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European Commission has proposed certain amendments to the Directive, which may, if implemented, amend or
broaden the scope of the requirements described above.
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U.S. FEDERAL INCOME TAX CONSEQUENCES

The following is a discussion of the material U.S. federal income tax consequences of ownership and disposition of
the securities. It applies to you only if you hold your securities as capital assets within the meaning of Section 1221 of
the Internal Revenue Code (the “Code”). It does not address all aspects of U.S. federal income taxation that may be
relevant to you in light of your particular circumstances, including alternative minimum tax and “Medicare contribution
tax” consequences, and different consequences that may apply if you are an investor subject to special rules, such as a
financial institution, a regulated investment company, a tax-exempt entity (including an “individual retirement account”
or a “Roth IRA”), a dealer in securities, a trader in securities who elects to apply a mark-to-market method of tax
accounting, an entity classified as a partnership for U.S. federal income tax purposes, or a person holding a security as
a part of a “straddle.”

We will not attempt to ascertain whether any entity the stock of which constitutes or is included in an Underlying
Market Measure would be treated as a “passive foreign investment company” (a “PFIC”) within the meaning of
Section 1297 of the Code or as a “United States real property holding corporation” (a “USRPHC”) within the meaning of
Section 897 of the Code. If any such entity were so treated, certain adverse U.S. federal income tax consequences
might apply, to a U.S. holder (as defined below) in the case of a PFIC, or to a non-U.S. holder (as defined below) in
the case of a USRPHC, upon the sale, exchange or retirement of a security. You should refer to information filed by
such entities with the Securities and Exchange Commission or an equivalent governmental authority and consult your
tax adviser regarding the possible consequences to you if any such entity is or becomes a PFIC or a USRPHC.

This discussion is based on the Code, administrative pronouncements, judicial decisions and final, temporary and
proposed Treasury regulations, all as of the date of this product supplement, changes to any of which subsequent to
the date hereof may affect the tax consequences described below, possibly with retroactive effect. It does not address
the application of any state, local or foreign tax laws. You should consult your tax adviser concerning the application
of U.S. federal income tax laws to your particular situation (including the possibility of alternative treatments of the
securities), as well as any tax consequences arising under the laws of any state, local or foreign jurisdictions.

Tax Treatment of the Securities

The tax consequences of an investment in the securities are uncertain. There is no direct legal authority as to the
proper U.S. federal income tax treatment of the securities, and we do not plan to request a ruling from the IRS
regarding the securities. Unless otherwise indicated in the relevant pricing supplement, in determining our tax
reporting responsibilities, if any, with respect to a security, we expect to treat it as a prepaid financial contract that is
not debt. The following discussion assumes that this treatment is respected, except where otherwise indicated. The
relevant pricing supplement may indicate other issues or differing consequences applicable to a particular offering of
securities.

Tax Consequences to U.S. Holders

You are a “U.S. holder” if, for U.S. federal income tax purposes, you are a beneficial owner of a security and are: (i) a
citizen or resident of the United States; (ii) a corporation, or other entity taxable as a corporation, created or organized
in or under the laws of the United States, any State therein or the District of Columbia; or (iii) an estate or trust the
income of which is subject to U.S. federal income taxation regardless of its source.

Treatment as a Prepaid Financial Contract That Is Not Debt

 Under this treatment, you generally should not recognize taxable income or loss with respect to a security prior to its
taxable disposition (including at maturity). Upon a taxable disposition of a security, you
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will recognize gain or loss equal to the difference between the amount you realize and your tax basis in the security.
Your tax basis in the security generally should equal the amount you paid to acquire it. Subject to the potential
application of the “constructive ownership” regime or certain rules and regulations relating to foreign currency
instruments, which are discussed below, your gain or loss generally should be capital gain or loss, and generally
should be long-term capital gain or loss if you have held the security for more than one year. The deductibility of
capital losses is subject to limitations.

Uncertainties Regarding Treatment as a Prepaid Financial Contract That Is Not Debt

Due to the lack of direct legal authority, even if a security is treated as a prepaid financial contract that is not debt,
there remain substantial uncertainties regarding the tax consequences of owning and disposing of it. For instance, you
might be required to include amounts in income during the term of the security and/or to treat all or a portion of your
gain or loss on its taxable disposition as ordinary income or loss or as short-term capital gain or loss, without regard to
how long you have held it. In particular, in the case of any Underlying Market Measure that consists of or includes an
Underlying Index, it is possible that any reconstitution, rebalancing, change in methodology of, or substitution of a
successor to the Underlying Index could result in a “deemed” taxable exchange (as could similar changes to a basket),
causing you to recognize gain or loss (subject, in the case of loss, to the possible application of the “wash sale” rules) as
if you had sold or exchanged the relevant security.

If a “pass-thru entity” (such as an Underlying Fund) constitutes or is included in the Underlying Market Measure of a
security, purchasing that security could be treated (in whole or part) as entering into a “constructive ownership
transaction” within the meaning of Section 1260 of the Code.  In that case, all or a portion of any long-term capital gain
you would otherwise recognize on a sale or exchange of the security would be recharacterized as ordinary income to
the extent such gain exceeded the “net underlying long-term capital gain.” Under Section 1260, the net underlying
long-term capital gain is generally the net long-term capital gain a taxpayer would have recognized by investing in the
underlying pass-thru entity at the inception of the constructive ownership transaction and selling that investment on
the date the constructive ownership transaction is closed. If Section 1260 were to apply to a security the Underlying
Market Measure of which consisted solely of an Underlying Fund, it is possible that the net underlying long-term
capital gain would equal the amount of long-term capital gain you would have recognized if on the issue date you had
invested the face amount of the security in shares of the Underlying Fund and sold those shares for their fair market
value on the date of your taxable disposition of the security. Unless otherwise established by clear and convincing
evidence, the net underlying long-term capital gain is treated as zero. Any long-term capital gain recharacterized as
ordinary income under Section 1260 will be treated as accruing at a constant rate over the period you held the security,
and you will be subject to a notional interest charge in respect of the deemed tax liability on the income that is treated
as accruing in prior tax years.

If the Underlying Market Measure of a security consists solely of one or more Underlying Currency Pairs, your gain
or loss on that security should be treated as ordinary income or loss pursuant to certain rules under Section 988 of the
Code relating to instruments linked to foreign currencies unless, before the close of the day on which you acquire the
security, you make a valid election pursuant to the applicable Treasury regulations to treat such gain or loss as capital
gain or loss (a “capital gain election”). If the Underlying Market Measure of a security includes but does not consist
solely of one or more Underlying Currency Pairs, part or all of your gain or loss on that security may be treated as
ordinary income or loss pursuant to the rules under Section 988 unless, before the close of the day on which you
acquire the security, you make a valid capital gain election with respect to it. In either case, it is unclear whether a
capital gain election is available. To make the election (assuming it is available), you must, in accordance with the
detailed procedures set forth in the regulations under Section 988, either (a) clearly identify the security on your books
and records on the day you acquire it as being subject to the election and file a prescribed statement verifying the
election with your federal income tax return or (b) obtain “independent verification” of the election. Assuming that you
are permitted to, and do, make the election, your gain or loss on the security should be capital gain or loss and should
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than one year. The deductibility of capital losses is subject to limitations. If you do not make a valid capital gain
election, special reporting rules could apply if your ordinary losses under Section 988 exceed a specified threshold.

If the Underlying Market Measure of a security includes or consists of certain Underlying Currency Pairs, the security
might be treated as a “foreign currency contract” under the mark-to-market regime of Section 1256 of the Code. If
Section 1256 were to apply, you would be required to mark your security to market at the end of each year (i.e.,
recognize income or loss as if the security had been sold for its fair market value).  Under this treatment, if applicable,
gain or loss recognized on marking the security to market and on the disposition of the security would be ordinary in
character absent a valid capital gain election (as described above).  If the election is available and a valid election is
made, gain or loss recognized on marking the security to market and on maturity or disposition of the security would
be treated as 60% long-term capital gain or loss and 40% short-term capital gain or loss, without regard to how long
you had held your security.

In 2007, the U.S. Treasury Department and the IRS released a notice requesting comments on various issues regarding
the U.S. federal income tax treatment of “prepaid forward contracts” and similar instruments. The notice focuses in
particular on whether beneficial owners of these instruments should be required to accrue income over the term of
their investment. It also asks for comments on a number of related topics, including the character of income or loss
with respect to these instruments; the relevance of factors such as the nature of the underlying property to which the
instruments are linked; and whether these instruments are or should be subject to the “constructive ownership” regime
discussed above. While the notice requests comments on appropriate transition rules and effective dates, any Treasury
regulations or other guidance promulgated after consideration of these issues could materially and adversely affect the
tax consequences of your investment in a security, possibly with retroactive effect.

In 2007, the IRS also released a revenue ruling holding that a particular financial instrument linked to a foreign
currency is properly treated as a debt instrument denominated in that currency. A security the Underlying Market
Measure of which consists of one or more Underlying Currency Pairs generally will be distinguishable in meaningful
respects from the instrument described in the revenue ruling. If, however, the reach of the revenue ruling were to be
extended, it could materially and adversely affect the tax consequences for U.S. holders of an investment in such a
security, possibly with retroactive effect.

Consequences if a Security Is Treated as a Debt Instrument

If a security is treated as a debt instrument and has a term (from but excluding the settlement date to and including the
last possible date that the security could be outstanding pursuant to its terms) that exceeds one year, your tax
consequences will be governed by Treasury regulations relating to the taxation of contingent payment debt
instruments. In that event, even if you are a cash-method taxpayer, in each year that you hold the security you will be
required to accrue into income “original issue discount” based on our “comparable yield” for a similar non-contingent debt
instrument, determined as of the time of issuance of the security, even though we will not be required to make any
payment with respect to the security prior to its maturity. In addition, any income you recognize upon the taxable
disposition of the security will be treated as ordinary in character. If you recognize a loss above certain thresholds, you
could be required to file a disclosure statement with the IRS.

If a security is treated as a debt instrument and has a term not exceeding one year, your tax consequences, although
not governed by the regulations applicable to contingent payment debt instruments, could be materially affected. For
instance, in such a case, any gain that you recognize at maturity should be treated as ordinary income instead of
capital gain.

Tax Consequences to Non-U.S. Holders
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You generally are a “non-U.S. holder” if, for U.S. federal income tax purposes, you are a beneficial owner of a security
and are: (i) a nonresident alien individual; (ii) an entity treated as a foreign corporation; or (iii) a foreign estate or
trust.
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This discussion does not describe considerations applicable to a beneficial owner of a security who is (i) an individual
present in the United States for 183 days or more in the taxable year of disposition of the security or (ii) a former
citizen or resident of the United States, if certain conditions apply. If you are a potential investor to whom such
considerations might be relevant, you should consult your tax adviser.

Subject to the discussion below under “—Additional Withholding Tax Considerations,” if a security is treated for U.S.
federal income tax purposes as a prepaid financial contract that is not debt, any gain you realize with respect to the
security generally should not be subject to U.S. federal withholding or income tax, unless the gain is effectively
connected with your conduct of a trade or business in the United States.  However, as described above under “—Tax
Consequences to U.S. Holders—Uncertainties Regarding Treatment as a Prepaid Financial Contract That Is Not Debt,” in
2007 the U.S. Treasury Department and the IRS released a notice requesting comments on various issues regarding
the U.S. federal income tax treatment of “prepaid forward contracts” and similar instruments. The notice focuses, among
other things, on the degree, if any, to which income realized with respect to such instruments by non-U.S. persons
should be subject to withholding tax. It is possible that any Treasury regulations or other guidance promulgated after
consideration of these issues might require you to accrue income, subject to withholding tax, in each year that you
own the security, possibly on a retroactive basis.

Subject to the discussion below under “—Additional Withholding Tax Considerations,” if a security is treated as a debt
instrument, any income or gain you realize with respect to the security generally will not be subject to U.S. federal
withholding or income tax if (i) you provide a properly completed Form W-8BEN and (ii) these amounts are not
effectively connected with your conduct of a trade or business in the United States.

If you are engaged in a trade or business in the United States, and income or gain from a security is effectively
connected with your conduct of that trade or business (and, if an applicable treaty so requires, is attributable to a
permanent establishment in the United States), you generally will be taxed in the same manner as a U.S. holder. If this
paragraph applies to you, you should consult your tax adviser with respect to other U.S. tax consequences of the
ownership and disposition of the security, including the possible imposition of a 30% branch profits tax if you are a
corporation.

Additional Withholding Tax Considerations

In the event that any payment on a security depends in part on dividends paid by a U.S. issuer of an Underlying Stock
or a stock included in an Underlying Equity Index, recently proposed regulations under Section 871(m) of the Code
could adversely affect the tax consequences of owning and disposing of the security after December 31, 2013. These
proposed regulations would in certain circumstances impose a withholding tax at a rate of 30% (subject to reduction
under an applicable treaty) on amounts, attributable to U.S.-source dividends, that are paid or “deemed paid” on certain
financial instruments (“dividend equivalents”). While significant aspects of the application of these proposed regulations
to the securities are uncertain, if they were finalized in their current form, we (or other withholding agents) might
determine that a security beneficially owned by you after December 31, 2013 is subject to withholding tax with
respect to dividend equivalents (possibly even during periods in which we make no payments with respect to those
dividend equivalents) or that you must provide information to establish that withholding is not required. We will not
pay additional amounts on account of any such withholding tax.

Legislation generally referred to as FATCA, as interpreted in proposed regulations (which are not effective as of the
date of this product supplement) and other published guidance, will generally impose, with respect to obligations
issued after December 31, 2012, a withholding tax of 30% on payments to certain foreign entities (including financial
intermediaries) of (i) U.S.-source interest (including original issue discount) and “dividend equivalents” (described
above) after December 31, 2013 and (ii) the proceeds of taxable dispositions after December 31, 2014, of instruments
that give rise to U.S.-source interest or could give rise to “dividend equivalents,” unless various U.S. information
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reporting and due diligence requirements have been satisfied. This regime will apply to a security that is treated as a
debt instrument and could apply to a security that could give rise to “dividend equivalents." The reporting
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and diligence requirements of the regime, which are potentially quite burdensome, generally relate to determining
whether interests in or accounts with such foreign entities are owned by U.S. persons. We will not pay additional
amounts on account of any such withholding tax.

Information Reporting and Backup Withholding

Cash proceeds received from a disposition of a security may be subject to information reporting, and may also be
subject to backup withholding at the rate specified in the Code unless you provide certain identifying information
(such as a correct taxpayer identification number, if you are a U.S. holder) and otherwise satisfy the requirements of
the backup withholding rules. If you are a non-U.S. holder and you provide a properly completed Form W-8
appropriate to your circumstances, you will generally establish an exemption from backup withholding. Amounts
withheld under the backup withholding rules are not additional taxes and may be refunded or credited against your
U.S. federal income tax liability, provided the required information is furnished to the IRS.
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BENEFIT PLAN INVESTOR CONSIDERATIONS

The Employee Retirement Income Security Act of 1974, as amended (“ERISA”), and Section 4975 of the Internal
Revenue Code of 1986, (the “Code”), impose certain requirements on (a) employee benefit plans subject to Title I of
ERISA, (b) individual retirement accounts, Keogh plans or other arrangements subject to Section 4975 of the Code,
(c) entities whose underlying assets include “plan assets” by reason of any such plan’s or arrangement’s investment
therein (we refer to the foregoing collectively as “Plans”) and (d) persons who are fiduciaries with respect to Plans.  In
addition, certain governmental, church and non-U.S. plans (“Non-ERISA Arrangements”) are not subject to Section 406
of ERISA or Section 4975 of the Code, but may be subject to other laws that are substantially similar to those
provisions (each, a “Similar Law”).

In addition to ERISA’s general fiduciary standards, Section 406 of ERISA and Section 4975 of the Code prohibit
certain transactions involving the assets of a Plan and persons who have specified relationships to the Plan, i.e., “parties
in interest” as defined in ERISA or “disqualified persons” as defined in Section 4975 of the Code (we refer to the
foregoing collectively as “parties in interest”) unless statutory or administrative exemptive relief is available.  Parties in
interest that engage in a non-exempt prohibited transaction may be subject to excise taxes and other penalties and
liabilities under ERISA and Section 4975 of the Code.  We, and our current and future affiliates, including RBS
Securities Inc., may be parties in interest with respect to many Plans.  Thus, a Plan fiduciary considering an
investment in the securities should also consider whether such an investment might constitute or give rise to a
prohibited transaction under ERISA or Section 4975 of the Code.  For example, the securities may be deemed to
represent a direct or indirect sale of property, extension of credit or furnishing of services between us and an investing
Plan which would be prohibited if we are a party in interest with respect to the Plan unless exemptive relief were
available.

In this regard, each prospective purchaser that is, or is acting on behalf of, a Plan, and proposes to purchase the
securities, should consider the exemptive relief available under the following prohibited transaction class exemptions,
or PTCEs: (A) the in-house asset manager exemption (PTCE 96-23), (B) the insurance company general account
exemption (PTCE 95-60), (C) the bank collective investment fund exemption (PTCE 91-38), (D) the insurance
company pooled separate account exemption (PTCE 90-1) and (E) the qualified professional asset manager exemption
(PTCE 84-14).  In addition, ERISA Section 408(b)(17) and Section 4975(d)(20) of the Code may provide a limited
exemption for the purchase and sale of the securities and related lending transactions, provided that neither the issuer
of the securities nor any of its affiliates have or exercise any discretionary authority or control or render any
investment advice with respect to the assets of the Plan involved in the transaction and provided further that the Plan
pays no more, and receives no less, than adequate consideration in connection with the transaction (the so-called
“service provider exemption”).  There can be no assurance that any of these statutory or class exemptions will be
available with respect to transactions involving the securities.

Unless the applicable pricing supplement explicitly provides otherwise, each purchaser or holder of a security, and
each fiduciary who causes any entity to purchase or hold a security, shall be deemed to have represented and
warranted, on each day such purchaser or holder holds such securities, that either (i) it is neither a Plan nor a
Non-ERISA Arrangement and it is not purchasing or holding the securities on behalf of or with the assets of any Plan
or Non-ERISA arrangement; or (ii) its purchase, holding and subsequent disposition of such securities shall not
constitute or result in a non-exempt prohibited transaction under Section 406 of ERISA, Section 4975 of the Code or
any provision of Similar Law.

Fiduciaries of any Plans and Non-ERISA Arrangements should consult their own legal counsel before purchasing the
securities.  We also refer you to the portions of the pricing supplement addressing restrictions applicable under
ERISA, the Code and Similar Law.
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The securities are contractual financial instruments.  The financial exposure provided by the securities is not a
substitute or proxy for, and is not intended as a substitute or proxy for, individualized
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investment management or advice for the benefit of any purchaser or holder of the securities.  The securities have not
been designed and will not be administered in a manner intended to reflect the individualized needs and objectives of
any purchaser or holder of the securities.

Each purchaser or holder of any securities acknowledges and agrees that:

(i)the purchaser or holder or its fiduciary has made and shall make all investment decisions for the purchaser or holder
and the purchaser or holder has not relied and shall not rely in any way upon us or our affiliates to act as a fiduciary
or adviser of the purchaser or holder with respect to (A) the design and terms of the securities, (B) the purchaser or
holder’s investment in the securities, or (C) the exercise of or failure to exercise any rights we have under or with
respect to the securities;

(ii)we and our affiliates have acted and will act solely for our own account in connection with (A) all transactions
relating to the securities and (B) all hedging transactions in connection with our obligations under the securities;

(iii)any and all assets and positions relating to hedging transactions by us or our affiliates are assets and positions of
those entities and are not assets and positions held for the benefit of the purchaser or holder;

(iv)our interests are adverse to the interests of the purchaser or holder; and

(v)neither we nor any of our affiliates is a fiduciary or adviser of the purchaser or holder in connection with any such
assets, positions or transactions, and any information that we or any of our affiliates may provide is not intended to
be impartial investment advice.

Each purchaser of a security will have exclusive responsibility for ensuring that its purchase, holding and subsequent
disposition of the security does not violate the fiduciary or prohibited transaction rules of ERISA, the Code or any
Similar Law.  Nothing herein shall be construed as a representation that an investment in the securities would meet
any or all of the relevant legal requirements with respect to investments by, or is appropriate for, Plans or Non-ERISA
Arrangements generally or any particular Plan or Non-ERISA Arrangement.

Please consult the applicable pricing supplement for further information with respect to a particular offering and, in
certain cases, further restrictions on the purchase or transfer of the securities.
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THE ROYAL BANK OF SCOTLAND plc

RBS NotesSM

fully and unconditionally guaranteed by
The Royal Bank of Scotland Group plc

Bonus NotesTM

PRODUCT PROSPECTUS SUPPLEMENT
(To Prospectus Dated September 28, 2012)

RBS Securities Inc.
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