being able to provide
a Rating Agency Confirmation in the time required or at all, which may have an adverse effect on the
Covered Bonds.

Issuer liable to make payments when due on the Covered Bonds

The Issuer is liable to make payments when due on the Covered Bonds. The obligations of the Issuer
under the Covered Bonds are direct, unconditional, unsecured, and unsubordinated obligations, at all
times ranking pari passu amongst themselves and pari passu with all present and future unsecured and
unsubordinated obligations of the Issuer, (save for such obligations as may be preferred by provisions of
law).

The LLP has no obligation to pay the Guaranteed Amounts payable under the Covered Bond Guarantee
until the occurrence of an Issuer Event of Default, service by the Bond Trustee on the Issuer of an Issuer
Acceleration Notice and on the LLP of a Notice to Pay or, if earlier, following the occurrence of an LLP
Event of Default, service by the Bond Trustee of an LLP Acceleration Notice. The occurrence of an
Issuer Event of Default does not constitute an LLP Event of Default. However, failure by the LLP to
pay amounts when Due for Payment under the Covered Bond Guarantee would constitute an LLP Event
of Default which would entitle the Bond Trustee to accelerate the obligations of the Issuer under the
Covered Bonds (if they have not already become due and payable) and the obligations of the LLP under
the Covered Bond Guarantee and the Security Trustee to enforce the Security.

LLP only obliged to pay Guaranteed Amounts when the same are Due for Payment

Following service of an Issuer Acceleration Notice on the Issuer, a Notice to Pay will be served by the
Bond Trustee on the LLP. Subsequent to a failure by the Issuer to make a payment in respect of one or
more Series of Covered Bonds, the Bond Trustee may, but is not obliged to, serve an Issuer Acceleration
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Notice unless and until requested or directed by the holders of at least 25 per cent. of the Sterling
Equivalent of the aggregate Principal Amount Outstanding of the Covered Bonds then outstanding as if
they were a single Series or if so directed by an Extraordinary Resolution of all the Covered Bondholders
in accordance with Condition 10(a) (Issuer Events of Default). Following service of a Notice to Pay on
the LLP, under the terms of the Covered Bond Guarantee the LLP will be obliged to pay Guaranteed
Amounts as and when the same are Due for Payment. In these circumstances, the LLP will not be obliged
to pay any other amounts which become payable for any other reason.

Payments by the LLP will be made subject to any applicable withholding or deduction and the LLP will
not be obliged to pay any additional amounts as a consequence. The attention of potential Covered
Bondholders is drawn to the paragraph headed "Payments by the LLP " in the United Kingdom taxation
section below. Prior to service on the LLP of an LLP Acceleration Notice, the LLP will not be obliged
to make any payments in respect of broken funding indemnities, penalties, premiums, default interest or
interest on interest which may accrue on or in respect of the Covered Bonds. In addition, the LLP will
not be obliged at any time to make any payments in respect of additional amounts which may become
payable by the Issuer under Condition 8 (Taxation).

Subject to any grace period, if the LLP fails to make a payment when Due for Payment under the Covered
Bond Guarantee or any other LLP Event of Default occurs, then the Bond Trustee may accelerate the
obligations of the LLP under the Covered Bond Guarantee by service of an LLP Acceleration Notice on
the LLP, whereupon the Bond Trustee will have a claim under the Covered Bond Guarantee for an
amount equal to the Early Redemption Amount of each Covered Bond, together with accrued interest
and all other amounts then due under the Covered Bonds (other than additional amounts payable under
Condition 8), although in such circumstances the LLP will not be obliged to gross up in respect of any
withholding which may be required in respect of any payment. Following service of an LLP Acceleration
Notice and/or the commencement of winding-up proceedings against the LLP, the Security Trustee may
enforce the Security over the Charged Property. The proceeds of enforcement and realisation of the
Security shall be applied by the Security Trustee in accordance with the Post-Enforcement Priority of
Payments in the Deed of Charge, and the Covered Bondholders will receive amounts from the LLP on
an accelerated basis.

Covered Bonds issued under the Programme

Covered Bonds issued under the Programme will either be fungible with an existing Series of Covered
Bonds or have different terms from an existing Series of Covered Bonds (in which case they will
constitute a new Series).

All Covered Bonds issued from time to time under the Programme will, following service of an LLP
Acceleration Notice and enforcement of the security, rank pari passu with each other in all respects and
will share in the security granted by the LLP under the Deed of Charge. As a result, holders of Covered
Bonds issued pursuant to this Prospectus should be aware that they will rank pari passu and share in the
security granted by the LLP over, inter alia, the Mortgage Portfolio, with holders of Covered Bonds
which may be issued by the Issuer in a manner other than pursuant to this Prospectus.

If an Issuer Event of Default occurs in respect of a particular Series of Covered Bonds, the Covered
Bonds of all Series outstanding will accelerate at the same time against the Issuer (following service of
an Issuer Acceleration Notice) but will be subject to, and have the benefit of, payments made by the LLP
under the Covered Bond Guarantee (following service of a Notice to Pay). If an LLP Event of Default
occurs, following service of an LLP Acceleration Notice, the Covered Bonds of all Series outstanding
will accelerate against the Issuer (if not already accelerated following an Issuer Event of Default) and the
obligations of the LLP under the Covered Bond Guarantee will accelerate.

In order to ensure that any further issue of Covered Bonds under the Programme does not adversely affect
the existing Covered Bondholders:

1. the Issuer will be obliged to apply the proceeds of any issue of Covered Bonds to make a Term
Advance to the LLP. The LLP will use the proceeds of such Term Advance (after swapping the
same into Sterling if necessary):

@) to purchase Mortgage Loans and their Related Security from the Seller in accordance
with the terms of the Mortgage Sale Agreement; and/or
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(i1) to invest in Substitution Assets in an amount not exceeding the prescribed limit,

to the extent required to meet the requirements of Regulations 23 and 24(1)(a) of the RCB
Regulations and the Asset Coverage Test (as described below), and thereafter may be applied
by the LLP:

(a) to purchase Mortgage Loans and their Related Security, from the Seller in accordance
with the terms of the Mortgage Sale Agreement; and/or

(b) to invest in Substitution Assets in an amount not exceeding the prescribed limit; and/or

(c) subject to complying with the Asset Coverage Test, to make a Capital Distribution to
the Seller (in its capacity as Member) by way of distribution of that Member's equity
in the LLP in an amount equal to the Sterling Equivalent of the Term Advance or any
part thereof, which shall be paid to the Member on the relevant Issue Date by
telegraphic transfer or as otherwise directed by the Member; and/or

(d) if an existing Series or Tranche, or part of an existing Series or Tranche, of Covered
Bonds is being refinanced (by the issue of a further Series or Tranche of Covered
Bonds), to repay the Term Advance(s) corresponding to the Covered Bonds being so
refinanced; and/or

(e) to make a deposit of all or part of the proceeds in the Transaction Account (including,
without limitation, to fund the Reserve Fund to an amount not exceeding the prescribed
limit) or the Issuer Account (in an amount not exceeding the Issuer Permitted Cash
Amount).

2. the Asset Coverage Test will be required to be met both before and immediately after any further
issue of Covered Bonds; and

3. on or prior to the date of issue of any further Covered Bonds, the Issuer will be obliged to obtain
written confirmation from each of the Rating Agencies (addressed to the Issuer, the Bond
Trustee and the Security Trustee) that such further issue would not adversely affect the then
current ratings of the existing Covered Bonds.

Covered Bonds not in physical form.

Unless the Bearer Global Covered Bonds or the Registered Global Covered Bonds are exchanged for
Bearer Definitive Covered Bonds or Registered Definitive Covered Bonds, respectively, which exchange
will only occur in the limited circumstances set out under "Form of the Covered Bonds — Bearer Covered
Bonds" and "Form of the Covered Bonds — Registered Covered Bonds" below, the beneficial ownership
of the Covered Bonds will be recorded in book-entry form only with Euroclear and Clearstream,
Luxembourg and/or DTC. The fact that the Covered Bonds are not represented in physical form could,
among other things:

. result in payment delays on the Covered Bonds because distributions on the Covered Bonds will
be sent by or on behalf of the Issuer to Euroclear, Clearstream, Luxembourg or DTC instead of
directly to Covered Bondholders;

. make it difficult for Covered Bondholders to pledge the Covered Bonds as security if Covered
Bonds in physical form are required or necessary for such purposes; and

. hinder the ability of Covered Bondholders to resell the Covered Bonds because some investors
may be unwilling to buy Covered Bonds that are not in physical form.

Investors to rely on the procedures of Euroclear, Clearstream, Luxembourg and/or DTC for
transfer, payment and communication with the Issuer

Covered Bonds issued under the Programme may be represented by one or more Global Covered Bonds

which may be deposited with a common depositary for Euroclear and Clearstream Luxembourg or with
DTC (each of Euroclear, Clearstream, Luxembourg and DTC, a "Clearing System"). Except in the
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circumstances described in the relevant Global Covered Bonds, investors will not be entitled to receive
definitive Covered Bonds. The relevant Clearing System will maintain records of the beneficial interests
in the Global Covered Bonds. While the Covered Bonds are represented by one or more Global Covered
Bonds, investors will be able to trade their beneficial interests only through the relevant Clearing System
or DTC.

While the Covered Bonds are represented by one or more Global Covered Bonds, the Issuer will
discharge its payment obligations under the Covered Bonds by making payments to the common
depositary or, as appropriate, the custodian for DTC, for distribution to their account holders. A holder
of a beneficial interest in a Global Covered Bonds must rely on the procedures of the relevant Clearing
System or DTC (as applicable), to receive payments under the relevant Covered Bonds. The Issuer has
no responsibility or liability for the records relating to, or payments made in respect of, beneficial
interests in the Global Covered Bonds.

Holders of beneficial interests in the Global Covered Bonds will not have a direct right to vote in respect
of the relevant Covered Bonds. Instead, such holders will be permitted to act only to the extent that they
are enabled by the relevant Clearing System or by DTC to appoint appropriate proxies.

The fact that the Covered Bonds will not be in physical form may make it difficult for Covered
Bondholders to pledge the Covered Bonds as security if Covered Bonds in physical form are required or
necessary for such purposes.

Certain decisions of the Covered Bondholders taken at Programme level

Any Extraordinary Resolution to direct the Bond Trustee to serve an Issuer Acceleration Notice following
an Issuer Event of Default, to direct the Bond Trustee to serve an LLP Acceleration Notice following an
LLP Event of Default and any direction to the Bond Trustee or Security Trustee to take any enforcement
action must be passed at a single meeting of all the Covered Bondholders of all Series then outstanding.

Obligations under the Covered Bonds

The Covered Bonds will not represent an obligation or be the responsibility of any of the Arrangers, the
Dealers, the Bond Trustee, the Security Trustee or any other party to the Programme, their officers,
members, directors, employees, security holders or incorporators, other than the Issuer and the LLP. The
Issuer and the LLP will be liable solely in their corporate capacity for their obligations in respect of the
Covered Bonds and such obligations will not be the obligations of their respective officers, members,
directors, employees, security holders, incorporators or any holding company.

Market Disruption

In accordance with Condition 5(b)(ii) (Rate of Interest), the Rate of Interest in respect of Floating Rate
Covered Bonds is determined by reference to market information sources. Such market information
sources might become unavailable for various reasons, including suspensions or limitations on trading,
events which affect or impair the ability of market participants in general, or early closure of market
institutions. These could be caused by, amongst other things, physical threats to the publishers of the
market information sources, market institutions or market participants in general, or unusual trading, or
matters such as currency changes.

If the Relevant Screen Page is not available for any reason, the Principal Paying Agent will request each
of the Reference Banks, appointed by the Issuer, to provide the Principal Paying Agent with its offered
quotation to leading banks or, as applicable, its rate for deposits in the relevant Specified Currency for
the relevant rate for the purposes of determining the applicable Rate of Interest. However, there can be
no assurance that the Issuer will be able to appoint one or more Reference Banks to provide offered
quotations and no Reference Banks have been appointed at the date of this Prospectus.

In accordance with Condition 5(b)(ii) (Rate of Interest) if the Screen Page is not available and the Issuer
is unable to determine the Rate of Interest by reference to the offered quotations or rates of deposit
provided by the Reference Banks (due to the requisite number of Reference Banks not providing such
quotations or rates), the applicable Rate of Interest for the relevant Interest Period will be the Rate of
Interest in effect for the last preceding Interest Period (taking into account any change in the relevant
Margin). If the Rate of Interest was determined by reference to a previously calculated Reference Rate,
Covered Bondholders may be adversely affected.
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RISKS RELATING TO THE COVER POOL
Limited description of the Mortgage Portfolio

The Covered Bondholders will have access to detailed loan level data in relation to the Mortgage Loans
in the Mortgage Portfolio via the Issuer's website. However, because it is expected that the constitution
of the Mortgage Portfolio will frequently change due to, for instance:

. the Seller selling Mortgage Loans and their Related Security (or New Mortgage Loan Types
(which may include Offset Mortgage Loans) and their Related Security) to the LLP;

. the Seller repurchasing Mortgage Loans and their Related Security in accordance with the
Mortgage Sale Agreement; and

. potentially, New Sellers acceding to certain of the Transaction Documents and selling Mortgage
Loans and their Related Security (or New Mortgage Loan Types and their Related Security) to
the LLP.

There is no assurance that the characteristics of the New Mortgage Loans assigned to the LLP on a
Transfer Date will be the same as those of the Mortgage Loans in the Mortgage Portfolio as at that
Transfer Date. However, each Mortgage Loan will be required to meet the Eligibility Criteria and the
Loan Warranties set out in the Mortgage Sale Agreement — see "Summary of the Principal Documents —
Mortgage Sale Agreement — Sale by the Seller of Mortgage Loans and Related Security" (although the
Eligibility Criteria and Loan Warranties may change in certain circumstances — see "The Bond Trustee
and the Security Trustee may agree to modifications to the Transaction Documents without, respectively,
the Covered Bondholders' or Secured Creditors' prior consent" above). In addition, the Asset Coverage
Test is intended to ensure that the Adjusted Aggregate Loan Amount is an amount equal to or in excess
of the Sterling Equivalent of the aggregate Principal Amount Outstanding of the Covered Bonds for so
long as Covered Bonds remain outstanding and the Cash Manager will provide monthly reports that will
set out certain information in relation to the Asset Coverage Test.

Sale of Selected Mortgage Loans and their Related Security following the occurrence of an Issuer
Event of Default

If a Notice to Pay is served on the LLP, then the LLP will be obliged to sell Selected Mortgage Loans
and their Related Security (selected on a random basis) in order to make payments to the LLP's creditors
including payments under the Covered Bond Guarantee (see "Summary of the Principal Documents —
LLP Deed — Sale of Selected Mortgage Loans and their Related Security following service of a Notice to
Pay").

There is no guarantee that a buyer will be found to acquire Selected Mortgage Loans and their Related
Security at the times required and there can be no guarantee or assurance as to the price which may be
able to be obtained, which may affect payments under the Covered Bond Guarantee. However, the
Selected Mortgage Loans may not be sold by the LLP for less than an amount equal to the Adjusted
Required Redemption Amount for the relevant Series of Covered Bonds until six months prior to: (a) the
Final Maturity Date in respect of such Covered Bonds; or (b) (if the same is specified as applicable in
the relevant Final Terms) the Extended Due for Payment Date under the Covered Bond Guarantee in
respect of such Covered Bonds. In the six months prior to, as applicable, the Final Maturity Date or
Extended Due for Payment Date, the LLP is obliged to sell the Selected Mortgage Loans for the best
price reasonably available notwithstanding that such price may be less than the Adjusted Required
Redemption Amount.

Set-off risk may adversely affect the value of the Mortgage Portfolio or any part thereof

As described in "Equitable Interest and Declaration of Trust", the Seller will make an equitable
assignment (in respect of English Mortgage Loans and Northern Irish Mortgage Loans) and declare
Scottish Declarations of Trust (in respect of Scottish Mortgage Loans) of the relevant Mortgage Loans
and Mortgages to the LLP, with legal title being retained by the Seller. Therefore, the rights of the LLP
may be subject to the direct rights of the Borrowers against the Seller, including rights of set-off which
occur in relation to the transactions or deposits made between the Borrower and the Seller existing prior
to notification to the Borrowers of the assignment in respect of the Mortgage Loans and the Mortgages.
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Such set-off rights (including analogous rights in Scotland) may arise if the Seller fails to advance a Cash
Borrow-back to a Borrower under a Mortgage Loan when the Borrower is entitled to such Cash Borrow-
back. A Borrower's request for a Cash Borrow-back is subject to the Seller's agreement in each case.
The Seller will agree to a Cash Borrow-back where the Borrower is able to demonstrate that he will
continue to be able to afford the revised monthly payment following the advance of the Cash Borrow-
back. Please see "Borrow-backs" below.

If the Seller fails to advance the Cash Borrow-back in accordance with the relevant Mortgage Loan, then
the relevant Borrower may argue that it is entitled to set-off any damages claim (or any analogous rights
in Scotland) arising from the Seller's breach of contract against the Seller's (and, as equitable assignee of
or holder of the beneficial interest in the Mortgage Loans and the Mortgages, the LLP's) claim for
payment of principal and/or interest under the Mortgage Loan when it becomes due.

The amount of the claim in respect of a Cash Borrow-back will, in many cases, be the cost to the Borrower
of finding an alternative source of funds (although in relation to Scottish Mortgage Loans it is possible
that the right of set-off could extend to the full amount due to the Borrower). The Borrower may obtain
a mortgage loan elsewhere in which case the damages would be equal to any difference in the borrowing
costs together with any consequential losses, namely the associated costs of obtaining alternative funds
(for example, legal fees and survey fees). If the Borrower is unable to obtain an alternative mortgage
loan, he or she may have a claim in respect of other losses arising from the Seller's breach of contract
where there are special circumstances communicated by the Borrower to the Seller at the time the
Borrower entered into the Mortgage Loan or which otherwise were reasonably foreseeable.

Should a Borrower hold a deposit account with the Issuer, the Borrower, in the event of the insolvency
of the Issuer, may be able to set-off any amounts held in the relevant deposit account against amounts
owed by the Borrower pursuant to the Mortgage Loan. The giving of notice to the Borrower would
crystallise the Borrower's entitlement to set-off amounts as of the date of receipt of the relevant notice.

A Borrower may also attempt to set-off against his or her mortgage payments an amount greater than the
amount of his or her damages claim (or any analogous rights in Scotland). In that case, the Administrator
will be entitled to take enforcement proceedings against the Borrower although the period of non-
payment by the Borrower is likely to continue until a judgment or decree is obtained.

Certain of the standard forms of mortgage conditions used in connection with the Mortgage Portfolio do
not exclude a right for the Borrower to set-off certain sums owed to it or liabilities of the lender against
sums or liabilities owed by the Borrower to the lender.

The exercise of set-off rights by Borrowers would reduce the incoming cash flow to the LLP during such
exercise. The Asset Coverage Test takes into account certain set-off risks related to Cash Borrow-backs
exercised by Borrowers whose Mortgage Loans are in the Mortgage Portfolio.

Limited recourse to the Seller

The LLP, the Bond Trustee and the Security Trustee will not undertake any investigations, searches or
other actions on any Mortgage Loan or its Related Security comprising the Mortgage Portfolio or to
establish the creditworthiness of any Borrower and will rely instead on the Loan Warranties given in the
Mortgage Sale Agreement by the Seller.

In the event of there being a breach of any of the Loan Warranties which could (having regard to, without
limitation, whether a loss is likely to be incurred in respect of the Mortgage Loan and/or its Related
Security to which the breach relates after taking account of the likelihood of recoverability or otherwise
of any sums under any applicable insurance policies) have a material adverse effect on the Mortgage
Loan and its Related Security, then the Seller will be required to notify the LLP and the Security Trustee
as soon as reasonably practical after becoming aware of the fact.

If the Seller fails to remedy the breach of a Loan Warranty within 60 days of the Seller or the
Administrator becoming aware of such breach, then the Seller will be required to repurchase on or before
the next following LLP Payment Date (or such other date that may be agreed between the LLP and the
Seller) the relevant Mortgage Loan and its Related Security and any other Mortgage Loans of the relevant
Borrower that are included in the Mortgage Portfolio, at the Repurchase Price.
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There can be no assurance that the Seller, in the future, will have the financial resources to repurchase a
Mortgage Loan or Mortgage Loans and its or their Related Security. However, if the Seller does not
repurchase those Mortgage Loans and their Related Security which are in breach of the Loan Warranties
then the Current Balance of those Mortgage Loans will be excluded from the calculation of the Asset
Coverage Test. There is no further recourse to the Seller or the Issuer in respect of a breach of a Loan
Warranty.

Maintenance of Mortgage Portfolio

Asset Coverage Test: Pursuant to the terms of the Mortgage Sale Agreement, the Seller will agree to use
all reasonable endeavours to transfer Mortgage Loans and their Related Security to the LLP in order to
ensure that the Mortgage Portfolio is in compliance with the Asset Coverage Test. The consideration
payable to the Seller for the sale of the Mortgage Loans and Related Security to the LLP will be a
combination of: (i) a cash payment paid by the LLP; and/or (ii) the Seller being treated as having made
a Capital Contribution to the LLP (in an amount up to the difference between the Current Balance of the
Mortgage Loans sold by the Seller to the LLP as at the relevant Transfer Date and the cash payment (if
any) paid by the LLP for such Mortgage Loans); and (iii) Deferred Consideration.

Alternatively, the Issuer (in its capacity as a Member of the LLP) may make a Cash Capital Contribution
to the LLP pursuant to the LLP Deed in order to ensure that the LLP is in compliance with the Asset
Coverage Test. If a breach of the Asset Coverage Test occurs which is not cured on the next Calculation
Date, an Asset Coverage Test Breach Notice will be served on the LLP, which will result in the
consequences set out in "Summary of the Principal Documents — LLP Deed — Asset Coverage Test".
There is no specific recourse by the LLP to the Seller in respect of the failure to sell Mortgage Loans and
their Related Security to the LLP nor is there any specific recourse to the Issuer (in its capacity as a
Member of the LLP) if it does not make Cash Capital Contributions to the LLP. In addition, Covered
Bondholders should be aware that the FCA may take certain action under the RCB Regulations in relation
to the Seller, including prohibiting the Seller from transferring further Mortgage Loans to the LLP. Any
such action may have an adverse effect on the ability of the Issuer and the LLP to meet its obligations
under the Covered Bonds and the Covered Bond Guarantee, as applicable.

Amortisation Test: Pursuant to the LLP Deed, the LLP and the Issuer (in its capacity as a Member of the
LLP) must ensure that on each Calculation Date following service of a Notice to Pay on the LLP but
prior to the service of an LLP Acceleration Notice and/or the commencement of winding-up proceedings
against the LLP and/or realisation of the Security, the Amortisation Test Aggregate Loan Amount is in
an amount at least equal to the Sterling Equivalent of the aggregate Principal Amount Outstanding of the
Covered Bonds. The Amortisation Test is intended to ensure that the assets of the LLP do not fall below
a certain threshold to ensure that the assets of the LLP are sufficient to meet its obligations under the
Covered Bond Guarantee and senior expenses that rank in priority to or pari passu with amounts due on
the Covered Bonds.

If the collateral value of the Mortgage Portfolio has not been maintained in accordance with the terms of
the Asset Coverage Test or the Amortisation Test, then that may affect the realisable value of the
Mortgage Portfolio or any part thereof (both before and after the occurrence of an LLP Event of Default)
and/or the ability of the LLP to make payments under the Covered Bond Guarantee. However, failure to
satisfy the Amortisation Test on any Calculation Date following an Issuer Event of Default will constitute
an LLP Event of Default, thereby entitling the Bond Trustee to accelerate the Issuer's obligations under
the Covered Bonds against the Issuer (to the extent such obligations had not already been accelerated
against the Issuer) and the LLP's obligations under the Covered Bond Guarantee against the LLP subject
to and in accordance with the Conditions.

Prior to the occurrence of an Issuer Event of Default, the Asset Monitor will, subject to receipt of the
relevant information from the Cash Manager, test the calculations performed by the Cash Manager in
respect of the Asset Coverage Test once each year on the Calculation Date immediately prior to each
anniversary of the Initial Programme Date and more frequently in certain circumstances. Following the
occurrence of an Issuer Event of Default, the Asset Monitor will be required to test the calculations
performed by the Cash Manager in respect of the Amortisation Test. See further "Summary of the
Principal Documents — Asset Monitor Agreement".
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The Security Trustee shall not be responsible for monitoring compliance with, nor the monitoring of, the
Asset Coverage Test or the Amortisation Test or any other test, or supervising the performance by any
other party of its obligations under any Transaction Document.

Factors that may affect the realisable value of the Mortgage Portfolio or any part thereof or the
ability of the LLP to make payments under the Covered Bond Guarantee

Following the occurrence of an Issuer Event of Default, the service on the Issuer of an Issuer Acceleration
Notice and the service on the LLP of a Notice to Pay, the realisable value of Selected Mortgage Loans
and their Related Security comprised in the Mortgage Portfolio may be reduced (which may affect the
ability of the LLP to make payments under the Covered Bond Guarantee) by:

1. representations or warranties not being given by the LLP or (unless otherwise agreed with the
Seller) the Seller;

2. default by Borrowers of amounts due on their Mortgage Loans;

3. the Mortgage Loans of New Sellers being included in the Mortgage Portfolio;

4, the inclusion of New Mortgage Loan Types in the Mortgage Portfolio;

5. changes to the Lending Criteria of the Seller;

6. the LLP not having legal title to the Mortgage Loans in the Mortgage Portfolio;

7. risks in relation to some types of Mortgage Loans which may adversely affect the value of

Mortgage Portfolio or any part thereof;

8. limited recourse to the Seller;

9. possible regulatory changes by the FCA, the PRA, the CMA and other regulatory authorities;
and

10. regulations in the United Kingdom that could lead to some terms of the Mortgage Loans being

unenforceable(see “Information Relating to the Regulation of Mortgages in the UK below). .

Certain of these factors are considered in more detail below. However, it should be noted that the Asset
Coverage Test, the Amortisation Test and the Eligibility Criteria are intended to ensure that there will be
an adequate amount of Mortgage Loans in the Mortgage Portfolio and monies standing to the credit of
the LLP Accounts to enable the LLP to repay the Covered Bonds following an Issuer Event of Default,
service of an Issuer Acceleration Notice on the Issuer and service of a Notice to Pay on the LLP and
accordingly it is expected (but there is no assurance) that Selected Mortgage Loans and their Related
Security could be realised for sufficient values to enable the LLP to meet its obligations under the
Covered Bond Guarantee.

No representations or warranties to be given by the LLP or the Seller if Selected Mortgage Loans
and their Related Security are to be sold

Following the service of an Asset Coverage Test Breach Notice (which has not been revoked) or the
service of a Notice to Pay on the LLP (but in each case prior to the service of an LLP Acceleration Notice
and/or the commencement of winding-up proceedings against the LLP and/or realisation of the Security),
the LLP will be obliged to sell Selected Mortgage Loans and their Related Security to third party
purchasers, subject to a right of pre-emption enjoyed by the Seller pursuant to the terms of the Mortgage
Sale Agreement (see "Summary of the Principal Documents — LLP Deed — Sale of Selected Mortgage
Loans and their Related Security following service of an Asset Coverage Test Breach Notice"). In respect
of any sale of Selected Mortgage Loans and their Related Security to third parties, however, the LLP will
not be permitted to give warranties or indemnities in respect of those Selected Mortgage Loans and their
Related Security. There is no assurance that the Seller would give any warranties or representations in
respect of the Selected Mortgage Loans and their Related Security. Any Loan Warranties previously
given by the Seller in respect of the Mortgage Loans in the Mortgage Portfolio may not have value for a
third party purchaser if the Seller is then insolvent. Accordingly, there is a risk that the realisable value
of the Selected Mortgage Loans and their Related Security could be adversely affected by the lack of
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representations and warranties which in turn could adversely affect the ability of the LLP to meet its
obligations under the Covered Bond Guarantee.

Default by Borrowers in paying amounts due on their Mortgage Loans

Borrowers may default on their obligations under the Mortgage Loans. Defaults may occur for a variety
of reasons. The Mortgage Loans are affected by credit, liquidity and interest rate risks. Various factors
influence mortgage delinquency rates, prepayment rates, repossession frequency and the ultimate
payment of interest and principal, such as changes in the national or international economic climate,
regional economic conditions (due to local, national and/or global macroeconomic factors) or housing
conditions, changes in tax laws, interest rates, inflation, the availability of financing, yields on alternative
investments, political developments and government policies. Although interest rates are currently at a
historical low, this may change in the future and an increase in interest rates may adversely affect
Borrowers' ability to pay interest or repay principal on their Mortgage Loans. Given the unpredictable
effect such factors may have on the local, national or global economy, no assurance can be given as to
the impact of any of the matters described in this paragraph and the paragraph below, and, in particular,
no assurance can be given that such matters would not adversely affect the ability of the Issuer to satisfy
its obligations under the Covered Bonds.

Other factors in Borrowers' personal or financial circumstances may affect the ability of Borrowers to
repay Mortgage Loans. Unemployment, loss of earnings, illness (including any illness arising in
connection with an epidemic or pandemic or the fear of such crises (such as coronavirus, measles, SARS,
Ebola, HINI1, Zika, avian influenza, swine flu, or other epidemic diseases)), relationship breakdown and
other similar factors may lead to an increase in delinquencies by and individual insolvency of Borrowers,
and could ultimately have an adverse impact on the ability of Borrowers to repay the Mortgage Loans.
In addition, the ability of a Borrower to sell a property given as security for a Mortgage Loan at a price
sufficient to repay the amounts outstanding under that Mortgage Loan will depend upon a number of
factors, including the availability of buyers for that property, the value of that property and property
values in general at the time. If the timing and payment of the Mortgage Loans is adversely affected by
any of the risks described in this paragraph, then payments on the Covered Bonds could be reduced and/or
delayed and could ultimately result in losses on the Covered Bonds. As a result of the recent coronavirus
pandemic, Borrowers may face difficulty in paying amounts due on their mortgages as a result of illness
or inability to work as a result of social distancing measures adopted by the UK Government. The Seller
is aware of the government guidance to allow affected Borrowers to take payment holidays or defer
certain payments on their Mortgage Loans as a result of easing the social and economic effects of the
coronavirus pandemic.

If a Borrower fails to repay its Mortgage Loan and the related Mortgaged Property is repossessed, the
likelihood of there being a net loss on disposal of the Mortgaged Property is increased by a higher loan-
to-value ratio.

In order to enforce a power of sale in respect of a Mortgaged Property, the relevant mortgagee (which
may be the Seller or the LLP) must first obtain possession of the relevant property. Possession is usually
obtained by way of a court order or decree although this can be a lengthy and costly process and will
involve the mortgagee assuming certain risks. If obtaining possession of properties in such circumstances
is lengthy or costly, the LLP's ability to make payments on the Covered Bonds (following the occurrence
of an Issuer Event of Default and service of a Notice to Pay on the LLP) may be reduced. The LLP's
ability to make such payment may be reduced further if the mortgagee's method for obtaining possession
of properties permitted by law is restricted in the future. Further detail is included in the section headed
“Information relating to the regulation of Mortgages in the UK — The Mortgage Repossession
(Protection of Tenants etc) Act 2010 and the Home Owner and Debtor Protection (Scotland) Act 2010"
below.

The Mortgage Loans of New Sellers may be included in the Mortgage Portfolio

New Sellers which are members of the Clydesdale Group, may in the future accede to the Programme
and sell Mortgage Loans and their related security to the LLP. However, this would only be permitted if
the conditions precedent relating to New Sellers acceding to certain of the Transaction Documents (more
fully described under "Summary of the Principal Documents — Mortgage Sale Agreement — New Sellers",
below) are met. Provided that those conditions are met, the consent of the Covered Bondholders to the
accession of any New Seller to the Programme will not be obtained.
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Any loans originated by a New Seller will have been originated in accordance with the lending criteria
of the New Seller, which may differ from the Lending Criteria of Mortgage Loans originated by the
Seller. Ifthe lending criteria differ in a way that affects the creditworthiness of the loans in the Mortgage
Portfolio, that may lead to increased defaults by Borrowers and may affect the realisable value of the
Mortgage Portfolio or any part thereof or the ability of the LLP to make payments under the Covered
Bond Guarantee. As noted above, however, Defaulted Mortgage Loans in the Mortgage Portfolio will
be given a reduced weighting for the purposes of the calculation of the Asset Coverage Test and the
Amortisation Test.

Equitable Interest and Declaration of Trust

The transfer of the English Mortgage Loans and their Related Security and Northern Irish Mortgage
Loans and their Related Security by the Seller to the LLP will take effect in equity only (until legal title
is conveyed following the occurrence of a Relevant Event). The sale of Scottish Mortgage Loans and
their Related Security will take effect as a contractual sale only on the relevant Transfer Date. The
transfer of the Scottish Mortgage Loans and their Related Security from the Seller to the LLP will be
given effect by a declaration of trust by the Seller in favour of the LLP (the "Scottish Declaration of
Trust") by which the beneficial interest in such Scottish Mortgage Loans and their Related Security will
be transferred to the LLP. In each case, this means that in respect of the Mortgage Loans, the LLP will
not acquire legal title and, in the case of registered land in England and Wales, will not be registered as
proprietor and legal owner of the Mortgage at HM Land Registry or, in the case of land in Scotland, will
not be registered or recorded as heritable creditor at the Registers of Scotland or in the case of registered
land in Northern Ireland, will not be registered as the registered and legal owner.

Notice of assignment of the Mortgage Loans will not be given to Borrowers at the time of the assignment
but may be given on the occurrence of any of the Relevant Events, which oblige the Seller to transfer
legal title to the Mortgage Loans at which point the LLP will, pursuant to the Mortgage Sale Agreement,
submit an application for the transfer of the Mortgages to be registered at HM Land Registry, the
Registers of Northern Ireland and Registers of Scotland. The Seller shall hold the legal title to the
Mortgage Loans as bare trustee for the LLP (or, in respect of Scottish Mortgage Loans, pursuant to the
Scottish Declaration of Trust) who shall be the sole beneficial owner (holding such interest as bare trustee
for the Beneficiaries in accordance with the terms of the Mortgages Trust Deed).

The holding of the whole beneficial interest in the Mortgage Loans and not the legal estate has five main
legal consequences in England, Wales and Northern Ireland, being the following:

(a) for so long as the LLP holds only the whole beneficial interest in the Mortgage Loans and their
Related Security and not the legal estate, the interest of the LLP in the Mortgage Loans and their
Related Security may (particularly in the case of a Mortgage Loan where there is no restriction
on the title against registration of any interests) become subject to interests of third parties
(whether legal or equitable) created after the creation of the equitable interest of the LLP and
before the transfer to it of the legal estate is perfected. The LLP's equitable interest may also be
defeated by a subsequent purchaser or transferee for value of the Mortgage Loans and their
Related Security;

(b) although as between the Seller and the LLP, under the Administration Agreement, the Seller has
agreed that it will not vary any of the terms of the Mortgage Loans or their Related Security, it
may in its capacity as Administrator vary certain terms in certain circumstances as set out in the
Administration Agreement. As between any Borrower and the LLP, if the Seller were to modify
the terms of the Mortgage Loans and their Related Security the revised terms would apply and
the LLP would only have recourse against the Seller for breach of contract or breach of trust;

(c) for so long as the LLP holds only an equitable interest, it must join the Seller as a party to any
legal proceedings which it may want to take against any Borrower. In this regard, the Seller
will undertake for the benefit of the Issuer and the LLP that it will lend its name to, and take
such other steps as may reasonably be required by the Issuer, the LLP or the Security Trustee in
relation to, any legal proceedings in respect of the Mortgage Loans or their Related Security;

(d) unless and until a Borrower has notice of the transfer to the LLP of the relevant Mortgage Loan,
such Borrower is not bound to make payment to anyone other than the person to whom he or
she made such payments before the transfer took place (being the Seller) and can obtain a valid
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discharge from such person. However, the Seller will hold all amounts received in relation to
the Mortgage Loans on trust for the LLP; and

(e) unless and until a Borrower has notice of the sale, equitable rights of set off may accrue in favour
of such Borrower against his or her obligation to make payments under the relevant Mortgage
Loans to the Seller. These rights may result in the Issuer receiving less money than anticipated
from the Mortgage Loans.

Once notice has been given to the Borrowers of the assignment of the Mortgage Loans and their Related
Security to the LLP, independent set-off rights which a Borrower has against the Seller (such as, for
example, set-off rights associated with Borrowers holding deposits with the Seller) will crystallise and
further rights of independent set-off would cease to accrue from that date and no new rights of
independent set-off could be asserted following that notice. Set-off rights arising under "transaction set-
off" (which are set-off claims arising out of a transaction connected with the Mortgage Loan) will not be
affected by that notice and will continue to exist. In respect of Scottish Mortgage Loans, references in
this Prospectus to "set-off" are to be read as references to analogous rights in Scotland.

It should be noted however, that the Asset Coverage Test seeks to take account of the potential set-off
risk associated with Borrowers holding deposits with the Seller (although there is no assurance that all
such risks will be accounted for). Further, for so long as the LLP does not have legal title, the Seller will
undertake for the benefit of the LLP and the Secured Creditors that it will lend its name to, and take such
other steps as may be reasonably required by the LLP and/or the Security Trustee in relation to, any legal
proceedings in respect of the Mortgage Loans and their Related Security.

If any of the risks described above were to occur then the realisable value of the Mortgage Portfolio or
any part thereof may be affected.

Under the Mortgage Sale Agreement, the Seller will grant to the LLP a power of attorney to give it the
power to do all further things and take all necessary action to perfect the transfer of legal title to the
Mortgage Loans and their Related Security following the occurrence of a Relevant Event.

The holding of a beneficial interest under a Scottish trust has (broadly) equivalent legal consequences in
Scotland to the holding of an equitable interest in England and Wales, as described in the section entitled
"Equitable Interest and Declaration of Trust" above (namely, the LLP's interest in the property held on
trust may become subject to the interests of bona fide third party purchasers who have completed title to
the relevant property and the Seller as trustee under such Scottish trust must lend its name in any legal
proceedings). Similarly, prior to notice of the trust being given to a Borrower, the Borrower may be at
risk of exercising certain rights of retention (i.e. set-off) against the Seller.

Further to the granting of the Scottish Declaration of Trust, the LLP will grant to the Security Trustee an
assignation in security (i.e. a fixed charge) over, inter alia, its interest, under the Scottish Declaration of
Trust, in the Mortgage Loans which are Scottish Mortgage Loans and their Related Security comprised
in the Mortgage Portfolio, pursuant to the Deed of Charge.

If the LLP fails to comply with Scottish formalities, the security over the Scottish Mortgages may be
prejudiced.

Realisation of Charged Property following the occurrence of an LLP Event of Default and
service of an LLP Acceleration Notice and/or following the commencement of winding-up
proceedings against the LLP

If an LLP Event of Default occurs and an LLP Acceleration Notice is served on the LLP and/or winding-
up proceedings are commenced against the LLP, then the Security Trustee will be entitled to enforce the
Security created under and pursuant to the Deed of Charge and the proceeds from the realisation of the
Charged Property will be applied by the Security Trustee towards payment of all secured obligations in
accordance with the Post-Enforcement Priority of Payments, described in "Cashflows" below.

There is no guarantee that the proceeds of realisation of the Charged Property will be in an amount
sufficient to repay all amounts due to the Secured Creditors (including the Covered Bondholders) under
the Covered Bonds and the Transaction Documents.

72



1.12

If an LLP Acceleration Notice is served on the LLP then the Covered Bonds may be repaid sooner or
later than expected or not at all.

Risks relating to Buy-to-Let mortgages

The Mortgage Loans in the Mortgage Portfolio include buy-to-let loans where the relevant Mortgaged
Properties are not owner-occupied and may be let by the relevant Borrower to tenants. For further
information regarding the various conditions applicable to the sale of Mortgage Loans and their Related
Security, please see "Mortgage Sale Agreement —Eligibility Criteria" below. The Borrower's ability to
service payment obligations in respect of such a Mortgage Loan is likely to depend on the Borrower's
ability to lease the relevant Mortgaged Properties on appropriate terms. However, there can be no
guarantee that each such Mortgaged Property will be the subject of an existing tenancy when the relevant
Mortgage Loan is acquired by the LLP or that any tenancy which is granted will subsist throughout the
life of the Mortgage Loan and/or that the rental income achievable from such tenancy will be sufficient
to provide the Borrower with sufficient income to meet the Borrower's interest obligations in respect of
the Mortgage Loan (or that there will not be any default of payment in rent). This apparent dependency
on rental income may increase the likelihood during difficult market conditions of higher delinquency
rates and losses on buy-to let mortgages than for owner-occupied mortgages. In relation to proposed
legislation changes in relation to buy-to-let loans please see risk factor relating to "Regulatory changes
by the Office of Fair Trading, the Financial Conduct Authority and any other regulatory authorities"
below.

Upon enforcement of a Mortgage in respect of a Mortgaged Property which is subject to an existing
tenancy, the Administrator may not be able to obtain vacant possession of the Mortgaged Property in
which case the Administrator will only be able to sell the Mortgaged Property as an investment property
with one or more sitting tenants. This may affect the amount which the Administrator can realise upon
the sale of the Mortgaged Property.

However, enforcement procedures in relation to such Mortgages (excluding any Scottish Mortgage)
include appointing a receiver of rent in which case such a receiver must collect any rents payable in
respect of the Mortgaged Property and apply them accordingly in payment of any interest and arrears
accruing under the Mortgage. Under Scots law, a receiver cannot be appointed under a fixed charge
(including a standard security, which is the Scottish equivalent of a land charge) and the only enforcement
action which may be taken under a standard security (such as a Scottish Mortgage) is a full enforcement
of the charge (i.e. it cannot be enforced selectively by, for instance, attaching to rental payments).
Accordingly, in Scotland, securing the rental flows will require the enforcement of the standard security.

In addition, the UK Government has passed legislation restricting the amount of income tax relief that
individual landlords can claim for residential property finance costs (such as mortgage interest) to the
basic rate of tax. Such restriction is being introduced gradually with the first stage of changes applying
from 6 April 2017 and the restriction will be fully in place by April 2020. From 1 April 2016, a higher
rate of stamp duty land tax ("SDLT") applies to the purchase of additional residential properties (such as
buy-to-let properties). The Scottish Government has implemented similar provisions with effect from
the same date in respect of land and buildings transaction tax ("LBTT") and the Welsh Government has
implemented a new land transaction tax ("LTT") which contains an equivalent measure in respect of
second properties (broadly speaking, the equivalents in Scotland and Wales to SDLT). The additional
rate is three per cent. above the current SDLT and LTT rates, and (from 25 January 2019) four per cent.
above the current LBTT rate. The introduction of these measures may adversely affect the private
residential rental market in England, Wales, Scotland and Northern Ireland in general, or (in the case of
the restriction of income tax relief) the ability of individual Borrowers of Mortgage Loans that are buy-
to-let mortgages to meet their obligations under those Mortgage Loans.

From 1 April 2018, landlords of relevant domestic properties in England and Wales may not grant a
tenancy to new or existing tenants if their property has an EPC rating of band F or G (as shown on a valid
Energy Performance Certificate for the property) and from 1 April 2020, landlords must not continue
letting a relevant domestic property which is already let if that property has an EPC rating of band F or
G (as shown on a valid Energy Performance Certificate for the property). In both cases described above
this is referred to in the Energy Efficiency (Private Rented Property) (England and Wales) Regulations
2015 (the "Energy Efficiency Regulations 2015") as the prohibition on letting sub-standard property.
Where a landlord wishes to continue letting property which is currently sub-standard, they will need to
ensure that energy efficiency improvements are made which raise the EPC rating to a minimum of E. In
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certain circumstances landlords may be able to claim an exemption from this prohibition on letting sub-
standard property; this includes situations where the landlord is unable to obtain funding to cover the
cost of making improvements, or where all improvements which can be made have been made, and the
property remains below an EPC rating of E. Local authorities will enforce compliance with the domestic
minimum level of energy efficiency. They may check whether a property meets the minimum level of
energy efficiency, and may issue a compliance notice requesting information where it appears to them
that a property has been let in breach of the Energy Efficiency Regulations 2015 (or an invalid exemption
has been registered in respect of it). Where a local authority is satisfied that a property has been let in
breach of the Energy Efficiency Regulations 2015 it may serve a notice on the landlord imposing
financial penalties. There is a risk that the Energy Efficiency Regulations 2015 may result in lower
recoveries in relation to buy-to-let mortgages over Properties in England and Wales and may affect the
ability of the LLP's ability to make payment in full on the Covered Bond Guarantee when due,

Similar requirements are due to apply to landlords of domestic properties in Scotland from 1 April 2020
under the Energy Efficiency (Private Rented Property) (Scotland) Regulations 2019.

The introduction of these measures may adversely affect the private residential rental market in the UK
in general and (in the case of the restriction of income tax relief) the ability of individual Borrowers of
buy-to-let loans to meet their obligations under those Loans.

Risks related to Offset Mortgage Loans

Offset Mortgage Loans have an additional feature of being economically linked to a borrower's current
and/or savings accounts with the relevant Originator where a borrower may offset any credit balances in
their current and/or savings account against money owed on their mortgage loan.

Under an Offset Mortgage Loan, the relevant Originator will not charge the borrower interest in relation
to amounts outstanding under that mortgage loan to the extent such amounts equal the credit balances of
the borrower's current and/or savings account, and the borrower shall not earn any equivalent amount of
interest on those credit balances of their current and/or savings account. As such, a borrower may not be
required to pay the full amount of interest in relation to Offset Mortgage Loans. Offset Mortgage Loans
would constitute a New Mortgage Loan Type and are not at present permitted to form part of the
Mortgage Portfolio. However, if Offset Mortgage Loans are accepted as a New Mortgage Loan Type in
the future, any reduction in the amount of interest that the borrower is required to pay as a result of the
off-set features would reduce the incoming cash flow to the LLP and may affect the LLP’s ability to
make payments under the Covered Bond Guarantee. Although Offset Mortgage Loans would constitute
a New Mortgage Loan Type and do not at present form part of the Mortgage Portfolio, Covered
Bondholders should note that following the Part VII Effective Date and subject to Offset Mortgage Loans
being approved as a New Mortgage Loan Type, the Seller may sell Offset Mortgage Loans to the LLP
in the future.

Standard Mortgage Documentation and Further Advances

Under the standard form mortgage conditions used in connection with the Mortgage Portfolio, a Borrower
is not specifically prohibited from granting further security to third parties.

Not all of the standard form documentation requires that a note is placed on the register of the Mortgaged
Property at HM Land Registry (in respect of English Mortgages) and the Land Registry of Northern
Ireland (in respect of Northern Irish Mortgages) that there is an obligation to make a further advance and
this reflects the characteristics of the Mortgage Loans. None of the standard form documentation sets out
a maximum amount that the mortgage secures.

Where (in respect of English Mortgages that are registered at HM Land Registry or Northern Irish
Mortgages that are registered at the Land Registry of Northern Ireland) a Further Advance (as described
in the section "Product Switches and Further Advances") is to be made to the Borrower at the discretion
of the Seller and at that time the Borrower has granted security to a third party there is a risk that the
charge over any such Further Advance will rank behind the existing security granted to that third party
if the Seller has received notice of the creation of the security in favour of the third party (or notice is
treated as having been received when, in accordance with the relevant mortgage terms, it ought to have
been deemed received) and has not agreed with the third party that the charge over the Further Advance
shall rank in priority to the third party's security. Whilst it would be standard procedure to search at HM
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Land Registry and the Land Registry of Northern Ireland to establish the existence of any subsequent
third party security prior to the granting of any Further Advance in order to establish whether any such
agreements need to be obtained prior to the release of the Further Advance, there is a risk that procedure
may not have been followed in a particular case.

Where (in respect of Scottish Mortgages) a Further Advance (as described in the section "Product
Switches and Further Advances") is made to the borrower and at that time the borrower has granted
security to a third party who has notified the Seller of the existence of such security there is a risk that
the security over the Further Advance will rank behind the security granted to that third party if a ranking
agreement is not entered into agreeing that the security over the Further Advance shall rank in priority to
the third party's security. If the ranking agreement is not registered or recorded at the Registers of
Scotland there is a risk that a purchaser of the second mortgage from the second mortgagee might claim
that the deed of postponement or ranking agreement did not bind it.

Mortgage Loans are subject to certain legal and regulatory risks.

Certain regulatory risks exist in relation to the Mortgage Loans, including in relation to the legal and
regulatory considerations relating to the Mortgage Loans and their Related Security, changes in law,
regulation, the possibility of complaints by Borrowers in relation to terms of the Mortgage Loans and in
relation to the policies and procedures of the Seller. If any of these risks materialise they could have an
adverse effect on the Seller, the Issuer and the LLP and could adversely affect the ability of the Issuer to
make payments on the Covered Bonds. The effect of future regulatory considerations by their nature are
unknown and could adversely affect the value of the Mortgage Portfolio and the ability of the LLP to
make interest and/or principal payments on the Covered Bonds if a Notice to Pay is served on the LLP
in respect of the Covered Bond Guarantee. Further detail on certain considerations in relation to the
regulation of mortgages in the UK is set out in the section headed “Information relating to the regulation
of Mortgages in the UK” below and certain specific risks are set out below:

Regulated Mortgage Contracts. A Borrower who is a private person may be entitled to claim damages
for loss suffered as a result of any contravention by an authorised person of the FCA or PRA rules, and
may set off the amount of the claim against the amount owing by the Borrower under the loan or any
other loan that the Borrower has taken with that authorised person (or exercise analogous rights in
Scotland). Any such set off in respect of the Mortgage Loans may adversely affect the LLP's ability to
make payments on the Covered Bond Guarantee.

Any regulated activities carried on by an entity which is not authorised under the FSMA would be in
breach of the general prohibition on conducting unauthorised regulated activities in Section 19 FSMA
and would be a criminal offence. In addition to criminal offences the FCA may take civil action against
a firm which breaches Section 19 FSMA with, potentially, the imposition of unlimited fines. Therefore,
to the extent that the LLP or Administrator does not ensure that it acts with the necessary authorisation
under the FSMA, there is a risk that such action will result in criminal or civil sanctions against the LLP
or Administrator. However, this will not render the contract unenforceable against the borrower. Further
detail is included in the section headed “Information relating to the regulation of Mortgages in the UK
—Regulated Mortgage Contracts” below.

Regulation of buy-to-let Mortgages. The exercise of supervisory and enforcement powers by the FCA
may adversely affect the Issuer's ability to make payment on the Covered Bonds when due, particularly
if the FCA orders remedial action in respect of past conduct. In addition for those buy-to-let Mortgages
regulated by the CCA, non-compliance with certain provisions of the CCA may render a regulated credit
agreement totally unenforceable or unenforceable without a court order or an order of the appropriate
regulator, or may render the borrower not liable to pay interest or charges in relation to the period of non-
compliance. This may adversely affect the Issuer's ability to make payment on the Covered Bonds when
due. “Information relating to the regulation of Mortgages in the UK — Regulation of buy-to-let
Mortgages” below

Guidance Issued by the Regulators. Guidance issued by the regulators has changed over time and it is
possible that it may change in the future. No assurance can be given that any changes in legislation,
guidance or case law as it relates to the Mortgage Portfolio will not have a material adverse effect on the
Seller, the LLP and/or the Administrator and their respective businesses and operations. There can be no
assurance that any such changes (including changes in regulators' responsibilities) will not affect the
Mortgage Loans. Any such changes (including changes in regulators’ responsibilities) may also
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adversely affect the Issuer's operating results, financial condition and prospects. Further detail is
included in the section headed “Information relating to the regulation of Mortgages in the UK —
Regulation of residential secured lending (other than Regulated Mortgage Contracts)” below.

Buildings Insurance. No assurance can be given that the LLP will always receive the benefit of any claim
made under any applicable buildings insurance contracts or that the amounts received in respect of a
successful claim will be sufficient to reinstate the affected Mortgaged Property. This could adversely
affect the value of the Mortgage Portfolio and the ability of the LLP to make interest and/or principal
payments on the Covered Bonds if a Notice to Pay is served on the LLP in respect of the Covered Bond
Guarantee.

Unfair Relationships. If a court determined that there was an unfair relationship between the Lender and
the Borrowers in respect of the Mortgage Loans and ordered that financial redress was made in respect
of such Mortgage Loans, or if redress was due in accordance with the FCA guidance on PPI complaints,
such redress may adversely affect the ultimate amount received by the LLP in respect of the relevant
Mortgage Loans, and the realisable value of the Mortgage Portfolio and/or the ability of the LLP to make
payments under the Covered Bond Guarantee. Further detail is included in the section headed
“Information relating to the regulation of Mortgages in the UK — Unfair relationships” below.

Distance Marketing Regulations. The Financial Services (Distance Marketing) Regulations 2004 (the
"DM Regulations") allow, in certain specified circumstances, a borrower to cancel a credit agreement if
has entered into with lenders. If a significant proportion of the Mortgage Loans are treated as being
cancellable under these regulations, there could be an adverse effect on the LLP’s receipts in respect of
the Mortgage Loans affecting the LLP’s ability to make payments on the Covered Bond Guarantee.

UTCCR and CRA. The broad and general wording of the UTCCR and the CRA makes any assessment
of the fairness of terms largely subjective and makes it difficult to predict whether or not a term would
be held by a court to be unfair. It is therefore possible that any Mortgage Loans which have been made
to Borrowers covered by the UTCCR may contain unfair terms which may result in the possible
unenforceability of the terms of the underlying loans. If any term of the Mortgage Loans entered into
between 1 July 1995 and 30 September 2015 is found to be unfair for the purpose of the UTCCR and the
CRA, this may reduce the amounts available to meet the payments due in respect of the Covered Bond
Guarantee, including by way of non-recovery of a Mortgage Loan by the Seller or the LLP a claim made
by the Borrower or the exercise by the Borrower of a right of set-off arising as a result of a term of a loan
being found to be unfair (and therefore not binding on the consumer) may adversely affect the LLP's
ability to make payments on the Covered Bond Guarantee.

If any term of the Mortgage Loans entered into on or after 1 October 2015 is found to be unfair for the
purpose of the CRA, this may reduce the amounts available to meet the payments due in respect of the
Covered Bond Guarantee. No assurance can be given that any changes in legislation, guidance or case
law on unfair terms will not have a material adverse effect on the Seller, the LLP and/or the Administrator
and their respective businesses and operations. There can be no assurance that any such changes
(including changes in regulators' responsibilities) will not affect the Mortgage Loans. Further detail in
relation to both the UTCCR and the CRA is included in the section headed “Information relating to the
regulation of Mortgages in the UK — Unfair Terms in Consumer Contracts Regulations 1994 and 1999
and the Consumer Rights Act 2015” below.

Mortgage repossessions. The protocols for mortgage repossession and the Mortgage Repossessions
(Protection of Tenants etc.) Act 2010 may have adverse effects in relation to the ability of the Seller to
repossess properties in markets experiencing above average levels of possession claims. Delays in the
initiation of responsive action in respect of the Mortgage Loans may result in lower recoveries and may
adversely affect the ability of the LLP to meet its obligations under the Covered Bond Guarantee. Further
detail is included in the section headed “Information relating to the regulation of Mortgages in the UK
— Pre-action Protocol for mortgage repossession cases” below.

The Renting Homes Act. The Renting Home (Wales) Act 2016 (the Renting Homes Act) received royal
assent on 18 January 2016 but has not yet been brought into force. This Act will convert the majority of
residential tenancies in Wales into a 'standard contract' with retrospective effect when it has been brought
into force, however some tenancies will not be converted with retrospective effect (including those which
have Rent Act protection and tenancies for more than 21 years).
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The Renting Homes Act (which only has effect in Wales) does not contain an equivalent mandatory
ground for possession that a lender had under the Housing Act 1988 where a property was subject to a
mortgage granted before the beginning of the tenancy and the lender required possession in order to
dispose of the property with vacant possession.

The Renting Homes Act may result in lower recoveries in relation to buy-to-let mortgages over Properties
in Wales and may affect the ability of the LLP to make payments under the Covered Bond Guarantee.
Further detail is included in the section headed “Information relating to the regulation of Mortgages in
the UK — The Renting Homes Act” below.

Redemption of Scottish Mortgages. As described in the section headed “Information relating to the
regulation of Mortgages in the UK — Redemption of Scottish Mortgages” below, the grantor of any
Standard Security has the right to redeem that Standard Security once it has subsisted for a period of 20
years. This could adversely affect the value of the Mortgage Portfolio and the ability of the LLP to make
interest and/or principal payments on the Covered Bonds if a Notice to Pay is served on the LLP in
respect of the Covered Bond Guarantee.

Private Housing (Tenancies) (Scotland) Act 2016. The Private Housing (Tenancies) (Scotland) Act came
into force on 1 December 2017, and existing assured tenancies and short assured tenancies in place before
1 December 2017 will continue until brought to an end or converted. Each qualifying tenancy agreement
from 1 December 2017 will be a "private residential tenancy" which will (except in a limited number of
exceptions) provide tenants with security of tenure by restricting a landlord’s ability to regain possession
of the property to a number of specific eviction grounds.

Accordingly, a lender or security-holder may not be able to obtain vacant possession if it wishes to
enforce its security unless one of the specific eviction grounds under the legislation applies. It should be
noted though that one of the grounds on which an eviction order can be sought is that a lender or security-
holder intends to sell the property and requires the tenant to leave the property in order to dispose of it
with vacant possession. The effect of this legislative change will primarily be restricted to any buy-to-
let loans secured over Scottish Mortgaged Property. As such there may have adverse effects in markets
experiencing above average levels of possession claims. Delays in the initiation of responsive action in
respect of the Mortgage Loans may result in lower recoveries and may affect the ability of the LLP to
make payments under the Covered Bond Guarantee. Further detail is included in the section headed
“Information relating to the regulation of Mortgages in the UK — Private Housing (Tenancies) (Scotland)
Act 2016.” below.Representations and Warranties given by the Seller. The Seller will give warranties to
the LLP in the Mortgage Sale Agreement that, among other things, each of its Mortgage Loans and their
Related Security is enforceable (subject to exceptions). If a Loan or its Related Security does not comply
with these warranties, and if the default cannot be or is not cured within the time periods specified in the
Mortgage Sale Agreement, then the Seller will, upon receipt of notice from the LLP, be solely liable to
repurchase the relevant Loan(s) and their Related Security from the LLP in accordance with the relevant
Mortgage Sale Agreement. Any failure by the Seller to repurchase the relevant Loan(s) could have an
adverse effect of the quality of the Cover Pool which in turn could affect the ability of the Covered
Bondholders to receive all amounts due on the Covered Bonds. Further detail is included in the section
headed “Information relating to the regulation of Mortgages in the UK — Regulation of residential
secured lending (other than Regulated Mortgage Contracts)” below.

Ombudsman. The Financial Ombudsman Service (the "Ombudsman") is required to make decisions on
the basis of, among other things, the principles of fairness, and may order a monetary award to the
borrower, it is not possible to predict how any future decision of the Ombudsman would affect the LLP's
ability to make payment in full on the Covered Bond Guarantee when due. Further detail is included in
the section headed “Decisions of the Ombudsman could lead to some terms of the Mortgage Loans being
varied, which may adversely affect payments on the Covered Bonds)” below.

RISKS RELATING TO REGULATION OF THE COVERED BONDS
UK regulated covered bond regime

Clydesdale Bank PLC has been admitted to the register of issuers and the Programme has been admitted
to the register of regulated covered bonds. The FCA may take certain actions in respect of the Issuer
and/or the LLP under the RCB Regulations. Such actions include directing the winding-up of the LLP,
removing the Issuer from the register of issuers (but pursuant to the RCB Regulations, a regulated
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covered bond may not be removed from the relevant register prior to the expiry of the whole period of
validity of the relevant bond), directing the Issuer and/or the LLP to take specified steps for the purpose
of complying with the RCB Regulations and/or imposing a financial penalty of such amount as it
considers appropriate in respect of the Issuer or the LLP and/or restricting the ability of the Seller to
transfer further loans to the LLP and directing the Issuer to publish information given to the FCA under
the RCB Regulations. Moreover, the bodies which regulate the financial services industry in the UK
may take certain actions in respect of issuers using their general powers under the UK regulatory regime
(including restricting an issuer's ability to transfer further assets to the asset pool). There is a risk that
any such regulatory actions may reduce the amounts available to pay Covered Bondholders.

With respect to the risks referred to above, see also "Cashflows" and "Description of the UK Regulated
Covered Bond Regime" below for further details.

RISKS RELATING TO COUNTERPARTIES
Reliance of the LLP on third parties

The LLP has entered into agreements with a number of third parties, which have agreed to perform
services for the LLP. In particular, but without limitation, the Administrator has been appointed to
administer Mortgage Loans in the Mortgage Portfolio sold to the LLP, the Cash Manager has been
appointed to calculate and monitor compliance with the Asset Coverage Test and the Amortisation Test
and to provide cash management services to the LLP, the Issuer Account will be held with the Issuer
Account Bank and the Transaction Account will be held with the Account Bank. In the event that any
of those parties fails to perform its obligations under the relevant agreement to which it is a party, the
realisable value of the Mortgage Portfolio or any part thereof or pending such realisation (if the Mortgage
Portfolio or any part thereof cannot be sold) the ability of the LLP to make payments under the Covered
Bond Guarantee may be affected. For instance, if the Administrator has failed adequately to administer
the Mortgage Loans, this may lead to higher incidences of non-payment or default by Borrowers. The
LLP is also reliant on the Swap Providers to provide it with the funds matching its obligations under the
Intercompany Loan Agreement and the Covered Bond Guarantee, as described below.

If an Administrator Termination Event occurs pursuant to the terms of the Administration Agreement,
then the LLP and/or the Security Trustee will be entitled to terminate the appointment of the
Administrator and appoint a new administrator in its place. There can be no assurance that a substitute
administrator with sufficient experience of administering mortgages of residential properties would be
found who would be willing and able to service the Mortgage Loans on the terms of the Administration
Agreement. In addition, as described below, any substitute administrator will be required to be authorised
under the FSMA. The ability of a substitute administrator to fully perform the required services would
depend, among other things, on the information, software and records available at the time of the
appointment. Any delay or inability to appoint a substitute administrator may affect the realisable value
of the Mortgage Portfolio or any part thereof, and/or the ability of the LLP to make payments under the
Covered Bond Guarantee. If the Administrator ceases to be assigned:

(a) in respect of Moody's, a counterparty risk assessment of Baa3(cr) or, if a counterparty risk
assessment is not available, a long-term unsecured, unguaranteed and unsubordinated debt
obligation rating of at least Baa3; or

(b) in respect of Fitch, a long-term IDR of at least BBB-,

it will, with the assistance of the Back-Up Administrator Facilitator, use reasonable efforts to enter into
a back-up administration agreement, in form and substance acceptable to the parties to the Administration
Agreement, with a suitably experienced third party acceptable to, and which shall be appointed by, the
LLP within 60 days of the Administrator ceasing to be assigned such rating.

The Administrator has no obligation itself to advance payments that Borrowers fail to make in a timely
fashion. Covered Bondholders will have no right to consent to or approve of any actions taken by the
Administrator under the Administration Agreement.

Neither the Security Trustee nor the Bond Trustee is obliged in any circumstances to act as an
administrator or to monitor the performance by the Administrator of its obligations.
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Reliance on Issuer Account Bank

As described in "Summary of the Principal Documents — Issuer Bank Account Agreement", an amount up
to the Issuer Permitted Cash Amount may be credited to and held in the Issuer Account (which amount
will form part of the funds available for distribution on the next following Loan Interest Payment Date
or LLP Payment Date). As at the date of this Prospectus, the Issuer Account Bank does not have the
Account Bank Remedial Ratings. Accordingly, for so long as such amounts are held in the Issuer
Account, they are exposed to a greater risk of account bank insolvency than would be the case if such
amounts were held with the Account Banks. If an Insolvency Event were to occur in relation to Issuer
Account Bank, it is possible that such amounts could not be withdrawn and transferred to the LLP
resulting in a reduction in Available Principal Receipts and Available Revenue Receipts available for
distribution on the relevant Loan Interest Payment Date or LLP Payment Date.

Reliance on Swap Providers

To provide a hedge against possible variances in the rates of interest payable on the Mortgage Loans in
the Mortgage Portfolio (which may, for instance, include variable rates of interest, discounted rates of
interest, fixed rates of interest or rates of interest which track a base rate) and a compounded daily SONIA
rate, the LLP may, from time to time, enter into Interest Rate Swaps with an Interest Rate Swap Provider.
If the ratings of an Interest Rate Swap Provider fall below a specified ratings level (which level will be
lower in respect of actions to be taken in relation to an SVR Interest Rate Swap than for other Interest
Rate Swaps), such Interest Rate Swap Provider may be obliged to post collateral for its obligations under
the relevant Interest Rate Swap, transfer its obligations under the relevant Interest Rate Swap Agreement
to an appropriately rated entity, obtain a guarantee of its obligations under the relevant Interest Rate Swap
Agreement from an appropriately rated guarantor and/or take such other action (which may include no
action and, in the case of an SVR Interest Rate Swap, reducing the notional amount of the SVR Interest
Rate Swap to zero (subject to certain conditions including the receipt of regulatory approvals and
satisfaction of regulatory requirements)) which will result in the ratings assigned to the Covered Bonds
being maintained at, or restored to, the level at which the Covered Bonds were rated immediately prior
to the date on which the relevant downgrade occurred. In addition, to provide a hedge against interest
rate and currency risks in respect of amounts received by the LLP under the Mortgage Loans and the
Interest Rate Swaps and amounts payable by the LLP on the outstanding Term Advances or (following
service on the LLP of a Notice to Pay) under the Covered Bond Guarantee in respect of the Covered
Bonds, the LLP will enter into a Covered Bond Swap Agreement with each Covered Bond Swap Provider
other than in respect of Floating Rate Covered Bonds denominated in pounds Sterling which bear interest
calculated by reference to Compounded Daily SONIA.

If the LLP fails to make timely payments of amounts due under any Swap Agreement (except where such
failure is caused by the assets available to the LLP on the relevant Due for Payment Date being
insufficient to make the required payment in full), then it will have defaulted under that Swap Agreement
and such Swap Agreement may be terminated. Further, a Swap Provider is only obliged to make
payments to the LLP as long as and to the extent that the LLP complies with its payment obligations
under the relevant Swap Agreement. If a Swap Agreement terminates or the Swap Provider is not obliged
to make payments or if it defaults on its obligations to make payments of amounts in the relevant currency
equal to the full amount to be paid to the LLP on the payment date under the Swap Agreements, the LLP
will be exposed to changes in the relevant currency exchange rates to Sterling (where relevant) and to
any changes in the relevant rates of interest. Unless a replacement swap is entered into, the LLP may
have insufficient funds to make payments under the Intercompany Loan Agreement or Covered Bond
Guarantee.

If a Swap Agreement terminates, then the LLP may be obliged to make a termination payment to the
relevant Swap Provider. There can be no assurance that the LLP will have sufficient funds available to
make a termination payment under the relevant Swap Agreement, nor can there be any assurance that the
LLP will be able to find a replacement swap counterparty which has sufficiently high ratings as may be
specified in current rating agency criteria published by or as otherwise agreed with each Rating Agency
as being sufficient to maintain the current ratings of the Covered Bonds and which agrees to enter into a
replacement swap agreement.

Ifthe LLP is obliged to pay a termination payment under any Swap Agreement, such termination payment

will rank (A) in the case of Interest Rate Swaps (i) prior to the service of an LLP Acceleration Notice,
the commencement of winding-up proceedings against the LLP and/or realisation of the Security, ahead
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of amounts due on the Covered Bonds and (ii) following the service of an LLP Acceleration Notice, the
commencement of winding-up proceedings against the LLP and/or realisation of the Security, pari passu
with amounts due on the Covered Bonds, except where default by, or downgrade of, the relevant Swap
Provider has caused the relevant Swap Agreement to terminate and (B) in the case of Covered Bond
Swaps, pari passu with amounts due on the Covered Bonds, except where default by, or downgrade of,
the relevant Swap Provider has caused the relevant Swap Agreement to terminate. The obligation to pay
a termination payment may adversely affect the ability of the LLP to meet its obligations under the
Covered Bond Guarantee.

Change of counterparties

The parties to the Transaction Documents who receive and hold monies pursuant to the terms of such
documents (such as the Account Bank and the Issuer Account Bank) are required to satisfy certain criteria
in order that they can continue to receive and hold monies.

These criteria include requirements imposed under the FSMA and current rating criteria published by
each Rating Agency from time to time in relation to the short-term, unguaranteed and unsecured ratings
ascribed to such party by each Rating Agency. If the party concerned ceases to satisfy the applicable
criteria, including the ratings criteria detailed above, then the rights and obligations of that party
(including the right or obligation to receive monies on behalf of the LLP) may be required to be
transferred to another entity which does satisfy the applicable criteria. In these circumstances, the terms
agreed with the replacement entity may not be as favourable as those agreed with the original party
pursuant to the Transaction Documents.

In addition, should the applicable criteria cease to be satisfied, then the parties to the relevant Transaction
Document may agree to amend or waive certain of the terms of such document, including the applicable
criteria, in order to avoid the need for a replacement entity to be appointed. The consent of Covered
Bondholders may not be required in relation to such amendments and/or waivers.

Conflicts

Where a party to the Transaction Documents, the Dealer Agreement and/or any Subscription Agreement
and/or any of its affiliates act in numerous capacities (including, but not limited to swap providers) there
may be actual or potential conflicts between (1) the interests of such party and/or any such affiliates in
such various capacities and (2) the interests of the Covered Bondholders and such transaction parties
and/or any such affiliates. If such conflicts arise, the effect on Covered Bondholders would be unknown.

RISKS RELATING TO STRUCTURAL AND DOCUMENTATION CHANGES

The Bond Trustee and the Security Trustee may agree to modifications to the Transaction
Documents without, respectively, the Covered Bondholders' or Secured Creditors' prior consent

Pursuant to the terms of the Trust Deed, Condition 15(b) (Modifications and waivers) and the Deed of
Charge, the Bond Trustee and the Security Trustee (acting on the directions of the Bond Trustee, so long
as there are any Covered Bonds outstanding, or all of the other Secured Creditors if there are no Covered
Bonds outstanding) may, without the consent or sanction of any of the Covered Bondholders or any of
the other Secured Creditors, concur with any person in making or sanctioning any modification to, or
waive or authorise any breach or proposed breach in respect of, the Transaction Documents and the
Conditions of the Covered Bonds or determine, without any such consent as aforesaid, that any Issuer
Event of Default or LLP Event of Default or Potential Issuer Event of Default or Potential LLP Event of
Default shall not be treated as such provided that:

1) the Bond Trustee is of the opinion that such modification, waiver, authorisation or determination
will not be materially prejudicial to the interests of any of the Covered Bondholders of any
Series; or

(i) in the opinion of the Bond Trustee such modification, waiver, authorisation or determination is

made to correct a manifest error or are of a formal, minor or technical nature or is made to
comply with mandatory provisions of law,

provided that, prior to the Bond Trustee and the Security Trustee (acting on the directions of the Bond
Trustee, so long as there are any Covered Bonds outstanding, or all of the other Secured Creditors if there
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are no Covered Bonds outstanding) agreeing to any such modification, waiver, authorisation or
determination, the Issuer must provide written confirmation to the Bond Trustee that:

) such modification, waiver, authorisation or determination, as applicable, would not result in a
breach of the RCB Regulations or the RCB Sourcebook, or result in the Issuer, the Programme
and/or any Covered Bonds issued under the Programme ceasing to be registered under the RCB
Regulations; and

(i1) either: (a) such modification, waiver, authorisation or determination would not require the FCA
to be notified in accordance with Regulation 20 of the RCB Regulations; or (b) if such
modification, waiver, authorisation or determination would require the FCA to be notified in
accordance with Regulation 20 of the RCB Regulations, the Issuer has provided all information
required to be provided to the FCA and the FCA has given its approval to such proposed
modification, waiver, authorisation or determination.

In addition, the Issuer may in the future seek to amend the terms of the Programme such that the Bond
Trustee shall agree to such modifications (other than in respect of a Series Reserved Matter) (and shall
direct the Security Trustee to do so) without the consent or sanction of any of the Covered Bondholders
or the Couponholders and without the consent or sanction of any other Secured Creditors (other than any
Secured Creditor party to the relevant Transaction Document to be amended), subject to receipt by the
Bond Trustee and the Security Trustee of: a certificate signed by a director of the Issuer and a certificate
of a Designated Member of the LLP, each certifying to the Bond Trustee and the Security Trustee (a)
that the requested amendments are to be made solely for the purpose of enabling one or more of the
matters referred to in Condition 15(b) or complying with, or implementing or reflecting any change in
the criteria of one or more of the Rating Agencies, without the consent of Covered Bondholders and (b)
that the requested amendments are not, in the opinion of the Issuer and the LLP, materially prejudicial to
the interests of any Covered Bondholders or any Secured Creditor basis.

Any such amendment to the terms of the Programme would broadly provide that any modifications
proposed to comply with or implement or reflect any change in the criteria of one or more of the Rating
Agencies would first be notified to Covered Bondholders, but if the requisite number of Covered
Bondholders did not confirm their rejection of such proposal within the time limit specified in the relevant
notice, the proposed modification would be effected. The inclusion of any such amendment to the terms
of the Programme is, in accordance with the Terms and Conditions of such Covered Bonds, subject to
the agreement of the Bond Trustee and Security Trustee (who have at the date of this Prospectus not been
consulted on any proposal to make such amendments).

There can be no assurance that the effect of such modifications to the Transaction Documents will not
ultimately adversely affect the interests of the Covered Bondholders.

Covered Bondholders will be deemed to have consented to certain modifications to the Transaction
Documents so long as holders of at least 10 per cent. of the aggregate Principal Amount
Outstanding of the relevant Series of Covered Bonds have not contacted the Bond Trustee, the
Issuer and the Principal Paying Agent (collectively) in writing

In addition to the right of the Bond Trustee to make certain modifications to the Transaction Documents
without the consent of Covered Bondholders described under "—The Bond Trustee and the Security
Trustee may agree to modifications to the Transaction Documents without, respectively, the Covered
Bondholders' or Secured Creditors' prior consent" above, the Bond Trustee shall, without any consent
or sanction of the Covered Bondholders or any of the other Secured Creditors, be obliged to concur with
the Issuer in making any modification (other than a Series Reserved Matter) to the Trust Deed, the
Conditions or any other Transaction Document to which it is a party or in relation to which it holds
security for the purpose of (I) changing the Reference Rate on the relevant Series of Covered Bonds
outstanding to an Alternative Base Rate and/or (II) changing any Reference Rate referred to in any
Transaction Document (including, for the avoidance of doubt but without limitation, any Covered Bond
Swap in relation to the Covered Bonds) to an alternative benchmark in order to preserve the effect of the
relevant hedging or other arrangements under such Transaction Document in respect of the Covered
Bonds, as further described in Condition 15(b)(iii) (Base Rate Modifications) (and, in each case, making
such other amendments as are necessary or advisable in the reasonable judgment of the Issuer to facilitate
such change) to the extent there has been or there is reasonably expected to be a material disruption or
cessation to LIBOR or EURIBOR, in each case subject to the satisfaction of certain requirements,
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including receipt by the Bond Trustee of a Base Rate Modification Certificate, certifying, among other
things, that the modification is required for its stated purpose.

The Issuer must provide at least 30 days’ prior written notice to the Covered Bondholders of the proposed
modification in accordance with Condition 14 (Notices) and by publication on Bloomberg on the
"Company News" screen relating to the Covered Bonds. If, by the relevant deadline specified in such
notice, Covered Bondholders representing at least 10 per cent. of the aggregate Principal Amount
Outstanding of the relevant Series of Covered Bonds then outstanding have notified the Bond Trustee,
the Issuer and the Principal Paying Agent (collectively) in writing (or otherwise in accordance with the
then current practice of any applicable Clearing System through which such Covered Bonds may be held)
that such Covered Bondholders do not consent to the modification, then such modification will not be
made unless an Extraordinary Resolution of the Covered Bondholders of the relevant Series then
outstanding is passed in favour of the Base Rate Modification in accordance with Condition 15(b)(iii)
(Base Rate Modifications). However, in the absence of such a notification to the Bond Trustee, the Issuer
and the Principal Paying Agent from Covered Bondholders representing at least 10 per cent. of the
aggregate Principal Amount Outstanding of the relevant Series of Covered Bonds then outstanding, all
Covered Bondholders will be deemed to have consented to such modification and the Bond Trustee shall,
subject to the requirements of Condition 15(b)(iii) (Base Rate Modifications), without seeking further
consent or sanction of any of the Covered Bondholders and irrespective of whether such modification is
or may be materially prejudicial to the interest of the Covered Bondholders, be obliged to concur with
the Issuer in making the proposed modification.

Therefore, it is possible that a modification relating to the Reference Rate could be made without the vote
of any Covered Bondholders taking place, even if Covered Bondholders holding less than 10 per cent. of
the aggregate Principal Amount Outstanding of the relevant Series of Covered Bonds then outstanding
objected to it. In addition, Covered Bondholders should be aware that, unless they have made
arrangements promptly to receive notices sent to Covered Bondholders (a) from any custodians or other
intermediaries through which they hold their Covered Bonds and (b) from Bloomberg on the “Company
News” screen relating to the Covered Bonds, and give the same their prompt attention, Meetings may be
convened or resolutions (including Extraordinary Resolutions) may be proposed and considered and
passed or rejected or deemed to be passed or rejected without their involvement even if, were they to
have been promptly informed, they would have voted in a different way from the Covered Bondholders
which passed or rejected the relevant proposal or resolution.

The Bond Trustee and the Security Trustee shall, subject to the satisfaction of certain conditions,
be required to agree to certain modifications to the Conditions of the Covered Bonds and the terms
of the Transaction Documents without, respectively, the Covered Bondholders' or Secured
Creditors' prior consent, in connection with the proposed Part VII Transfer

Whilst the transfer of the business, operations, assets and liabilities of the Issuer pursuant to the Part VII
Transfer, has been effected Condition 15(e) (Part VII Transfer) of the Terms and Conditions of the
Covered Bonds provides that the Issuer may request the Bond Trustee and the Security Trustee to agree
to amendments (other than a Series Reserved Matter) to the terms of the Covered Bonds and any
Transaction Documents which the Issuer, in its sole and absolute discretion, considers to be necessary or
expedient to ensure the effective implementation of the Part VII Transfer and/or incidental to or
consequential to the Part VII Transfer and necessary or expedient in connection with the ongoing
operation of the Programme. The Bond Trustee and the Security Trustee will agree to such modifications
if certain conditions are satisfied, including that either (i) the Issuer has provided a certificate signed by
a director of the Issuer certifying to the Bond Trustee and the Security Trustee that the modifications are
not materially prejudicial to the interests of the holders of Covered Bonds or any Secured Creditor or (ii)
the Issuer has provided notice of the proposed modifications to the Covered Bondholders and by the
relevant deadline specified in such notice, the Bond Trustee, the Issuer and the Principal Paying Agent
(collectively) have not received any objections from Covered Bondholders, or have received such
objections but the aggregate holding of the objecting Covered Bondholders is less than 10 per cent. of
the aggregate Principal Amount Outstanding of the relevant Series of Covered Bonds then outstanding.
Such amendments are also conditional on the Issuer providing a Ratings Confirmation and upon the
Issuer and the LLP continuing to be at all times in compliance with the RCB Regulations. The
amendments may include, but are not limited to, any changes to the calculation of the Asset Coverage
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Test and the Adjusted Loan Amount and any changes which the Issuer considers appropriate to the
account bank arrangements and/or swap arrangements, timings and/or reference periods.

Security Trustee's powers may affect the interests of the Covered Bondholders

In the exercise of its powers, trusts, authorities and discretions the Security Trustee shall only have regard
to the interests of the Covered Bondholders. In the exercise of its powers, trusts, authorities and
discretions, the Security Trustee may not act on behalf of the Seller.

If, in connection with the exercise of its powers, trusts, authorities or discretions, the Security Trustee is
of the opinion that the interests of the Covered Bondholders of any one or more Series would be
materially prejudiced thereby, the Security Trustee shall not exercise such power, trust, authority or
discretion without the approval of such Series of Covered Bondholders by Extraordinary Resolution or
by a direction in writing of such Covered Bondholders of at least 25 per cent. of the Principal Amount
Outstanding of Covered Bonds of the relevant Series then outstanding.

MACROECONOMIC AND MARKET RISKS
Absence of secondary market; Limited liquidity

No assurance is provided that there is an active and liquid secondary market for the Covered Bonds (for
example, Covered Bonds may be allocated to a limited pool of investors), and no assurance is provided
that a secondary market for the Covered Bonds will develop or, if it does develop, that it will provide
Covered Bondholders with liquidity of investment for the life of the Covered Bonds. Any investor in the
Covered Bonds must be prepared to hold their Covered Bonds for an indefinite period of time or until
their Final Maturity Date or alternatively such investor may only be able to sell the Covered Bonds at a
discount to the original purchase price of those Covered Bonds. Although application has been made for
Covered Bonds issued under the Programme to be admitted to trading on the regulated market of the
London Stock Exchange, if so specified in the relevant Final Terms, the Issuer cannot guarantee that the
Covered Bonds will be accepted for listing or admitted to trading or that an active trading market will
develop. Therefore, investors may not be able to sell their Covered Bonds easily or at prices that will
provide them with a yield comparable to similar investments that have a developed trading market.

The secondary market for mortgage-backed securities similar to the Covered Bonds has, at times,
experienced limited liquidity. Limited liquidity in the secondary market may have an adverse effect on
the market value of mortgage-backed securities including the Covered Bonds, especially those securities
that are more sensitive to prepayment, credit or interest rate risk and those securities that have been
structured to meet the requirements of limited categories of investors.

Whilst central bank schemes such as the Bank of England's Discount Window Facility, Extended Term
Collateral Repo Facility, Funding for Lending Scheme ("FLS") and Term Funding Scheme ("TFS") and
the European Central Bank liquidity scheme provide an important source of liquidity in respect of eligible
securities (such as UK regulated covered bonds), the eligibility criteria have become and are expected to
continue to become more restrictive. In addition, at the date of this Prospectus the FLS and TFS are no
longer open for further drawdowns. These changes may have an adverse impact on secondary market
liquidity for UK regulated covered bonds in general, regardless of whether the Covered Bonds are eligible
securities for the purpose of such facilities. No assurance is given that the Covered Bonds will be eligible
for any specific central bank liquidity schemes.

The FLS and TFS could significantly reduce the amount of UK regulated covered bond issuances to the
primary market, which in turn could affect the level of liquidity in the secondary market for these
securities.

The market continues to develop in relation to SONIA as a reference rate

Where the relevant Final Terms for a Series of Floating Rate Covered Bonds identifies that the Rate of
Interest for such Covered Bonds will be determined by reference to SONIA, the Rate of Interest will be
determined on the basis of Compounded Daily SONIA (as defined in the “Terms and Conditions of the
Covered Bonds”). Compounded Daily SONIA differs from LIBOR in a number of material respects,
including (without limitation) that Compounded Daily SONIA is a backwards-looking, compounded,
risk-free overnight rate, whereas LIBOR is expressed on the basis of a forward-looking term and includes
a risk-element based on inter-bank lending. As such, investors should be aware that LIBOR and SONIA
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may behave materially differently as interest reference rates for Covered Bonds issued under the
Programme. The use of Compounded Daily SONIA as a reference rate for Eurobonds is nascent, and is
subject to change and development, both in terms of the substance of the calculation and in the
development and adoption of market infrastructure for the issuance and trading of bonds referencing
Compounded Daily SONIA.

Accordingly, prospective investors in any Covered Bonds referencing Compounded Daily SONIA should
be aware that the market continues to develop in relation to SONIA as a reference rate in the capital
markets and its adoption as an alternative to Sterling LIBOR. For example, in the context of backwards-
looking SONIA rates, market participants and relevant working groups are currently assessing the
differences between compounded rates and weighted average rates, and such groups are also exploring
forward-looking ‘term” SONIA reference rates (which seek to measure the market’s forward expectation
of an average SONIA rate over a designated term). The adoption of SONIA may also see component
inputs into swap rates or other composite rates transferring from LIBOR or another reference rate to
SONIA. In this respect, the Bank of England released a discussion paper in February 2020 entitled
"Supporting Risk-Free Rate transition through the provision of compounded SONIA" pursuant to which
the Bank stated its intention to publish a daily SONIA compounded index and its consideration whether
to publish a set of compounded SONIA period averages, an approach similar to that already taken by the
Federal Reserve Bank of New York in respect of SOFR. This means that a screen rate based on an
observable publicly available average rate or index may evolve over time but there is no guarantee of
this.

The market or a significant part thereof may adopt an application of SONIA that differs significantly
from that set out in the “Terms and Conditions of the Covered Bonds” as applicable to Covered Bonds
referencing a SONIA rate that are issued under this Prospectus. Furthermore, the Issuer may in future
issue Covered Bonds referencing SONIA that differ materially in terms of interest determination when
compared with any previous SONIA-referenced Covered Bonds issued by it under the Programme.
Equally, in such circumstances it may be difficult for the Covered Bond Guarantor to find any
replacement Swap Provider to hedge its interest rate exposure properly on such a Floating Rate Covered
Bond should a Swap Provider need to be replaced and such Floating Rate Covered Bond at that time uses
an application of SONIA that differs from products such Swap Providers are prepared to hedge at that
time. The development of Compounded Daily SONIA as an interest reference rate for the Eurobond
markets, as well as continued development of SONIA-based rates for such market and the market
infrastructure for adopting such rates, could result in reduced liquidity or increased volatility or could
otherwise affect the market price of any SONIA-referenced Covered Bonds issued under the Programme
from time to time.

Furthermore, the Rate of Interest on Covered Bonds which reference Compounded Daily SONIA is only
capable of being determined at the end of the relevant Observation Period and immediately prior to the
relevant Interest Payment Date. It may be difficult for investors in Covered Bonds which reference
Compounded Daily SONIA to estimate reliably the amount of interest which will be payable on such
Covered Bonds, and some investors may be unable or unwilling to trade such Covered Bonds without
changes to their IT systems, both of which factors could adversely impact the liquidity of such Covered
Bonds. Further, in contrast to LIBOR-based Covered Bonds, if Covered Bonds referencing Compounded
Daily SONIA become due and payable as a result of an Issuer Event of Default or an LLP Event of
Default, or are otherwise redeemed early on a date which is not an Interest Payment Date, the final Rate
of Interest payable in respect of such Covered Bonds shall only be determined immediately prior to the
date on which the Covered Bonds become due and payable.

In addition, the manner of adoption or application of SONIA reference rates in the Eurobond markets
may differ materially compared with the application and adoption of SONIA in other markets, such as
the derivatives and loan markets. Investors should carefully consider how any mismatch between the
adoption of SONIA reference rates across these markets may impact any hedging or other financial
arrangements which they may put in place in connection with any acquisition, holding or disposal of
Covered Bonds referencing Compounded Daily SONIA.

Investors should carefully consider these matters when making their investment decision with respect to
any such Covered Bonds.
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LEGAL AND REGULATORY RISKS
Changes in law

The structure of the issue of the Covered Bonds and the ratings which are to be assigned to them are
based on English law (and, in relation to the Scottish Mortgage Loans and Northern Irish Mortgage
Loans, Scots law and Northern Irish Law respectively) in effect as at the date of this Prospectus. No
assurance can be given as to the impact of any possible change to English law, Scots law or Northern
Irish Law (including any change in regulation which may occur without a change in primary legislation)
or administrative practice or tax treatment in the United Kingdom after the date of this Prospectus, nor
can any assurance be given as to whether any such change would adversely affect the ability of the Issuer
to make payments under the Covered Bonds or the ability of the LLP to make payments under the
Covered Bond Guarantee.

Insolvency proceedings and subordination provisions

There is uncertainty as to the validity and/or enforceability of a provision which (based on contractual
and/or trust principles) subordinates certain payment rights of a creditor to the payment rights of other
creditors of its counterparty upon the occurrence of insolvency proceedings relating to that creditor. In
particular, recent cases have focused on provisions involving the subordination of a hedging
counterparty's payment rights in respect of certain termination payments upon the occurrence of
insolvency proceedings or other default on the part of such counterparty (so-called "flip clauses"). Such
provisions are similar in effect to the terms which will be included in the Transaction Documents relating
to the Priorities of Payments.

The English Supreme Court has held that a flip clause as described above is valid under English law.
Contrary to this however, the US Bankruptcy Court has held that such a subordination provision is
unenforceable under US bankruptcy law and that any action to enforce such provision would violate the
automatic stay which applies under such law in the case of a US bankruptcy of the counterparty. The
implications of this conflict remain unresolved.

If a creditor of the LLP (such as a swap counterparty) or a related entity becomes subject to insolvency
proceedings in any jurisdiction outside England and Wales (including, but not limited to, the US), and it
is owed a payment by the LLP, a question arises as to whether the insolvent creditor or any insolvency
official appointed in respect of that creditor could successfully challenge the validity and/or
enforceability of subordination provisions included in the English law governed Transaction Documents
(such as a provision of the Priorities of Payments which refers to the ranking of the swap counterparties'
payment rights). In particular, based on the decision of the US Bankruptcy Court referred to above, there
is a risk that such subordination provisions would not be upheld under US bankruptcy laws. Such laws
may be relevant in certain circumstances with respect to a range of entities which may act as swap
counterparty, including US established entities and certain non-US established entities with assets or
operations in the US (although the scope of any such proceedings may be limited if the relevant non-US
entity is a bank with a licensed branch in a US state). In general, if a subordination provision included
in the Transaction Documents was successfully challenged under the insolvency laws of any relevant
jurisdiction outside England and Wales and any relevant foreign judgment or order was recognised by
the English courts, there can be no assurance that such actions would not adversely affect the rights of
the Covered Bondholders, the market value of the Covered Bonds and/or the ability of the LLP to satisfy
its obligations under the Covered Bond Guarantee.

Lastly, given the general relevance of the issues under discussion in the judgments referred to above and
that the Transaction Documents will include terms providing for the subordination of payments under
the Priorities of Payment, there is a risk that the final outcome of the dispute in such judgments (including
any recognition action by the English courts) may result in negative rating pressure in respect of the
Covered Bonds. If any rating assigned to the Covered Bonds is lowered, the market value of the Covered
Bonds may reduce.

Expenses of insolvency officeholders

Pursuant to the RCB Regulations, following the realisation of any asset pool security (excluding
circumstances where there is a concurrent winding up of the LLP) certain costs and expenses are payable
out of the fixed and floating charge assets of the LLP in priority to the claims of other Secured Creditors
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(including the Covered Bondholders). Such costs and expenses are also payable out of the floating charge
assets of the LLP (but not out of the fixed charge assets) in priority to the claims of the other Secured
Creditors in a winding up of the LLP and/or in an administration of the LLP. Such costs and expenses
include disbursements made by the officeholder (including an administrative receiver, liquidator or
administrator) in respect of costs in relation to certain senior service providers and hedge counterparties
and also general expenses incurred in the corresponding insolvency proceedings in respect of the LLP
(which could include any corporation tax charges). This is a departure from the general position under
English law which provides that the expenses of any administration and the expenses of any liquidation
only rank ahead of a holder of a floating charge (but not ahead of the claims of a fixed charge-holder).

It is intended that the LLP should be a bankruptcy-remote entity and a provision has been included in the
Deed of Charge such that, in certain post-enforcement scenarios in circumstances where the RCB
Regulations apply to the LLP, each Secured Creditor agrees in effect that (amongst other things) if it
receives certain subordinated amounts in respect of any secured liabilities owed to it other than in
accordance with the Post-Enforcement Priority of Payments (referred to under "Cashflows" below) then
such amounts will be held on trust for the Security Trustee and paid over to the Security Trustee
immediately upon receipt so that such amounts may be applied in accordance with that priority of
payments. Notwithstanding such provision, assuming that the RCB Regulations will apply, there is a
risk that in certain circumstances the relevant provisions of the RCB Regulations will result in a reduction
in the amounts available to pay Covered Bondholders. In particular, it is not possible to bind third parties
(such as HMRC) in relation to such subordination provisions.

See also the investment consideration described below under "Liguidation Expenses".
Insolvency Act 2000

The Insolvency Act 2000 allows certain "small" companies to seek protection from their creditors for a
period of 28 days for the purposes of putting in place a company voluntary arrangement with the option
for creditors to extend the moratorium for a further two months. This also extends to Limited Liability
Partnerships by virtue of the Limited Liability Partnership (Amendment) Regulations 2005.

A "small" company is defined as one which satisfies two or more of the following criteria: (i) its turnover
is not more than £6.5 million; (ii) its balance sheet total is not more than £3.26 million; and (iii) the
number of employees is not more than 50. The position as to whether or not a company is a "small"
company may change from time to time and consequently no assurance can be given that the LLP, at any
given time, will not be determined to be a "small" company. The United Kingdom Secretary of State for
Business, Energy and Industrial Strategy may by regulation modify the eligibility requirements for
"small" companies and can make different provisions for different cases. No assurance can be given that
any such modification or different provisions will not be detrimental to the interests of the Covered
Bondholders.

Secondary legislation excludes certain special purpose companies in relation to capital markets
transactions from the optional moratorium provisions. Such exceptions include (a) a company which, at
the time of filing for a moratorium, is a party to an agreement which is or forms part of a "capital market
arrangement” (as defined in the secondary legislation) under which a party has incurred, or when the
agreement was entered into was expected to incur, a debt of at least £10 million and which involves the
issue of a "capital market investment" (also defined but generally a rated, listed or traded bond) and (b)
a company which, at the time of filing for a moratorium, has incurred a liability (including a present,
future or contingent liability and a liability payable wholly or partly in a foreign currency) of at least £10
million. While the LLP is expected to fall within one of the exceptions there is no guidance as to how
the legislation will be interpreted and the Secretary of State for Business, Energy and Industrial Strategy
may by regulation modify the exceptions. No assurance can be given that any modification of the
exceptions will not be detrimental to the interests of the Covered Bondholders. Correspondingly, if the
LLP is determined to be a "small" company and determined not to fall within one of the exceptions, then
certain actions in respect of the LLP may, for a period, be prohibited by the imposition of a moratorium.

Fixed charges may take effect under English law as floating charges

Pursuant to the terms of the Deed of Charge, the LLP has purported to grant fixed charges over, amongst
other things, its interests in the English Mortgage Loans and their Related Security, the Substitution

86



1.6

1.7

Assets and its rights and benefits in the LLP Accounts and all Authorised Investments purchased from
time to time.

The law in England and Wales relating to the characterisation of fixed charges is unsettled. The fixed
charges purported to be granted by the LLP may take effect under English law as floating charges only,
if, for example, it is determined that the Security Trustee does not exert sufficient control over the
Charged Property for the security to be said to constitute fixed charges. If the charges take effect as
floating charges instead of fixed charges, then, as a matter of law, certain claims would have priority over
the claims of the Security Trustee in respect of the floating charge assets. In particular, the "prescribed
part" (referred to below), the expenses of any administration and/or winding up and the claims of any
preferential creditors would rank ahead of the claims of the Security Trustee in this regard. Although,
the Enterprise Act 2002 abolished the preferential status of certain Crown debts (including the claims of
the United Kingdom tax authorities) the United Kingdom government has published draft legislation
pursuant to which, if implemented and with effect from 6 April 2020, certain amounts owed to the United
Kingdom tax authorities will become secondary preferential debts and rank ahead of the recoveries to
floating charge holders. These measures, if implemented, are intended to apply to taxes effectively
collected by a business from customers and employees on behalf of the tax authorities and will include
amounts in respect of VAT, PAYE, employee national insurance contributions and construction industry
scheme deductions. In addition, certain employee claims (in respect of contributions to pension schemes
and wages) still have preferential status. In this regard, it should be noted that the LLP has agreed in the
Transaction Documents not to have any employees, should not be required to register for VAT in the
United Kingdom, and should not be subject to the construction industry scheme.

In addition, any administrative receiver, administrator or liquidator appointed in respect of the LLP will
be required to set aside the prescribed percentage or percentages of the floating charge realisations in
respect of the floating charges contained in the Deed of Charge.

An equivalent risk applies under Northern Irish law in relation to the Northern Irish Mortgage Loans and
their Related Security.

Under Scots law the concept of fixed charges taking effect as floating charges does not arise and
accordingly there is no equivalent risk in relation to the Scottish Mortgage Loans and their Related
Security.

English law security and insolvency considerations

The LLP has entered into a Deed of Charge, pursuant to which it has granted the Security in respect of
its obligations under the Covered Bond Guarantee (as to which, see "Transaction Documents — Deed of
Charge"). In certain circumstances, including the occurrence of certain insolvency events in respect of
the LLP, the ability to realise the Security may be delayed and/or the value of the Security impaired.
While the transaction structure is designed to minimise the likelihood of the LLP becoming insolvent,
there can be no assurance that the LLP will not become insolvent and/or the subject of insolvency
proceedings and/or that the Covered Bondholders would not be adversely affected by the application of
insolvency laws (including English insolvency laws and, if appropriate, Scottish and Northern Irish
insolvency laws).

Liquidation Expenses

The costs and expenses of a liquidation (including certain tax charges) will be payable out of floating
charge assets in priority to the claims of the floating charge-holder. In respect of certain litigation
expenses of the liquidator only, this is subject to the approval of the amount of such expenses by the
floating charge-holder (or, in certain circumstances, the court) pursuant to provisions set out in the
Insolvency Rules 1986. In addition, the claims of a floating charge are subordinate to the expenses of
any administration (under Schedule B1 to the Insolvency Act).

It appears that the provisions referred to above apply in respect of limited liability partnerships in general
and/or to owners under the RCB Regulations. On the basis of and as a result of the changes described
above, in a winding up of the LLP (whether or not the RCB Regulations apply), floating charge
realisations which would otherwise be available to satisfy the claims of Secured Creditors under the Deed
of Charge may be reduced by at least a significant proportion of any liquidation expenses (including
certain super-priority expenses, if the RCB Regulations apply to the LLP). There can be no assurance
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that the Covered Bondholders will not be adversely affected by such a reduction in floating charge
realisations.

Limited Liability Partnerships

The LLP is a limited liability partnership. Limited liability partnerships, created by statute pursuant to
the LLPA 2000, are bodies corporate for general English law purposes and have unlimited capacity. A
general description of limited liability partnerships is set out below under "Description of Limited
Liability Partnerships". This area of the law is relatively undeveloped. Accordingly, there is a risk that
as the law develops, new case law or new regulations made under or affecting the LLPA 2000 or relating
to limited liability partnerships could adversely affect the ability of the LLP to perform its obligations
under the Transaction Documents, the Dealer Agreement and/or any Subscription Agreement which
could, in turn, adversely affect the interests of the Covered Bondholders.

Harmonisation of the EU covered bond framework.

It should also be noted that at the end of 2019, the European Parliament and the Council finalised the
legislative package on covered bond reforms made up of a new covered bond directive (Directive (EU)
2019/2162) and a new regulation (Regulation (EU) 2019/2160), which entered into force on 7 January
2020 with the deadline for application of 8 July 2022 (both texts have relevance for the EEA and are to
be implemented in due course in other countries in the EEA, and, for these purposes, the EEA includes
the UK). The new covered bond directive replaces the current article 52(4) of the UCITS Directive,
establishes a revised common base-line for issue of covered bonds for EU or the UK regulatory purposes
(subject to various options that members states may choose to exercise when implementing the new
directive through national laws). The new regulation is directly applicable in the EU or the UK, it amends
article 129 of the Capital Requirements Regulation (CRR) (and certain related provisions) and further
strengthens the criteria for covered bonds that benefit from preferential capital treatment under the CRR
regime.

In addition, it should be noted that the new covered bond directive provides for permanent grandfathering
with respect to certain requirements of the new regime for article 52(4) UCITS Directive-compliant
covered bonds issued by an issuer with its registered office in an EU member state before the relevant
application date, provided there is continued supervision by the relevant designated competent authority
in the EU (similar grandfathering provisions are also provided for in the new regulation). Therefore,
preferential regulatory treatment will not be available in respect of the Covered Bonds following the
departure of the UK from the European Union, although the final position remains uncertain and will
depend in part on the terms of the UK’s exit (as to which, please refer to “~ Risks in relation to the UK's
exit from the EU”).

Pensions Act 2004

Under the Pensions Act 2004, a person that is 'connected with' or an 'associate' of an employer under an
occupational pension scheme can be subject to either a contribution notice or a financial support
direction. The Issuer is an employer under an occupational scheme and also a member of the LLP. On
this basis, the LLP is likely to be treated as 'connected to' the Issuer.

A contribution notice could be served on the LLP if it was party to an act, or a deliberate failure to act
(a) which has caused a material detriment to the pension scheme (whether or not intentionally); or (b) the
main purpose or one of the main purposes of which was either (i) to prevent the recovery of the whole or
any part of a debt which was, or might become, due from the employer under Section 75 of the Pensions
Act 1995 or (ii) otherwise than in good faith, to prevent such a debt becoming due, to compromise or
otherwise settle such a debt, or to reduce the amount of such a debt which would otherwise become due.

A financial support direction could be served on the LLP where the employer is either a service company
or insufficiently resourced. An employer is insufficiently resourced if the value of its resources is less
than 50 per cent. of the pension scheme's deficit calculated on an annuity buy-out basis and there is a
connected or associated person whose resources at least cover that difference. A financial support
direction can only be served where The Pensions Regulator considers it is reasonable to do so, having
regard to a number of factors.

As a result of the English Supreme Court decision in Re Nortel, Re Lehman Companies [2013] UKSC
52, if The Pensions Regulator issued a financial support direction or contribution notice against the LLP
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then, depending on when such a direction or notice was issued (and regardless of whether the LLP was
in liquidation or administration, as the case may be, at that time), any corresponding liability would not
be treated as an expense of the administration or liquidation (as the case may be). As a result, such a
claim would be treated as an ordinary unsecured debt and such claim would not rank in priority to, or
pari passu with, the rights and claims of the Security Trustee under the Deed of Charge with respect to
any charged asset.

If a contribution notice or financial support direction were to be served on the LLP this could adversely
affect investors in the Covered Bonds.

Regulatory initiatives may have an adverse impact on the regulatory treatment of the Covered
Bonds

In Europe, the U.S. and elsewhere, there is significant focus on fostering greater financial stability
through increased regulation of financial institutions, and their corresponding capital and liquidity
positions. This has resulted in a number of regulatory initiatives which are currently at various stages of
implementation and which may have an impact on the regulatory position for certain investors in covered
bond exposures and/or on the incentives for certain investors to hold covered bonds, and may thereby
affect the liquidity of such securities. Investors in the Covered Bonds are responsible for analysing their
own regulatory position and none of the Issuer, the Guarantor, any Dealer or any Arranger makes any
representation to any prospective investor or purchaser of the Covered Bonds regarding the treatment of
their investment on the date hereof or at any time in the future.

In particular, it should be noted that the Basel Committee on Banking Supervision ("BCBS") has
approved a series of significant changes to the Basel regulatory capital and liquidity framework such
changes being referred to by the BCBS as "Basel I11"). Basel I1I provides for a substantial strengthening
of existing prudential rules, including new requirements intended to reinforce capital standards (with
heightened requirements for global systemically important banks) and to establish a leverage ratio
"backstop" for financial institutions and certain minimum liquidity standards (referred to as the LCR and
the net stable funding ratio). BCBS member countries agreed to implement the initial phase of the Basel
III reforms from 1 January 2013 and the second phase from 1 January 2022, subject to transitional and
phase-in arrangements for certain requirements. As implementation of Basel III requires national
legislation, the final rules and the timetable for its implementation in each jurisdiction, as well as the
treatment of covered bonds, may be subject to some level of national variation. It should also be noted
that changes to regulatory capital requirements have been made for insurance and reinsurance
undertakings through participating jurisdiction initiatives, such as the Solvency II framework in Europe.

Prospective investors should therefore make themselves aware of the requirements described above (and
any corresponding implementing rules of their regulator), where applicable to them, in addition to any
other applicable regulatory requirements with respect to their investment in the Covered Bonds. No
predictions can be made as to the precise effects of such matters on any investor or otherwise.

Volcker Rule

Section 13 of the Bank Holding Company Act of 1956, as amended, and Regulation VV (12 C.F.R.
Section 248) promulgated thereunder by the Board of Governors of the Federal Reserve System (such
statutory provision together with such implementing regulations, the Volcker Rule) generally prohibit
"banking entities" (which term is broadly defined to include any U.S. bank or savings association whose
deposits are insured by the Federal Deposit Insurance Corporation, any company that controls any such
bank or savings association, any foreign bank treated as a bank holding company for purposes of Section
8 of the International Banking Act of 1978, as amended, and any affiliate or subsidiary of any of the
foregoing entities) from (i) engaging in proprietary trading as defined in the Volcker Rule, (ii) acquiring
or retaining an ownership interest in or sponsoring a "covered fund" and (iii) entering into certain
relationships with such funds. The Volcker Rule became effective on 21 July 2012, and final regulations
implementing the Volcker Rule were adopted on 10 December 2013 and became effective on 1 April
2014. Conformance with the Volcker Rule and its implementing regulations has been required since 21
July 2017. Under the Volcker Rule, unless jointly determined otherwise by specified federal regulators,
a "covered fund" does not include an issuer that may rely on an exclusion or exemption from the
definition of "investment company" under the Investment Company Act other than those contained in
Sections 3(c)(1) and 3(c)(7) of the Investment Company Act.

89



1.13

1.14

The LLP is not, and after giving effect to any offering and sale of Covered Bonds and the application of
the proceeds thereof will not be, a "covered fund" for purposes of the Volcker Rule. In reaching this
conclusion, the LLP has determined that (i) the LLP may rely on the exemption from registration under
the Investment Company Act provided by Section 3(c)(5)(C) thereof and (ii) the LLP will not rely solely
on Section 3(c)(1) or Section 3(c)(7) of the Investment Company Act for its exemption from registration
under the Investment Company Act. Although the LLP has conducted careful analysis to determine the
availability of the exemption provided by Section 3(c)(5)(C) of the Investment Company Act, there is no
assurance that the U.S. Securities and Exchange Commission will not take a contrary position.

The general effects of the Volcker Rule remain uncertain. Any prospective investor in the Covered
Bonds, including a U.S. or foreign bank or a subsidiary or other affiliate thereof, should consult its own
legal advisors regarding such matters and other effects of the Volcker Rule.

Potential effects of any additional regulatory changes

No assurance can be given that additional regulations or guidance from the FCA, the PRA, the FOS, the
CMA or any other regulatory authority will not arise with regard to the mortgage market in the United
Kingdom generally, the Seller's particular sector in that market or specifically in relation to the Seller.
Any such action or developments, in particular, but not limited to, the cost of compliance, may have a
material adverse effect on the Seller, the LLP and/or the Administrator and their respective businesses
and operations. This may reduce the amounts available to meet the payments due in respect of the
Covered Bonds.

Legal considerations may restrict certain investments

The investment activities of certain investors are subject to investment laws and regulations, or review
or regulation by certain authorities. Each potential investor of the Covered Bonds should consult its legal
advisers to determine whether and to what extent (1) the Covered Bonds are legal investments for it, (2)
the Covered Bonds can be used as collateral for various types of borrowing and (3) other restrictions
apply to its purchase or pledge of any Covered Bonds. Investors should consult their legal advisers or the
appropriate regulators to determine the appropriate treatment of the Covered Bonds under any applicable
risk-based capital or similar rules. The Covered Bonds will not be "mortgage related securities" for
purposes of the U.S. Secondary Mortgage Market Enhancement Act of 1984, as amended.
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FINAL TERMS AND DRAWDOWN PROSPECTUSES

In this section the expression "necessary information" means, in relation to any Tranche of Covered Bonds, the
information necessary to enable investors to make an informed assessment of the assets and liabilities, financial
position, profits and losses and prospects of the Issuer and of the rights attaching to the Covered Bonds. In relation
to the different types of Covered Bonds which may be issued under the Programme, the Issuer has included in this
Prospectus all of the necessary information except for information relating to the Covered Bonds which is not
known at the date of this Prospectus and which can only be determined at the time of an individual issue of a
Tranche of Covered Bonds.

Any information relating to the Covered Bonds which is not included in this Prospectus and which is required in
order to complete the necessary information in relation to a Tranche of Covered Bonds will be contained either in
the relevant Final Terms or in a Drawdown Prospectus.

For a Tranche of Covered Bonds which is the subject of Final Terms, those Final Terms will, for the purposes of
that Tranche only, complete this Prospectus and must be read in conjunction with this Prospectus. The terms and
conditions applicable to any particular Tranche of Covered Bonds which is the subject of Final Terms are the
Conditions described in this Prospectus as completed to the extent described in the relevant Final Terms.

The terms and conditions applicable to any particular Tranche of Covered Bonds which is the subject of a
Drawdown Prospectus will be the Conditions as supplemented, amended and/or replaced to the extent described
in the relevant Drawdown Prospectus.

In the case of a Tranche of Covered Bonds which is the subject of a Drawdown Prospectus, each reference in this
Prospectus to information being specified or identified in the relevant Final Terms shall be read and construed as
a reference to such information being specified or identified in the relevant Drawdown Prospectus, unless the
context requires otherwise.
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FORM OF THE COVERED BONDS

The Covered Bonds of each Series will be in either bearer form, without interest coupons attached, or registered
form, without interest coupons attached. Bearer Covered Bonds will be issued outside the United States to non-
U.S. persons in reliance on Regulation S under the Securities Act ("Regulation S") and Registered Covered Bonds
will be issued both outside the United States to non-U.S. persons in reliance on the exemption from registration
provided by Regulation S and within the United States or to, or for the account or benefit of U.S. persons in
reliance on Rule 144 A or otherwise in private transactions that are exempt from the registration requirements of
the Securities Act.

Bearer Covered Bonds

Each Tranche of Bearer Covered Bonds will be initially issued in the form of a temporary global covered bond
without receipts, interest coupons or talons attached (a "Temporary Global Covered Bond") which, will:

(a) if the Bearer Global Covered Bonds are intended to be issued in new global covered bond ("NGCB")
form, as stated in the applicable Final Terms Document (the "applicable Final Terms Document"), be
delivered on or prior to the Issue Date of the relevant Tranche to a common safekeeper (the "Common
Safekeeper") for Euroclear Bank SA/NV ("Euroclear") and Clearstream Banking S.A. ("Clearstream,
Luxembourg"); and

(b) if the Bearer Global Covered Bonds are not intended to be issued in NGCB form, as stated in the
applicable Final Terms Document, be delivered on or prior to the issue date of the relevant Tranche to a
common depositary (the "Common Depositary") for Euroclear and Clearstream, Luxembourg and/or any
other agreed clearing system.

If the applicable Final Terms indicates that the Bearer Global Covered Bond is a NGCB, the nominal amount of
the Covered Bonds represented by such Bearer Global Covered Bond will be the aggregate from time to time
entered in the records of both Euroclear and Clearstream, Luxembourg. The records of Euroclear and Clearstream,
Luxembourg (which expression in such Bearer Global Covered Bond means the records that each of Euroclear
and Clearstream, Luxembourg holds for its customers which reflect the amount of each such customer's interest
in the Covered Bonds) will be conclusive evidence of the nominal amount of Covered Bonds represented by such
Bearer Global Covered Bond and, for such purposes, a statement issued by Euroclear and/or Clearstream
Luxembourg, as the case may be, stating that the nominal amount of Covered Bonds represented by such Bearer
Global Covered Bond at any time will be conclusive evidence of the records of Euroclear and/or Clearstream at
that time, as the case may be.

Whilst any Bearer Global Covered Bond is represented by a Temporary Global Covered Bond, payments of
principal, interest (if any) and any other amount payable in respect of the Bearer Global Covered Bonds due prior
to the Exchange Date (as defined below) will be made (against presentation of the Temporary Global Covered
Bond if the Temporary Global Covered Bond is not intended to be issued in NGCB form) only to the extent that
certification to the effect that the beneficial owners of interests in such Bearer Global Covered Bond are not U.S.
persons for U.S. federal income tax purposes or persons who have purchased for resale to any U.S. person, as
required by U.S. Treasury regulations, has been received by Euroclear and/or Clearstream, Luxembourg and
Euroclear and/or Clearstream, Luxembourg, as applicable, has given a like certification (based on the certifications
it has received) to the Principal Paying Agent.

On and after the date (the "Exchange Date") which is 40 days after a Temporary Global Covered Bond is issued,
interests in such Temporary Global Covered Bond will be exchangeable (free of charge) upon a request as
described therein either for: (i) interests in a Permanent Global Covered Bond of the same Series; or (ii) for Bearer
Definitive Covered Bonds of the same Series with, where applicable, interest coupons attached (as indicated in
the applicable Final Terms), in each case against certification of non-U.S. beneficial ownership as described above
unless such certification has already been given. The holder of a Temporary Global Covered Bond will not be
entitled to collect any payment of interest, principal or other amount due on or after the Exchange Date unless,
upon due certification, exchange of the Temporary Global Covered Bond for an interest in a Permanent Global
Covered Bond or for Bearer Definitive Covered Bonds is improperly withheld or refused.

Payments of principal, interest (if any) or any other amounts on a Permanent Global Covered Bond will be made
through Euroclear and/or Clearstream, Luxembourg (against presentation or surrender (as the case may be) of the
Permanent Global Covered Bond if the Permanent Global Covered Bond is not intended to be issued in NGCB
form) without any requirement for certification.
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The applicable Final Terms will specify that a Permanent Global Covered Bond will be exchangeable (free of
charge), in whole but not in part, for Bearer Definitive Covered Bonds with, where applicable, interest coupons
attached upon the occurrence of an Exchange Event. For these purposes, "Exchange Event" means that: (A) the
Issuer has been notified that both Euroclear and Clearstream, Luxembourg have been closed for business for a
continuous period of 14 days (other than by reason of holiday, statutory or otherwise) or have announced an
intention permanently to cease business or have in fact done so and no successor clearing system is available; or
(B) the Issuer has or will become subject to adverse tax consequences which would not be suffered were the
Bearer Covered Bonds represented by the Permanent Global Covered Bond in definitive form. The Issuer will
promptly give notice to the Covered Bondholders of each Series of Bearer Global Covered Bonds in accordance
with Condition 14 (Notices) if an Exchange Event occurs. In the event of the occurrence of an Exchange Event,
Euroclear and/or Clearstream, Luxembourg (acting on the instructions of any holder of an interest in such
Permanent Global Covered Bond) or the Bond Trustee may give notice to the Principal Paying Agent requesting
exchange and, in the event of the occurrence of an Exchange Event as described in (ii) above, the Issuer may also
give notice to the Principal Paying Agent requesting exchange. Any such exchange shall occur not later than 45
days after the date of receipt of the first relevant notice by the Principal Paying Agent.

The exchange of a Permanent Global Covered Bond for a Bearer Definitive Covered Bond upon notice from
Euroclear and/or Clearstream (acting on the instructions of any holder) or at any time at the request of the Issuer
should not be expressed to be applicable in the applicable Final Terms if the Covered Bonds are issued with a
minimum Specified Denomination such as €100,000 (or its equivalent in another currency) plus one or more
higher integral multiples of another smaller amount such as €1,000 (or its equivalent in another currency).
Furthermore, such Specified Denomination construction is not permitted in relation to any issue of Covered Bonds
which is to be represented on issue by a Temporary Global Covered Bond exchangeable for definitive Covered
Bonds.

Bearer Global Covered Bonds and Bearer Definitive Covered Bonds will be issued pursuant to the Trust Deed in
accordance with the Agency Agreement.

The following legend will appear on all Bearer Covered Bonds (other than Temporary Global Covered Bonds)
which have an original maturity of more than one year and on all interest coupons relating to such Bearer Covered
Bonds:

"ANY UNITED STATES PERSON WHO HOLDS THIS OBLIGATION WILL BE SUBJECT TO
LIMITATIONS UNDER THE UNITED STATES INCOME TAX LAWS, INCLUDING THE LIMITATIONS
PROVIDED IN SECTIONS 165(j) AND 1287(a) OF THE INTERNAL REVENUE CODE."

The sections referred to provide that United States holders, with certain exceptions, will not be entitled to deduct
any loss on Bearer Covered Bonds or interest coupons and will not be entitled to capital gains treatment of any
gain on any sale, disposition, redemption or payment of principal in respect of such Bearer Covered Bonds or
interest coupons.

Covered Bonds which are represented by a Bearer Global Covered Bond will only be transferable in accordance
with the rules and procedures for the time being of Euroclear or Clearstream, Luxembourg, as the case may be.

Registered Covered Bonds

The Registered Covered Bonds of each Tranche offered and sold in reliance on Regulation S, which will be sold
to non-U.S. persons outside the United States, will initially be represented by a global covered bond in registered
form (a "Regulation S Global Covered Bond"). Prior to expiry of the Distribution Compliance Period (as
defined in Regulation S) applicable to each Tranche of Covered Bonds, beneficial interests in a Regulation S
Global Covered Bond may not be offered or sold to, or for the account or benefit of, a U.S. person save as
otherwise provided in Condition 3 and may not be held otherwise than through Euroclear or Clearstream,
Luxembourg, and such Regulation S Global Covered Bond will bear a legend regarding such restrictions on
transfer.

Subject to the consent of the Bond Trustee (which must be given if certain conditions are met), the Issuer may
amend the Programme to allow for the issue of Registered Covered Bonds in the form of N Covered Bonds
(Namensschuldverschreibungen) governed by German law and evidenced by a certificate made out in the name
of the holder of the N Covered Bond, as further specified in the applicable Final Terms for the relevant Series. N
Covered Bonds will be in definitive form and not cleared through any clearing system.
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The Registered Covered Bonds of each Tranche may only be offered and sold in the United States or to U.S.
persons in private transactions exempt from registration under the Securities Act to QIBs who agree to purchase
the Covered Bonds for their own account or for the benefit of other QIBs and not with a view to distribution
thereof.

The Registered Covered Bonds of each Tranche sold to QIBs will be represented by a global covered bond in
registered form (a "Rule 144A Global Covered Bond" and, together with a Regulation S Global Covered Bond,
the "Registered Global Covered Bonds").

Registered Global Covered Bonds will either (i) in the case of a Rule 144A Global Covered Bond which is not
intended to be held under the new safekeeping structure ("NSS" or "New Safekeeping Structure"), be deposited
with a custodian for, and registered in the name of a nominee of, the Depository Trust Company ("DTC") for the
accounts of Euroclear and Clearstream, Luxembourg; (ii) in the case of a Rule 144A Global Covered Bond which
is intended to be held under the New Safekeeping Structure be deposited with a custodian for, and registered in
the name of a nominee of the common safekeeper for Euroclear and/or Clearstream, Luxembourg; (iii) in the case
of a Regulation S Global Covered Bond which is not intended to be held under the New Safekeeping Structure,
be deposited with a common depositary for, and registered in the name of a nominee of, Euroclear and/or
Clearstream, Luxembourg; or (iv) in the case of a Regulation S Global Covered Bond which is intended to be held
under the New Safekeeping Structure, be registered in the name of a common safekeeper (or its nominee) for
Euroclear and/or Clearstream, Luxembourg, in each case as specified in the applicable Final Terms. Persons
holding beneficial interests in Registered Global Covered Bonds will be entitled or required, as the case may be,
under the circumstances described below, to receive physical delivery of Definitive Covered Bonds in fully
registered form.

Persons holding beneficial interests in Registered Global Covered Bonds will be entitled or required, as the case
may be, under the circumstances described below, to receive physical delivery of Definitive Covered Bonds in
fully registered form.

Payments of principal, interest and any other amount in respect of the Registered Global Covered Bonds will, in
the absence of provision to the contrary, be made to the person shown on the Register (as defined in Condition 6(d)
(Payments in respect of Registered Covered Bonds)) as the registered holder of the Registered Global Covered
Bonds. None of the Issuer, the LLP, the Bond Trustee, any Paying Agent or the Registrar will have any
responsibility or liability for any aspect of the records relating to or payments or deliveries made on account of
beneficial ownership interests in the Registered Global Covered Bonds or for maintaining, supervising or
reviewing any records relating to such beneficial ownership interests.

Payments of principal, interest or any other amount in respect of the Registered Covered Bonds in definitive form
will, in the absence of provision to the contrary, be made to the persons shown on the Register on the relevant
Record Date (as defined in Condition 6(d) (Payments in respect of Registered Covered Bonds) immediately
preceding the due date for payment in the manner provided in that Condition.

Interests in a Registered Global Covered Bond will be exchangeable (free of charge), in whole but not in part, for
Registered Definitive Covered Bonds without interest coupons attached only upon the occurrence of an Exchange
Event. For these purposes, "Exchange Event" means that: (i) in the case of Covered Bonds registered in the name
of a nominee for DTC, either DTC has notified the Issuer that it is unwilling or unable to continue to act as
depository for the Covered Bonds and no alternative clearing system is available or DTC has ceased to constitute
a clearing agency registered under the Exchange Act; (ii) in the case of Covered Bonds registered in the name of
a nominee for a common depositary or, as applicable, a common safekeeper (or its nominee), for Euroclear and
Clearstream, Luxembourg, the Issuer has been notified that both Euroclear and Clearstream, Luxembourg have
been closed for business for a continuous period of 14 days (other than by reason of holiday, statutory or otherwise)
or have announced an intention permanently to cease business or have in fact done so and no successor clearing
system is available; or (iii) the Issuer has or will become subject to adverse tax consequences which would not be
suffered were the Covered Bonds represented by the Registered Global Covered Bond in definitive form. The
Issuer will promptly give notice to the Covered Bondholders of each Series of Registered Global Covered Bonds
in accordance with Condition 14 (Notices) if an Exchange Event occurs. In the event of the occurrence of an
Exchange Event, DTC, Euroclear and/or Clearstream, Luxembourg (acting on the instructions of any registered
holder of an interest in such Registered Global Covered Bond) may give notice to the Registrar requesting
exchange and, in the event of the occurrence of an Exchange Event as described in (iii) above, the Issuer may also
give notice to the Registrar requesting exchange. Any such exchange shall occur not later than ten days after the
date of receipt of the first relevant notice by the Registrar.
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Definitive Rule 144A Covered Bonds will be issued only in minimum denominations of U.S.$200,000 and integral
multiples of U.S.$1,000 in excess thereof (or the approximate equivalents in the applicable Specified Currency).

Transfer of Interests

Interests in a Rule 144A Global Covered Bond may, subject to compliance with all applicable restrictions, be
transferred to a person who wishes to hold such interest in a Regulation S Global Covered Bond representing the
same Series and Tranche of Covered Bonds and vice versa. No beneficial owner of an interest in a Registered
Global Covered Bond will be able to transfer such interest, except in accordance with the applicable procedures
of DTC, Euroclear and Clearstream, Luxembourg, in each case to the extent applicable. Registered Covered
Bonds are also subject to the restrictions on transfer set forth therein and will bear a legend regarding such
restrictions, see Subscription and Sale and Transfer and Selling Restrictions.

General

Pursuant to the Agency Agreement (as defined under Conditions of the Covered Bonds), the Principal Paying
Agent shall arrange that, where a further Tranche of Covered Bonds is issued which is intended to form a single
Series with an existing Tranche of Covered Bonds, the Covered Bonds of such further Tranche shall be assigned
a common code and ISIN and, where applicable, a CUSIP and CINS number which are different from the common
code, ISIN, CUSIP and CINS assigned to Covered Bonds of any other Tranche of the same Series until at least
the expiry of the Distribution Compliance Period applicable to the Covered Bonds of such Tranche.

Any reference herein to DTC, Euroclear and/or Clearstream, Luxembourg shall, whenever the context so permits,
be deemed to include a reference to any additional or alternative clearing system specified in the applicable Final
Terms or as may otherwise be approved by the Issuer, the Principal Paying Agent and the Bond Trustee.

No Covered Bondholder or Couponholder shall be entitled to proceed directly against the Issuer or the LLP unless
the Bond Trustee or, as the case may be, the Security Trustee, having become so bound to proceed, (i) fails so to
do within a reasonable period, or (ii) is unable for any reason so to do, and the failure or inability shall be
continuing.

The Issuer will notify the ICSDs and the Paying Agents upon issue whether the Covered Bonds are intended, or
are not intended, to be held in a manner which would allow Eurosystem eligibility and deposited with one of the
ICSDs as common safekeeper (and in the case of registered Covered Bonds, registered in the name of a nominee
of one of the ICSDs acting as common safekeeper). Where the Covered Bonds are not intended to be deposited
with one of the ICSDs as common safekeeper upon issuance, should the Eurosystem eligibility criteria be amended
in the future such as that the Covered Bonds are capable of meeting such criteria, the Covered Bonds may then be
deposited with one of the ICSDs as common safekeeper. Where the Covered Bonds are so deposited with one of
the ICSDs as common safekeeper (and in the case of registered Covered Bonds, registered in the name of a
nominee of one of the ICSDs acting as common safekeeper) upon issuance or otherwise, this does not necessarily
mean that the Covered Bonds will be recognised as eligible collateral for Eurosystem monetary policy and intra
day credit operations by the Eurosystem at issuance or at any time during their life. Such recognition will depend
upon the European Central Bank being satisfied that Eurosystem eligibility criteria have been met.
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TERMS AND CONDITIONS OF THE COVERED BONDS

The following are the terms and conditions of the Covered Bonds which will be incorporated by reference into
each Global Covered Bond (as defined below) and each Definitive Covered Bond, in the latter case only if
permitted by the relevant stock exchange or other relevant authority (if any) and agreed by the Issuer and the
relevant Dealer(s) at the time of issue but, if not so permitted and agreed, such Definitive Covered Bond will have
endorsed thereon or attached thereto such terms and conditions. The applicable Final Terms (or the relevant
provisions thereof) will be endorsed upon, or attached to, each Global Covered Bond and Definitive Covered
Bond.

1. Introduction

(a) This Covered Bond is one of a Series (as defined below) of Covered Bonds issued by Clydesdale Bank
PLC (the "Issuer") constituted by a trust deed (such trust deed as modified and/or supplemented and/or
restated as at the date hereof and as further modified and/or supplemented and/or restated from time to
time, the "Trust Deed") dated 9 April 2018 (the "Initial Programme Date") made between the Issuer,
Eagle Place Covered Bonds LLP as guarantor (the "LLP") and HSBC Corporate Trustee Company (UK)
Limited as bond trustee (in such capacity, the "Bond Trustee", which expression shall include any
successor as Bond Trustee) and as security trustee (in such capacity, the "Security Trustee", which
expression shall include any successor as Security Trustee).

(b) Definitions: Except where the context otherwise requires, capitalised terms used and not otherwise
defined in these Conditions shall bear the meanings given to them in the applicable Final Terms and/or
the master definitions and construction schedule signed for the purpose of identification by Allen &
Overy LLP and Freshfields Bruckhaus Deringer LLP (as the same may be amended and/or supplemented
and/or restated from time to time, the "Master Definitions and Construction Schedule"), a copy of
each of which may be obtained as described in Condition 1(j) (Transaction Documents) below.

(©) Interpretation: Save as provided for in Conditions 10 (Events of Default and Enforcement) and 15
(Meetings of Covered Bondholders, Modification and Waiver), references herein to the "Covered
Bonds" shall be references to the Covered Bonds of this Series and shall mean:

(1) in relation to any Covered Bonds represented by a global covered bond (a "Global Covered
Bond"), units of the lowest Specified Denomination in the Specified Currency;

(i1) any Global Covered Bond,

(iii) any Definitive Covered Bonds in bearer form ("Bearer Definitive Covered Bonds"), issued in
exchange for a Global Covered Bond in bearer form; and

>iv) any Definitive Covered Bonds in registered form ("Registered Definitive Covered Bonds")
(whether or not issued in exchange for a Global Covered Bond in registered form).

As used herein, "Tranche" means Covered Bonds which are identical in all respects (including as to
listing and admission to trading) and "Series" means a Tranche of Covered Bonds together with any
further Tranche or Tranches of Covered Bonds which are: (i) expressed to be consolidated and form a
single series; and (ii) identical in all respects (including as to listing and admission to trading) except for
their respective Issue Dates, Interest Commencement Dates and/or Issue Prices.

(d) Agency Agreement. The Covered Bonds and the Coupons (as defined below) have the benefit of an
agency agreement (such agency agreement as amended and/or supplemented and/or restated as at the
date hereof and as further modified and/or supplemented and/or restated from time to time, the "Agency
Agreement") originally dated the Initial Programme Date and made between the Issuer, the LLP, the
Bond Trustee, the Security Trustee and HSBC Bank plc, as issuing and principal paying agent and agent
bank (in such capacity, the "Principal Paying Agent", which expression shall include any successor
principal paying agent) and the other paying agents named therein (together with the Principal Paying
Agent, the "Paying Agents", which expression shall include any additional or successor paying agents),
HSBC Bank plc, as registrar (in such capacity, the "Registrar", which expression shall include any
successor registrar) and as transfer agent (in such capacity, a "Transfer Agent" and together with the
Registrar, the "Transfer Agents", which expression shall include any additional or successor transfer
agents. As used herein, "Agents" shall mean the Paying Agents and the Transfer Agents).
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Coupons and Talons: Interest-bearing Bearer Definitive Covered Bonds have interest coupons
("Coupons") and in the case of Covered Bonds which when issued in definitive form have more than 27
interest payments remaining, talons for further Coupons ("Talons") attached on issue. Any reference
herein to Coupons or coupons shall, unless the context otherwise requires, be deemed to include a
reference to Talons or talons. Registered Covered Bonds and Global Covered Bonds do not have
Coupons attached on issue.

Final Terms: The Final Terms for this Covered Bond (or the relevant provisions thereof) are attached to
or endorsed on this Covered Bond and complete these terms and conditions (the "Conditions").
References to the "applicable Final Terms" are to the Final Terms (or the relevant provisions thereof)
attached to or endorsed on this Covered Bond or as set out in any drawdown prospectus issued
specifically in relation to a particular series of Covered Bonds.

Bond Trustee: The Bond Trustee acts for the benefit of the holders for the time being of the Covered
Bonds (the "Covered Bondholders", which expression shall, in relation to any Covered Bonds
represented by a Global Covered Bond, be construed as provided below) and the holders of the Coupons
(the "Couponholders", which expression shall, unless the context otherwise requires, include the holders
of the Talons), and for holders of each other Series of Covered Bonds in accordance with the provisions
of the Trust Deed.

LLP Guarantee: The LLP has, pursuant to the Trust Deed, irrevocably and unconditionally guaranteed
the due and punctual payment of Guaranteed Amounts in respect of the Covered Bonds and the Coupons
as and when the same shall become due for payment on certain dates in accordance with the Trust Deed
("Due for Payment"), but only after (i) service of a Notice to Pay on the LLP following an Issuer Event
of Default and service by the Bond Trustee of an Issuer Acceleration Notice on the Issuer or (ii) service
of an LLP Acceleration Notice on the LLP.

Deed of Charge: The security for the obligations of the LLP under the Covered Bond Guarantee and the
other Transaction Documents to which it is a party has been created in and pursuant to, and on the terms
set out in, a deed of charge (such deed of charge as amended and/or supplemented and/or restated as at
the date hereof and as further modified and/or supplemented and/or restated from time to time, the "Deed
of Charge") originally dated the Initial Programme Date and made between the LLP, the Bond Trustee,
the Security Trustee and certain other Secured Creditors.

Transaction Documents: These Conditions include summaries of, and are subject to, the provisions of
the Trust Deed, the Deed of Charge and the Agency Agreement. Copies of the Trust Deed, the Deed of
Charge, the Master Definitions and Construction Schedule, the Agency Agreement and each of the other
Transaction Documents are available for inspection during normal business hours at the registered office
for the time being of the Bond Trustee being at the date of this Prospectus at 8 Canada Square, London
E14 SHQ and at the specified office of each of the Paying Agents. Copies of the applicable Final Terms
for all Covered Bonds of each Series are obtainable during normal business hours at the specified office
of each of the Paying Agents and any Covered Bondholder must produce evidence satisfactory to the
Issuer and the Bond Trustee or, as the case may be, the relevant Paying Agent as to its holding of Covered
Bonds and identity. The Covered Bondholders and the Couponholders are deemed to have notice of, are
bound by, and are entitled to the benefit of, all the provisions of, and definitions contained in, the Trust
Deed, the Deed of Charge, the Master Definitions and Construction Schedule, the Agency Agreement,
each of the other Transaction Documents and the applicable Final Terms which are applicable to them
and to have notice of each set of Final Terms relating to each other Series.

Form, Denomination and Title

Form: The Covered Bonds are in bearer form or in registered form as specified in the applicable Final
Terms and, in the case of Definitive Covered Bonds (being Bearer Definitive Covered Bond(s) and/or,
as the context may require, Registered Definitive Covered Bond(s)), serially numbered, in the Specified
Currency and the Specified Denomination(s). Covered Bonds of one Specified Denomination may not
be exchanged for Covered Bonds of another Specified Denomination and Bearer Covered Bonds may
not be exchanged for Registered Covered Bonds and vice versa.

Denomination: This Covered Bond may be denominated in any currency.
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Fixed Rate Covered Bond, Floating Rate Covered Bond or Zero Coupon Covered Bond: Subject to
confirmation from each Rating Agency prior to the issuance of this Covered Bond that the then current
rating of any outstanding Series of Covered Bonds will not be adversely affected by the issuance of this
Covered Bond, this Covered Bond may, depending upon the Interest Basis shown in the applicable Final
Terms, be a Fixed Rate Covered Bond, a Floating Rate Covered Bond or a Zero Coupon Covered Bond
or a combination of any of the foregoing.

Bearer Definitive Covered Bonds: Bearer Definitive Covered Bonds are issued with Coupons attached,
unless they are Zero Coupon Covered Bonds in which case references to Coupons and Couponholders
in these Conditions are not applicable.

Title: Subject as set out below, title to the Bearer Covered Bonds and Coupons will pass by delivery and
title to the Registered Covered Bonds will pass upon registration of transfers in accordance with the
provisions of the Agency Agreement. The Issuer, the LLP, the Paying Agents, the Security Trustee and
the Bond Trustee will (except as otherwise required by law) deem and treat the bearer of any Bearer
Covered Bond or Coupon and the registered holder of any Registered Covered Bond as the absolute
owner thereof (whether or not overdue and notwithstanding any notice of ownership or writing thereon
or notice of any previous loss or theft thereof) for all purposes but, in the case of any Global Covered
Bond, without prejudice to the provisions set out in the next succeeding paragraph.

Global Covered Bonds: For so long as any Covered Bond is represented by a Global Covered Bond
deposited with a common depositary (in the case of a CGCB) or common safekeeper (in the case of a
NGCB) for Euroclear Bank SA/NV ("Euroclear") and/or Clearstream Banking S.A. ("Clearstream,
Luxembourg") or so long as The Depository Trust Company ("DTC") or its nominee is the registered
holder of a Registered Global Covered Bond, each person (other than Euroclear or Clearstream,
Luxembourg or DTC) who is for the time being shown in the records of Euroclear or of Clearstream,
Luxembourg or DTC as the holder of a particular nominal amount of such Covered Bonds (in which
regard any certificate or other document issued by Euroclear or Clearstream, Luxembourg or DTC as to
the nominal amount of such Covered Bonds standing to the account of any person shall be conclusive
and binding for all purposes save in the case of manifest error and any such certificate or other document
may comprise any form of statement or print out of electronic records provided by the relevant clearing
system (including Euroclear's EUCLID or Clearstream's Cedcom system) in accordance with its usual
procedures and in which the holder of a particular nominal amount of the Covered Bonds is clearly
identified with the amount of such holding) shall be treated by the Issuer, the LLP, the Paying Agents,
the Security Trustee and the Bond Trustee as the holder of such nominal amount of such Covered Bonds
for all purposes other than with respect to the payment of principal or interest or other amounts on such
nominal amount of such Covered Bonds, and, in the case of DTC or its nominee, voting, giving consents
and making requests, for which purpose the bearer of the relevant Global Covered Bond or the registered
holder of the relevant Registered Global Covered Bond shall be treated by the Issuer, the LLP, any Paying
Agent, the Security Trustee and the Bond Trustee as the holder of such nominal amount of such Covered
Bonds in accordance with and subject to the terms of the relevant Global Covered Bond and the
expression "Covered Bondholder" and related expressions shall be construed accordingly.

Covered Bonds which are represented by a Global Covered Bond will be transferable only in accordance
with the rules and procedures for the time being of DTC, Euroclear and Clearstream, Luxembourg, as
the case may be.

References to DTC, Euroclear and/or Clearstream, Luxembourg shall, whenever the context so permits
(but not in the case of any NGCB), be deemed to include a reference to any additional or alternative
clearing system specified in the applicable Final Terms.

Transfers of Registered Covered Bonds
Transfers of interests in Registered Global Covered Bonds

Transfers of beneficial interests in Rule 144A Global Covered Bonds (as defined below) and Regulation
S Global Covered Bonds (as defined below) (together, the "Registered Global Covered Bonds") will
be effected by DTC, Euroclear or Clearstream, Luxembourg, as the case may be, and, in turn, by other
participants and, if appropriate, indirect participants in such clearing systems acting on behalf of
beneficial transferors and transferees of such interests. A beneficial interest in a Registered Global
Covered Bond will, subject to compliance with all applicable legal and regulatory restrictions, be
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(©)

(d)

(e)

transferable for Covered Bonds in definitive form or for a beneficial interest in another Registered Global
Covered Bond only in the authorised denominations set out in the applicable Final Terms and only in
accordance with the rules and operating procedures for the time being of DTC, Euroclear or Clearstream,
Luxembourg, as the case may be, and in accordance with the terms and conditions specified in the
Agency Agreement. Transfers of a Registered Global Covered Bond registered in the name of a nominee
for DTC shall be limited to transfers of such Registered Global Covered Bond, in whole but not in part,
to another nominee of DTC or to a successor of DTC or such successor's nominee.

Transfers of Registered Covered Bonds in definitive form

Subject as provided in Conditions 3(e) (Transfers of interests in Regulation S Global Covered Bonds),
3(f) (Transfers of interests in Rule 144A Covered Bonds) and 3(g) below, upon the terms and subject to
the conditions set forth in the Agency Agreement, a Registered Covered Bond in definitive form may be
transferred in whole or in part (in the authorised denominations set out in the applicable Final Terms).
In order to effect any such transfer: (i) the holder or holders must: (A) surrender the Registered Covered
Bond for registration of the transfer of the Registered Covered Bond (or the relevant part of the
Registered Covered Bond) at the specified office of the Registrar or any Transfer Agent, with the form
of transfer thereon duly executed by the holder or holders thereof or his or their attorney or attorneys
duly authorised in writing; and (B) complete and deposit such other certifications as may be required by
the Registrar or, as the case may be, the relevant Transfer Agent; and (ii) the Registrar or, as the case
may be, the relevant Transfer Agent must, after due and careful enquiry, be satisfied with the documents
of title and the identity of the person making the request. Any such transfer will be subject to such
reasonable regulations as the Issuer, the Bond Trustee and the Registrar may from time to time prescribe
(the initial such regulations being set out in Schedule 6 to the Agency Agreement). Subject as provided
above, the Registrar or, as the case may be, the relevant Transfer Agent will, within three business days
(being for this purpose a day on which banks are open for business in the city where the specified office
of the Registrar or, as the case may be, the relevant Transfer Agent is located) of the request (or such
longer period as may be required to comply with any applicable fiscal or other laws or regulations),
authenticate and deliver, or procure the authentication and delivery of, at its specified office to the
transferee or (at the risk of the transferee) send by uninsured mail, to such address as the transferee may
request, a new Registered Covered Bond in definitive form of a like aggregate nominal amount to the
Registered Covered Bond (or the relevant part of the Registered Covered Bond) transferred. In the case
of the transfer of part only of a Registered Covered Bond in definitive form, a new Registered Covered
Bond in definitive form in respect of the balance of the Registered Covered Bond not transferred will be
so authenticated and delivered or (at the risk of the transferor) sent by uninsured mail to the address
specified by the transferor.

Registration of transfer upon partial redemption

In the event of a partial redemption of Covered Bonds under Condition 7 (Redemption and Purchase),
the Issuer shall not be required to register the transfer of any Registered Covered Bond, or part of a
Registered Covered Bond, called for partial redemption.

Costs of registration

Covered Bondholders will not be required to bear the costs and expenses of effecting any registration of
transfer as provided above, except for any costs or expenses of delivery other than by regular uninsured
mail and except that the Issuer may require the payment of a sum sufficient to cover any stamp duty, tax
or other governmental charge that may be imposed in relation to the registration.

Transfers of interests in Regulation S Global Covered Bonds

Prior to expiry of the applicable Distribution Compliance Period, transfers by the holder of, or of a
beneficial interest in, a Regulation S Global Covered Bond to a transferee in the United States or who is
a U.S. person will only be made:

(1) upon receipt by the Registrar of a written certification substantially in the form set out in the
Agency Agreement, amended as appropriate (a "Transfer Certificate"), copies of which are
available from the specified office of the Registrar or any Transfer Agent, from the transferor
of the Covered Bond or beneficial interest therein to the effect that such transfer is being made
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(h)

to a person whom the transferor reasonably believes is a QIB in a transaction meeting the
requirements of Rule 144A; or:

(i1) otherwise pursuant to the Securities Act or an exemption therefrom, subject to receipt by the
Issuer of such satisfactory evidence as the Issuer may reasonably require, which may include an
opinion of U.S. counsel, that such transfer is in compliance with the Securities Act and any
applicable securities laws of any State of the United States,

and, in each case, in accordance with the Securities Act and any applicable securities laws of any State
of the United States or any other jurisdiction. Such transferee may only take delivery through a Rule
144A Covered Bond in global or definitive form.

Prior to the end of the applicable Distribution Compliance Period beneficial interests in Regulation S
Covered Bonds registered in the name of a nominee for DTC may only be held through the accounts of
Euroclear and Clearstream, Luxembourg. After expiry of the applicable Distribution Compliance Period:
(1) beneficial interests in Regulation S Global Covered Bonds registered in the name of a nominee for
DTC may be held through DTC directly, by a participant in DTC or indirectly through a participant in
DTC; and (ii) such certification requirements will no longer apply to such transfers.

Transfers of interests in Rule 1444 Covered Bonds
Transfers of Rule 144A Covered Bonds or beneficial interests therein may be made:

(1) to a transferee who takes delivery of such interest through a Regulation S Global Covered Bond,
upon receipt by the Registrar of a duly completed Transfer Certificate from the transferor to the
effect that such transfer is being made in accordance with Regulation S and that, in the case of
a Regulation S Global Covered Bond registered in the name of a nominee for DTC, if such
transfer is being made prior to expiry of the applicable Distribution Compliance Period, the
interests in the Covered Bonds being transferred will be held immediately thereafter through
Euroclear and/or Clearstream, Luxembourg; or

(i1) to a transferee who takes delivery of such interest through a Rule 144A Covered Bond where
the transferee is a person whom the transferor reasonably believes is a QIB in a transaction
meeting the requirements of Rule 144A, without certification; or

(ii1) otherwise pursuant to the Securities Act or an exemption therefrom, subject to receipt by the
Issuer of such satisfactory evidence as the Issuer may reasonably require, which may include an
opinion of U.S. counsel, that such transfer is in compliance with the Securities Act and any
applicable securities laws of any State of the United States,

and, in each case, in accordance with the Securities Act and any applicable securities laws of any State
of the United States or any other jurisdiction.

Upon the transfer, exchange or replacement of Rule 144A Covered Bonds, or upon specific request for
removal of the legend therein, the Registrar shall deliver only Rule 144A Covered Bonds or refuse to
remove the legend therein, as the case may be, unless there is delivered to the Issuer such satisfactory
evidence as may reasonably be required by the Issuer, which may include an opinion of U.S. counsel,
that neither the legend nor the restrictions on transfer set forth therein are required to ensure compliance
with the provisions of the Securities Act.

Exchanges and transfers of Registered Covered Bonds generally

Holders of Registered Definitive Covered Bonds may exchange such Covered Bonds for interests in a
Registered Global Covered Bond of the same type at any time.

Definitions
In these Conditions, the following expressions shall have the following meanings:

"CGCB" means a Temporary Global Covered Bond or a Permanent Global Covered Bond, in either case
in respect of which the applicable Final Terms specify that it is not a new global covered bond;
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(b)

(a)

"Distribution Compliance Period" means the period that ends 40 days after the completion of the
distribution of the relevant Tranche of Covered Bonds, as certified by the relevant Dealer (in the case of
a non-syndicated issue) or the relevant lead manager (in the case of a syndicated issue);

"NGCB" means a Temporary Global Covered Bond or a Permanent Global Covered Bond, in either case
in respect of which the applicable Final Terms specify that it is a new global covered bond;

"QIB" means a "qualified institutional buyer" within the meaning of Rule 144A;
"Regulation S" means Regulation S under the Securities Act;

"Regulation S Global Covered Bond" means a Registered Global Covered Bond representing Covered
Bonds sold outside the United States in reliance on Regulation S;

"Rule 144A" means Rule 144A under the Securities Act;

"Rule 144A Global Covered Bond" means a Registered Global Covered Bond representing Covered
Bonds sold in the United States to QIBs in reliance on Rule 144A; and

"Securities Act" means the United States Securities Act of 1933, as amended.
Status of the Covered Bonds and the Covered Bond Guarantee
Status of the Covered Bonds

The Covered Bonds (and any Coupons relating thereto) will constitute direct, unconditional, unsecured
and unsubordinated obligations of the Issuer and will at all times rank pari passu among themselves and
pari passu with all other present and future unsecured and unsubordinated obligations of the Issuer, (save
for such obligations as may be preferred by provisions of law).

Status of the Covered Bond Guarantee

The payment of Guaranteed Amounts in respect of the Covered Bonds when the same shall become Due
for Payment has been unconditionally and irrevocably guaranteed by the LLP (the "Covered Bond
Guarantee") in the Trust Deed. However, the LLP shall have no obligation under the Covered Bond
Guarantee to pay any Guaranteed Amounts until (i) the occurrence of an Issuer Event of Default, service
by the Bond Trustee on the Issuer of an Issuer Acceleration Notice and service by the Bond Trustee on
the LLP of a Notice to Pay or, (ii) if earlier, following the occurrence of an LLP Event of Default and
service by the Bond Trustee of an LLP Acceleration Notice. The obligations of the LLP under the
Covered Bond Guarantee are direct (following (i) an Issuer Event of Default, service of an Issuer
Acceleration Notice and service of a Notice to Pay or (ii) an LLP Event of Default and service of an LLP
Acceleration Notice), unconditional and unsubordinated obligations of the LLP, which are secured as
provided in the Deed of Charge.

Any payment made by the LLP under the Covered Bond Guarantee shall (unless such obligation shall
have been discharged as a result of the payment of Excess Proceeds to the Bond Trustee pursuant to
Condition 10 (Events of Default and Enforcement) discharge pro tanto the obligations of the Issuer in
respect of such payment under the Covered Bonds and Coupons except where such payment has been
declared void, voidable or otherwise recoverable in whole or in part and recovered from the Bond Trustee
or the Covered Bondholders.

Interest
Interest on Fixed Rate Covered Bonds

Each Fixed Rate Covered Bond bears interest on its Principal Amount Outstanding from (and including)
its date of issue (the "Interest Commencement Date") at the rate(s) per annum equal to the Rate(s) of
Interest payable, subject as provided in these Conditions, in arrear on the Interest Payment Date(s) in
each year up to (and including) the Final Maturity Date

Except as provided in the applicable Final Terms, the amount of interest payable on each Interest
Payment Date in respect of the Fixed Interest Period ending on (but excluding) such date will amount to
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the fixed coupon amount specified in the Final Terms (the "Fixed Coupon Amount"). Payments of
interest on any Interest Payment Date will, if so specified in the applicable Final Terms, amount to the
broken amount specified in the relevant Final Terms (the "Broken Amount") so specified.

As used in these Conditions, "Fixed Interest Period" means the period from (and including) an Interest
Payment Date (or the Interest Commencement Date) to (but excluding) the next (or first) Interest
Payment Date.

Except in the case of Covered Bonds where a Fixed Coupon Amount or Broken Amount is specified in
the applicable Final Terms, interest shall be calculated in respect of any period by applying the Rate of
Interest to:

)] in the case of Fixed Rate Covered Bonds which are represented by a Global Covered Bond, the
aggregate outstanding nominal amount of the Fixed Rate Covered Bonds represented by such
Global Covered Bond; or

(i1) in the case of Fixed Rate Covered Bonds in definitive form, the Specified Denomination;

and in each case, multiplying such sum by the applicable Day Count Fraction, and rounding the resultant
figure to the nearest sub-unit of the relevant Specified Currency, half of any such sub-unit being rounded
upwards or otherwise in accordance with applicable market convention.

"Day Count Fraction" means, in respect of the calculation of an amount of interest in accordance with
this Condition 5(a) (Interest on Fixed Rate Covered Bonds):

6) if "Actual/Actual (ICMA)" is specified in the applicable Final Terms:

(A) in the case of Covered Bonds where the number of days in the relevant period from
(and including) the most recent Interest Payment Date (or, if none, the Interest
Commencement Date) to (but excluding) the relevant payment date (the "Accrual
Period") is equal to or shorter than the Determination Period during which the Accrual
Period ends, the number of days in such Accrual Period divided by the product of (1)
the number of days in such Determination Period and (2) the number of Interest
Determination Dates (as specified in the applicable Final Terms) that would occur in
one calendar year; or

(B) in the case of Covered Bonds where the Accrual Period is longer than the
Determination Period during which the Accrual Period ends, the sum of:

(1) the number of days in such Accrual Period falling in the Determination Period
in which the Accrual Period begins divided by the product of (x) the number
of days in such Determination Period and (y) the number of Interest
Determination Dates that would occur in one calendar year; and

2) the number of days in such Accrual Period falling in the next Determination
Period divided by the product of (x) the number of days in such Determination
Period and (y) the number of Interest Determination Dates that would occur
in one calendar year; and

(i1) if "30/360" is specified in the applicable Final Terms, the number of days in the period from
(and including) the most recent Interest Payment Date (or, if none, the Interest Commencement
Date) to (but excluding) the relevant payment date (such number of days being calculated on
the basis of a year of 360 days with 12 30-day months) divided by 360.

In these Conditions:

"Determination Period" means each period from (and including) an Interest Determination Date to (but
excluding) the next Interest Determination Date (including, where either the Interest Commencement
Date or the final Interest Payment Date is not an Interest Determination Date, the period commencing on
the first Interest Determination Date prior to, and ending on the first Interest Determination Date falling
after, such date).
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(b)

"Original Due for Payment Date" means, in respect of the payment of Guaranteed Amounts, prior to
the occurrence of an LLP Event of Default and following the delivery of a Notice to Pay on the LLP, the
date on which the Scheduled Payment Date in respect of such Guaranteed Amounts is reached, or, if
later, the day which is two Business Days following service of a Notice to Pay on the LLP in respect of
such Guaranteed Amounts or if the applicable Final Terms specified that an Extended Due for Payment
Date is applicable to the relevant Series of Covered Bonds, the Interest Payment Date that would have
applied if the Final Maturity Date of such Series of Covered Bonds had been the Extended Due for
Payment Date.

"Principal Amount Outstanding" means in respect of a Covered Bond on any day the principal amount
of that Covered Bond on the relevant Issue Date thereof less principal amounts received by the relevant
Covered Bondholder in respect thereof on or prior to that day.

"sub-unit" means, with respect to any currency other than euro, the lowest amount of such currency that
is available as legal tender in the country of such currency and, with respect to euro, euro 0.01.

Interest on Floating Rate Covered Bonds
(i) Interest Payment Dates

Each Floating Rate Covered Bond bears interest on its Principal Amount Outstanding from (and
including) the Interest Commencement Date and such interest will be payable in arrear on either:

(A) the Specified Interest Payment Date(s) in each year specified in the applicable Final
Terms; or

(B) if no Specified Interest Payment Date(s) is/are specified in the applicable Final Terms,
each date (each such date, together with each Specified Interest Payment Date, an
"Interest Payment Date") which falls the number of months or other period specified
as the Specified Period in the applicable Final Terms after the preceding Interest
Payment Date or, in the case of the first Interest Payment Date, after the Interest
Commencement Date.

Such interest will be payable in respect of each Interest Period. In these Conditions, the
expression "Interest Period" shall mean the period from (and including) an Interest Payment
Date (or the Interest Commencement Date) to (but excluding) the next (or first) Interest Payment
Date.

If a Business Day Convention is specified in the applicable Final Terms and (x) if there is no
numerically corresponding day in the calendar month in which an Interest Payment Date should
occur or (y) if any Interest Payment Date would otherwise fall on a day which is not a Business
Day, then, if the Business Day Convention specified is:

(A) in any case where Specified Periods are specified in accordance with Condition
5(b)(1)(B) below, the "Floating Rate Convention", such Interest Payment Date: (i) in
the case of (x) above, shall be the last day that is a Business Day in the relevant month
and the provisions of (B) below shall apply mutatis mutandis; or (ii) in the case of (y)
above, shall be postponed to the next day which is a Business Day unless it would
thereby fall into the next calendar month, in which event (A) such Interest Payment
Date shall be brought forward to the immediately preceding Business Day and (B) each
subsequent Interest Payment Date shall be the last Business Day in the month which
falls the Specified Period after the preceding applicable Interest Payment Date
occurred; or

(B) the "Following Business Day Convention", such Interest Payment Date shall be
postponed to the next day which is a Business Day; or

© the "Modified Following Business Day Convention", such Interest Payment Date
shall be postponed to the next day which is a Business Day unless it would thereby fall
into the next calendar month, in which event such Interest Payment Date shall be
brought forward to the immediately preceding Business Day; or
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(ii)

(D)

the "Preceding Business Day Convention", such Interest Payment Date shall be
brought forward to the immediately preceding Business Day.

In these Conditions, "Business Day" means a day which is:

(A)

(B)

a day on which commercial banks and foreign exchange markets settle payments and
are open for general business (including dealing in foreign exchange and foreign
currency deposits) in London and any Additional Business Centre specified in the
applicable Final Terms; and

in the case of any sum payable, either (1) in relation to any sum payable in a Specified
Currency other than euro, a day on which commercial banks and foreign exchange
markets settle payments and are open for general business (including dealing in foreign
exchange and foreign currency deposits) in the principal financial centre of the country
of the relevant Specified Currency and which if the Specified Currency is Australian
dollars or New Zealand dollars shall be Sydney and Auckland, respectively or (2) in
relation to any Covered Bonds denominated or payable in euro, a day on which the
Trans-European Automated Real-Time Gross Settlement Express Transfer
(TARGET?2) System or any successor thereto (the "TARGET2 System") is open.

Rate of Interest

The Rate of Interest payable from time to time in respect of Floating Rate Covered Bonds will
be determined in the manner specified in the applicable Final Terms.

(A)

(B

ISDA Determination for Floating Rate Covered Bonds

Where ISDA Determination is specified in the applicable Final Terms as the manner
in which the Rate of Interest is to be determined, the Rate of Interest for each Interest
Period will be the relevant ISDA Rate plus or minus (as indicated in the applicable
Final Terms) the Margin (if any). For the purposes of this subparagraph (A), "ISDA
Rate" for an Interest Period means a rate equal to the Floating Rate that would be
determined by the Principal Paying Agent or other person specified in the applicable
Final Terms under an interest rate swap transaction if the Principal Paying Agent or
that other person were acting as Calculation Agent for that swap transaction under the
terms of an agreement incorporating the 2006 ISDA Definitions, as published by the
International Swaps and Derivatives Association, Inc. and as amended and updated as
at the Issue Date of the first Tranche of the Covered Bonds (the "ISDA Definitions")
and under which:

) the Floating Rate Option is as specified in the applicable Final Terms; and
2) the Designated Maturity is the period specified in the applicable Final Terms.

For the purposes of this subparagraph (A), "Floating Rate", "Calculation Agent",
"Floating Rate Option" and "Designated Maturity" have the meanings given to
those terms in the ISDA Definitions.

Unless otherwise stated in the Final Terms the Minimum Rate of Interest shall be
deemed to be zero.

Screen Rate Determination for Floating Rate Covered Bonds not referencing
Compounded Daily SONIA

If Relevant Screen Page is available

Where Screen Rate Determination is specified in the applicable Final Terms as the
manner in which the Rate of Interest is to be determined, and unless the Reference Rate
in respect of the relevant Series of Floating Rate Covered Bonds is specified in the
applicable Final Terms as being “Compounded Daily SONIA”, the Rate of Interest for
each Interest Period will, subject as provided below, be either:
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1) the offered quotation (if there is only one quotation on the Relevant Screen
Page); or

2) the arithmetic mean (rounded if necessary to the fifth decimal place, with
0.000005 being rounded upwards) of the offered quotations,

(expressed as a percentage rate per annum) for the Reference Rate (being either LIBOR
or EURIBOR, as specified in the applicable Final Terms) which appears or appear, as
the case may be, on the Relevant Screen Page as at 11.00 a.m. (London time, in the
case of LIBOR, or Brussels time, in the case of EURIBOR) on the Interest
Determination Date in question plus or minus the Margin (if any), all as determined by
the Principal Paying Agent. If five or more of such offered quotations are available on
the Relevant Screen Page, the highest (or, if there is more than one such highest
quotation, one only of such quotations) and the lowest (or, if there is more than one
such lowest quotation, one only of such quotations) shall be disregarded by the
Principal Paying Agent for the purpose of determining the arithmetic mean (rounded
as provided above) of such offered quotations.

If Relevant Screen Page not available, no offered quotation or fewer than three offered
quotations

If the Relevant Screen Page is not available or if, in the case of (1) above, no offered
quotation appears or if, in the case of (2) above, fewer than three offered quotations
appear, in each case as at 11.00 a.m. (London time, in the case of LIBOR, or Brussels
time, in the case of EURIBOR), the Principal Paying Agent shall request each of the
Reference Banks to provide the Principal Paying Agent with its offered quotation
(expressed as a percentage rate per annum) for the Reference Rate at approximately
11.00 a.m. (London time, in the case of LIBOR, or Brussels time, in the case of
EURIBOR) on the Interest Determination Date in question.

If two or more of the Reference Banks provide the Principal Paying Agent with offered
quotations, the Rate of Interest for the relevant Interest Period shall be the arithmetic
mean (rounded if necessary to the eighth decimal place, with 0.000000005 being
rounded upwards) of the offered quotations plus or minus (as appropriate) the Margin
(if any), all as determined by the Principal Paying Agent.

If fewer than two Reference Banks provide offered quotations

If fewer than two of the Reference Banks provide the Principal Paying Agent with
offered quotations, the Principal Paying Agent shall request at least two of the
Reference Banks to provide the Principal Paying Agent with its rates (expressed as a
percentage rate per annum) for deposits in the Specified Currency for a period equal
to that which would have been used for the Reference Rate by leading banks in the
London interbank market (if the Reference Rate is LIBOR) or the Euro-zone inter-
bank market (if the Reference Rate is EURIBOR), at approximately 11.00 a.m.
(London time, in the case of LIBOR, or Brussels time, in the case of EURIBOR) on
the Interest Determination Date in question.

If two or more of the Reference Banks provide the Principal Paying Agent with such
rates, the Rate of Interest for the relevant Interest Period shall be the arithmetic mean
(rounded if necessary to the fifth decimal place, with 0.000005 being rounded
upwards) of such offered rates plus or minus (as appropriate) the Margin (if any).

If fewer than two of the Reference Banks provide the Principal Paying Agent with
offered rates, the Rate of Interest for the relevant Interest Period shall be the offered
rate or the arithmetic mean (rounded if necessary to the fifth decimal place, with
0.000005 being rounded upwards) of the offered rates for deposits in the Specified
Currency for a period equal to that which would have been used for the Reference
Rate, at which, at approximately 11.00 a.m. (London time, in the case of LIBOR, or
Brussels time, in the case of EURIBOR) on the relevant Interest Determination Date,
any one or more bank (which bank(s) are in the opinion of the Issuer suitable for the

105



©

purpose) informs the Principal Paying Agent it is quoting to leading banks in the
London inter-bank market (if the Reference Rate is LIBOR) or the Euro-zone inter-
bank market (if the Reference Rate is EURIBOR) plus or minus (as appropriate) the
Margin (if any).

If Rate of Interest cannot be determined in accordance with the above

If the Rate of Interest cannot be determined in accordance with the foregoing
provisions of this Condition 5(b)(ii)(B), the Rate of Interest shall be determined as at
the last preceding Interest Determination Date (though substituting, where a different
Margin is to be applied to the relevant Interest Period from that which applied to the
last preceding Interest Period, the Margin relating to the relevant Interest Period in
place of the Margin relating to that last preceding Interest Period).

Minimum Rate of Interest

Unless otherwise stated in the Final Terms the Minimum Rate of Interest shall be
deemed to be zero.

Screen Rate Determination for Floating Rate Covered Bonds referencing
Compounded Daily SONIA

Where Screen Rate Determination is specified in the relevant Final Terms as the
manner in which the Rate of Interest is to be determined and the Reference Rate in
respect of the relevant Series of Floating Rate Covered Bonds is specified in the
relevant Final Terms as being “Compounded Daily SONIA”, the Rate of Interest for
an Interest Accrual Period will, subject as provided below, be Compounded Daily
SONIA with respect to such Interest Accrual Period plus or minus (as indicated in the
relevant Final Terms) the applicable Margin.

"Compounded Daily SONIA" means, with respect to an Interest Accrual Period, the
rate of return of a daily compound interest investment during the Observation Period
corresponding to such Interest Accrual Period (with the daily Sterling overnight
reference rate as reference rate for the calculation of interest) as calculated by the
Principal Paying Agent (or other party responsible for calculating the Rate of Interest
as set out in the relevant Final Terms) as at the relevant Interest Determination Date in
accordance with the following formula (and the resulting percentage will be rounded
if necessary to the nearest fifth decimal place, with 0.000005 being rounded upwards):

do

SONIALpisp X 1 365
[H(H 365 ) L=
i=

where:

"d" is (i) where "Lag" or "Lock-Out" is specified in the relevant Final Terms
as the Observation Method, the number of calendar days in the relevant
Interest Accrual Period and (ii) where “Shift” is specified in the relevant Final
Terms as the Observation Method, the number of calendar days in the relevant
Observation Period;

"do" is (i) where "Lag" or "Lock-Out" is specified in the relevant Final Terms
as the Observation Method, the number of London Banking Days in the
relevant Interest Accrual Period and (ii) where “Shift” is specified in the
relevant Final Terms as the Observation Method, for any Observation Period,
the number of London Banking Days in the relevant Observation Period;

i" is a series of whole numbers from one to d,, each representing the relevant
London Banking Day in chronological order from, and including, the first
London Banking Day (i) where "Lag" or "Lock-Out" is specified in the
relevant Final Terms as the Observation Method, Interest Accrual Period, and
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(ii) where “Shift” is specified in the relevant Final Terms as the Observation
Method, the Observation Period;

"London Banking Day" or "LBD" means any day on which commercial
banks are open for general business (including dealing in foreign exchange
and foreign currency deposits) in London;

"Observation Period" means the period from (and including) the date falling
“p” London Banking Days prior to the first day of the relevant Interest
Accrual Period to (but excluding) the date falling "p" London Banking Days

prior to the Interest Payment Date for such Interest Accrual Period;

"ni" for any London Banking Day, means the number of calendar days from
(and including) such London Banking Day "i" up to (but excluding) the
following London Banking Day;

'p" means, the number of London Banking Days as they may be specified in
the applicable Final Terms (or, if no such number is so specified, five London
Banking Days);

"SONIAi Lep" means where "Lag" is specified in the relevant Final Terms as
the Observation Method, in respect of any London Banking Day falling in the
relevant Interest Accrual Period the SONIA reference rate for the London
Banking Day falling "p" London Banking Days prior to the relevant London

Banking Day "i"; and where "Shift" or "Lock-Out" is specified in the relevant
Final Terms as the Observation Method, SONIA;; and

the "SONIA reference rate", in respect of any London Banking Day
("LBDx"), is a reference rate equal to the daily Sterling Overnight Index
Average ("SONIA") rate for such LBDy as provided by the administrator of
SONIA to authorised distributors and as then published on the Relevant
Screen Page (or, if the Relevant Screen Page is unavailable, as otherwise
published by such authorised distributors) on the London Banking Day
immediately following LBD,.

Fallback provisions

If, in respect of any London Banking Day in the relevant Observation Period, the
applicable SONIA reference rate is not made available on the Relevant Screen Page or
has not otherwise been published by the relevant authorised distributors, then (unless
the Principal Paying Agent (or other party responsible for calculating the Rate of
Interest as set out in the relevant Final Terms) has been notified of any Alternative
Base Rate (and any related Base Rate Modifications) pursuant to Condition 15(b)(iii),
if applicable) the SONIA reference rate in respect of such London Banking Day shall
be: (i) the Bank of England’s Bank Rate (the "Bank Rate") prevailing at 5.00 p.m. (or,
if earlier, close of business) on such London Banking Day; plus (ii) the mean of the
spread of the SONIA reference rate to the Bank Rate over the previous five London
Banking Days on which a SONIA reference rate has been published, excluding the
highest spread (or, if there is more than one highest spread, one only of those highest
spreads) and lowest spread (or, if there is more than one lowest spread, one only of
those lowest spreads).

Notwithstanding the paragraph above, in the event the Bank of England publishes
guidance as to (i) how the SONIA reference rate is to be determined or (ii) any rate
that is to replace the SONIA reference rate, the Principal Paying Agent (or such other
party responsible for the calculating the Rate of Interest as set out in the relevant Final
Terms) shall, subject to receiving written instructions from the Issuer and to the extent
that it is reasonably practicable, follow such guidance in order to determine SONIA;
for the purpose of the relevant Series of Covered Bonds for so long as the SONIA
reference rate is not available or has not been published by the authorised distributors.
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(iii)

(iv)

In the event that the Rate of Interest cannot be determined in accordance with the
foregoing provisions, the Rate of Interest shall be:

) that determined as at the last preceding Interest Determination Date (though
substituting, where a different Margin, Maximum Rate of Interest and/or
Minimum Rate of Interest is to be applied to the relevant Interest Accrual
Period from that which applied to the last preceding Interest Accrual Period,
the Margin, Maximum Rate of Interest and/or Minimum Rate of Interest (as
the case may be) relating to the relevant Interest Accrual Period, in place of
the Margin, Maximum Rate of Interest and/or Minimum Rate of Interest (as
applicable) relating to that last preceding Interest Accrual Period); or

2) if there is no such preceding Interest Determination Date, the initial Rate of
Interest which would have been applicable to such Series of Covered Bonds
for the first scheduled Interest Accrual Period had the Covered Bonds been in
issue for a period equal in duration to the first scheduled Interest Accrual
Period but ending on (and excluding) the Interest Commencement Date
(applying the Margin and, if applicable, any Maximum Rate of Interest and/or
Minimum Rate of Interest, applicable to the first scheduled Interest Accrual
Period).

As used herein, an "Interest Accrual Period" means (i) each Interest Period and (ii)
any other period (if any) in respect of which interest is to be calculated, being the period
from (and including) the first day of such period to (but excluding) the day on which
the relevant payment of interest falls due (which, if the relevant Series of Covered
Bonds becomes due and payable following an Issuer Event of Default or an LLP Event
of Default, shall be the date on which such Covered Bonds become due and payable).

If the relevant Series of Covered Bonds becomes due and payable following an Issuer
Event of Default and a subsequent LLP Event of Default, the final Rate of Interest shall
be calculated for the Interest Accrual Period to (but excluding) the date on which the
Covered Bonds become so due and payable, and such Rate of Interest shall continue
to apply to the Covered Bonds for so long as interest continues to accrue thereon as
provided in Condition 5(d) and the Trust Deed.

Minimum Rate of Interest and/or Maximum Rate of Interest

If the applicable Final Terms specifies a Minimum Rate of Interest for any Interest Period, then,
in the event that the Rate of Interest in respect of such Interest Period determined in accordance
with the provisions of paragraph (ii) above is less than such Minimum Rate of Interest, the Rate
of Interest for such Interest Period shall be such Minimum Rate of Interest.

If the applicable Final Terms specifies a Maximum Rate of Interest for any Interest Period, then,
in the event that the Rate of Interest in respect of such Interest Period determined in accordance
with the provisions of paragraph (ii) above is greater than such Maximum Rate of Interest, the
Rate of Interest for such Interest Period shall be such Maximum Rate of Interest.

Determination of Rate of Interest and calculation of Interest Amounts

The Principal Paying Agent, in the case of Floating Rate Covered Bonds will at or as soon as
practicable after each time at which the Rate of Interest is to be determined, determine the Rate
of Interest for the relevant Interest Period.

The Principal Paying Agent (or other party responsible for calculating the Rate of Interest as set
out in the relevant Final Terms) will calculate the amount of interest payable on the Floating
Rate Covered Bonds in respect of each Specified Denomination (each an "Interest Amount")
for the relevant Interest Period or Interest Accrual Period, as applicable. Each Interest Amount
shall be calculated by applying the Rate of Interest to the Principal Amount Outstanding,
multiplying such sum by the applicable Day Count Fraction, and rounding the resultant figure
to the nearest sub-unit of the relevant Specified Currency, half of any such sub-unit being
rounded upwards or otherwise in accordance with applicable market convention.
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"Day Count Fraction" means, in respect of the calculation of an amount of interest for any
Interest Period:

(A)

(B

©

(D)

(E)

()

if "Actual/Actual" or "Actual/Actual (ISDA)" is specified in the applicable Final
Terms, the actual number of days in the Interest Period divided by 365 (or, if any
portion of that Interest Period falls in a leap year, the sum of (i) the actual number of
days in that portion of the Interest Period falling in a leap year divided by 366 and (ii)
the actual number of days in that portion of the Interest Period falling in a non-leap
year divided by 365);

if "Actual/365 (Fixed)" is specified in the applicable Final Terms, the actual number
of days in the Interest Period divided by 365;

if "Actual/365 (Sterling)" is specified in the applicable Final Terms, the actual number
of days in the Interest Period divided by 365 or, in the case of an Interest Payment Date
falling in a leap year, 366;

if "Actual/360" is specified in the applicable Final Terms, the actual number of days
in the Interest Period divided by 360;

if "30/360", "360/360" or "Bond Basis" is specified in the applicable Final Terms, the
number of days in the Interest Period divided by 360, calculated on a formula basis as
follows:

[360x(Y2-Y 1)]+[30x(M2-M1)]+(D2-D1)
360

Day Count Fraction=

where:

"Y1" is the year, expressed as a number, in which the first day of the Interest Period
falls;

"Y2" is the year, expressed as a number, in which the day immediately following the
last day of the Interest Period falls;

"M1" is the calendar month, expressed as a number, in which the first day of the
Interest Period falls;

"M2" is the calendar month, expressed as a number, in which the day immediately
following the last day of the Interest Period falls;

"DI1" is the first calendar day, expressed as a number, of the Interest Period, unless
such number is 31, in which case D1 will be 30; and

"D2" is the calendar day, expressed as a number, immediately following the last day
included in the Interest Period, unless such number would be 31 and D1 is greater than
29, in which case D2 will be 30;

if "30E/360" or "Eurobond Basis" is specified in the applicable Final Terms, the
number of days in the Interest Period divided by 360, calculated on a formula basis as
follows:

[360x(Y2-Y 1)]+[30x(M2-M1)]+(D2-D1)
360

Day Count Fraction=

where:

"Y1" is the year, expressed as a number, in which the first day of the Interest Period
falls;

"Y?2" is the year, expressed as a number, in which the day immediately following the
last day of the Interest Period falls;
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"M1" is the calendar month, expressed as a number, in which the first day of the
Interest Period falls;

"M2" is the calendar month, expressed as a number, in which the day immediately
following the last day of the Interest Period falls;

"DI1" is the first calendar day, expressed as a number, of the Interest Period, unless
such number would be 31, in which case D1 will be 30;

"D2" is the last calendar day, expressed as a number, immediately following the last
day included in the Interest Period, unless such number would be 31 and D1 is greater
than 29, in which case D2 will be 30;

(G) if "30E/360 (ISDA)" is specified in the applicable Final Terms, the number of days in
the Interest Period divided by 360, calculated on a formula basis as follows:
[360x(Y2-Y)]+[30x(M2-M1)]+(D2-D1)
360

Day Count Fraction=

where:

"Y1" is the year, expressed as a number, in which the first day of the Interest Period
falls;

"Y2" is the year, expressed as a number, in which the day immediately following the
last day of the Interest Period falls;

"M1" is the calendar month, expressed as a number, in which the first day of the
Interest Period falls;

"M2" is the calendar month, expressed as a number, in which the day immediately
following the last day of the Interest Period falls;

"D1" is the first calendar day, expressed as a number, of the Interest Period, unless (i)
that day is the last day of February or (ii) such number would be 31, in which case D1
will be 30;

"D2" is the calendar day, expressed as a number, immediately following the last day
of the Interest Period, unless (i) that day is the last day of February but not the Final
Maturity Date (or, as the case may be, the Extended Due for Payment Date) or (ii) such
number would be 31, in which case D2 will be 30.

Notification of Rate of Interest and Interest Amounts

Except where the Reference Rate in respect of the relevant Series of Covered Bonds is specified
in the relevant Final Terms as being "Compounded Daily SONIA", the Principal Paying Agent
(or other party responsible for calculating the Rate of Interest as set out in the relevant Final
Terms) will cause the Rate of Interest and each Interest Amount for each Interest Period and the
relevant Interest Payment Date to be notified to the Bond Trustee and to any stock exchange or
other relevant competent authority or quotation system on which the relevant Floating Rate
Covered Bonds are for the time being listed, quoted and/or traded or by which they have been
admitted to listing and to be published in accordance with Condition 14 (Notices) as soon as
possible after their determination but in no event later than the 40 Business Day (as defined in
Condition 5(b)(i)) thereafter by the Principal Paying Agent (or such other party as
aforementioned). Each Interest Amount and Interest Payment Date so notified may
subsequently be amended (or appropriate alternative arrangements made by way of adjustment)
without notice in the event of an extension or shortening of the Interest Period. Any such
amendment or alternative arrangements will be promptly notified to the Bond Trustee and each
stock exchange or other relevant authority on which the relevant Floating Rate Covered Bonds
are for the time being listed or by which they have been admitted to listing and to the Covered
Bondholders in accordance with Condition 14 (Noftices).
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(d)

(a)

(vi)

Where the Reference Rate in respect of the relevant Series of Floating Rate Covered Bonds is
specified in the relevant Final Terms as being "Compounded Daily SONIA", the Principal
Paying Agent (or other party responsible for calculating the Rate of Interest as set out in the
relevant Final Terms) will cause the Rate of Interest and each Interest Amount for each Interest
Accrual Period and the relevant Interest Payment Date to be notified to the Bond Trustee and to
any stock exchange or other relevant competent authority or quotation system on which the
relevant Floating Rate Covered Bonds are for the time being listed, quoted and/or traded or by
which they have been admitted to listing and to be published in accordance with Condition 14
(Notices) as soon as possible after their determination but in no event later than the second
London Banking Day thereafter. Each Rate of Interest, Interest Amount and Interest Payment
Date so notified may subsequently be amended (or appropriate alternative arrangements made
by way of adjustment) without notice in the event of an extension or shortening of the relevant
Interest Accrual Period. Any such amendment or alternative arrangements will promptly be
notified to the Bond Trustee and each stock exchange or other relevant authority on which the
relevant Floating Rate Covered Bonds are for the time being listed or by which they have been
admitted to listing and to the Covered Bondholders in accordance with Condition 14 (Notices).

Certificates to be final

All certificates, communications, opinions, determinations, calculations, quotations and
decisions given, expressed, made or obtained for the purposes of the provisions of this Condition
5(b), whether by the Principal Paying Agent or the Bond Trustee shall (in the absence of wilful
default, negligence or fraud) be binding on the Issuer, the LLP, the Principal Paying Agent, the
other Paying Agents, the Bond Trustee and all the Covered Bondholders and Couponholders
and (in the absence of wilful default or bad faith) no liability to the Issuer, the LLP, the Covered
Bondholders or the Couponholders shall attach to the Principal Paying Agent or the Bond
Trustee in connection with the exercise or non-exercise by it of its powers, duties and discretions
pursuant to such provisions.

Fixed/Floating Rate Covered Bonds

(i)

(i)

Application: This Condition 5 (Interest) is applicable to the Covered Bonds only if the Fixed
Rate Covered Bond Provisions and the Floating Rate Covered Bond Provisions are specified in
the relevant Final Terms as being applicable.

Fixed/Floating Rate: The Issuer may issue Covered Bonds (i) that the Issuer may elect to
convert on the date set out in the relevant Final Terms from a Fixed Rate Covered Bond to a
Floating Rate Covered Bond, or from a Floating Rate Covered Bond to a Fixed Rate Covered
Bond or (ii) that will automatically change from a Fixed Rate Covered Bond to a Floating Rate
Covered Bond, or from a Floating Rate Covered Bond to a Fixed Rate Covered Bond on the
date set out in the relevant Final Terms.

Accrual of interest

Interest (if any) will cease to accrue on each Covered Bond (or in the case of the redemption of part only
of a Covered Bond, that part only of such Covered Bond) on the due date for redemption thereof unless,
upon due presentation thereof, payment of principal is improperly withheld or refused in which event,
interest will continue to accrue as provided in the Trust Deed.

Payments

Method of payment

Subject as provided below:

(i)

payments in a Specified Currency other than euro will be made by credit or electronic transfer
to an account in the relevant Specified Currency (which, in the case of a payment in Japanese
Yen to a non-resident of Japan, shall be a non-resident account) maintained by the payee with,
or, at the option of the payee, by a cheque in such Specified Currency drawn on, a bank in the
principal financial centre of the country of such Specified Currency (which, if the Specified
Currency is Australian dollars or New Zealand dollars, shall be Sydney and Auckland,
respectively); and
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(b)

(i1) payments in euro will be made by credit or electronic transfer to a euro account (or any other
account to which euro may be credited or transferred) specified by the payee or, at the option
of the payee, by a euro cheque.

In the case of Bearer Covered Bonds, payments in U.S. dollars will be made by transfer to a U.S. Dollar
account maintained by the payee with a bank outside of the United States (which expression, as used in
this Condition 6 (Payments), means the United States of America, including the States and the District
of Columbia, its territories, its possessions and other areas subject to its jurisdiction), or by cheque drawn
on a United States bank. In no event will payment in respect of Bearer Covered Bonds be made by a
cheque mailed to an address in the United States. All payments of interest in respect of Bearer Covered
Bonds will be made to accounts located outside the United States except as may be permitted by United
States tax law in effect at the time of such payment without detriment to the Issuer.

Payments will be subject in all cases to (i) any fiscal or other laws and regulations applicable thereto in
any jurisdiction but without prejudice to the provisions of Condition 8 (Zaxation), and (ii) any
withholding or deduction required pursuant to an agreement described in Section 1471(b) of the U.S.
Internal Revenue Code of 1986 (the "Code") or otherwise imposed pursuant to Sections 1471 through
1474 of the Code, any regulations thereunder, any official interpretations thereof, or any law
implementing an intergovernmental approach thereto. References to Specified Currency will include
any successor currency under applicable law. Any such amounts withheld or deducted will be treated as
paid for all purposes under the Covered Bonds, and no additional amounts will be paid on the Covered
Bonds with respect to any such withholding or deduction.

Presentation of Bearer Definitive Covered Bonds and Coupons

Payments of principal and interest (if any) will (subject as provided below) be made against presentation
and surrender of Bearer Definitive Covered Bonds or Coupons, as the case may be, at any specified office
of any Paying Agent outside the United States (which expression, as used herein, means the United States
of America (including the States and the District of Columbia and its possessions)).

Fixed Rate Covered Bonds in definitive bearer form (other than any Long Maturity Covered Bonds)
should be presented for payment together with all unmatured Coupons appertaining thereto (which
expression shall include Coupons falling to be issued on exchange of matured Talons), failing which an
amount equal to the face value of any missing unmatured Coupon (or, in the case of payment not being
made in full, the same proportion of the amount of such missing unmatured Coupon as the sum so paid
bears to the total amount due) will be deducted from the amount due for payment. Each amount of
principal so deducted will be paid in the manner mentioned above against surrender of the relative
missing Coupon at any time before the expiry of 12 years after the Relevant Date (as defined in Condition
8 (Taxation)) in respect of such principal (whether or not such Coupon would otherwise have become
void under Condition 9 (Prescription)) or, if later, six years from the date on which such Coupon would
otherwise have become due.

Upon amounts in respect of any Fixed Rate Covered Bond in definitive bearer form becoming due and
repayable by the Issuer (in the absence of a Notice to Pay) or LLP under the Covered Bond Guarantee
prior to its Final Maturity Date (or, as the case may be, Extended Due for Payment Date), all unmatured
Talons (if any) appertaining thereto will become void and no further Coupons will be issued in respect
thereof.

Upon the due date for redemption of any Floating Rate Covered Bond or Long Maturity Covered Bond
in definitive bearer form, all unmatured Coupons (if any) relating thereto (whether or not attached) shall
become void and no payment or, as the case may be, exchange for further Coupons shall be made in
respect thereof. A "Long Maturity Covered Bond" is a Fixed Rate Covered Bond (other than a Fixed
Rate Covered Bond which on issue had a Talon attached) whose nominal amount on issue is less than
the aggregate interest payable thereon provided that such Covered Bond shall cease to be a Long Maturity
Covered Bond on the Interest Payment Date on which the aggregate amount of interest remaining to be
paid after that date is less than the Principal Amount Outstanding of such Covered Bond. If the date for
redemption of any Bearer Definitive Covered Bond is not an Interest Payment Date, interest (if any)
accrued in respect of such Covered Bond from (and including) the preceding Interest Payment Date or,
as the case may be, the Interest Commencement Date shall be payable only against surrender of the
relevant Bearer Definitive Covered Bond.
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(d)

Payments in respect of Bearer Global Covered Bonds

Payments of principal and interest (if any) in respect of Covered Bonds represented by any Bearer Global
Covered Bond will (subject as provided below) be made in the manner specified above in relation to
Bearer Definitive Covered Bonds and otherwise in the manner specified in the relevant Global Covered
Bond (against presentation or surrender, as the case may be, of such Global Covered Bond if the Bearer
Global Covered Bond is not intended to be issued in NGCB form at the specified office of any Paying
Agent outside the United States). On the occasion of each payment, (i) in the case of any Bearer Global
Covered Bond which is not issued in NGCB form, a record of such payment made on such Bearer Global
Covered Bond, distinguishing between any payment of principal and any payment of interest, will be
made on such Bearer Global Covered Bond by the Paying Agent and such record shall be prima facie
evidence that the payment in question has been made and (ii) in the case of any Global Covered Bond
which is issued in NGCB form, the Paying Agent shall instruct Euroclear and Clearstream, Luxembourg
to make appropriate entries in their records to reflect such payment.

Payments in respect of Registered Covered Bonds

Payments of principal in respect of each Registered Covered Bond (whether or not in global form) will
be made against presentation and surrender (or, in the case of part payment of any sum due, endorsement)
of the Registered Covered Bond at the specified office of the Registrar or any of the Paying Agents.
Such payments will be made by electronic transfer to the Designated Account (as defined below) of the
holder (or the first named of joint holders) of the Registered Covered Bond appearing in the register of
holders of the Registered Covered Bonds maintained by the Registrar (the "Register") at the close of
business on the third Business Day (being for this purpose a day on which banks are open for business
in the city where the specified office of the Registrar is located) before the relevant due date.
Notwithstanding the previous sentence, if (i) a holder does not have a "Designated Account" or (ii) the
principal amount of the Covered Bonds held by a holder is less than U.S.$200,000 (or its approximate
equivalent in any other Specified Currency), payment will instead be made by a cheque in the Specified
Currency drawn on a Designated Bank (as defined below). For these purposes, "Designated Account”
means the account (which, in the case of a payment in Japanese Yen to a non-resident of Japan, shall be
a non-resident account) maintained by a holder with a "Designated Bank" and identified as such in the
Register and Designated Bank means (in the case of payment in a Specified Currency other than euro) a
bank in the principal financial centre of the country of such Specified Currency (which, if the Specified
Currency is Australian dollars or New Zealand dollars, shall be Sydney and Auckland, respectively) and
(in the case of a payment in euro) any bank which processes payments in euro.

Payments of interest in respect of each Registered Covered Bond (whether or not in global form) will be
made by a cheque in the Specified Currency drawn on a Designated Bank and mailed by uninsured mail
on the Business Day in the city where the specified office of the Registrar is located on the relevant due
date to the holder (or the first named of joint holders) of the Registered Covered Bond appearing in the
Register at the close of business on the Business Day before the relevant due date (the "Record Date")
at the holder's address shown in the Register on the Record Date and at the holder's risk. Upon application
of the holder to the specified office of the Registrar not less than three Business Days in the city where
the specified office of the Registrar is located before the due date for any payment of interest in respect
of a Registered Covered Bond, the payment may be made by electronic transfer on the due date in the
manner provided in the preceding paragraph. Any such application for electronic transfer shall be
deemed to relate to all future payments of interest (other than interest due on redemption) in respect of
the Registered Covered Bonds which become payable to the holder who has made the initial application
until such time as the Registrar is notified in writing to the contrary by such holder. Payment of the
interest due in respect of each Registered Covered Bond on redemption will be made in the same manner
as payment of the principal in respect of such Registered Covered Bond.

Holders of Registered Covered Bonds will not be entitled to any interest or other payment for any delay
in receiving any amount due in respect of any Registered Covered Bond as a result of a cheque posted in
accordance with this Condition arriving after the due date for payment or being lost in the post. No
commissions or expenses shall be charged to such holders by the Registrar in respect of any payments of
principal or interest in respect of the Registered Covered Bonds.

All amounts payable to DTC or its nominee as registered holder of a Registered Global Covered Bond
in respect of Covered Bonds denominated in a Specified Currency other than U.S. dollars shall be paid
by electronic transfer by the Registrar to an account in the relevant Specified Currency on behalf of DTC
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Q)

or its nominee for conversion into and payment in U.S. dollars in accordance with the provisions of the
Agency Agreement.

None of the Issuer, the LLP, the Bond Trustee or the Agents will have any responsibility or liability for
any aspect of the records relating to, or payments made on account of, beneficial ownership interests in
the Registered Global Covered Bonds or for maintaining, supervising or reviewing any records relating
to such beneficial ownership interests.

General provisions applicable to payments

The holder of a Global Covered Bond (or, as provided in the Trust Deed, the Bond Trustee) shall be the
only person entitled to receive payments in respect of Covered Bonds represented by such Global
Covered Bond and the Issuer or, as the case may be, the LLP will be discharged by payment to, or to the
order of, the holder of such Global Covered Bond (or the Bond Trustee, as the case may be) in respect
of each amount so paid. Each of the persons shown in the records of DTC, Euroclear or Clearstream,
Luxembourg as the beneficial holder of a particular nominal amount of Covered Bonds represented by
such Global Covered Bond must look solely to DTC, Euroclear or Clearstream, Luxembourg, as the case
may be, for his share of each payment so made by the Issuer or the LLP to, or to the order of, the holder
of such Global Covered Bond (or the Bond Trustee, as the case may be). No person other than the holder
of the relevant Global Covered Bond (or, as provided in the Trust Deed, the Bond Trustee) shall have
any claim against the Issuer or the LLP in respect of any payments due on that Global Covered Bond.

Notwithstanding the foregoing provisions of this Condition, payments of principal and/or interest in U.S.
dollars in respect of the Bearer Covered Bonds will only be made at the specified office of a Paying
Agent in the United States if:

(1) the Issuer has appointed Paying Agents with specified offices outside the United States with the
reasonable expectation that such Paying Agents would be able to make payment in U.S. dollars
at such specified offices outside the United States of the full amount of interest on the Bearer
Covered Bonds in the manner provided above when due;

(i1) payment of the full amount of such principal and interest at such specified offices outside the
United States is illegal or effectively precluded by exchange controls or other similar restrictions
on the full payment or receipt of principal and interest in U.S. dollars; and

(iii) such payment is then permitted under United States law without involving, in the opinion of the
Issuer and the LLP, adverse tax consequences to the Issuer or the LLP.

Payment Day

If the date for payment of any amount in respect of any Covered Bond or Coupon is not a Payment Day
(as defined below), the holder thereof shall not be entitled to payment of the relevant amount due until
the next following Payment Day and shall not be entitled to any interest or other sum in respect of any
such delay. In this Condition (unless otherwise specified in the applicable Final Terms), "Payment Day"
means any day which (subject to Condition 9 (Prescription)) is:

(1) a day on which commercial banks and foreign exchange markets settle payments and are open
for general business (including dealing in foreign exchange and foreign currency deposits) in:

(A) the relevant place of presentation;
(B) London; and
© any Additional Financial Centre specified in the applicable Final Terms; and

(i1) either (1) in relation to any sum payable in a Specified Currency other than euro, a day on which
commercial banks and foreign exchange markets settle payments and are open for general
business (including dealing in foreign exchange and foreign currency deposits) in the principal
financial centre of the country of the relevant Specified Currency (if other than the place of
presentation, London and any Additional Financial Centre and which if the Specified Currency
is Australian dollars or New Zealand dollars shall be Sydney and Auckland, respectively) or (2)
in relation to any sum payable in euro, a day on which the TARGET2 System is open; and
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(h)

(a)

(ii1) in the case of any payment in respect of a Registered Global Covered Bond denominated in a
Specified Currency other than U.S. dollars and registered in the name of DTC or its nominee
and in respect of which an accountholder of DTC (with an interest in such Registered Global
Covered Bond) has elected to receive any part of such payment in U.S. dollars, a day on which
commercial banks are not authorised or required by law or regulation to be closed in New York
City.

Interpretation of principal and interest

Any reference in these Conditions to principal in respect of the Covered Bonds shall be deemed to
include, as applicable:

1) any additional amounts which may be payable with respect to principal under Condition 8 or
under any undertakings or covenants given in addition thereto, or in substitution therefor,
pursuant to the Trust Deed;

(i1) the Final Redemption Amount of the Covered Bonds;
(ii1) the Early Redemption Amount of the Covered Bonds;

(iv) the Optional Redemption Amount(s) (if any) of the Covered Bonds;

v) in relation to Zero Coupon Covered Bonds, the Amortised Face Amount (as defined in
Condition 7(e)(iii));
(vi) any premium and any other amounts (other than interest) which may be payable under or in

respect of the Covered Bonds; and

(vii) any Excess Proceeds which may be payable by the Bond Trustee under or in respect of the
Covered Bonds.

Any reference in these Conditions to interest in respect of the Covered Bonds shall be deemed to include,
as applicable, any additional amounts which may be payable with respect to interest under Condition 8
or under any undertakings given in addition thereto, or in substitution therefor, pursuant to the Trust
Deed.

Definitions
In these Conditions, the following expressions have the following meanings:
"Calculation Amount" has the meaning given in the applicable Final Terms.

"Established Rate" means the rate for the conversion of the relevant Specified Currency (including
compliance with rules relating to roundings in accordance with applicable European Community
regulations) into euro established by the Council of the European Union pursuant to Article 123 of the
Treaty.

"euro" means the currency introduced at the start of the third stage of European economic and monetary
union pursuant to the Treaty.

"Rate of Interest" means the rate of interest payable from time to time in respect of Fixed Rate Covered
Bonds and Floating Rate Covered Bonds, as determined in, or as determined in the manner specified in,
the applicable Final Terms.

"Treaty" means the Treaty establishing the European Community, as amended.
Redemption and Purchase
Final redemption

Unless previously redeemed or purchased and cancelled as specified below, each Covered Bond will be
redeemed by the Issuer at its Final Redemption Amount in the relevant Specified Currency on the Final
Maturity Date specified in the applicable Final Terms.
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Without prejudice to Condition 10, if:

(1) an Extended Due for Payment Date is specified as applicable in the Final Terms for a Series of
Covered Bonds; and

(i1) the Issuer has failed to pay the Final Redemption Amount on the Final Maturity Date specified
in the Final Terms (or after expiry of the grace period set out in Condition 10(a)(ii)(2)(A)); and

(i) following the service of a Notice to Pay on the LLP by no later than the date falling one Business
Day prior to the Extension Determination Date, the LLP has insufficient monies available to
apply under the Guarantee Priority of Payments to pay the Guaranteed Amounts corresponding
to the Final Redemption Amount in full in respect of the relevant Series of Covered Bonds on
the Extension Determination Date,

then (subject as provided below) payment of the unpaid amount by the LLP under the Covered Bond
Guarantee shall be deferred until the Extended Due for Payment Date, provided that any amount
representing the Final Redemption Amount due and remaining unpaid on Extension Determination Date
may be paid by the LLP on any Interest Payment Date thereafter up to (and including) the relevant
Extended Due for Payment Date.

The Issuer shall give the Principal Paying Agent not less than four Business Days' notice prior to the
Final Maturity Date whether (a) payment will be made of the Final Redemption Amount of the applicable
Series of Covered Bonds in full on its (i) Final Maturity Date or (ii) Extension Determination Date or (b)
the obligation to pay the Final Redemption Amount of the applicable Series of Covered Bonds on its
Final Maturity Date shall be deferred until the Extended Due for Payment Date. Any failure by the Issuer
to notify the Principal Paying Agent shall not affect the validity or effectiveness of the extension.

Provided that the relevant notice has been received from the Issuer (in accordance with the paragraph
above), the Principal Paying Agent shall notify the Clearing Systems not less than three Business Days'
notice prior to the Final Maturity Date whether (a) payment will be made of the Final Redemption
Amount of the applicable Series of Covered Bonds in full on its (i) Final Maturity Date or (ii) Extension
Determination Date or (b) the obligation to pay the Final Redemption Amount of the applicable Series
of Covered Bonds on its Final Maturity Date shall be deferred until the Extended Due for Payment Date.
Any failure by the Principal Paying Agent to notify the Clearing Systems shall not affect the validity or
effectiveness of the extension.

The LLP shall notify the relevant Covered Bondholders (in accordance with Condition 14), each Rating
Agency, the Bond Trustee, the Security Trustee, the Principal Paying Agent and the Registrar (in the
case of Registered Covered Bonds) as soon as reasonably practicable and in any event at least one
Business Day prior to the Extension Determination Date of any inability of the LLP to pay in full the
Guaranteed Amounts corresponding to the Final Redemption Amount in respect of a Series of Covered
Bonds pursuant to the Covered Bond Guarantee. Any failure by the LLP to notify such parties shall not
affect the validity or effectiveness of the extension nor give rise to any rights in any such party. In the
circumstances outlined above, the LLP shall on the earlier of (a) the date falling two Business Days after
the service of a Notice to Pay or if later the Final Maturity Date (or, in each case, after the expiry of the
grace period set out in Condition 10(b)(ii)(B)(1)) and (b) the Extension Determination Date, under the
Covered Bond Guarantee, apply the monies (if any) available (after paying or providing for payment of
higher ranking or pari passu amounts in accordance with the Guarantee Priority of Payments) pro rata
in part payment of an amount equal to the Final Redemption Amount of each Covered Bond of the
relevant Series of Covered Bonds and shall pay Guaranteed Amounts constituting the Scheduled Interest
in respect of each such Covered Bond on such date. The obligation of the LLP to pay any amounts in
respect of the balance of the Final Redemption Amount not so paid shall be deferred as described above.
Such failure to pay by the LLP shall not constitute an LLP Event of Default.

Any discharge of the obligations of the Issuer as the result of the payment of Excess Proceeds to the
Bond Trustee shall be disregarded for the purposes of determining the amounts to be paid by the LLP
under the Covered Bond Guarantee in connection with this Condition 7(a).

For the purposes of these Conditions:

"Extended Due for Payment Date" means, in relation to any Series of Covered Bonds, the date, if any,
specified as such in the applicable Final Terms to which the payment of all or (as applicable) part of the
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Final Redemption Amount payable on the Final Maturity Date will be deferred in the event that the Final
Redemption Amount is not paid in full on the Extension Determination Date.

"Extension Determination Date" means, in respect of a Series of Covered Bonds, the date falling two
Business Days after the expiry of seven days following (and including) the Final Maturity Date of such
Series of Covered Bonds.

"Guarantee Priority of Payments" means the priority of payments relating to monies standing to the
credit of the LLP Accounts to be paid on each LLP Payment Date in accordance with the Trust Deed.

"Rating Agency" means Moody's Investors Service Limited and/or Fitch Ratings Ltd. and/or any other
credit rating agency that may be appointed by the Issuer from time to time (collectively, the "Rating
Agencies") or their successors, to the extent they provide ratings in respect of the Covered Bonds,
provided at all times, there is at least one rating agency rating the Programme and any Covered Bonds
then outstanding.

Redemption for taxation reasons

The Covered Bonds may be redeemed at the option of the Issuer in whole, but not in part, at any time (if
the Covered Bond is not a Floating Rate Covered Bond) or on any Interest Payment Date (if the Covered
Bond is a Floating Rate Covered Bond), on giving not less than 30 nor more than 60 days' notice to the
Bond Trustee and, in accordance with Condition 14, the Covered Bondholders (which notice shall be
irrevocable), if the Issuer satisfies the Bond Trustee (by providing it with an officer's certificate signed
by an authorised signatory of the Issuer) immediately before the giving of such notice that on the occasion
of the next date for payment of interest, as a result of any change or proposed change in or amendment
or proposed amendment to the laws or regulations of the United Kingdom or any authority or political
subdivision therein or thereof having power to tax, including any treaty to which such jurisdiction is a
party, or any change in the official application of those laws or regulations (including a holding by a
court or tribunal of competent jurisdiction), which change or amendment becomes effective on or after
the Issue Date of the first Tranche of the Covered Bonds, the Issuer is or will be required to pay additional
amounts as provided in Condition 8. Covered Bonds redeemed pursuant to this Condition 7(b) will be
redeemed at their Early Redemption Amount referred to in Condition 7(e) below together (if appropriate)
with interest accrued to (but excluding) the date of redemption.

Redemption at the option of the Issuer (Issuer Call)

If Issuer Call is specified in the applicable Final Terms, the Issuer may, having given not less than 30 nor
more than 60 days' notice to the Bond Trustee, the Principal Paying Agent, (in the case of the redemption
of Registered Covered Bonds) the Registrar and, in accordance with Condition 14, the Covered
Bondholders (which notice shall be irrevocable) redeem all or some only (as specified in the applicable
Final Terms) of the Covered Bonds then outstanding on any Optional Redemption Date(s) and at the
Optional Redemption Amount(s) specified in, or determined in the manner specified in, the applicable
Final Terms together, if applicable, with interest accrued to (but excluding) the relevant Optional
Redemption Date(s). Upon expiry of such notice, the Issuer shall be bound to redeem the Covered Bonds
accordingly.

In the event of a redemption of some only of the Covered Bonds:

(1) such redemption must be for an amount being the Minimum Redemption Amount or a Higher
Redemption Amount.

(i1) the Covered Bonds to be redeemed (the "Redeemed Covered Bonds") will be selected:

(A) individually by lot, in the case of Redeemed Covered Bonds represented by Definitive
Covered Bonds, and

(B) in accordance with the rules of DTC, Euroclear and/or Clearstream, Luxembourg (to
be reflected in the records of DTC, Euroclear and Clearstream, Luxembourg as either
a pool factor or a reduction in nominal amount, at their discretion), in the case of
Redeemed Covered Bonds represented by a Global Covered Bond,
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in each case, not more than 60 days prior to the date fixed for redemption (such date of selection
being hereinafter called the "Selection Date").

In the case of Redeemed Covered Bonds represented by Definitive Covered Bonds, a list of the serial
numbers of such Redeemed Covered Bonds will be published in accordance with Condition 14 not less
than 30 days prior to the date fixed for redemption. The aggregate nominal amount of Redeemed Covered
Bonds represented by Definitive Covered Bonds shall bear the same proportion to the aggregate nominal
amount of all Redeemed Covered Bonds as the aggregate nominal amount of Definitive Covered Bonds
outstanding bears to the aggregate nominal amount of the Covered Bonds outstanding, in each case on
the Selection Dates, provided that such first mentioned nominal amount shall, if necessary, be rounded
downwards to the nearest integral multiple of the Specified Denomination, and the aggregate nominal
amount of Redeemed Covered Bonds represented by a Global Covered Bond shall be equal to the balance
of the Redeemed Covered Bonds. No exchange of the relevant Global Covered Bond will be permitted
during the period from (and including) the Selection Date to (and including) the date fixed for redemption
pursuant to this Condition 7(c) and notice to that effect shall be given by the Issuer to the Covered
Bondholders in accordance with Condition 14 at least 30 days prior to the Selection Date.

Redemption due to illegality

The Covered Bonds of all Series may be redeemed at the option of the Issuer in whole, but not in part, at
any time, on giving not less than 30 nor more than 60 days' notice to the Bond Trustee, the Principal
Paying Agent, the Registrar and, in accordance with Condition 14, all the Covered Bondholders (which
notice shall be irrevocable), if the Issuer satisfies the Bond Trustee (by providing it with an officer's
certificate signed by an authorised signatory of the Issuer) immediately before the giving of such notice
that it has, or will, before the next Interest Payment Date of any Covered Bond of any Series, become
unlawful for the Issuer to make, fund or allow to remain outstanding any Term Advance made by it to
the LLP from the Covered Bonds pursuant to the Intercompany Loan Agreement, as a result of any
change in, or amendment to, the applicable laws or regulations or any change in the application or official
interpretation of such laws or regulations, which change or amendment has become or will become
effective before the next such Interest Payment Date.

Covered Bonds redeemed pursuant to this Condition 7(d) will be redeemed at their Early Redemption
Amount referred to in Condition 7(e) below together (if appropriate) with interest accrued to (but
excluding) the date of redemption.

Early Redemption Amounts

For the purpose of Conditions 7(b) above and 7(h) below and Condition 10, each Covered Bond will be
redeemed at its Early Redemption Amount calculated as follows:

(1) in the case of a Covered Bond with a Final Redemption Amount equal to the Issue Price, at the
Final Redemption Amount thereof;

(i1) in the case of a Covered Bond (other than a Zero Coupon Covered Bond) with a Final
Redemption Amount which is or may be less or greater than the Issue Price or which is payable
in a Specified Currency other than that in which the Covered Bond is denominated, at the
amount specified in the applicable Final Terms or, if no such amount or manner is so specified
in the applicable Final Terms, at its nominal amount; or

(ii1) in the case of a Zero Coupon Covered Bond, at an amount (the "Amortised Face Amount")
equal to the sum of:

(A) the Reference Price; and

(B) the product of the Accrual Yield (compounded annually) being applied to the
Reference Price from (and including) the Issue Date of the first Tranche of the Covered
Bonds to (but excluding) the date fixed for redemption or (as the case may be) the date
upon which such Covered Bond becomes due and repayable,

or such other amount as is provided in the applicable Final Terms.
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Where such calculation is to be made for a period which is not a whole number of years, it shall be made
(i) in the case of a Zero Coupon Covered Bond payable in a Specified Currency other than euro, on the
basis of a 360-day year consisting of 12 months of 30 days each or (ii) in the case of a Zero Coupon
Covered Bond payable in euro, on the basis of the actual number of days elapsed divided by 365 (or, if
any of the days elapsed falls in a leap year, the sum of (x) the number of those days falling in a leap year
divided by 366 and (y) the number of those days falling in a non-leap year divided by 365) or (iii) on
such other calculation basis as may be specified in the applicable Final Terms.

Purchases

The Issuer or any of its subsidiaries or the LLP may at any time purchase or otherwise acquire Covered
Bonds (provided that, in the case of Bearer Definitive Covered Bonds, all unmatured Coupons
appertaining thereto are attached thereto or surrendered therewith) at any price and in any manner. If
purchases are made by tender, tenders must be available to all the Covered Bondholders alike. Such
Covered Bonds may be held, reissued, resold or, at the option of the Issuer or the relevant subsidiary,
surrendered to any Paying Agent and/or the Registrar for cancellation (except that any Covered Bonds
purchased or otherwise acquired by the LLP must immediately be surrendered to any Paying Agent
and/or the Registrar for cancellation).

Cancellation

All Covered Bonds which are redeemed will forthwith be cancelled (together with, in the case of Bearer
Definitive Covered Bonds, all unmatured Coupons attached thereto or surrendered therewith at the time
of redemption). All Covered Bonds so cancelled and any Covered Bonds purchased and surrendered for
cancellation pursuant to Condition 7(f) above and cancelled (together with, in the case of Bearer
Definitive Covered Bonds, all unmatured Coupons cancelled therewith) shall be forwarded to the
Principal Paying Agent and cannot be held, reissued or resold.

Late payment on Zero Coupon Covered Bonds

If the amount payable in respect of any Zero Coupon Covered Bond upon redemption of such Zero
Coupon Covered Bond pursuant to Conditions 7(a), (b) or (¢) above or upon its becoming due and
repayable as provided in Condition 10 is improperly withheld or refused, the amount due and repayable
in respect of such Zero Coupon Covered Bond shall be the amount calculated as