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Chapter 1. Public Section
| Imtreduction

On September 13, 2011, the Board of Governors of the Federal Reserve System (the “fFederal
Reserve”) and the Federal Deposit Insurance Corporation (the “FDIC”) jointly adopted a final
rule (Federal Reserve Regulation QQ, Part 381 of the FDIC regulations, the “Title | Rule”) to
implement resolution plan requirements for certain nonbank financial companies and bank
holding companies pursuant to Section 165(d) of Title 1 of the Dodd-Frank Wall Street Reform
and Consumer Protection Act (the “Dodd-Frank Act’). Under the Title | Rule, The Royal Bank
of Scotland Group plc (“RBS Group plc” and, together with its subsidiaries, the “RBS Group”)
is required to submit periodically a resolution plan for the US operations of the RBS Group (such
resolution plan is referred to herein as the "RBS US Title | Plan”).

On January 17, 2012, the FDIC issued a final rule (Part 360 of the FDIC regulations, the “IDI
Rule”) that requires insured depository institutions (“IDIs”*) with assets of $50 billion or more to
submit periodically to the FDIC a plan for resolution in the event of failure under the Federal
Deposit Insurance Act ("FDIA”). RBS Citizens, N.A. ("RBSCNA") is concurrently filing its
separate plan (“IDI Plan”) to fulfill the requirements of the IDI Rule. RBSCNA's IDI Plan is
substantially included as a subpart of the RBS US Title I Plan, and is referred to as the “RBS
Citizens Resolution Plan.”

The RBS US Title | Plan demonstrates how the material entities, core business lines and critical
operations of the RBS Group that are domiciled or conducted in whole or material part in the
United States can be reorganized, liquidated or otherwise resolved under applicable imsolvency
law in a reasonable period of time, without any extraordinary support from the US, the UK or
any other governmenit, and in an organized manner in the event of material financial distress or
failure in a way that substantially minimizes the risk that the failure of these entities, businesses
or operations would have a serious adverse effect on financial stability in the US.

The RBS Group US operations consist of two divisions: US Retail & Commercial division, which
is the consumer and commercial banking operating division in the United States of America of
the RBS Group; and Markets & International Banking Americas ("M&IBA"), with M&IBA being
the American operating division of Markets & International Banking ("M&IB"), which is the
wholesale banking division of the RBS Group. M&IB provides fixed income, risk management,
foreign exchange, rates and transaction banking services to its clients, which include
corporations, financial institutions, governments and the public sector.

US Retail & Commercial operates principally through RBSCNA, its sister bank, Citizens Bank of
Pennsylvania ("CBPA", and together with RBSCNA, the “RBS IDIs"), and their parent company,
RBS Citizens Financial Group, Inc. ("“RBSCFG", and together with RBSCNA and CBPA, “RBS
Citizens").




The US Retail & Commercial and M&IBA operating divisions conduct business via separate and
distinct legal entities with oversight from RBS Group'’s centralized RBS Americas (“RBSA”)
regional management structure. The RBS US Title | Plan includes the resolution strategies for
both US Retail & Commercial and M&IBA.

This document constitutes the Public Section (“Chapter 1") of both the RBS US Title I Plan filed
by RBS Group plc pursuant to the Title | Rule, and the separate IDI Plan filed by RBSCNA
pursuant to the IDI Rule. Information required under the Title | Rule with respect to RBS Group
plc, the “covered compamy” under the Title | Rule, is provided in Part Il below; imformation
required under the Title | Rule and the IDI Rule with respect to RBS Citizens is provided in Part
Il below; and information required under the Title I Rule with respect to M&IBA is provided in
Part IV below.

Group and RBS Americas

Global Operations of RBS Group

The RBS Group provides a wide range of products and services to personal, commercial, large
corporate and institutional customers through its two principal subsidiaries, The Royal Bank of
Scotland plc and National Westminster Bank plc, as well as through a number of other well-
known brands including RBS Citizens, Charter One, Ulster Bank and Coultts.
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RBS Group is organized along the following business groupings:

UK Retail offers a comprehensive range of banking products and related financial services
to the personal market. It serves customers through the RBS and NatWest networks of
branches and ATMs, and also through telephone and digital channels. It has approximately
26,000 full time equivalent employees.

UK Corporate is a leading provider of banking, finance and risk management services to the
corporate and SME (small and medium-sized enterprise) sector in the United Kingdom
("UK"), offering a full range of banking products and related financial services. It has
approximately 13,300 full time equivalent employees.




Wealth provides private banking and investment services in the UK through Coutts & Co
and Adam & Compamny; offshore banking through RBS International, NatWest Offshore and
Isle of Man Bank; and international private banking through Coutts & Co. Ltd. It has
approximately 5,300 full time equivalent employees.

International Banking offers a core banking proposition to multi-national corporate and
financial institutions by providing debt financing, risk management and transaction services,
working with clients to find the best product mix to execute their strategy. It has
approximately 4,400 full time equivalent employees.

Ulster Bank is a leading retail and commercial bank in Northern Ireland and the Republic of
Ireland, providing comprehensive range of financial services through RBS Group’s Retail
Markets and Corporate Markets divisions. It has approximately 4,500 full time equivalent
employees.

US Retail & Commercial provides financial services primarily in the Northeastern, Mid-
Atlantic and Midwest United States through its two IDI subsidiaries, RBSCNA and CBPA,
using the Citizens Bank, Charter One and RBS Citizens brands. It is engaged in retail and
corporate banking activities. It has approximately 19,000 full time equivalent employees.

Markets provides financing, risk management and advisory services to RBS Group's
corporate and institutional clients. It has approximately 11,200 full time equivalent
employees.

Direct Line Group is a retail general insurer, with leading market positions in the UK and
businesses in Italy and Germany. The brands include Direct Line, Green Flag, Churchill and
Privilege. It has approximately 14,200 full time equivalent employees. RBS owns 65.3% of
Direct Line and plans to cede control by the end of 2013.

Business Services supports the customer-facing businesses and provides operational
technology, customer support in telephony, account managememnt, lending and money
transmissiom, global purchasing, property and other services. It has approximately 33,200
full time equivalent employees.

Central Functions comprises RBS Group corporate functions, such as treasury, finance, risk
management, legal, communications and human resources. The Central Functions division
manages RBS Group's capital resources and Group-wide regulatory projects and provides
services to the operating divisions. It has approximately 6,800 full time equivalent
employees.

Non-Core manages separately assets that RBS Group intends to run off or divest. It has
approximately 3,100 full time equivalent employees.



Material Supervisory Authorities
United Kingdom

The UK Prudential Regulation Authority ("PRA") is currently the consolidated supervisor of the
RBS Group. On April 1, 2013, regulatory responsibilities were split between two new regulatory
bodies: the PRA and the Financial Conduct Authority ("FCA”). At that point, RBS Group's
previous consolidated supervisor, the Financial Services Authority, ceased to exist and the PRA
became the consolidated prudential supervisor of the RBS Group.

United States

RBS Group plc is both a bank holding company and a financial holding company within the
meaning of the US Bank Holding Company Act of 1956 ("BHC Act’). As such, it is subject to the
regulation and supervision of the Federal Reserve. RBS Group's US IDI and non-bank
subsidiaries and RBS pic's US branches are also subject to supervision and regulation by a
variety of other US regulatory agencies.

RBSCNA is supervised by the Office of the Comptroller of the Currency ("*OCC”), which is
charged with the regulation and supervision of nationally chartered banks. CBPA is subject to
the regulation and supervision of the FDIC and the Pennsylvania Department of Banking. Both
IDIs are subject to supervision and regulation by the Consumer Financial Protection Bureau
("CFPB"), established by the Dodd-Frank Act. RBSCFG is also supervised by the Federal
Reserve as a bank holding company and financial holding company under the BHC Act.

RBS pic's New York branch is supervised by the New York State Department of Fimancial
Services, and its Connecticut branch is supervised by the Connecticut Department of Banking.
Both branches are also subject to supervision by the Federal Reserve.

RBS Group's primary US broker dealer, RBS Securities Inc. (‘"RBSSI”), is also subject to
regulation and supervision by the US Securities and Exchange Commission (*SEC") and the
Financial Industry Regulatory Authority (“FINRA") with respect to its securities activities. The
futures activities of RBSSI are subject to regulation and oversight by the US Commaodiity Futures
Trading Commission ("CFTC") and the Chicago Mercantile Exchange Group-owned exchanges.

Netherlands

The consolidated supervisor of The Royal Bank of Scotland N.V. (“RBS NV*), the Netherlands
bank subsidiary of RBS plc, is the De Nederlandsche Bank ("DNB”). The DNB operates as
independent central bank and prudential supervisor of banks, insurance companies, pension
funds and securities firms domiciled in the Netherlands, and also as part of the European
System of Central Banks.




Republic of Ireland

The banking service in the Republic of Ireland is provided by Ulster Bank Ireland Limited, which
is supervised by the Central Bank of lireland.

Other jurisdictions

The RBS Group operates in over 45 countries through a network of branches, local banks and
non-bank subsidiaries and these activities are subject to supervision in most cases by a local
regulator or central bank.

Principal Officers of RBS Group plc

The exhibit below lists the Principal Officers of RBS Group plc:




Resolution Planning Corporate Governance, Structure and
Processes

Ultimate responsibility for governance of RBS and its operations and subsidiaries worldwide lies
with the RBS Group Board of Directors (“RBS Group Boardl"). To enable the RBS Group Board
to carry out its responsibilities, authority is delegated to committees of the RBS Group Board, as
well as to boards and committees and senior management of its various divisions, regions and
operating entities throughout RBS Group.

RBS Americas Management

The RBS Americas Management Committee (“RBSA ManCwo") was established by and
operates under authority delegated by the Executive Committee of the RBS Group Board
(“RBSG ExCag"). The RBSA ManCo is the RBS Americas region's highest level decision-making
forum and a forum for discussion of key operational, supervisory and/or governance matters
relating to the overall business and operations of RBS in the Americas region. Subject to the
oversight of the RBSG ExCo, the RBSA ManCo determines the overall strategic direction of
RBS in the Americas, and, as appropriate, will determine policies and procedures relating to the
overall business and operation of RBS in the Americas. Among its responsibilities, the RBSA
ManCo is responsible for ensuring that the businesses of RBS in the region are well managed
at all times, and that the businesses of RBS in the Americas region operate in compliance with
all applicable laws and regulations as well as RBS Group and regional policies and standards.
The RBSA ManCo may delegate authorities and responsibilities to committees to provide
oversight for businesses in the Americas as appropriate to fulfill its responsibilities. The RBSA
ManCe reviewed the RBS US Title I Plan before it was approved by the RBS Group Recevery
and Resolution Planning Steering Group.

RBS Group Resolution Planning Governance

The RBS Group established the RBS Group Recovery and Resolution Planning Steering Group
(the "RBSG RRP SG”) in 2012. Its purpose is to coordinate the development of recovery and
resolution planning activities as required by regulators. It is sponsored by the RBS Group
Finance Director, chaired by the RBS Group Director of Regulatory Affairs and includes senior
executives from key functional areas. It is a subcommittee of RBSG ExCo. The RBSG ExCo is
RBS Group’s most senior management committee, and is chaired by the RBS Group Chief
Executive Officer. The RBS Group Resolution Planning Office ("RBSG RPQ”) was established
in 2011 to manage ongoing resolution plan developments across the RBS Group.

RBSA Resolution Plan Corporate Governance

A comprehensive governance and management process has been established to oversee the
creation and maintenance of the RBS US Title | Plan and the IDI Plan. The process relies on a
combination of existing corporate governance and executive management structures, as well as




new committees, work groups and permanent functions established to provide oversight, control
and ongoing management of the resolution plan.

In the United States, the RBS Americas Resolution Plan Executive Steering Group (“RBSA RP
ESG") was established in 2012 by the RBSA ManCo and the RBSG RRP SG to oversee the
preparation of the RBS US Title I Plan and the IDI Plan, and to ensure consistency in plan
development across the different operating businesses. The RBSA RP ESG is chaired by the
RBS Americas Chief Financial Officer ("CFQO”), and includes members of senior management.
The Head of the RBSG RPO is a member of the RBSA RP ESG, as is the Chairman of the
RBSG RRP SG, providing direct coordination with the RBSG RRP SG to ensure consistency
with RBS Group resolution planning efforts.

Because RBS Citizens and M&IBA have largely separate businesses and management
structures, each of those operating divisions created its own work streams, headed by one of
their representatives on the RBSA RP ESG, under the oversight of the RBSA RP ESG. This
governance structure ensures a consistent approach under the oversight of the RBS Group and
RBS Americas management, while permitting each of the RBS US operating divisions to focus
on the resolution strategies of their different businesses and resolution authorities having
jurisdiction over their legal entities, as described further below.

Summary of Financial Information, Capital and Major Funding
Sources

Exhibit 3 summarizes the assets, liabilities, and capital position for RBS Group plc as of
December 31, 2012. For the most complete, updated financial information regarding assets,
liabilities, capital and major funding sources, RBS Group plic's annual review and quarterly
reports are available at www.investors.rbs.com and should be read in their entirety.



http://www.investors.rbs.com

nces

Note: All amounts presented were prepared in accordance with International Financial Reporting
Standards (IFRS) as adopted by the European Union.




Funding

The RBS Group has access to a variety of wholesale funding sources across the globe,
including short-term money markets and term debt investors through its secured and unsecured
funding programs. These sources of funding are complementary to RBS Group’s customer
deposit gathering activities.

Diversity in funding is provided by its active role in the money markets, along with access to
global capital flows through RBS Group's international client base. These funding programs
allow RBS Group subsidiaries to issue secured or unsecured, senior or subordinated securities.
Over time RBS Group’s wholesale funding franchise has been diversified by currency,

geography, maturity and type.

RBS Group accesses the market directly or through one of its main operating subsidiaries
through established funding programs. The use of different entities to access the market from
time to time allows RBS Group to further diversify its funding profile, take advantage of different
benefits offered by using these entities, and in certain limited circumstances demonstrate to
regulators that specific operating subsidiaries enjoy market access in their own right.

Given the mixture of products and services offered across the region, funding and liquidity
decisions are managed on an entity level.

Capital

The RBS Group is responsible for maintenance of capital adequacy for the enterprise on a
consolidated basis according to UK regulation by the PRA and Bank of England. RBS Group
aims to maintain an appropriate level of capital to meet its business needs and regulatory
requirements, and operates within an agreed risk appetite. The appropriate level of capital is
determined based on the dual aims of: (i) meeting minimum regulatory capital requirements;
and (ii) ensuring the Group maintains sufficient capital to uphold investor and rating agency
confidence in the organization, thereby supporting the business franchise and funding capacity.
The PRA uses the risk asset ratio as a measure of capital adequacy in the UK banking sector,
comparing a bank's capital resources with its risk weighted assets (the assets and off-balance
sheet exposures are weighted to reflect the inherent credit and other risks). By imternational
agreement, the risk asset ratios should not be less than 8% with a Tier 1 component of not less
than 4%. RBS Group's risk asset ratios at December 31, 2012 were a Total capital ratio of
14.5%, a Core Tler 1 capital ratio of 10.3% and a Tler 1 capital ratlo of 12.4%.

The minimum regulatory capital requirements are identified by RBS Group through the Iinternal
Capital Adequacy Assessment Process and then agreed between the RBS Group Board and
the appropriate supervisory authority. RBS Group’s own determination of how much capital is
sufficient is derived from the desired credit rating level, risk appetite and reflects the current and
emerging regulatory requirements. It is evaluated through the application of both internally and




externally defined stress tests that identify potential changes in capital ratios to a range of
scenarios.

RBSCNA IDI Plan and RBS Citizens Resolution Plan

As explained above, this section constitutes the Public Section of the RBSCNA IDI Plan, and of
the RBS Citizens Resolution Plan component of the RBS US Title I Plan.

Overview of RBS Citizens Financial Group, Inc.

RBSCFG is headquartered in Providence, Rhode Island, and has $127.4 billion in assets and
$24.1 billion in stockholders equity as of December 31, 2012. It is registered as a bank holding
company, and as a financial holding company, for purposes of the BHC Act, by virtue of its
ownership of two IDI subsidiaries, RBSCNA and CBPA, which hold $104.8 billion and $34.1
billion in assets, mespectively.

Through the IDI subsidiaries, RBS Citizens provides a broad range of consumer and
commercial banking products through approximately 1,400 branches, approximately 3,600
ATMs and more than 19,000 colleagues. It operates its branch network in 12 states and has
non-branch retail and commercial offices in more than 30 states.

RBSCFG became a wholly-owned subsidiary of RBS Group in 1988. However, RBS Citizens
remains distinct from and independent of, RBS Group’s other businesses in the US, with each
of its material entities having its own board of directors and executive management team
separate from those of M&IBA's material entities. RBSCFG and its subsidiary IDIs are very well
capitalized and its subsidiary IDIs have strong liquidity positions. These strong capital and
liquidity positions are the result of repositioning RBS Citizens following the industry-wide 2008
financial crisis by reducing liquidity risk, strengthening the capital base, improving the credit risk
profile and implementing enhanced controls.

Business Strategy

RBS Citizens’ goal is to become a top-performing regional bank that facilitates the growth and
prosperity of its customers, colleagues and communities. This goal should be accomplished by
winning the customers’ loyalty, serving as their primary banking partner and providing globalized
products and services with personal and local delivery. RBS Citizens’ "back-to-basics” strategy
focuses on the IDIs' core banking products and competes on service and product capabilities.
Its five strategic priorities are:

e [Employ a high-performing, engaged workforce. RBS Citizens has made iimvestments iin
resources aimed at ensuring that its employees remain well-prepared for their roles, work as
a unified team and receive recognition for their achievements. Its employees participate in
significant training programs every year that help them develop personally and
professionailly.




Deliver a differentiated customer experience. Recognizing that RBS Citizens competes in a
highly competitive industry and that good banking is personal, employees are prepared to
deliver a consistent, high-quality experience with every customer interaction. RBS Citizens
has a corporate culture that is passionate about exceptional customer service and
continuous improvement in overall delivery.

Serve as its customers’ primary banking partner. RBS Citizens strives to ensure that
customers consider it to be their primary banking partner by helping them achieve their
financial goals and by offering a full range of products and services. RBS Citizens aims to
deliver consistemtly high-quality services by anticipating customer needs and providing
convenient, customer-oriented options and solutions.

Embed strong risk management. RBS Citizens’ focus on taking care of its customers is
matched closely by its efforts to manage risks. RBS Citizens aims to provide the right
products and services that meet its customers’ needs, comply with applicable laws and
regulations, and grow its loan portfolio and asset base within approved credit risk tolerance.
The level of credit losses has improved significantly, and RBS Citizens’ percentage of
nonperforming loans to total loans was among the best in its peer group as of December 31,
2012. RBS Citizens believes that strong risk management is the defining characteristic that
enables it to deliver sustainable, long-term growth.,

Deliver financial results consistent with a top-performing regional bank. RBS Citizens aims
to deliver results consistent with peer regional banks by rebalancing its business mix and
investing in underpenetrated markets (such as capital markets, mortgage and wealth
management). RBS Citizens has rebalanced and continue to rebalance its business mix to
optimize its balance sheet and focus on improving profitability by reducing non-core loans,
increasing the percentage of commercial loans in the portfolio, and improving deposit
composition.

Material Entities

The RBS Group utilized specific criteria to confirm its material entities in accordance with the
definitions provided by the FDIC and Federal Reserve. Applying these criteria, the RBSCNA
(for the IDI Plan) and the RBS Group (for the RBS US Title | Plan) designated three material

entities of RBS Citizens: RBSCFG and its two IDI subsidiaries, RBSCNA and CBPA. RBSCNA
is a “covered insured depasitory institution” under the IDI Rule, because it holds over $50 billion
of assets. As part of RBSCNA'’s resolution planning process, two additional RBS Citizens legal

entities were identified as material entities for purposes of the IDI Plan and the RBS Citizens
Resolution Plan due to their relationship with RBSCNA: namely, its parent bank holding
company, RBSCFG; and its sister IDI, CBPA.

The RBS Citizens Resolution Plan includes an analysis of each material entity and the
resolution regime and strategy that would be applicable to each material entity. The material
entities in the RBS Citizens Resolution Plan are further described below:




RBS Citizens Financial Group, Inc.

RBSCFG is a Delaware corporation headquartered in Providence, Rhode Island that holds all of
the shares of RBSCNA and CBPA. RBSCFG is a registered US bank holding company and
financial holding company subject to supervision by the Federal Reserve. RBSCFG does not
perform directly any line of business or operation.

RBS Citizens, N.A.

RBSCNA is a national bank and an IDI regulated by the OCC. RBSCNA offers personal, small
business and commercial banking services, such as checking accounts, savings and money
market accounts, certificates of deposits, card products, mortgages, home loans, auto loans,
student loans, online/mobile banking, cash managememnt, borrowing options and personal and
business investment services. RBSCNA has retail banking branches in Connecticut, Delaware,
Minois, Massachusetis, Michigan, New Hampshire, New York, Ohio, Rhode Island and Vermont.

Citizens Bank of Pennsylvania

CBPA is a Pennsylvania-chartered savings bank and IDI that offers personal, small business
and commiercial banking services, such as checking accounts, savings and money market
accounts, CDs, mortgages, home loans, auto loans, student loans, online/mabile banking, cash
managememnt, borrowing options and personal and business investment services. The primary
regulators of CBPA are the FDIC and the Pennsylvania Department of Banking. CBPA has retail
banking branches in Pennsylvania and New Jersey. CBPA is not required to submit an IDI Plan,
but it is included as a material entity in the RBS US Title I Plan, and in RBSCNA'’s IDI Plan due
to its affiliate relationship with RBSCNA as the covered insured depository imnstitution.

Core Business Lines

RBS Citizens’ core business lines consist of the two customer-facing businesses of RBSCNA
and CBPA, including associated operations, services, functions and support, that upon failure
would result in a material loss of revenue, profit, or franchise value: Commercial Banking; and
Consumer Banking. RBS Citizens’ core business lines are housed entirely within RBS Citizens'
two IDI material entities—- RBSCNA and CBPA.

Commercial Banking

The Commercial Banking business provides financial solutions for companies with annual
revenues from $25 million to $2 billion. It provides a full complement of financial products,
including loans, leases, trade financing, depaosits, cash managememnt, foreign exchange, interest
rate risk managememnt, corporate finance, healthcare, asset finance, and capital markets
advisory capabilities. Commercial Banking has dedicated teams with industry expertise in
government banking, not-for-profit, healthcare, technology, franchise finance, asset-based
lending, private equity, sponsor finance and commercial real estate.




Consumer Banking

The Consumer Banking business focuses on retail customers as well as businesses with annual
revenues less than $25 million. It offers traditional banking products and services imcluding
checking, savings, cash management and wealth management services, as well as lending
products such as mortgages, home equity loans/lines, auto loans, business loans, credit cards,
unsecured personal loans and educational loans. It includes the distribution channels needed to
support its customers’ banking activities, such as bank branches (both freestanding and in-store
branches), ATMs, online/mobile banking and telephone banking. The Consumer Banking
business also includes wealth management activities such as investment management and trust
services for high net worth individuals and small business customers.

Summary of Financial Information, Capital and Major Funding
Sources

Financial Overview

The following exhibit summarizes the assets, liabilities, and capital for RBSCNA as of December
31, 2012, as required by the FDIC's IDI Rule. For the most complete, updated financial
information regarding assets, liabilities, capital and major funding sources, RBSCNA'’s call
reports filed with the FDIC should be read in their entirety.
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Capital Management

RBS Citizens’ objectives are to have adequate capital to cover all risks within its business
activities, meet current and future regulatory requirements and allow flexibility to maintain
access to financial markets and undertake strategic business initiatives.

RBSCFG annually submits a capital plan to the Federal Reserve as required by Section 225.8
of the Federal Reserve's Regulation Y (the "Capital Plan Rule”), adopted in November 2011.
This Capital Plan Rule requires any U.S. bank holding company with $50 billion or more of total
consolidated assets, including RBSCFG, to submit an annual capital plan in which the company
must set forth a range of information and capital analysis. Following submission of an annual
capital plan, RBSCFG may take only those capital actions, including payment of dividends and
repurchases of capital instruments agreed to by the Federal Reserve.

Regulatory Capital

Under its current regulation implementing Basel I, the Federal Reserve requires RBSCFG, the
OCC requires RBSCNA, and the FDIC requires CBPA each to maintain minimum levels with
respect to its respective Tier 1 Capital ratio, Total Capital ratio and Tier 1 Leverage ratio. The
Tier 1 Capital ratio is the ratio of the company’s tier one capital to its total risk weighted assets.
The Total Capital ratio is the ratio of the company’s Total Risk-Based Capital, or the sum of its
Tier 1 and Tier 2 Capital, to its total risk-weighted assets. The Tier 1 Leverage ratio is the ratio
of the company’s Tier 1 Capital to total adjusted quarterly average assets, as defined for
regulatory purposes.

The following chart shows that each of RBS Citizens’ regulated material entities maintains
strong ratios compared to its current regulatory guidelines.

Funding Sources

RBSCNA'’s primary funding source is consumer and commercial customer deposits, which are
stable and lessen reliance on wholesale funding markets. As of December 31, 2012,
RBSCNA'’s assets of $105 billion were funded mainly by $80 billion of deposits, and $19 billion
of shareholder equity. The loan to deposit ratio was 91%, reflecting a surplus of deposits over
loans. Furthermare, asset liquidity (i.e., unencumbered high quality securities and loans)




equivalent to 11% of liabilities was available to support contingent secured funding, imcluding
repos and Federal Home Loan Bank ("FHLB") advances. During the ordinary course of
business, RBSCNA has no dependence on wholesale markets to meet short-term funding
needs. Nevertheless, RBSCNA maintains a diversified network of funding sources, which
reduces reliance on any one particular source in the event that certain segments of the
wholesale funding markets become impaired. Unsecured funding sources available include
interbank (Fed Funds and Euro) markets, term unsecured debt markets, brokered retail
deposits, repurchase agreements, and institutional certificates of deposit. Secured funding
sources include high quality debt securities that can be readily sold or repurchased and high
quality real estate loans that can be pledged against advances from the FHLBs. Securities and
consumer and commercial loans can be pledged against borrowings from the Federal Reserve’s
Discount Window.

RBS Citizens does not engage in other activities that would add material liquidity risk, such as
maintaining substantial off-balance sheet entities requiring funding or depending on significant
securitization activities. RBS Citizens manages capital and liquidity independently of other RBS
Group businesses and does not rely on the RBS Group plc or other RBS Group affiliates for
funding. Consistent with US banking regulations, RBSCFG and its subsidiaries do not supply
funds to other RBS Group affiliates.

Derivative and Hedging Activities

In the normal course of business, RBSCNA enters into a variety of derivative transactions both
to meet the financing needs of its customers and to reduce its own exposure to fluctuations in
interest rates. RBSCNA sell interest rate swaps and foreign exchange forwards to commercial
customers, offsetting those transactions with the RBS Group affiliates. RBSCNA also uses
interest rate swaps to manage its exposure to its interest rate risk, typically executing these
transactions with the RBS Group affiliates. RBSCNA also buys and sells interest rate forwards
to manage the interest rate risk of the residential loan commitment rate locks it provides to
customers. RBSCNA does not use derivatives for speculative purposes. The derivative
instruments are recognized on the consolidated balance sheet at fair value.

For financial reporting purposes, all of RBSCNA derivatives used to manage its structural
interest rate exposure qualify for hedge accounting. RBSCNA formally documents at imception
all hedging relationships, as well as risk management objectives and strategies for undertaking
various accounting hedges. Hedge accounting is substantially discontinued when it is
determined that a derivative is not expected to be, or has ceased to be effective as a hedge,
and then reflects changes in fair value in earnings after termination of the hedge relationship.

RBSCNA'’s customer derivatives and residential loan derivatives do not qualify for hedge
accounting. Mark-to-market adjustments to the fair value of customer related derivatives are
included in income. Mark-to-market gains and losses associated with customer derivatives are
mitigated by the mark-to-market gains and losses on the offsetting derivative contracts
transacted with the RBS Group affiliates.




Membership in Material Payment, Clearing and Settlement
Systems

RBS Citizens participates in a variety of payment, clearing and settlement systems, also known
as Financial Market Utilities ("FMUs"), to facilitate the clearing and settlement of securities and
cash transactions. "Membership” means that the relevant RBS Citizens material entity has direct
access to certain payment, clearing and settlement systems. RBSCNA and CBPA also have
indirect access to other payment, clearing and settlement systems through their affiliates. Some
of the material payment, clearing and settlement systems in which RBSCNA or CBPA is a
member are listed below:
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Foreign Operations

RBS Citizens, including RBSCNA, has no material operations outside of the United States.

Material Supervisory Authorities

RBSCNA is supervised by the OCC under the National Bank Act. The FDIC has back-up
supervisory authority over RBSCNA as the provider of federal deposit insurance. CBPA's
primary regulators are the FDIC and the Pennsylvania Department of Banking. The Federal
Reserve is the umbrella supervisor for RBSCFG as a bank holding company.

In addition, the CFPB has rulemaking and primary supervision and enforcement authority over
RBSCNA and CBPA with respect to certain federal consumer protection laws.

Principal Officers

The principal officers of RBSCNA and their current titles are set forth below:
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RBS Citizens’ Resolution Planning Corporate Governance,
Structure and Processes

RBS Citizens’ CFO is directly responsible for the preparation, submission and ongoing
maintenance of the RBSCNA's IDI Plan, and in his role as head of the RBSA RP ESG, the RBS
Citizens Resolution Plan.

The RBS Citizens Resolution Plan has been developed in concert with and as part of the RBS
US Title I Plan. A comprehensive governance and management process has been established
within RBS Citizens to oversee the creation and maintenance of the IDI Plan and RBS Citizens
Resolution Plan. The process relies on a combination of existing corporate governance and
executive management structures, as well as new committees, work groups and pemmanent
functions established to provide oversight, control and ongoing management of the resolution
plan.

The RBSCFG Resolution Plan Executive Steering Group (“RBSCFG RP ESG") provides
guidance and oversight to IDI and RBS Citizens Resolution Plan and IDI Plan development.
The RBSCFG RP ESG includes senior executives from the RBS Citizens business lines and
key support functions.

The RBS Citizens Resolution Plan Working Group ("RBS Citizens RPWG") was established
in 2012 to prepare and submit the RBS Citizens Resolution Plan and the IDI Plan, with
oversight from the RBSA RP ESG. The RBS Citizens RPWG consists of subject matter




experts from each of RBS Citizens business lines and support and control functions. All
processes related to development and management of the IDI and RBS Citizens Resolution
Plans were coordinated through this group.

The RBS Citizens Resolution Planning Office (“RBSCRPQ") will be formed in the third
quarter of 2013 to manage the ongoing oversight, development, maintenance,
implementation and filing of resolution plans for RBS Citizens. The RBSCRPO will work
closely with the RBSG RPO to ensure that RBS Citizens adopts strategies, policies and
procedures consistent with the RBS Group resolution plans.

Through this network of steering and working groups, the RBS Citizens Resolution Plan and the
IDI Plan were each prepared for review and approval though the standard governance process
of the RBS Citizens Executive Risk Committee and the RBS Citizens Executive Commiittee, the
most senior management committees for RBS Citizens chaired by the Chief Executive Officer of
RBSCFG.

The RBSCNA Board of Directors received regular progress updates on the IDI Plan's
preparation. The IDI Plan has been reviewed and approved by the RBSCNA Board of Directors.
The IDI Plan substantially constitutes the RBS Citizens Resolution Plan that is included in the
RBS US Title I Plan.

Material Management Information Systems

RBS Citizens Management Information Systems ("MIS”) refers to the information and
technology used by RBS Citizens, including RBSCNA, to effectively manage its business line,
support, and control function activities. These activities include, but are not limited to, loan and
deposit origination, account opening, portfolio management, trading and imvestment
management, customer analytics, risk management, accounting, finance, operations and
regulatory reporting.

RBS Citizens MIS reporting is generated from systems that are aligned either with business
lines or support and control functions, or from enterprise wide technology. Software applications
used include those that are internally developed and proprietary as well as those acquired from
third-party vendors. RBS Citizens maintains a governance framework with documented policies,
standards and procedures to ensure the systems producing MIS are accurate, reliable and
timely.

Key MIS reports that RBS Citizens uses to manage the business can be broadly grouped into
six categories further described below.

Management Executive Reporting: Includes executive-level summaries and dashboards
used to communicate performance against strategic priorities and inform key decision
making.




Monitoring and Exception Reporting: Provides information to monitor daily activities for
business-as-usual purposes and raise exceptions, if any, to senior management.

Risk Reporting: Provides information primarily used to monitor credit, interest rate, market
and operational risk and highlights risk limit breaches, if any, to senior mmanagement.

Operational Reporting: Provides business-as-usual information to manage and monitor
operational metrics across the core business lines.

Financial Reporting;: Provides accounting, financial planning and analysis reporting by
legal entity, business line and geography, as well as supporting ad hoc analyses needed for
management decision-making.

Regulatory Reporting: Provides key information as set forth by requirements of the
regulatory authorities governing the core business line or material entity.

RBS Citizens maintains business continuity and systems disaster recovery plans in accordance
with the RBS Citizens Divisional Policy Framework and an appropriate governance structure is
in place to provide oversight on all aspects of the Business Resilience program.

High-Level Description of RBS Citizens’ Resolution Strategy

As required by the IDI Rule, the RBS Citizens Resolution Plan considers strategies for a
hypothetical resolution of RBSCNA under the Federal Deposit Insurance Act.

The IDI and RBS Citizens Resolution Plans assume, consistent with pertinent regulations and
supervisory guidance, that the hypothetical failures of RBSCNA and its material entities are
caused by an idiosyncratic event that is specific to RBS Citizens. Other financial institutions and
the markets are not experiencing system-wide stress and macroeconomic and financial market
conditions are as specified under the Supervisory Baseline Scenario provided by the Federal
Reserve.

The IDI and RBS Citizens Resolution Plans recommend an orderly resolution strategy in which
RBSCNA and CBPA, under a hypothetical scenario, would first attempt a jointprivate stock sale
in the period prior to failure. If this strategywas not successful, RBSCNA and CBPA would fail
and be placed inFDIC receiverships and a joint sale of assets and liabilities out of the
receiverships would be attempted over the weekend after failure. If thatwas not successful,
then substantially all the RBS IDIs’ assets and liabilities would be transferred to a bridge bank to
be managed for an interim period of time. The assets and liabilitieswould then be sold out of the
bridge bankby the FDIC in a Purchase of Assets and Assumiption of Liabilities transaction to a
third-party.

Sale transactions with a third-party buyer could be executed rapidly over the course of a
weekend, or on a delayed basis out of the bridge bank. RBS Citizens believes the RBS




IDIswould be attractive to acquisition candidates, and potential buyers of the IDIswould include
nationwide banks, regional banks, international banks, other financial institutions or private
equity funds. RBS Citizen's other material entity, RBSCFG, would be placed into ibankruptcy
under Chapter 11 of the US Bankruptcy Code and wound down in an orderly manner.

RBS Citizens’ core business lines, Consumer Banking and Commercial Banking, are entirely
housed in RBSCNA and CBPA. As a result, the IDI and RBS Citizens Resolution Plans address
how they would be maintained without disruption through the FDIC receivership, bridge bank
and sale process. The IDI and RBS Citizens Resolution Plans also include strategies to
continue access to critical services from affiliates and suppliers including, but not limited to, MIS,
operations, technology, employees, facilities and intellectual property.

The IDI and RBS Citizens Resolution Plans do not rely on the provision of extraordinary support
by the U.S. or any other government to RBS Citizens or its affiliates to prevent failure. The IDI
and RBS Citizens Resolution Plans illustrate how RBSCNAcan be resolved in the event of
material financial distress or failurein a manner that ensures thatdepaositors haveaccess to
insured deposits within one business day after RBSCNA'’s failure;maximizes the net present
value return from the sale or disposition of RBSCNA'sassets and minimizes the amount of loss
realized by creditors in the resolution in accordance with Sections 11 and 13 of the FDIA,; is the
least costly to the Deposit Insurance Fund of all possible methods for resolving RBSCNA; and
ensures the continuation and funding of any critical services of the RBS IDIs despite the failure
of the RBS IDlIs.




Markets & International Banking Americas

Material Entities

The RBS Group utilized specific criteria to confirm its material entities in accordance with the
definitions provided by the FDIC and Federal Reserve. Applying these criteria, the RBS Group
designated six material entities of M&IBA, three of which are direct or indirect subsidiaries of the
RBS Group, and three of which are branches or otherwise form part of RBS pilc.

RBS Securities Inc.

RBSSI is a wholly-owned subsidiary of RBS Holdings USA Inc. (“Holdings"), with its principal
place of business in Stamford, CT. RBSSI is an SEC registered broker-dealer, a Federal
Reserve supervised primary dealer of US government securities, a CFTC designated futures
commission merchant ("FCM”) and a member of FINRA and Securities Investor Protection
Corporation ("SIPC”). RBSSI is registered in 49 US states and territories.

RBS plc NY Branch

RBS plc NY Branch is a New York state-licensed branch of RBS plc located in New York, NY.
Corporate loan products have been booked to RBS plc NY Branch. It also provides funding to
those loans on its balance sheet and accepts limited third-party deposits through a certificate of
deposit program.

RBS plc CT Branch

RBS plc CT Branch is a Connecticut state-licensed branch of RBS plc located in Stamford, CT.
Corporate loan products, certain fees associated with the Corporate Debt Capital Markets
(“Corporate DCM”) business and a small amount of hedging derivatives are booked to RBS plc
CT Branch. It also accepts third-party deposits. RBS plc CT Branch's assets are composed
primarily of syndicated and term loans to third parties.

RBS plc London

RBS plc London refers to the RBS plc books to which M&IBA transactions are recorded and
whose results are allocated to M&IBA for purposes of internal profit and loss attribution and tax
transfer pricing. Products associated with the Rates and ABP core business lines result in
transactions being booked to RBS plc lLondon.

RBS Financial Products

RBSFP, a Delaware corporation, is a wholly-owned subsidiary of Holdings. RBSFP, based in
Stamford, CT, is engaged in the purchase of residential mortgages, and Califomia-based
commercial mortgages. It holds the various state and other licenses necessary to conduct the
ABP core business line.




RBS Americas Property Corp

RBSA Property, a Delaware corporation, is a material service entity, providing property services
to the RBS Group's affiliates located in the US. RBSA Property’s principal asset is the
ownership of the Stamford, CT headquarters located at 600 Washington Blvd., which comprises
approximately 1 million square feet of commercial space over 12 floors. RBSA Property's
primary activity is to provide this facility to the RBS Group's US-based legal entities, imcluding
RBSSI, RBS plc CT Branch, and RBSCNA. RBSA Property does not perform any other material
business activities or serve any third party clients.

Core Business Lines

The RBS Group utilized specific criteria to confirm its core business lines, including certain risk
and revenue metrics. The core business lines of M&IBA are identified below:

Asset Backed Products

The ABP core business line offers products and services to its clients such as banks, hedge
funds, broker-dealers, and asset managers located in the US. The ABP core business line
offers four main products and services: underwriting (purchasing or originating and securitizing
loans and issuing securities to investors); distribution of the securitization interests; secondary
market making in mortgage-backed security (includes residential mortgage backed securities
and commercial mortgage backed securities), asset-backed securities and certain swaps
products; and providing financing to third parties related to ABP’s securitization activities.

Rates

The Rates core business line offers a full spectrum of fixed income products and services,
which are divided into two business lines: cash products and derivatives. Rates’ primary client
base includes financial institutions, money managers, pension funds, hedge funds, corporate
clients and central banks. The Rates core business line operates primarily out of RBSSI but
also involves RBS plc London.

Corporate Portfolio

The Corporate Portfolio core business line provides financing, investing and risk management
solutions to financial institutions and corporations through the structuring and execution of loan
products and lending commitments. The Corporate Portfolio core business line is conducted out
of two material entities: RBS plc CT Branch and RBS pic NY Branch.

Corporate Debt Capital Markets

The Corporate DCM core business line offers products and services such as origination,
underwriting and placement of bonds, commercial paper and certain syndicated loans for




corporate clients. The Corporate DCM core business line operates within two material entities,
RBSSI and RBS plc CT Branch.

Summary of Financial Information, Capital and Major Funding
Sources

See Section II.E above for a summary of the RBS Group's financial information, capital and
major funding sources.

Derivative and Hedging Activities

RBS plc enters into economic hedges primarily to manage its interest rate risk, in financial
assets / liabilities and non-trading positions. RBS plc manages this risk within approved limits.

RBS plc attempts to control its market risk exposures through hedging strategies and a wide
variety of quantitative and qualitative monitoring and analytical review mechanisms, including
Value-at-Risk measures.

Risk hedging strategies may include internal trades with other parts of the business falling within
other economic functions. M&IBA has a comprehensive market risk management framework in
place to identify measure, monitor, analyze and control market risk arising from trading activities
on a consistent and timely basis.

The trading of derivatives products is a subset of the overall trading activities in which M&IBA
participates. The ABP and Rates core business lines trade and manage the trading activities for
derivatives products. Derivative products which are traded by the ABP business include credit
default swaps, interest rate swaps and constant maturity mortgage securities. Derivative
products which are traded by the Rates core business line include uncleared OTC swaps and
uncleared OTC options. Derivative trading conducted by the ABP and Rates core business lines
is booked to RBS plc London.

Memberships in Material Payment, Clearing and Settlement
Systems

RBS Group plc participates in a variety of payment, clearing and settlement systems, also
known as FMUs, to facilitate the clearing and settlement of securities and cash transactions.
“Membership” means that the relevant RBS Group plc material entity has direct access to
certain payment, clearing and settlement systems. Other material entities also have iindirect
access to other payment, clearing and settlement systems through their affiliates. Some of the
material payment, clearing and settlement systems in which M&IBA entities are a member or
which M&IBA entities use are listed below:
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Foreign Operations

See Section Il.A above for a description of the RBS Group’s global activities.

Material Supervisory Authorities

See Section 11.B above for a description of the RBS Group’s material global supervisory
authorities.

Principal Officers

See Section 11.C above for the list of the RBS Group plc's Principal Officers.

M&IBA’s Resolution Planning Corporate Governance, Structure
and Processes

The M&IBA Resolution Plan Steering Committee ("M&IBA SteerCo") was established in 2012
to provide oversight to M&IBA'’s resolution planning efforts as required under the Dodd-Frank
Act. The M&IBA SteerCo includes senior executives from the M&IBA business lines and key
support and control functions. The M&IBA SteerCo provides guidance and oversight regarding
the development of the portion of the RBS US Title I Plan relating to M&IBA.

The M&IBA Resolution Plan Operating Committee (“M&IBA OpCo") was established in 2012 to
prepare and submit the portion of the RBS US Title | Plan relating to M&IBA, with oversight from




the M&IBA SteerCo. The M&IBA OpCo and its associated working groups consist of subject
matter experts from key business lines and support and control functions. In addition, the
M&IBA OpCo is supported by an extended team of project management colleagues to
coordinate the production of the portion of the RBS US Title | Plan relating to M&IBA.

Through this network of steering, operating and working groups, the portion of the RBS US Title
| Plan relating to M&IBA was prepared for review and approval though a prescribed gmuemance
process including reviews from senior M&IBA management and approvals from the Chairman of
M&IBA, Head of Markets in the Americas, the Head of International Banking in the Americas
and the Global Co-CEOQO of Markets.

M&IBA'’s resolution planning process is led by the Treasurer of M&IBA, whose responsibility is
to coordinate plan development both within M&IBA’s operating businesses and its control and
support functions, as well as with the RBSG RPO.

Material Management Information Systems

M&IBA uses information technology and management information systems (“IT/MIS") to support
various business functions. IT/MIS includes applications used to generate management reports,
conduct business activities in derivatives trading, lending operations and financing, risk and
compliance managememnt, and front-office support. As part of the information collection process
in the context of the preparation of the RBS US Title 1 Plan, each of the M&IBA material entities,
core business lines and critical operations identified systems and applications deemed key to its
respective businesses, entities and operations. The RBS US Title | Plan also leveraged
M&IBA’s Business Continuity Plan to assist in the validation and identification of these key
IT/MIS systems and applications. The Business Continuity Plan helps control risk rmanagement
efforts. In the event of disaster, the Business Continuity Plan will facilitate the resumption of all
normal business operations.

High-Level Description of Markets & International Banking
Americas’ Resolution Strategy

As required by the Title | Rule, the RBS US Title | Plan considers strategies for a hypothetical
resolution of M&IBA material entities, core business lines and critical operations. The M&IBA
strategies assume, consistent with pertinent regulations and supervisory guidance, hypothetical
simultaneous failures of M&IBA material entities caused by an idiosyncratic event that is specific
to the RBS Group. Other financial institutions and the markets are not experiencing system-wide
stress and other market participants remain able to acquire M&IBA businesses and assets.

The RBS US Title | Plan describes a strategy for an orderly resolution in which the RBS Group,
under the hypothetical scenario described above, would first attempt a private sale of material
entities, core business lines, and critical operations during the Runway Period iinmediately
preceding failure. The RBS US Title | Plan describes how, if this strategy were to be




unsuccessful, the M&IBA material entities would be resolved under the regime applicable to
each material entity.

The RBS Group believes that three broad categories of resolution strategies would likely yield
the optimal results from a systemic, logistical, and value maximization standpoint. These
strategies are divided among:

Runway Period Sale(s);
Resolution Weekend or Delayed Resolution Weekend Sale(s); and
Sale or Orderly Wind-Down in Resolution following Resolution Weekend.

The RBS Group believes that the RBS US Title | Plan demonstrates that the mresolution
strategies detailed in the Plan can be effected within a reasonable time by the applicable
resolution authorities to reorganize, liquidate, or otherwise resolve the material entities, core
business lines and critical operations of M&IBA under Chapter 11 of the US Bankruptcy Code
(in the case of RBSFP and RBSA Property), the Securities Investor Protection Act (in the case
of RBSSI), the banking laws of the States of New York and Connecticut (in the case of the New
York and Connecticut branches of RBS pic), and the applicable UK insolvency law (in the case
of RBS plc London), without any extraordinary support from the US, the UK or any other
government and in an organized manner in the event of material financial distress or failure in a
way that:

Substantially minimizes the risk that the failure of these entities, businesses or operations
would have a serious adverse effect on financial stability in the US;

Facilitates separability from the rest of the RBS Group; and
Maximizes return to claimants.

While the RBS US Title | Plan recommends a number of alternative strategies that could be
employed by resolution authorities in a hypothetical failure scenario, it is important to note that,
the RBS Group acknowledges that there are multiple options and assumptions for the resolution
of M&IBA’s material entities, core business lines and critical operations, and that the resolution
strategy chosen by the relevant resolution authority will be dependent on the facts and
circumstances existing at the time of resolution.




