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NATIONWIDE BUILDING SOCIETY

(incorporated in England and Wales under the UK Building Societies Act 1986, as amended)
$20,000,000,000
Senior Preferred, Senior Non-Preferred and Subordinated Medium-Term Notes
Due Twelve Months or More from Date of Issue

We may issue at various times up to $20,000,000,000 aggregate principal amount outstanding at any time ofsenior preferred, s enior non-prefemed
or subordinated medium-termnotes denominated in U.S. dollars or in other currencies or composite currencies. The notes will be issued in series and each series
will be the subject offinal terms (each “ Final Terms”). We are privately placing the notes on adelayed or continuous basis to the placement agents named below
(the “ Placement Agents”) or through the Placement Agents to qualified institutional buyers as described in this Base Prospectus under the section entitled “ Plan
of Distribution.”

This document constitutes a base prospectus (“ Base Prospectus”) for the purposes of Regulation (EU) 2017/1129 (the “Prospectus Regulation”).
This Base Prospectus has beenapproved as a base prospectus by the Financial Conduct Authority (the “ FCA”), as competent authority under the P rospectus
Regulation. The FCA only approves this Base Prospectus as meeting the standards of completeness, comprehensibility and consistency imposed by the Pros pectus
Regulation. Such approval should not be considered as an endorsement ofthe issueror the quality ofthe notes that are the subject ofthis Base P rospectusand
investors should make theirown assessment as to the suitability ofinvesting in the notes.

See the section entitled “Risk Factors” commencing on page 22 for adiscussion of certain risks that you should consider priorto making an investrrent
in the notes.

Application has been made to the FCA for such notes issued during the period oftwelve months after thedate hereofto be admitted to the Official
List ofthe FCA (the “Official List”) and to the London Stock Exchange plc (the ““ London Stock Exchange™) for such notesto be admitted to trading on the
London Stock Exchange’s regulated market, which is a regulated market for the purpose of Directive 2014/65/EU, as amended ( MiFID 117).

This Base Prospectusis valid for 12 months fromits datein relation to the notes which are to be admitted to trading on a regulated market (as defined
in MiFID 1) in the European Economic Area(the “EEA”). For these purposes, reference(s) to the EEA includes the United Kingdom. The obligation to supplenent
this Base Prospectus in the event ofa significant new factor, material mistake or material inaccuracy does notapply when this Base Prospectus is no longer valid.

By its acquisition ofthe notes, each noteholder (including each beneficial owner) acknowledges, agrees to be bound by and consents to the exercise
of any UK bail-inpower (as defined below) by the relevant UK resolution authority (as defined below) that may result in (i) the cancelation, write-down or
reduction ofall, or a portion, ofthe principal amountof, or interest on, the notes (including by variation ofthe notes) and/or (ii) any other modification of the
notes and/or (iii) the conversion ofall, or a portion, of the principal amount of; or interest on, the notes into our Core Capital Deferred Shares (* CCDS”) or our or
another person's shares or other securities or other obligations (including by variation ofthe notes) to give effect to the exercise by the relevant UK resolution
authority ofsuch UK bail-in power, and the rights ofthe holders ofthe notes will be subject to the provisions ofany UK bail-in powerwhich are expressed to
implement such a reduction, write-down, cancelation, modification or conversion. Each noteholder further acknowledges and agrees that the rights ofthe
noteholders are subject to, and will be varied, ifnecessary, so asto give effect to, the exercise by the relevant UK resolution authority ofsuch UK bail-in power
and/or to ensure the effectiveness and enforceability ofthe holders’ agreement with respect to the exercise of UK bail -in powers.

For purposes ofthenotes, a“ UK bail-in power” is any statutory power to effect a cancelation, write-down, reduction, modification and/or conversion
of a liability existing fromtime to time under any laws, regulations, rules or requirements relating to the resolution ofcredit insti tutions, investment firns and
certain banking group companies (including relevant parent undertakings, subsidiaries and/or affiliates) incorporated in the United Kingdomin effect and
applicable to theissuer or any member ofthe Group (as defined herein), including but not limited to the UK Banking Act 2009, as the same may be amended from
time to time (whether pursuantto the UK Financial Services (Banking Reform) Act 2013 or otherwise), and any laws, regulations, rules or requirements in the
United Kingdomwhich are adopted or enacted in order to implement Directive2014/59/EU ofthe European Parliamentand ofthe Council ofMay 15, 2014
establishing a framework for the recovery and resolution of creditinstitutions and investment firms and amending Council Directive 82/891/EEC, and Diredtives
2001/24/EC, 2002/47/EC, 2004/25/EC, 2005/56/EC, 2007/36/EC, 201 1/35/EU, 2012/30/EU and 2013/36/EU, and Regulations (EU) No 1093/2010 and (EU) No
648/2012, ofthe European Parliament and ofthe Council, as the same may be amended fromtime to time (the“ BRRD”), pursuant to which liabilities ofa credit
institution, investment firm, certain ofits parentundertakings and/or certain ofits affiliates can be canceled, written down, reduced, modified and/or converted
into shares or other securities or obligations ofthe issuer orany other person (and a reference to the “ relevant UK resolution authority” is to any authority with
the ability to exercise a UK bail-in power).

By purchasing the notes, each noteholder (including each beneficial owner) waives any and all claims against The Bank of New York Mellon, London
Branch, as trustee, for, agrees not to initiate a suit against the trustee in respect of, and agrees that the trustee will not be liable for, any action that the trustee takes,
or abstains fromtaking, in either casein accordance with the exerciseofthe UK bail -in power by the relevant UK resolution authority with respect to the notes.

The notes have not been and will not be registered under the U.S. Securities Act of 1933, as amended (the “ Securities Act™), orany state securities
laws, and we are only offering notes outside the United Statesto non-U.S. persons in reliance on Regulation S under the Securities Act (“ RegulationS”) and
within the United States to qualified institutional buyers (as defined in Rule 144A under the Securities Act (“ Rule 144A”)) inreliance on Rule 144 A or in other
transactions exempt fromregistration under the Securities Actand, ineach case, in compliance with applicable securities laws.

In the United Kingdom, this communication is directed only at persons who (i) have professional experience in matters relating to investments or (i)
are persons falling within Articles 49(2)a) to (d) (“highnet worth companies, unincorporated associations etc.”) ofthe Financial Services and Markets Act2000
(Financial Promotion) Order2005 (all such persons together being referred to as*relevant persons™). This communication mustnot be acted on or relied on by
persons who are notrelevant persons. Any investment orinvestment activity to which this communication relates is available only to relevant persons and will be
engaged inonly with relevant persons.

Each initial and subsequent purchaser ofa note will be deemed, by itsacceptance or purchase thereof, to have made certain acknowledgements,
representations and agreements intended to restrict the resaleor other transfer of such note, as described in this Base Prospectus, and, in connection therewith,
may be required to provide confirmation ofits compliance with such resale or other transfer restrictions in certain cases. See the section entitled “ Transfer
Restrictions” for a further description ofthese restrictions.

One or more Placement Agents may purchase notes, as principal, romus for resale to investorsand other purchasers at varying prices relating to
prevailing market prices as determined by any such Placement Agentat the time ofresaleor, ifso agreed, at a fixed offering price. We reserve the right to cancel
or modify the medium-termnote programdescribed in this Base P rospectus without notice. We, or a Placement Agent ifit solicitsan offer on an agency basis,
may reject any offer to purchase notes in whole or in part. For further information, see the section entitled* Plan of Distribution.”

The Placement Agents expect to deliver the notes in book-entry formonly through the facilities of The Depository Trust Company (“ DTC).
Beneficial interestsin the notes will be shown on, and transfers thereofwill be effected only through, records maintained by DTC and its participants, including
ClearstreamBanking, SA, and Euroclear Bank S.A/N.V.

The rating ofcertain seriesofnotes to be issued under the medium-termnote programdescribed inthis Base Prospectus may be specified in the
applicable Final Terms. Each of Moody's Investors Service Limited (“ Moody's”), S&P Global Ratings Europe Limited (“ S&P”) and Fitch Rating Ltd. (“ Fitch”)
is established in the European Union and is registered under Regulation (EC) No. 1060/2009 (as amended) (the* CRA Regulation”). As such, each of Moody's,
S&P and Fitch is induded in the list of credit rating agencies published by the European Securities and Markets Authority on its website in accordance with such
Regulation. Each ofMoody's, S&P and Fitchis included in the list ofcreditrating agencies published by the European Securities and Markets Authority onits
website in accordance with the CRA Regulation.

Amounts payable on Reset Notes and Floating Rate Notes will be calculated by reference to one of the Constant Maturity Treasury Rate, the
Commercial Paper Rate, the Eleventh District Cost of Funds Rate, EURIBOR, the Federal Funds Rate, LIBOR, SONIA, SOFR, the Prime Rate orthe Treasury
Rate as specified in the relevant Final Terms. The applicable Final Terms will indicate whet her ornot the benchmark is provided by an administrator included in
the register ofadministrators and benchmarks established and maintained by the European Securities and Markets Authority ("ESMA™) pursuant to Article 36 of



the Regulation (EU) No.2016/1011 (the “Benchmarks Regulation™). Transitional provisions in the Benchmarks Regulation may have the result that the
administrator ofa particular benchmark is not required to appearin the register of administrators and benchmarks at the date ofthe Final Terms. Such transitional
provisionsmay also applywheretheUK withdrawsfromthe EU without anytransitionalarrangements andtheEU does notrecogn ize,endorse or grant equivalence
status to UK benchmarks. The registration status of any administrator under the Benchmarks Regulation isa matter of public record and, save where required by
applicable law, we do not intend to update the Final Terms to reflectany change inthe registration status of theadministrator.
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NOTICE TO INVESTORS

We are furnishing this Base Prospectus in connection with an offering exempt from registration under
the Securities Act andapplicable state securities laws solely for the purpose of enabling a prospective investor to
consider thepurchase of thenotes. Delivery of this Base Prospectus to any personorany reproduction of this Base
Prospectus, in whole or in part, without our consent is prohibited. The information contained in this Base
Prospectus has been provided by us and other sources identified in this Base Prospectus. The source of third -party
information is identified where used. Any information provided by a third -party has beenaccurately reproduced
and as faras we are aware and are able to ascertain frominformation published by thatthird -party, no facts have
been omitted whichwould render the reproduced information inaccurate or misleading. The Placement Agents or
their respective representatives make no representation or warranty, express or implied, as to the accuracy or
completeness of the information contained in this Base Prospectus, nor regarding the legality ofany investment
in the notes. None ofthe information contained in this Base Prospectus is, or should be relied upon as, a promise
or representation by the Placement Agents. You should be aware that since the date of this Base Prospectus there
may have been changes in our affairs or otherwise that could affect the accuracy or completeness of the
information set forth in this Base Prospectus.

Other than in relation to the documents which are deemed to be incorporated by reference (see
“Documents Incorporated by Reference”), the information on the websites to which this Base Prospectus refers
does notformpart of this Base Prospectus and has not been scrutinized orapproved by the FCA.

The notes are subject to restrictions on transferability and resale and may not be transferred or resold
except as permitted under the Securities Act and applicable state securities laws pursuant to registration or
exemption from registration. You should be aware that you may be required to bear the financial risk of an
investment in the notes foran indefinite period of time.

You must comply with all applicable laws and regulations in force in any jurisdiction in connectionwith
the distribution of this Base Prospectus and theoffer orsale of the notes. If you decide to invest in the notes, you
and any subsequent purchaser will be deemed, by acceptance or purchase of a note, to have made certain
acknowledgements, representations and agreements to and with us and any applicable Placement Agent intended
to restrict the resale or other transfer of the note as described in this Base Prospectus. In addition, you and any
subsequent purchaser may be required to provide confirmation of compliance with resale or other transfer
restrictions in certain cases. See the section entitled “Transfer Restrictions” for more information on these
restrictions.

In making your decision whether to invest in the notes, you mustrely on your own examination of us
and the terms of this offering, including the merits and risks involved. You should not construe the contents of
this Base Prospectus as legal, business, financial advice or taxadvice. You should consult your own attomey,
businessadvisor, financial advisor or taxadvisor.

MiFID Il product governance/ targetmarket— The Final Terms in respect of any notes will include
a legend entitled “MiFID II Product Governance” which will outline the target market assessment in respect of
the notes and which channels for distribution of the notes are appropriate. Any person subsequently offering,
selling orrecommending the notes (a “distributor’) should take into consideration the target market assessment;
however, a distributor subject to MiFID Il is responsible for undertaking its own target market assessment in
respect of the notes (by either adopting or refining the target market assessment) and determining appropriate
distribution channels.

A determination will be made in relation to each issue of notes about whether, for the purpose of the
MiFID Product Governance rules under EU Delegated Directive 2017/593 (the “MiFID Product Governance
Rules”), any Placement A gentsubscribing for any notes is a manufacturer in respect of suchnotes, but otherwise
neitherthe Arranger northe Placement Agents norany of their respective affiliates will be a manufacturer for the
purpose ofthe MiFID Product Governance Rules.



IMPORTANT — EEA AND UK RETAIL INVESTORS - If the Final Terms in respect ofany notes
includes alegend entitled “Prohibitionofsales to EEA and UK retail investors”, the notes are not intended to be
offered, sold or otherwise made available to and should not be offered, sold or otherwise made available to any
retail investor in the European Economic Area (“EEA”) orin the United Kingdom (“UK”). Forthese purposes, a
retail investor meansa personwho is one (or more) of: (i) a retail client as definedin point (11) of Article 4(1) of
MIFID II; or (ii) a customer within the meaning of Directive (EU) 2016/97 (as amended or superseded, the
“Insurance Distribution Directive”), where that customer would notqualify as a professional client as defined
in point (10) of Article 4(1) of MiFID II; or (iii) nota qualified investoras 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 notes or otherwise making themavailable to retailinvestors in
the EEA or in the UK has been or will be prepared and therefore offering or selling the notes or otherwise making
themavailable to any retail investor in the EEA or in the UK may be unlawfulunderthePRIIPs Regulation.

This Base Prospectus has been prepared on the basis that if any notes are issued with a minimum
denomination ofless than €100,000 (or equivalent in another currency), such notes will (i) not be offered to the
public in any EEA Member State except pursuant toan exemption under Article 1(4) of the Prospectus Regulation
(and forthese purposes, references to the EEA include the United Kingdom) and (ii) only be admitted to trading
on an EEA regulated market (as defined in MiFID II) if such EEA regulated market or, if applicable, the specific
segment thereof on which the notes areadmitted totrading, can beaccessed only by qualified investors (as defined
in the Prospectus Regulation) (in which case suchnotes shallnot be offered or sold to non -qualified investors).

BENCHMARKS REGULATION - Interestand/or other amounts payable under the notes may be
calculated by reference to certain reference rates. Any such reference rate may constitute a benchmark for the
purposes of Benchmarks Regulation. Ifany such reference rate does constitute such a benchmark, the applicable
Final Terms will indicate whether ornot the benchmarkis provided by an administrator included in the register
of administrators and benchmarks established and maintained by the ESMA pursuantto Article 36 of Regulation
(EU) No. 2016/1011 (the “Benchmarks Regulation”). Transitional provisions in the Benchmarks Regulation
may have the result that the administrator of a particular benchmark is not required to appear in the register of
administrators and benchmarks at the date of the Final Terms. Such transitional provisions may also apply where
the UK withdraws fromthe EU without any transitional arrangements and the EU does not recognize, endorse or
grant equivalence status to UK benchmarks. The registration status of any administrator under the Benchmarks
Regulation is a matter of public record and, save where required by applicable law, the issuer does not intend to
updatethe Final Terms to reflect any changein the registration status of the administrator.

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

(i) have sufficient knowledge and experience to make a meaningful evaluation of the relevant
notes, the merits and risks of investing in the relevant notes and the information contained or
incorporated by reference in this Base Prospectus or any applicable supplement;

(i) have access to, and knowledge of, appropriate analyticaltools to evaluate, in the context of its
particular financial situation, an investment in the relevantnotes and the impactsuch investrent
will have on its overall investment portfolio;

(i) have sufficient financial resources and liquidity to bearall of the risks of an investment in the
relevant notes, including where principal or interest is payable in one or more currencies, or
where the currency forprincipal orinterest payments is different from the potential investor’s
currency;

(iv) understandthoroughly the terms of the relevant notes and be familiar with the behavior of any
relevant indices and financial markets; and



V) be able to evaluate (either alone or with the help of a financial advisor) possible scenarios for
economic, interestrate and other factors that may affectits investment and its ability to bear the
applicable risks.

Some notes are complexfinancial instruments and such instruments may be purchased 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 notes which are complex financial instruments unless it has the expertise
(either alone or with the help of a financial advisor) to evaluate how the notes will perform under changing
conditions, the resulting effects onthe value of such notes andthe impactthis investmentwill have onthe potential
investor’s overallinvestmentportfolio.

The notes have not beenapproved or disapproved by the U.S. Securities and Exchange Commission or
any state or foreign securities commission or any regulatory authority. The foregoing authorities have not
confirmed the accuracy or determined the adequacy of this Base Prospectus. Any representation tothe contrary is
a criminal offense.

You should direct any inquiries that you have relating to us, this Base Prospectus or the medium-term
note programdescribed in this Base Prospectus to the Placement Agents.

Nationwide Building Society accepts responsibility for the information contained in this Base
Prospectus, and to the best of its knowledge the information contained in this Base Prospectus is in accordance
with the facts and this Base Prospectus makes noomission likely to affect its import.

In connection with the issue of any tranche of notes, one or more relevant Placement Agents acting as
the stabilizing manager(s) (or persons acting on behalf of any stabilizing manager(s)) may over-allot notes or
effect transactions with a view to supporting the market price of the notes at a level higher than that which might
otherwise prevail. However, stabilization may not necessarily occur. Any stabilization action may begin on or
afterthe dateon which adequate public disclosure of the terms of the offer of the relevant tranche of notes is made
and, if begun, may ceaseat any time, but it must endno later thantheearlier of 30 days after the issue date of the
relevant tranche of notes and 60 days after the date of the allotment of the relevant tranche of notes. Any
stabilization action or over-allotment must be conducted by the relevant stabilizing manager(s) (or persons acting
on behalf ofany stabilizing manager(s)) in accordance with allapplicable laws and rules.



NOTICE TO CANADIAN INVESTORS

The notes may be sold only to purchasers in Canadapurchasing, or deemed to be purchasing, as principal
that are accredited investors, as defined in National Instrument 45-106 Prospectus Exemptions or subsection
73.3(1) of the Securities Act (Ontario), and are permitted clients, as defined in National Instrument 31-103
Registration Requirements, Exemptions and Ongoing Registrant Obligations. Any resale of the notes must be
made in accordance with an exemption from, or in a transaction not subject to, the prospectus requirements of
applicable securities laws.

Securities legislation in certain provinces or territories of Canada may provide a purchaser with remedies
forrescission or damages if this Base Prospectus or any applicable supplement (including any amendment thereto)
contains a misrepresentation, provided thatthe remedies for rescission or damages are exercised by the purchaser
within the time limit prescribed by the securities legislation of the purchaser’s province or territory. The purchaser
should refer to any applicable provisions of the securities legislation of the purchaser’s province or territory for
particulars of theserights or consult with a legal advisor.

Pursuant to section 3A.3 of National Instrument 33-105 Underwriting Conflicts (“NI 33-105"), the
Placement Agents are notrequired to comply with the disclosure requirements of NI 33-105 regarding underwriter
conflicts of interest in connectionwith this offering.

SINGAPORE: SECTION 309B(1)(C) NOTIFICATION

In connection with Section 309B of the Securities and Futures Act (Chapter 289) of Singapore, as
amended or modified from time to time (the “SFA”) and the Securities and Futures (Capital Markets Products)
Regulations 2018 of Singapore (the “CMP Regulations 2018”), we have determined, unless otherwise specified
before an offer of notes, and hereby notify all relevant persons (as defined in Section 309A(1) of the SFA), the
classification ofallthe notes tobe issued under themedium-termnote programdescribedin this Base Prospectus
as “prescribed capital markets products” (as defined in the CMP Regulations 2018) and Excluded Investment
Products (as defined in MAS Notice SFA 04-N12: Notice on the Sale of Investment Products and MAS Notice
FAA-N16: Notice on Recommendations on Investment Products).



FORWARD-LOOKING STATEMENTS

This Base Prospectus contains projections of some financial data and discloses plans and objectives for
the future. This forward-looking information, as defined in the United States Private Securities Litigation Reform
Act of 1995, reflects ourviews regarding future events and financial performance.

The words “believe,” “expect,” “anticipate,” “intend” and “plan” and similar expressions identify
forward-looking statements. We caution you not to place undue reliance on these forward -looking staterrents,
which in any eventspeak only as of the date of this Base Prospectus. We undertake no obligation to publicly
update or revise any forward-looking statements, whether as a result of new information, future events or
otherwise. The risk factors beginning on page 22 of this Base Prospectus and many other factors could cause
actualevents and results to differ materially from historical results or those anticipated. See the sections entitled
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” and “Description of
Business.”

PRIVATE PLACEMENT OF MEDIUM-TERM NOTES

We have appointed Barclays Capital Inc., BofA Securities, Inc., Citigroup Global Markets Inc., Credit
Suisse Securities (USA) LLC, Deutsche Bank Securities Inc., HSBC Securities (USA) Inc., J.P. Morgan Securities
LLC, Morgan Stanley & Co. LLC, NatWest Markets Securities Inc., UBS Securities LLC and Wells Fargo
Securities, LLC as Placement Agents for the offering, fromtime to time, ofthe notes. Wewill limit the aggregate
principalamount of the notes to $20,000,000,000, or the equivalent of thatamountin oneor more other currencies
or composite currencies, outstanding at any time, subject to increase without the consent of the holders of the
notes. We havenotregistered, and will not register, thenotes under the Securities Actand purchasers of the notes
may not offeror sell themin the United States orto, or for the account or benefit of, U.S. persons as definedin
Regulation Sexceptpursuanttoan exemptionfrom, orin a transaction not subject to, the registration requirements
ofthe Securities Act. Thenotes will be offered in the United States only to qualified institutional buyers, as defined
in Rule 144A, in transactions exempt fromregistration under the Securities Act. Thenotes may be offered outside
the United States to non-U.S. persons in accordance with Regulation S. We hereby notify youthat the sellers of
the notes, other thanourselves, may be relying ontheexemption fromthe provisions of Section 5o fthe Securities
Act provided by Rule 144A.

You may not transfer notes sold in the United States, exceptin accordance with the restrictions described
under the section entitled “Transfer Restrictions” of this Base Prospectus. We will deem each purchaser of the
notes in the United States to have made the representations and agreements contained in this Base Prospectus.

We may issue additional notes of any series having identical terms to that of the original notes of that
series butforthe original issuediscount (ifany), the first interest payment date, the first interestaccrual date, and
the offering price. The period of the resale restrictions applicable to any notes previously offered and sold in
reliance on Rule 144A shall automatically be extended to the last day of the period of any resale restrictions
imposed on any suchadditional notes.

We will furnish each initial purchaser of the notes with a copy of this Base Prospectus and each applicable
amendment and supplement, including the Final Terms to the Base Prospectus describing the terms related to that
series ofthe medium-termnotes. Unless the context otherwise requires, references to the Base Prospectus include
this Base Prospectus, together with any amendment and supplements applicable to a particular series of the notes.



ENFORCEMENT OF CIVIL LIABILITIES

We are a building society incorporated under the laws of England and Wales. All of our directors and
some of the experts named in this Base Prospectus reside outside the United States. All ora substantial portion of
our assets and the assets of these individuals are located outside the United States. As a result, it may not be
possible for you to effect service of process within the United States upon these individuals or upon us or to
enforce against them judgments obtained in U.S. courts based upon the civil liability provisions of the U.S.
securities laws. Our English solicitors, Allen & Overy LLP, have advised us that there is also doubt as to the
enforceability in the United Kingdomin original actions or in actions for the enforcement of judgments of U.S.
courts predicated upon the civil liability provisions of the U.S. securities laws. In addition, awards of punitive
damages in actions broughtin the United States or elsewhere may be unenforceable in the United Kingdom.

DOCUMENTS INCORPORATED BY REFERENCE

The following documents have previously been published or are published simultaneously with this Base
Prospectus andshall be deemed to be incorporated in, and formpart of, this Base Prospectus:

® ouraudited consolidated financial statements as of and for theyear ended April 4, 2020 and the
auditors’ report thereon (contained on pages 220to 319 (inclusive) of ourannual report for the
yearended April 4, 2020);

) ouraudited consolidated financial statements as of and for the year ended April 4,2019 and the
auditors’ report thereon (contained on pages 165to 247 (inclusive) of ourannual report for the
yearended April 4, 2019);

(3 ouraudited consolidated financial statements as of and for the year ended April 4, 2018 and the

auditors’ report thereon (contained on pages 159to 231 (inclusive) of ourannual report for the
yearended April 4, 2018); and

4 the Terms and Conditions of the Notes (previously the Description of the Notes) contained in
the previous base prospectuses dated June 25, 2009, pages 102-130 (inclusive), July 1, 2010,
pages 126-154 (inclusive), December 19, 2014, pages 191-220 (inclusive), July 6, 2015, pages
164-198 (inclusive), June 23, 2016, pages 156-191, June 30, 2017, pages 170-205 (inclusive),
December 20, 2017, pages 218-263 (inclusive), June 26, 2018, pages 193-242 (inclusive),
December 18, 2018, pages 216-266 (inclusive), June 25, 2019, pages 201-253 (inclusive) and
December 20, 2019, pages 216-268 (inclusive);

in each case prepared by us in connection with the program and available at
https://www.nationwide.co.uk/about/investor-relations/funding-prog rammes/us-mtn-programme.

Any further information incorporated by reference intothe documents indicated in (1) — (4) above does
not form part ofthis Base Prospectus.

Following the publicationofthis Base Prospectus a supplementmay be prepared by us and approved by
the FCA in accordance with Article 23 of the Prospectus Regulation. Statements contained in any such supplerrent
(or contained in any document incorporated by reference therein) shall, to the extent applicable (whether
expressly, by implication or otherwise), be deemed to supersede statements contained in this Base Prospectus or
in a document which is incorporated by reference in this Base Prospectus.

We will, in the eventofany significantnew factor, material mistake or inaccuracy relating to information
included orincorporated by reference in this Base Prospectus which is capable of affecting the assessment of any
notes, prepare asupplement to this Base Prospectus or publish a new prospectus for use in connection with any
subsequent issue of notes.


https://www.nationwide.co.uk/about/investor-relations/funding-programmes/us-mtn-programme

The table below sets out the relevant page references for our audited consolidated financial statements
for the years ended April 4, 2020, 2019 and 2018 and the auditors’ reports thereon.

Audited consolidated annual financial statements as of and for the year ended April 4,2020

Independent Auditors” REPOTt ........ccovvvrueueiiniricciirnieesreee s Pages 220-232
INCOME STALEMENTS .....vcviviiieirieierereeere s Page 233
Statements 0f COMPrenensive iNCOME .........ccvvieeirnneeiee e Page 234
BalanCe SNEETS. ... Page 235
Statements of movements in members’ interests and equity.................... Page 236-237
Cash oW STAtEMENTS.......covierrrce e Page 238
Notes to the consolidated annual financial statements.........c.cococceeevneneee Page 239-319

Audited consolidated annual financial statements as ofand for the year ended April 4,2019

Independent Auditors” REPOIT .......c.cuvveveiiieieiciricceeeee s Pages 166-174
INCOME STALEMENTS ......cvvieieiieieieicieee s Pages 175
Statements of COMPrehenSiVEINCOME .......ccccvvveesieseee s Pages 176
BalanCe SNEETS......cccueeiririe e Pages 177
Statements of movements in members’ interests and equity ..........c.coce.e.. Pages 178-179
Cash oW STAtEMENTS.......cvvveeerrree e Pages 180
Notes to the consolidated annual financial statements.........c.c.cocoeeevereneee. Pages 181-247

Audited consolidated annual financial statements as of and for the year ended April 4,2018

Independent Auditors” REPOIt .....c.cveveviviiiicieiiiiieee e Pages 159-167
INCOME STALEMENL......c.eviiiiiiiiiiei et Page 168
Statement of COMPrehenSIVEINCOME..........cccvvvecierrerece s Page 169
BalanCe SNEEL ..o s Page 170
Group statement of movements in members’ interests and equity ........... Page 171
Society statement of movements in members’ interests and equity.......... Page 172
Cash FloW STAtEMENT......c.ccvieercee e Page 173
Notes to the consolidated annual financial statements.........c.ccocceeevneneee. Pages 174-231

Any non-incorporated parts ofa document referred to herein are either deemed not relevant for an investor or
are otherwise covered elsewhere in this Base Prospectus.
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PRESENTATION OF FINANCIAL INFORMATION

The financialinformation included in this Base Prospectus as of and for the years ended April 4, 2020,
2019 and 2018 has beenextracted fromouraudited consolidated financial statements prepared in accordance with
the International Financial Reporting Standards (“IFRS”) issued by the International Accounting Standards
Board, as adopted by the European Commission foruse in the European Union (“EU”).

The consolidated financial statements as of and for the year ended April 4, 2020 have been audited by
Ernst & Young LLP, independentauditors, as stated in their reportincorporated by reference herein.

The consolidated financial statements as of and for the years ended April 4, 2019 and 2018 have been
audited by PricewaterhouseCoopers LLP, independent auditors, as stated in their reports incorporated by reference
herein.

Certain amounts havebeenrestatedin respect ofthe yearended April 4, 2019 to reflect the adoption on
April 5, 2019 of accounting standard, IAS 12 “Income Taxes”, as further described in note 1 to the audited
consolidated financial statements as of and for the year ended April 4, 2020, which largely impacts our inconme
statement and members’ interests and equity. As a result, comparability between such information for the year
ended April 4,2018, which has notbeenrestated toreflect the newaccounting standard, and such information for
the years ended April 4, 2019 and 2020, which do reflect the newaccounting standard, is therefore affected.

The presentationofthe cash flow statement involves judgment by management as to the categorization
of different transactions between operating, financing and investing activities in a manner which is most
appropriate to the business. To provide a better representation of our cash flows from operating, investing and
financing activities, a number of reclassifications and adjustments have been made to such information for the
yearended April 4,2019, as further described in note 1to the audited consolidated financial statements as of and
for the yearended April 4, 2020. As a result, comparability between such information for the year ended April 4,
2018, which has not been reclassified and adjusted, and such information for the years ended April 4, 2019 and
2020, which has been reclassified and adjusted, is therefore affected. These changes had no impact on our net
assets ormembers’ interests and equity at April 4, 2019.

We have made rounding adjustments to reach some of the figures included in this Base Prospectus.
Accordingly, numerical figures shownas totals in some tables may notbe anarithmetic aggregation of the figures
that preceded them.

Unless otherwise indicated, all references in this Base Prospectus to “pounds sterling,” “sterling” and
“£” are to the lawful currency ofthe United Kingdom, all references to““U.S. dollars,” “dollars,” “USD” and “$”
are to the lawful currency of the United States, all references to “Canadian dollars” or “C$” are to the lawful
currency of Canada and all references to “euro,” “BUR” or “€” are to the single currency of the participating
Member States of the European and Monetary Union of the Treaty Establishing the European Community, as
amended fromtime to time.

Alternative performance measures and other non-IFRS financial information
Alternative performance measures

This Base Prospectus includes certain financial information which has not been prepared in accordance
with IFRS and which also constitutes Alternative Performance Measures (“APMSs”) as defined in the European
Securities and Markets Authority Guidelines on Alternative Performance Measures. Certain APMs are discussed
belowunder “—Underlying profitbefore tax” and are also identified under “—Selected ratios and other financial
data” in “Selected Consolidated Financial and Operating Information” and in “Selected Statistical Information”.
None ofthis financial information is subject to any audit or review by independent auditors.

APMs are not a measure of financial performance under IFRS and should not be considered in isolation
oras asubstitute for operating profit, cash flow fromoperating activities or other financial measures of our results
of operations or liquidity computed in accordance with IFRS. Other companies, including those in financial

11



services industry, may calculate the APMs presented differently from Nationwide. As all companies do not
calculate these APMs in the same manner, our presentation of the APMs may not be comparable to other similarly
titled APMs presented by other companies.

Underlying profit before tax

Certain sections of this Base Prospectus, including “Selected Consolidated Financial and Operating
Information”andin “Selected Statistical Information” and “Management ’s Discussion and Analysis of Financial
Condition and Results of Operations”, discuss underlying profit before tax, which is not a measure of financial
performance under IFRS and which is an APM. In determining underlying profit before tax, we adjust reported
profit before tax for certain items which we regard as subject to one-off volatility or as otherwise not being
reflective of our ongoing business activities. These items are the costs of the Financial Services Compensation
Scheme (the “FSCS”), bank levy charges and transformation costs (each of which is added back to reported
underlying profit before tax) and losses or gains fromderivatives and hedge accounting (which are respectively
added to or deducted from reported underlying profit before tax). Accordingly, the purpose of disclosing
underlying profit before taxis to present our view of our underlying performance with like for like comparisons
of performance across each financial year. However, underlying profit before taxis not a measure of financil
performance under IFRS and should not be considered in isolation or as a substitute for operating profit, cash flow
from operating activities or other financial measures of our results of operations or liquidity computed in
accordancewith IFRS. Other companies, including those in our industry, may also calculate underlying financial
performance measures differently from Nationwide. As all companies do not calculate these financial measures
in the same manner, our presentation ofsuch financial measures may not be comparable to other similarly titled
measures of other companies.

The following table sets outa reconciliation of reported profit before taxto underlying profit before tax
for the three years ended April 4, 2020, 2019 and 2018.

Underlying and statutory results For the year ended April 4,

2020 2019 2018

(£ million)
Net interestincome®............cocovvveercecisevseeiesiennns 2,810 2,915 3,004
Net otherincome® ..., 236 255 128
Total underlying iNnCoOMe..........cccovvveeessseeieieens 3,046 3,170 3,132
Underlying administrative eXpenses ..........cccevreneees (2,312) (2,254) (2,024)
IMPAIrMENT I0SSES .....cviviieireeie e (209) (113) (105)
Underlying provisions for liabilities ......................... (56) (15 (26)
Underlying profit before taX........cccooevvvveieicicnnnnn. 469 788 977
Financial Services Compensation Scheme (FSCS)®
4 9 1

Gains/(losses) fromderivatives and hedgeaccounting®
...................................................................................... (7) 36 (1)
Statutory profit before tax..........cocoeevvveevnninnnnn, 466 833 977
TaXAtION®....ooonvveiier e (101) (197) (232)
Profitafter tax®.............cooovvveerverriensiessses s, 365 636 745

Notes:

@) The opportunity has been take to reclassify certain items previously included within net interest income to reflect better the nature
of the transactions. As a result, gains and losses recognized on the disposal of investment securities classified as FVOCI (2018:
available for sale) are now presented within net other income.

) Within statutory profit:

. FSCS costs arising from institutional failures are included within provisions for liabilities and charges.
. Gains from derivatives and hedge accounting are presented separately within total income.
3) Although we only use derivatives to hedge market risks, income statement volatility can still arise due to hedge accounting

ineffectiveness or because hedge accounting is either not applied or is not achievable. This volatility is largely attributable to
accounting rules which do not fully reflect the economic reality of the hedging strategy.
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4) Comparatives have been restated for the change in treatment of taxation relating to distributions on Additional Tier1 instruments
as detailed in note 1 to thefinancial statements.

Net interestmargin

Net interest margin is nota measure of financial performance under IFRS. In determining net interest
margin, we divide our net interest income for each financial year (as shown in its consolidated annual financial
statements) by its weighted averagetotal assets. Weighted average total assets are calculated by taking the average
of closing monthly total assets over the financial year. We believe that net interest margin is an important
supplemental measure of its operating performance and believes that it may be used by securities analysts,
investors and other interested parties in the evaluation of our performance in comparison with other building
societies and financial institutions. However, net interestmargin is not a measure of financial performance under
IFRS and should not be considered in isolation or as a substitute for operating profit, cash flow from operating
activities or other financial measures of our results of operations or liquidity computed in accordance with IFRS.
Other financial institutions may calculate net interest margin differently fromNationwideand our presentation of
net interestmargin may not be comparable to other similarly titled measures of other financial institutions.

The following table sets out the calculation of our net interestmargin for the three years ended April 4,
2020, 2019, and 2018.

For the year ended April 4,

2020 2019 2018
(£ million, exceptpercentages)
Net intereStinCOME........ccvvvvvrrcscesee e 2,810 2,915 3,004
Weighted average total aSSets............ccoevereereerrennnes 248,549 238,368 230,081
Net interestmargin........ccccooveeeennccieesseseeeeens 1.13% 1.22% 1.31%

Other APMs

The other APMs included in this documentare certainratios set out in “Selected Consolidated Financial
and Operating Information” under the heading “Selected ratios and other financial data”. Each ratio that
constitutes an APM is identified as such in that section. These ratios have beenincluded in this Base Prospectus
because we consider themto be important supplemental measures of our operating performance and financial
position and believe that they may be used by securities analysts, investors and other interested parties in the
evaluationof our performance in comparisonwith other building societies and financial institutions.

Other non-1FRS financial information
Capital and leverage ratios

This Base Prospectus includes references to capital and leverage ratios applied under the Capital
Requirements Directive (2013/36/EU) (“CRD”), which together with the Capital Requirements Regulation
(575/2013) (“CRR”, and together with the CRD, “CRD IV”), implements the Basel III reforms developed in
response to the global financial crisis in the European Union, and by the Prudential Regulation Authority (the
“PRA”). These ratios measure our capital adequacy and financial strength, respectively. The capital ratios
comprise:

) the Common Equity Tier 1 capitalratio (“CET1 ratio”), which expresses Common Equity Tier
1 (“CET1”) capital as a percentage of risk weighted assets (“RWAs”). CET1 capital is the
highestformof capital defined in the CRRand comprises accumulated reserves and qualifying
instruments after regulatory deductions. RWAs represent the value of assets as adjusted in
accordancewith the CRRto reflect the degree of risk that they represent;
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) the tier 1 capital ratio, which expresses total tier 1 capital as a percentage of RWAs. Tier 1
capital comprises CET1 capital and additional tier 1 (“AT1”) capital instruments (which are
instruments meeting defined criteria under the CRR, including that they convert to CET1 or
their principal is written down on the occurrence ofatriggerevent); and

) the total capital ratio, which expresses total regulatory capital (which is capital defined under
applicable regulations less required adjustments and deductions) as a percentage of RW As.

Each of thesecapital ratios has beenreportedin this documentona CRD IV end point basis.

The leverage ratios measure tier 1 capitalas a proportion of exposures onanon-risk weighted basis and
comprise:

o the CRRleverage ratio (which measures exposures as the sumof (i) on-balance sheet exposures,
adjusted for derivatives and securities financing exposures, and (ii) off-balance sheet itens);
and

o the UK leverage ratio (which is calculated in this document as at April 4, 2018, as at April 4,

2019, and as at April 4, 2020 on the basis of measurement announced by the PRA in October
2017, which is the same as that used in the CRR leverage ratio save that the exposure measure
excludes eligible centralbank reserves).

Although the capital and leverage ratios and measures included in this Base Prospectus are not IFRS
measures, we believe that they are important to understanding the background of, and rationale for, the offer as
well as our capitaland leverage position.

None ofthe capital and leverageratios and measures included in this Base Prospectus are APMs.

WHERE YOU CAN FIND MORE INFORMATION

Ouraudited consolidated financial statements are incorporated by referencein this Base Prospectus. We
will not distribute these financial statements to holders of notes, but they are available on our website at
https://www.nationwide.co.uk/about/investor-relations/funding-programmes/us-mtn-programme.

As ofthe date of this Base Prospectus, we donot file reports or other information withthe U.S. Securities
and Exchange Commission. To preserve the exemption for resale and other transfers under Rule 144A, we have
agreed to furnishthe information required pursuant to Rule 144A(d)(4) of the Securities Act ifa holder of notes,
or aprospective purchaser specified by a holder of notes, requests such information. Wewill continue to provide
such information forso long as we are neither subjectto the reporting requirements of Section 13 or 15(d) of the
U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”) nor exempt from such reporting
requirements pursuant to Rule 12g3-2(b) of the Exchange Act.
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OVERVIEW

This overview highlights important information regarding, but is not a complete description of, our
medium-term note program. We urge you to read the remainder of this Base Prospectus where we set out a
description of our medium-term note program in more detail. You should also review the applicable Final
Terms for additional information aboutthe particular series of notes that you are considering purchasing. The
following overview does not purport to be complete and is taken from, and is qualified in itsentirety by, the
remainder of this Base Prospectus and, in relation to the terms and conditions of any particular tranche of
notes, the applicable Final Terms.

We may offer senior preferred notes, senior non-preferred notes or subordinated notes under the
medium-termnote program described in this Base Prospectus, depending on the terms ofthe applicable Final
Terms for each series. In this Base Prospectus, whenwe referto “notes” we mean any senior preferred notes,
senior non-preferred notes or subordinated notes that we may issue under the medium-term note program
described in this Base Prospectus, unless it is clear from the context that we mean otherwise. References to
“we,” “us,” “our,” “Nationwide, ” “the Group ” or “the Society, ” mean Nationwide Building Society and its
subsidiaries, all ofwhich are consolidated, unless the context otherwiserequires.

2 FINNT

ISSUET .ottt Nationwide Building Society. We are a building socity
incorporated in England and Wales under the Building Societies Act
1986 (as amended) of the United Kingdom (the “UK Building
Societies Act”). Our core business is providing personal financial
services, including residential mortgage loans, retail savings,
general banking services, personal investment products, personal
secured and unsecured lending and insurance. We operate through
an integrated and diversified distribution network, including
branches, automatic telling machines (the “ATMs”), call centels,
mail and the internet. We have over 16 million members and
customers.

As abuildingsociety, we are a mutual organization managed for the
benefit of our “members,” who are primarily retail savings
customers and residential mortgage customers.

Issuer Legal Entity Identifier (LEI) . 549300XFX12G42QIKN82

Website ofthe ISSuer: ... https://www.nationwide.co.uk/

The information on https://www.nationwide.co.uk/ does not form
part of this Base Prospectus, except where that information has
otherwise expressly been incorporated by reference into this Base
Prospectus.

Placement Agents.........ccovvveernens Barclays Capital Inc.
BofA Securities, Inc.
Citigroup Global Markets Inc.
Credit Suisse Securities (USA) LLC
Deutsche Bank Securities Inc.
HSBC Securities (USA) Inc.
J.P. Morgan Securities LLC
Morgan Stanley & Co. LLC
NatWest Markets Securities Inc.
UBS Securities LLC
Wells Fargo Securities, LLC

TIUSEEE .o The Bank of New York Mellon, London Branch (the “Trustee”).
We entered into an indenture with the Trustee relating to the notes
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ProgramsSize.......cocovveennencineninnns

CUITENCIES v

ISSUanNCe iN SEries.......oocvvvervveernreene,

Ranking of Senior Preferred Notes .

Ranking of Senior Non-Preferred Notes

on December 19,2017 (as supplementedand amended fromtime to
time, the “Indenture”).

We may issue up to $20,000,000,000, or the equivalent of that
amount in one or more other currencies or composite currencies,
outstanding at any time. We may increase the programsize from
time to time without theconsent oftheholders ofthe notes.

Subject to any applicable legal or regulatory restrictions, we may
issue notes in any currency as we may agree with the relevant
Placement Agent.

We will issue senior preferred notes, senior non-preferred notes and
subordinated notes in series underan indenture. Within each series,
we may issue tranches of notes subjectto terms identical to those of
othertranches in that series, except that the issue date, the issue price
and the amountofthe first payment of interest may vary.

The senior preferred notes will constitute our direct, unconditional,
unsubordinated and, subjectto the provisions set forth in the section
entitled “Terms and Conditions of the Notes — Negative Pledge”,
unsecured obligations without any preference among themselves
and will rank, subject to the provisions set forth in the section
entitled “Terms and Conditions of the Notes — Negative Pledge”,
equally among themselves, junior to obligations required to be
preferred by law (which includes certain member share accounts
which are given preferential status by law) and at least equally with
all other Ordinary Non-Preferential Debts of the Issuer.

Accordingly, subject to the Insolvency Act (and any other Ranking
Legislation), the senior preferred notes will (for so long as they are
not secured pursuant to the provisions setforth in the section entitled
“Termsand Conditions ofthe Notes — Negative Pledge”) formpart
of the class of Ordinary Non-Preferential Debts of the Issuer under
the Insolvency Act (andany other Ranking Legis lation).

As usedherein:

“Hierarchy Order” means The Banks and Building Societies
(Priorities on Insolvency) Order 2018;

“Insolvency Act” means theInsolvency Act 1986, as amended from
time to time (including by the Hierarchy Order);

“Ordinary Non-Preferential Debts” means ‘ordinary non-
preferential debts’ as defined in Section 387A(3)(a) of the
Insolvency Act(or, as the case may be, in therelevantsectionof any
other Ranking Legislation);and

“Ranking Legislation” means the Insolvency Act, the Hierarchy
Orderand, ifand to the extentapplicable tothe Issuer, any other law
or regulationwhich is amended by the Hierarchy Order.

The seniornon-preferred notes may only be issued upontems such
that they (A) have an original contractual maturity of at least one
year, and (B) are not derivatives and contain no embedded
derivatives for the purposes of Section 387A(3)(b)(ii) of the
Insolvency Act (and the relevant section of any other Ranking
Legislation).

The senior non-preferred notes will constitute our direct and
unsecured obligations and, subject to the Insolvency Act (and any
other Ranking Legislation), will constitute Secondary Non-
Preferential Debts under the Insolvency Act (and any other Ranking
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Ranking of Subordinated Notes.......

Issue Price.............

Maturities..............

Redemption at Maturity ...........c.......

Early Redemption

Legislation) ranking pari passu and without any preference anmong
themselves.

Accordingly, subject to the Insolvency Act (and any other Ranking
Legislation), claims in respect of principal, interest and any other
amount (including, without limitation, any damages awarded for
breach of our obligations) in respect of the senior non-prefered
notes will, in the event of ourwinding up or dissolution (subject as
otherwise provided in an Excluded Dissolution), rank as provided
for Secondary Non-Preferential Debts in the Insolvency Act (@nd
any other Ranking Legislation), as further described in “Terms and
Conditions of the Notes—Status and ranking of senior non-
preferred notes”.

As used herein, “Secondary Non-Preferential Debts” means
‘secondary non-preferential debts’ as defined in Section 387A(3)(b)
ofthe Insolvency Act (or, as the case may be, in therelevantsection
of any other Ranking Legislation).

The subordinated notes will constitute our direct, subordinated and
unsecured obligations and will rank pari passu and without any
preference amongthemselves.

Accordingly, subject to the Insolvency Act (and any other Ranking
Legislation), the subordinated notes will form part of the class of
Tertiary Non-Preferential Debts underthe Insolvency Act (and any
other Ranking Legislation), and claims in respect of principal,
interest and any other amount (including, without limitation, any
damages awarded for breach of our obligations) in respect of the
subordinated notes will, in the event of our winding up or
dissolution (subject as otherwise provided in an Excluded
Dissolution), be subordinated in the manner provided in “Terms and
Conditions ofthe Notes—Status and subordination of subordinated
notes”.

As used herein, “Tertiary Non-Preferential Debts” means
‘tertiary non-preferential debts’ as defined in Section 387A(3)(c) of
the Insolvency Act (or, as the case may be, in therelevantsection of
any other Ranking Legislation).

We may offer notes at par or at a premium or discount to par as
specified in the applicable Final Terms.

The notes will mature in twelve months or longer as specified in the
applicable Final Terms.

Subject to any purchase or early redemption, the notes will be
redeemed at par on the maturity date.

We are permitted to redeemthe notes prior to maturity for taxation
reasons and as specified in the applicable Final Terms. We are ako
permitted to redeemsubordinated notes in the event thatthey cease,
in full or in part (as specified in the applicable Final Terms), to
qualify towards meetingour Tier 2 capital resources. Ifso specified
in the applicable Final Terms, we are also permitted to redeem
seniornon-preferred notes in the event that they are excluded, in full
or in part (as specified in the applicable Final Terms), from our
minimum requirements (whether on an individual or consolidated
basis) for (A) own funds and eligible liabilities and/or (B) loss
absorbing capacity instruments. Additionally, the applicable Final
Terms may provide that the notes ofaseries are redeemable at our
option and/or the option ofthe holder.
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Substitution and Variation in respectof  If so specified in the applicable Final Terms, upon the occurrence

Senior Non-Preferred Notes............. of a Loss Absorption Disqualification Event we may, subject to
certain conditions butwithoutthe consent of the noteholders, either
substitute all (butnot some only) of the relevant series of senior non-
preferred notes for, or vary the terms of the relevantseries of senior
non-preferred notes so that they remain or, as appropriate, becorre,
Loss Absorption Compliant Notes.

Agreement with Respect to the By its acquisition of the notes, each noteholder (including each

Exercise of UK Bail-in Power.......... beneficial owner) acknowledges, agrees to be bound by and
consents to the exercise of any UK bail-in power (as defined below)
by the relevant UK resolution authority (as defined below) that may
result in (i) the cancelation, write-down or reduction of all, or a
portion, of the principal amount of, or interest on, the notes
(including by variation of the notes) and/or (ii) any other
modification of the notes and/or (iii) the conversion of all, or a
portion, ofthe principalamount of, orintereston, thenotes into our
Core Capital Deferred Shares (the “CCDS”) or our or another
person's shares or other securities or other obligations (including by
variation of the notes) to give effect to the exercise by the relevant
UK resolutionauthority of such UK bail-in power, and the rights of
the holders ofthe notes will be subject to the provisions of any UK
bail-in power which are expressed to implement such a reduction,
write-down, cancelation, modification or conversion. Each
noteholder further acknowledges and agrees that the rights of the
noteholders are subject to, and will be varied, if necessary, so asto
give effect to, the exercise by the relevant UK resolution authority
of such UK bail-in power and/or to ensure the effectiveness and
enforceability ofthe holders’ agreement with respect to the exercise
of UK bail-in powers.

For purposes of the notes, a “UK bail-in power” is any statutory
power to effect a cancelation, write-down, reduction, modification
and/or conversion of a liability existing fromtime to time under any
laws, regulations, rules or requirements relating to the resolution of
credit institutions, investment firms and certain banking group
companies (including relevant parent undertakings, subsidiaries
and/or affiliates) incorporated in the United Kingdomin effect and
applicable to the issuer or any member of the Group (as defined
herein), including but not limited to the UK Banking Act 2009, as
the same may be amended from time to time (whether pursuant to
the UK Financial Services (Banking Reform) Act 2013 or
otherwise), and any laws, regulations, rules or requirements in the
United Kingdom which are adopted or enacted in order to
implement Directive 2014/59/EU of the European Parliament and
of the Council of May 15, 2014 establishing a framework for the
recovery and resolution of credit institutions and investment firns
and amending Council Directive 82/891/EEC, and Directives
2001/24/EC, 2002/47/EC, 2004/25/EC, 2005/56/EC, 2007/36/EC,
2011/35/EU, 2012/30/EU and 2013/36/EU, and Regulations (EU)
No 1093/2010 and (EU) No 648/2012, of the European Parliament
and ofthe Council, as the same may be amended fromtime to time
(the “BRRD”), pursuant to which liabilities of a credit institution,
investment firm, certain of its parent undertakings and/or certain of
its affiliates can be canceled, written down, reduced, modified
and/or converted intoshares or other securities or obligations of ours
or any otherperson (anda reference to the “relevant UK resolution
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Repayment of principal and paymentof

interest after exercise of UK bail-in

Interest..

Reset NOtesS ...

Benchmarkdiscontinuation..............

Interest Payments..........oocevereeeernnes

Denominations..........ceevveveevvevsieeene

Taxation

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

No repayment of the principal amount of the notes or payment of
interest onthe notes willbecome due and payable after the exercise
of any UK bail-in power by the relevant UK resolution authority
unless, at the time that suchrepaymentor payment, respectively, is
scheduled to become due, such repayment or payment would be
permitted to be made by us after the exercise of such UK bail-in
power.

Interest may accrue at a fixed rate or a floating rate. The floating
rate may be determined by referenceto a base rate, such as LIBOR,
SOFR or SONIA, as we agree with the purchaser and describe in
the applicable Final Terms.

Interestonresetnotes will be payable in arrear onthe dates specified
in the Final Terms at the initial rate specified in the Final Terms,
and thereafter the rate may be reset with respect to a specified time
period by reference to the Reset Reference Rate as described in
“Terms and Conditions ofthe Notes—Interest—Reset Notes”. Therate
of interestmay be reset onmore than one occasion.

If so specified in the applicable Final Terms, then in the event that
a Benchmark Event occurs, such that any rate of interest (or any
component part thereof) cannot be determined by reference to the
original benchmark or screen rate (as applicable) specified in the
applicable Final Terms, then we may (subject to certain conditions)
be permitted to substitute such benchmark and/or screen rate (as
applicable) with a successor, replacementor alternative benchmark
and/orscreen rate (with consequent amendment to the terms of the
notes and the application of an adjustment spread (which could be
positive, negative or zero)) — see “Terms and Conditions of the
Notes—Interest—Benchmark discontinuation”.

We may pay interestmonthly, quarterly, semi-annually, annually or
atsuch other intervals as we describe in the applicable Final Terms.

We will issue the senior preferred notes and senior non-preferred
notes in minimum denominations of $200,000 and the subordinated
notes in minimum denominations of $250,000 or, in each case, in
integral multiples of $1,000 in excess of these minimum
denominations, or the equivalent of these amounts in other
currencies or compositecurrencies, and in any other denominations
in excess of the minimum denominations as we specify in the
applicable Final Terms.

All payments in respectof the notes will be made without deduction
for or on accountof United Kingdomwithholding taxes, unless the
withholding is required by law. In that event, we will (subjectto
certain exceptions as described in “Terms and Conditions of the
Notes—Payment of additional amounts”) pay such additional
amounts:

0) in the case of (A) all senior preferred notes and (B) each
series of senior non-preferred notes unless the applicable
Final Terms expressly specifies “Senior Non-Preferred
Notes: Gross-up of principal”as not applicable, in respect
of interestor principal; or
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Governing Law...........ccceeverinneee.

Sales and Transfer Restrictions

(i) in the case of (A) all subordinated notes and (B) each series
of senior non-preferred notes for which the applicable
Final Terms expressly specifies “Senior Non-Preferred
Notes: Gross-up of principal”as not applicable, in respect
of interestonly,

as will result in the holder of any notes receiving such amounts as
they would have received in respect of the notes had no such
withholding beenrequired.

For the avoidance of doubt, in the case of subordinated notes and
any senior non-preferred notes under (ii) above, we will not pay any
additional amounts in respect of principal (including premium and
other payments akin to principal, as more fully described herein).
As described in “Terms and Conditions of the Notes—Events of
Default—Senior Preferred Notes and Unrestricted Default Senior
Non-Preferred Notes” and “Terms and Conditions of the Notes—
Events of Default—Subordinated Notes and Restricted Default
Senior Non-Preferred Notes™.

The rating of certain series of notesto be issued under the program
may be specified in the applicable Final Terms.

Notes of a series will initially be represented by a global note or
global notes in fully registered form (“Global Notes”). Notes
offered in the United States to qualified institutional buyers in
reliance on Rule 144A will be represented by one or more U.S.
global notes (“U.S. Global Notes”) and notes offered outside the
United States in reliance on Regulation Swill be represented by one
ormore international globalnotes (“International Global Notes”).

The Global Notes will be issued in fully registered formand, unless
specified in any applicable Final Terms, will be held by or on behalf
of DTC forthe benefit of participants in DTC.

No temporary documents of title will be issued.

Notes will bear a legend setting forth transfer restrictions and may
not be transferred exceptin compliance with the transfer restrictions
set forth therein. Transfers of interests froma U.S. Global Note to
an International Global Note are subject to certification
requirements.

The Indenture and the notes shallbe governed by and construed in
accordance with the laws of the State of New York; except that
Section 11.1 of the Indenture (which contains the subordination
provisions in respectofthe subordinated notes) and Section 12.1 of
the Indenture (which explains the priority of the senior non-
preferred notes under the Insolvency Act and any other Ranking
Legislation) and the corresponding subordination and ranking
provisions, respectively, of each series of such notes pursuant to
Section 3.1 of the Indenture and in the terms of such notes will be
governed by andconstrued in accordance with the laws of England,
with the intention that such provisions be given full effect in any
insolvency proceeding relatingto us in England.

We have notregistered thenotes under the Securities Act, and they
may not be offered orsold within the United States orto or for the
benefit of U.S. persons (as defined in Regulation S), except pursuant
to an exemption from, or in a transaction not subject to, the
registration requirement ofthe Securities Act.
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Listing ..........

Risk Factors

Applicationhas beenmade to the FCA for the notes to be admitted
to listing on the Official List. Application hasalsobeenmade tothe
London Stock Exchange for the notes to be admitted to trading on
the London Stock Exchange’s regulated market.

There are certain risks related to any issue of notes under the
program, which investors should ensure they fully understand. See
“Risk Factors” onpage 22 ofthis Base Prospectus.
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RISK FACTORS

We believe that the following factors may affect our ability to fulfil | our obligations under the notes. In
addition, risk factors which arespecific to the notes are also described be low.

In purchasingnotes, investors assume the risk that we may become insolvent or otherwise be unable to
make all payments due in respect of the notes. There is a wide range of factors which individually or together
could resultin us becomingunable to make all payments due in respect ofthe notes. It isnot possible to identify
all such factors orto determine which factors are most likely to occur, as we may not be aware of all relevant
factors and certain factors which we currently deem not to be material may become material as a result of the
occurrenceofevents outside our control. The followingis a description ofthe principal risks associated with the
notesandour business as ofthe date ofthis Base Prospectus; however, we do not representthat the risks set out
in the statements beloware exhaustive.

Thissectionofthe Base Prospectus is divided into two main sections— “Risks Related to Our Business”
and “Risks Related tothe Notes. ”

Risks Relatedto Our Business

Our business and prospects are largely driven by the UK mortgage, savings and personal current account
markets, whichinturnare driven by the UK economy. Consequently, we are subject to inherent risks arising
from general economic conditions inthe UK.

Ourbusinessactivities are concentrated in the UK and we offer a range of banking and financial products
and services to UK retail customers. As a consequence, our operating results, financial condition and prospects
are significantly affected by the general economic conditions in the UK economy and the economic confidence
of consumers and businesses.

In recent years, we have benefitted fromgenerally positive economic conditions which helped us grow
our core lending and savings operations and also beneficially impacted our underlying impairment charges. The
outlook for the UK economy is, however, uncertain, particularly in the short and mediumtermin light of the
outbreak of the Covid-19 pandemic, and also UK’s decision to leave the European Union. The UK is experiencing
a significant contraction in economic activity during 2020 as a result of the Covid-19 pandemic and associated
government intervention to reduce the spread of the virus. In the second quarter of 2020, gross domestic product
is estimated to have fallen by 20.4%. in the UK. In response to this crisis, the Bank of England has provided
significant economic stimulus, includinga reductionin its base rate of interest to 0.1 per cent., and regulators have
issued guidance to lenders asking themto act in the best interests of their customers to ease the financial impact
on them, as well as releasing counter-cyclical buffer requirements in order to free up resources for lending. Whike
it is difficult to predict the level and duration of the economic impact of Covid-19 on the UK and global economy
atthis stage, both thedirect health impact of the virus and measures adopted with a view to containing its spread
(including lock-downs, travel restrictions and temporary business shut-downs or reduction of capacity and output)
have had and are expected to continue to have a material adverse effect on economic conditions and financial
markets in the UK and globally at least until the pandemic is under control. See further “Risks relating to the
impact of Covid-19”below.

Adverse changes and uncertainty in UK economic conditions could lead to a declinein the credit quality
of ourborrowers and counterparties and have an adverse effect on the quality of our loan portfolio, which could
resultin arise in delinquencyand default rates, reduce the recoverability and value of ourassets and require an
increase in our level of provisions for bad and doubtful debts. In light of the Covid-19 pandemic, for the purposes
of preparing our financial statements for the year ended April 4, 2020, revised economic forecasts have been used
to model losses in the residential mortgage, consumer banking and commercial portfolios, which resulted in an
additional Covid-19 related provision of £101 million. See further "Risks relating to the impact of Covid-19"
below.

22



Likewise, a significant reduction in the demand for our products and services could negatively impact
ourbusiness andfinancial condition. There remains a risk that despite the existence of certain government support
schemes, such as the Coronavirus Job Retention Scheme and the Self-Employment Support Scheme, which
providedsupportto over 25% of the workforce in mid-2020, unemploymentmay rise substantially. These schermes
are due to be phased out in the second half of 2020 and so there is a risk that unemployment will increase
substantially once phased out, which could lead to lower consumer spending, loss of income and weak wage
growth. These pressures on households may lead to an increase in arrears in our residential mortgage and
unsecured lending portfolios, and an associated increase in retail impairment. There can be no assurance thatwe
will not have to increase our provisions for loan losses in the future as a result of increases in hon-performing
loans and/or for other reasons beyond our control. Material increases in our provisions for loan losses and write-
offs/charge-offs could have anadverse effecton our operating results, financial condition and prospects.

The durability of the UK economic recovery, along with its concomitant impacts on our profitability,
remains a risk. The economic outlook is particularly uncertain following the outbreak of the Covid-19 pandemic
and the UK decision to leave the European Union. This uncertainty extends to the interest rate outlook, where
there are plausible scenarios with rates being increased, remaining unchanged or being lowered (including,
potentially, to a negativeinterest rate) in the period ahead, depending on economic developments. However, our
central expectation is that any interest rate rises would be gradual and limited in the years ahead. There is ako
uncertainty about the UK’s future trading relationships. There is potential for activity and asset prices to decline
should the labor market deteriorate markedly or if strains in the financial systemre-emerge and impair the flow
of credit to the wider economy. Credit quality could be adversely affected by a renewed increase in unemployment,
including as a result of Covid-19. In addition, there may be a weakening in tenant performance in the private
rental sector which could adversely impact the buy to let (“BTL") market. Any related significant reduction in
the demand forour productsand services could have a material adverse effect on its operating results, financial
condition or prospects.

Worsening economic conditions in the UK could also create uncertainty in relation to the cash flows of
our borrowers in the commercial real estate (the “CRE”) market and in relation to the value of their collateral,
leading to further loan loss provisions against our CRE lending. Any weakening in tenant performance and
investor appetite could result in increased commercial loan losses which would adversely impact our financial
and operational performance. Any further loan loss provisions recorded againstour CRE lending could adversely
affect our profitability in the future.

Further downward pressure on profitability and growth could occur as a result of a number of extemal
influences, suchas the consequences of a more austere economic environmentand the impact of global economic
forces on the UK economy. Adverse changes in global growth may pose the risk of a further slowdown in the
UK’s principal export markets, which would have an adverse effect on the broader UK economy. For further
information on the risks arising from general economic conditions abroad, see “—We are vulnerable to
disruptionsandvolatility in theglobal financial markets and are subjectto additional risks arising fromgeneral
economic conditions in the Eurozone and elsewhere” below.

Conversely, a strengthened UK economic performance, orarise in inflation pressures, may increase the
possibility of a higher interest rate environment. In such a scenario, other market participants might offer more
competitive product pricing resulting in increased customer attrition. Under such conditions, we may ako
experience an increasein our cost of funding, as described under “—Changes to interest rates or monetary policy,
whether by the UK, US or other central banking authorities, could affect the financial condition of our customers,
clients and counterparties, which could in turn adverselyaffect us” below.

Additionally, housing affordability has become more stretched in recent years in some parts of the
country. There is a risk that adecline in house sales, including due to house price growth outstripping eamings,
could reducedemand for new mortgages in the future. Conversely, significantfalls in house prices, as a result of
the direct or indirect effects of Covid-19 or otherwise, may reduce the overallamount of equity in our mortgage
portfolio. See further, “—We are exposed to future changes in UK houseprices”’below.
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Risks relatingto the impactof Covid-19.

We are exposed to any downturn in the UK's economic conditions and to the UK housing market in
particular. The Covid-19 pandemic has severely impacted both the UK and global economies and the economic
environment in which we operate. The pandemic is having far-reaching impacts on our financial performance,
credit profile, the way we interact with customers and our business operations. We consider that the financial
performance framework which has guided our decisions in the past is no longer appropriate in the current
environment and we are focusing instead on maintaining strong capital and liquidity positions through the
economic cycle.

The pandemic is likely to cause interest rates to remain at historically low levels (andthereis increasing
speculation about the possibility for the UK base rate of interest to move to a negative rate), and will result in
longer term economic effects, potentially putting pressure on our financial performance. Our operating
environment is expected to remain highly competitive, and further increases in competition would increase our
level of business risk.

As well as increased credit risk, including through unemployment and corporate insolvencies which
could adversely impact our members and customers and their ability to meet their obligations to us, there are
likely to be heightened operational risks as we respond to the pandemic, including in the areas of cyber, fraud,
people, technology and operational resilience. The emergence of the Covid-19 pandemic and its impact on the
economic and market environment has elevated the profile of model risk across our business. While we have
initiated an ongoing program of model surveillance and extended monitoring of key models to understand the
short termeffects, apply appropriate mitigating actionsand develop long termplansto improve model resilience,
there can be noassurance thatwe will be able accurately tomodel or adequately address the impacts of Covid-19.

In addition, there is an increased risk of material misstatement of expected credit losses under IFRS 9
due to the degree of judgment and inherent uncertainty in the assumptions underlying the Covid-19 related
additions to the modeled provision. For the purposes of preparing our financial statements for the year ended April
4, 2020, revised economic forecasts have beenusedto model losses in the residential mortgage, consumer banking
and commercial portfolios. This hasresulted in an additional Covid-19related provision of £101 million for the
year ended April 4, 2020 (comprising provisions of £51 million, £43 million and £7 million, respectively, in
residential mortgage, consumer bankingand commercial portfolios). The residential mortgage provision includes
estimated credit losses associated with paymentholidays granted to borrowers as a result of Covid -19, recognizing
that in some cases borrowers will experience longer termfinancial difficulty as a result of the pandemic. Payment
holidays orother similar concessions have been offered on all retail products. Unlike other concessions granted
to borrowers in financial difficulty, these payment holidays have not been subject to detailed affordability
assessments, and therefore the level of financial difficulty of the members and customers who apply for them
requires estimation in anumber ofareas. The increase in reported provisions for the yearended April 4, 2020 to
reflect the risk associated with borrowers who requested payment holidays as a result of Covid -19 was £39 million.
Due to the limited observable data available at the reporting date for our financial statements for the year ended
April 4, 2020, the Covid-19related provisions are subject to significant levels of estimation. Given the significant
uncertainties regarding the leveland duration of the impact of Covid-19 and the responses thereto by government
and regulators in the UK and globally, there can be noassurance thatthe estimates and modeling by us will prove
accurate or be sufficient to coveractual losses orimpairments as a result of Covid-19.

The UK s likely to experience an unprecedented contraction in economic activity during 2020 as a result
of the pandemic and associated government intervention to reduce the spread of the virus. The average
independent forecast for the UK economy, as collated by HM Treasury in July 2020, expects GDP to contract by
9.2% in 2020. For further information, see “—Our business and prospects are largely driven by the UK mortgage,
savings and personal current account markets, which in turn are driven by the UK economy. Consequently, we
are subjectto inherent risks arising fromgeneral economicconditions inthe UK.”.

We are working with the Government and the wider industry in response to the threat posed by Covid-
19. This includes offering payment holidays to impacted borrowers in accordance with the requirements of the
FCA’s home finance guidance “Mortgages and coronavirus: guidance for firms” published on March 20, 2020
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which is aimed at providing support to mortgage customers in temporary paymentdifficulty asa result of Covid-
19. The FCA’s guidancewas s ubsequently updatedon June 2,4 and 16, 2020 and is expected to remain in force
until October 31, 2020. This means that we are required to continue to offer payment holidays or appropriate
forbearance to impacted borrowers in compliance with the guidance during that period and that any payment
holiday granted before October 31, 2020 may extend beyond that date. While we initially offered our mortgage
members up to three months' mortgage payment holidays, in acknowledgement of the fact that the impact of
Covid-19 could be felt long afterthat, we have announced our Home Support Package to support our members,
including (amongst other support): for members with a Nationwide mortgage, a choice of either flexibility in
mortgage payments (suchas making reduced payments fora period of time) orthe optionto take a new mortgage
payment break of up to a (further) three months; and, for members who have fallen into arrears because of the
financial impact of Covid-19 and who continue to work with us to help get their mortgage back on track, a
commitment not to take any action to repossess their home before May 31, 2021. For further information, see
“Supervision and Regulation-Covid-19 relevantlegislationandregulation.”

The financial impact on us fromthese and any further measures taken to support our members could
have a material adverse effecton our profitability, financial conditionand results of operations.

Any and all such events and measures described above could have a material adverse effect on our
business, financial condition, results of operations, prospects, liquidity, capital position and credit ratings
(including potential changes of outlooks or ratings), as well as on our customers, borrowers, counterparties,
employees and suppliers.

We are vulnerable to disruptions and volatility in the global financial markets and are subject to additional
risks arising from general economicconditions inthe Eurozone and elsewhere.

We are directly and indirectly subject to inherent risks arising fromgeneral economic conditions in the
UK and other economies, particularly the Eurozone. The outbreak of the Covid-19 pandemic is causing
widespread disruption to global financial markets notseensincetheglobal financial crisis of 2007-2008, with the
impact on interest rates, credit spreads, foreign exchange rates and commodity, equity and bond prices resulting
in the potential for significant market falls, reduced liquidity and rises in volatility . Any future disruptions could
again posesystemic risks that negatively affect,among other things:

. consumer confidence;

levels of unemployment;

) the stateofthe UK housing market and the CRE sector;

) bond and equity markets;

. counterpartyrisk;

) the availability and costof credit;

o transaction volumes in wholesale and retail markets including the availability and duration of

funding in wholesale markets;
) the liquidity of the global financial markets; and
o market interest rates, including interest rate rises and the associated impact on affordability,

which in turn could have a material adverse effect onour business, operating results, financial conditions
Or prospects.

In the Eurozone, inflation has been persistently low, which, together with high levels of private and
public debt, outstanding weaknesses in the financial sectorand reformfatigue, is a concern. The possibility of a
renewed downturn in the Eurozone could inhibit the UK’s own economic recovery, given the extensive economic
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and financial linkages between the UK and the Eurozone. The UK’s trade and current account balances with the
Eurozone would be likely to deteriorate further, negatively affecting UK growth. The possibility of a sovereign
default and the managed orunanticipated exit of one or more member states fromthe European Monetary Union
could also pose a threat to thestability of financial markets and could cause other risks. For further information,
see “—In connection with the withdrawal ofthe United King dom from the European Union, we face risks to our
businessandlegal uncertainties” below.

Although, globally and in the UK, economic and financial market conditions had generally stabilized in
the years following the global financial crisis, there have been periods of significantvolatility in financial markets
around theworld, which has generally led to more difficult business conditions for the financial sector. The Covid-
19 pandemic has recently hada significantadverseeffect onthe UK and global economies and financial markets,
and could result in further downward pressures and/or increased volatility.

Continued or worsening disruption and volatility in the global financial markets could have a material
adverseeffect on us, including our ability to access capitaland liquidity on financial terms acceptable to us, if at
all. If capital markets financing ceases to become available, or becomes significantly more expensive, we may be
forced to raise the rates we pay on deposits to attract more customers and we may become unable to maintain
certain liability maturities. Any such reduction in availability of funding or increase in capital markets funding
costsordeposit rates could havea material adverseeffect onour interest margins, liquidity or profitability.

Risks that reduce the availability or increase the cost of our sources of funding, such as retail deposits and
wholesale money markets, may havean adverse effecton our business and profitability.

Retail depositors are a significant source of funding forus and, under current legislation, a minimum of
50.0% of our aggregate shares and borrowings (calculated in accordance with the UK Building Societies Act) is
required to be in the form of deposits which we accept from members of the public and which are classified as
“shares” in our balance sheet as they confer member status on the depositors. Our retail deposits classified as
shares totaled £160 billion as at April 4, 2020, £154 billion as at April 4, 2019, and £148 billion as at April 4,
2018, equalto 70.8%, 70.8%, 71.0%, respectively, of ourtotal shares and borrowings (for the purposes of the UK
Building Societies Act) at each such date.

The ongoingavailability of retail deposit funding is dependentona variety of factors outside our control,
such as:

o generaleconomic conditions and market volatility;

) the confidence of retail depositors in the economy in generalandin us in particular;

) the impact oftechnology and ‘Open Banking’ as further discussed in “—Competition in the UK
personal financial services markets mayadverselyaffect our operations” below

) the financial services industry specifically; and

o the availability and extent of deposit guarantees, suchas under the FSCS.

These or other factors could lead to a reduction in our ability to access retail deposit funding on
appropriate terms in the future.

The maintenance and growth of our lending activities depends in large part on the availability of retail
deposit funding on appropriate terms. Increases in the cost of such funding in the wake of the financial crisis
together with the low baserate environment have had a negative impact onour margins and profit. Such pressures
could continue or be exacerbated, includingin the event thatthe UK baserate of interest moves to a negativerate,
and, in extreme circumstances, a loss of consumer confidence could result in high levels of withdrawals fromour
retail deposit base, upon which we rely for lending and which could have a material adverse effecton our business,
financial position orresults of operations.
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Like all major financial institutions, we are also dependenton theshort- and long-termwholesale funding
markets for liquidity. Though our dependence on wholesale funding is less than other financial institutions, due
to the requirements of current building society legislation, our business is subject to risks concerning liquidity,
which are inherent in financial institutions’ operations. Ifaccess to liquidity is constrained for a prolonged period
of time, this could affect our profitability.

Under exceptional circumstances, our ability to fund our financial obligations could be negatively
impacted if we are unable to access fundingoncommercially practicable terms, orat all. While we expect to have
sufficient liquidity to meet our funding requirements, even in a market-wide stress scenario, under extrerme and
unforeseencircumstances a prolonged and severe restriction on our access to liquidity (including as a result of the
withdrawal of governmentand central bank funding and liquidity support, ora change in the structure, term, cost,
availability oraccessibility of any such funding or liquidity support) could increase our cost of funding, resulting
in a material adverse effecton our profitability or results of operations, and/or could affectour ability to:

) meet our financial obligations asthey falldue;
o meet our regulatory minimum liquidity requirements; or
o fulfill our commitments to lend.

In such extreme circumstances we may not be in a position to continue to operate without additional
funding support. Inability to access such support could have a material impact on oursolvency. These risks can
be exacerbated by many enterprise-specific factors, including an over-reliance on a particular source of funding,
changes in credit ratings, or market-wide phenomenasuch as market dislocation and major disasters. Thereis also
a risk that the funding structure employed by us may prove to be inefficient, givingrise to a level of funding cost
that is not sustainable in the long termfor us to grow our business or even maintain it at currentlevels. Our ability
to access retail and wholesale funding sources on satisfactory economic terms is subject to a variety of factors,
including a number of factors outside of our control, such as liquidity constraints, general market conditions,
regulatory requirements and loss of confidence in the UK banking system.

The UK government (the “Government”) has in recent years provided significant support to UK
financial institutions, including the Bank of England's Term Funding Scheme (“TFS”) which opened on
September 19, 2016 and closed on February 28, 2018. In addition, in response to the Covid-19 pandemic, the
Government and the Bank of England have introduced various measures designed to encourage and supportthe
banking sector to continue lending to customers. These measures include, amongst other things, the introduction
of: (i) a new Term Funding scheme with additional incentives for Small and Medium-sized Enterprises
(“TFSME”) (with the express intention, overa 12 month period, to offer four-year funding of at least 10 per cent.
of participants’ stock ofreal economy lending at interest rates at, or very close to, the base rate, with additional
funding available for banks thatincrease lending, especially to smalland medium-sized enterprises); and (ii) other
corporate funding facilities, including the UK Covid Corporate Financing Facility (“CCFF”), the UK Coronavirus
Business Interruption Loan Scheme (“CBILS”) and the UK Coronavirus Large Business Interruption Loan
Scheme (“CLBILS™).

The continuation and extension of Government schemes designed to support lending may increase or
perpetuate competition in the retail lending market, resulting in sustained or intensifying downward pricing
pressures and consequentreductions in net interest margins. We also expect to face continued competition in the
retail lending market driven by certain ring-fenced banks as they deploy surplus liquidity in lending markets.

We expect to face continuing competition for funding, particularly retail fundingonwhich we are reliant,
in the future. Deposit market competitionis being driven by smaller lenders with largely non-mortgage loan books
whose high asset yields enable them to offer attractive deposit rates. These potential pressures could be
exacerbated overtime once the sectorseeks to replace the funding it obtains fromthe Bank of England funding
schemes. This competition could further increase, impacting our funding costs and adversely affecting our
financial position.
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Changestointerestrates or monetary policy, whether bythe UK, US or other central banking authorities, could
affect the financial condition of our customers, clients and counterparties, whichcould in turn adversely affect
us.

The prevailing level of interestrates and the provision or withdrawal of otheraccommodative monetary
and fiscal policies, which are impacted by factors outside of our control, including the fiscal and monetary policies
of governments and central banks, as wellas UK and international political and economic conditions, affect our
results of operations, financial condition and return on capital.

Stimulus measures in the UK and elsewhere have been highly accommodative in recentyears, including
the Funding for Lending Scheme (“FLS”) (which closed in January 2018), the TFS (which closed in February
2018) and the Help to Buy scheme, a Government scheme introduced in 2013 designed to enable buyers to put
down a 5% deposit on a home with the Government guaranteeing up to 20% of the mortgage (40% in London)
funded by acommercial lender (which is expected to be closed from March 2023). More recently, in responseto
the Covid-19 pandemic, the Government and the Bank of England have introduced additional stimulus measures,
including a reduction in the Bank of England base rate of interest to 0.1% and the introduction of the TFSME
Further, the Government helped companies secure access to credit with s chemes such as CBILS, CCFE and, for
small and micro companies, bounce back loans. The relatively long period of stimulus in the UK and elsewhere
has increased uncertainty over the impact of its reduction, which could lead to generally weaker than expected
growth, orevencontracting gross domestic product, reduced business confidence, higher levels of unemployment
or underemployment, adverse changes to levels of inflation, potentially higher interest rates and falling property
prices in the markets in which we operate, and consequently to an increasein delinquency rates and default rates
among our customers. Moreover, higher prevailing interest rates would affect our costof funding with depositors
and creditors, which could adversely affectour profitability, to theextent our margins decline.

The personal financial services sector in the UK remains heavily indebted and vulnerable to increases in
unemployment, rising interest rates and/or falling house prices. Asaresult of, amongother factors, increases and
decreases in the Bank of England base rate, interest rates payable on a significant portion of our outstanding
mortgage loan products fluctuate over time. Rising interest rates would put pressure on borrowers whose loans
are linked to the Bank of England base rate because such borrowers may experience financial stress in repaying
at increased rates in the future. A significant portion of our outstanding mortgage loan products are potentially
subjectto changes in interestrates, resulting in borrowers with a mortgage loan subject toa variable rate of interest
orwith amortgage loan for which the related interest rate adjusts following an initial fixed rate or low introductory
rate, as applicable, being exposed to increased monthly payments as and when the related mortgage interest rate
adjustsupward (or, in the case of a mortgage loan with an initial fixed rate or low introductory rate, at theend of
the relevantfixed orintroductory period). Since 2009, both variable and fixed interest rates have been atrelatively
low levels, which has benefited borrowers taking out new loans and those repaying existing variable rate loans,
regardless of special or introductory rates. While the Covid-19 pandemic is likely to cause interest rates to remain
at historically low levels in the near term (and there is increasing s peculation aboutthe possibility for the UK base
rate to move to a negative rate), over time general interest rates may return to historically more normal levek.
Future increases in borrowers’ required monthly payments, which (in the case of amortgage loan with an initial
fixed rate or low introductory rate) may be compounded by any further increase in the related mortgage interest
rate during the relevant fixed or introductory period, ultimately may result in higher delinquency rates and losses
in the future.

Further, inan increasing interestrate environment, borrowers seeking to avoid these increased monthly
payments by refinancing their mortgage loans may no longer be able to find available replacement loans at
comparably lowinterest rates. Increased unemployment could lead to borrowers who are made redundant being
unable to service the loan payments in a timely fashionwhich would result in higher levels of arrears, bothin our
secured residential mortgage loan and unsecured consumer loan portfolios which, in turn, would lead to an
increase in our impairment charges in respect of these portfolios. Declines in housing prices may also leave
borrowers with insufficient equity in their homes to permit them to refinance. These events, alone or in
combination, may contributeto higher delinquency rates and losses.
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Conversely, there are risks associated with a continuation of the sustained low interestrate environment
or further reductions in interest rates in the UK or other major developed economies, including if the Bank of
England were to lower its target rate to a negative rate (as other major central banks, including the European
Central Bank and the Bank of Japan, have done). A prolonged period of low interest rates could further reduce
incentives for our customers to save, reducing our funding from deposits. Additionally, the low interest rate
environmenthas and may continue to putpressure on netinterest income and margins throughout the UK financial
industry. Our business, financial performance, net interest income and margin may continue to be adversely
affected by thelow interestrate environment.

We are exposed to future changes in UK house prices.

The value of ourmortgage portfolio is influenced by UK house prices, and a significant portion of our
revenue is derived frominterest and fees paid on our mortgage portfolio. As at April 4, 2020, £151.1 billion, or
75.1%, of ourloans and advances to customers were UK prime residential mortgages. A decline in house prices
in the UK could lead to a reductionin the recovery value of real estate assets held as collateral in the event of a
customerdefault, and could lead to higher impairment provisions, which could reduce our capital and our ability
to engage in lending and other income-generating activities. A significant increase in house prices over a short
period oftime could also havea negative impact on our businessby reducing the affordability of homes for buyers,
which could lead to a reduction in demand for new mortgages. Sustained volatility in house prices could also
discourage potential homebuyers from committing to a purchase, thereby limiting our ability to grow the
residential mortgage portfolio. The Covid-19 pandemic and the UK’s exit from the EU are both sources of
considerable uncertainty about the near-termprospects for UK house prices and significant downwards pressure
cannotbe discounted.

In addition, we also have a significant portfolio of specialist mortgages, which amounted to £38 billion,
or 18.7%, of our loans andadvances to customers as at April 4, 2020. BTL mortgages constitute the vast majority
of our specialist mortgages portfolio. The BTL 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 coupled with higher mortgage interest rates or not, could reduce
the potential returns from BTL properties. In addition, the 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, which may result in lower gross yields, and even negative cashflow, on
BTL property investments. This restriction has beenintroduced gradually, and has beenfully in place since April
6, 2020. So far, the measures have had no noticeable impact on BTL market arrears. The Bank of England has
also statedthat it is considering increasing the regulatory capital requirements of banks holding BTL mortgages
on theirbalance sheets, although no specific proposals have been made. From April 1, 2016, a higher rate of stamp
duty land tax (the “SDLT”) has been applied to the purchase of additional properties (such as BTL properties).
The current additional rate is 3% above the current SDLT rates. These factors could make the purchase of BTL
properties and/or second homes a less viable investment propositionand reduce the demand for related mortgages,
which may also affect the resale value of relevant or similar properties.

The Government's intervention into the housing market through buyer assistance schemes, stanp duty
holidays (such as the holiday announced in June 2020 to increase the threshold to £500,000), enforced or
recommended payment holidays or other concessions or allowances on mortgage payments, or indirectly through
measures that provide liquidity to the banking sector (as was the casewith FLS and TFS), may also contributeto
volatility in houseprices. This could occur; forexample, as a result of the sudden end to buyer assistance scherres,
which could lead toa decrease in house prices, or dueto their continuation, whichwould maintain excess funding
liquidity in the mortgage market which has supported a low mortgage interest rate environment, and which could
lead to inflation in houseprices.

The future impact of these initiatives on the UK housing market and other regulatory changes or
Government programs is difficult to predict. Volatility in the UK housing market occurring as a result of these
changes, or for any other reason, could have a material adverse effect on our business, financial condition or
results of operations.
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Given the relatively point-in-time approach used by us for modeling residential mortgage RWAs by
comparison with other large UK banking institutions, a reduction in UK house prices, or other deterioration in
economic conditions, may have a material impact on our CET1 ratio. The degree to which our CET1 ratio is
impacted by such events is likely to change following introduction of more through-the-cycle modeling
approaches, which the PRA requirestobe in place by theend of January 2022. The results of the concurrent stress
testingundertaken by the Bank of England, available on the Bank of England’s website, illustrate the impact that
certain economic scenarios are projectedto have on our capital position.

In connection with the withdrawal of the United Kingdom from the European Union, we face risks to our
businessand legal uncertainties.

On June 23,2016, the UK held a referendum (the “UKEU Referendum’)on its membership ofthe BU,
in which a majority voted forthe UK to leave the EU (“Brexit”). Immediately following the result, the UK and
global stock and foreign exchange markets commenced a period of significant volatility, including a steep
devaluation ofthe pound sterling.

On January 31, 2020, the United Kingdomceasedto be amember of the EU and the EEA. By virtue of
the European Union (Withdrawal) Act 2018 and the Withdrawal Agreement, EU law and EU-derived domestic
legislation will continue to apply to and in the UK during a transition period lasting until December 31, 2020.
During the transition period the UK will continue to be treated as a member state under EU law unless otherwise
specified. The Government has stated its ambition to negotiate a comprehensive trade agreement with the BU
during the transitional period, and, on June 12, 2020, took formal steps to reject any extensionto the transitional
period. The timetable set by the Government for agreeing a comprehensive trade agreement with the EU is
generally consideredto be particularly challenging.

As such, notwithstanding that the UK has now exited the EU, there remains significant uncertainty
relating to the UK's future relationship with the EU and the basis ofthe UK's futuretrading relationship with the
rest of the world. This uncertainty continues to have an adverse effect on the UK economy. Consumer and business
confidence indicators had fallen considerably as a result of the progress of Brexit, for example the Growth from
Knowledge (" GfK™) consumer confidence indexfell to minus 14 in January 2019 (the lowest level since 2013),
and this has hadasignificant impact on consumer spendingand investment, both of which are vital components
of economic growth. Although confidence has since improved following the UK general election on December
12, 2019, uncertainty remains as to whether a free trade agreement will be reached by the end of the transitional
period. The general consensus view is that any failure to reach a free trade agreement prior to the expiration of
the transitional period would have a negative impact on the UK economy, affecting its growth prospects, based
on scenarios put forward by such institutions as the Bank of England, HM Treasury and other economic
forecasters. Accordingly, while the longer termeffects of the UK's departure fromthe EU are difficult to predict,
there remains short term political and economic uncertainty. If the Government and the EU fail to reach a free
trade agreementby the end of thetransition period, it would be likely that the UK's economic growthwould slow
significantly, and there would be potential for severely adverse economic effects.

Due to the ongoing political uncertainty as regards the structure of the future relationship with the BU
and the ongoing free trade agreement negotiations, the precise impact on our businessis difficult to determine.
Among other consequences, the UK's withdrawal fromthe EU and the ongoing free trade agreement negotiations
could materially change the legal framework applicable to our operations, including in relation to our regulatory
capital requirements and could result in restrictions on the movement of capital and the mobility of personnel.
Any ofthesefactors could result in higher operating costs and no assurance can be giventhatthe UK's withdrawal
from the EU and the ongoing free trade agreement negotiations will not adversely affect our business, financial
conditionand results of operations and/or the market value and/or the liquidity of the Securities in the secondary
market.
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Rating downgrade and/or market sentiment with respect to the Society and the financial services sector and
the UK may have an adverse effect on our performance.

The Society andthefinancial sector

If sentimenttowards banks, building societies and/or other financial institutions operating in the United
Kingdom, including us, were to deteriorate, or if our ratings and/or the ratings of the sector were to be adversely
affected, this may have a material adverse impact onus. In addition, any such change in sentimentor reduction in
ratings could result in an increase in the costs of, and a reduction in the availability of, wholesale market funding
across the financial sector which could have a material adverse effect on the liquidity and funding of all UK
financial services institutions, includingus.

Our senior preferredratings are currently “A (stable)” from S&P, “A 1 (stable)” fromMoody’s and “A+
(negative)” from Fitch (December 2019: “A (positive)”, “Aa3 (negative)” and “A+ (stable)”, respectively) and
ourshort-termratings are currently “A-1” from S&P, “P-1” from Moody’s and “F-1” fromFitch (February 2019:
“A-17,“P-1” and “F17, respectively). The long-termratings assigned by each of Moody’s and S&P are senior
preferred ratings, whereas the long-termrating assigned by Fitch is a senior non-preferred rating. For further
information see the section entitled “Management’s Discussion and Analysis of Financial Condition and Results
of Operations External Credit Ratings.”

Any declines in those aspects of our business identified by the rating agencies as significant could
adversely affectthe rating agencies’ perception of our credit and cause themto take negativeratings actions. Any
downgrade in our credit ratings could:

) adversely affect our liquidity and competitive position, particularly through cash outflows to
meet collateral requirements on existing contracts;

. undermine confidence in our business;

o increase ourborrowing costs;

o limit ouraccess tothe capital markets;or

) limit the range of counterparties willing to enter into transactions with us.

Our credit ratings are subject to change and could be downgraded as a result of many factors, including
the failure to successfully implement our strategies. A downgrade could also lead to a loss of customers and
counterparties which could have a material adverse effect on our business, results of operations or financial
condition.

If the ratings analysis of any agency that rates our credit is updated to reflect lower forward -looking
assumptions of systemic support in the current environment or higher assumptions of the risks in the financial
sector, it could result in adowngrade to the outlook or to the credit ratings of UK financial institutions, including
us, which could have a material adverse effect on the borrowing costs, liquidity and funding ofall UK financial
services institutions, including us. Any downgrade in our ratings could also create new obligations or requirenments
for us under existing contracts with our counterparties that may have a material adverse effect on our business,
financial condition, liquidity or results of operations. Forexample, as at April 4, 2020 we would have needed to
provide additional collateralamounting to £0.2 billion in the event ofa one notch downgrade by external credit
rating agencies or£3.8 billion in the event ofa two notch downgrade (subject to management actions that could
be taken to reducethe impact ofthe downgrades).

Marketsentimentand ratings downgrades in respect ofthe UK

Our financial performance has beenand will continue to be affected by general politicaland economic
conditions in the UK, the Eurozone and elsewhere, and other adverse developments in the UK or global financial
markets would cause our earnings and profitability to decline.
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As at the date of this Base Prospectus, the UK’s long-termratings are “AA (stable)” from S&P, “Aa2
(negative)” fromMoody’sand “AA- (Negative)” fromFitch. Any downgrade ofthe UK sovereign credit rating
or the perception that such a downgrade may occur could destabilize the markets, impact our rating, borrowing
costs and ability to fund ourselves and have a material adverse effect on our operating results or financial
condition. In addition, a UK sovereign downgrade orthe perception that such a downgrade may occur would be
likely to depress consumer confidence, restrict the availability, and increase the cost, of funding for individuals
and companies, depress economic activity, increase unemployment and/or reduce asset prices. These risks are
exacerbated by concerns over general market turmoil, s lowing global growth, and trade tensions. Instability within
globalfinancial markets might lead to instability in the UK, which could have a material adverse impact on our
performance.

Competition in the UK personal financial services markets may adversely affectour operations.

We are currently the fourth largest household savings provider and the second largest provider of
residential mortgages in the United Kingdom, with estimated market shares of approximately 9.9% (as calculated
by us based on Bank of England data) and 12.9% (according to Bank of England data), respectively, as at April
4, 2020.

We operate in an increasingly competitive UK personal financial services market. We compete mainly
with other providers of personal finance services, including banks, building societies and insurance companies.
In addition, recent technological advances have allowed new competitors to emerge both from within the
traditional financial services arena and fromoutsideit, and continued advances in technology may lead to further
new entrants fromthe prolific fintech sector.

Each of the main personal financial services markets in which we operate is mature and relatively slow
growing, which intensifies pressure for firms to take market share from competitors if they are to expand. See
“Competition” below.

As aconsequence, there is arisk that this will create downward pressure on prices, negatively impacting
ourability to deliver our strategic income targets and our financial performance. Competition may also intensify
in response to consumer demand, further technological changes and the impact of consolidation among our
competitors.

All ofthis places elevated focus on price and service as the key differentiators, each of which carries a
cost to the provider. As a member-owned business, we are able to provide a financial benefit to our members
throughtheoffer of competitive savings and mortgage products. Our member financial benefit is delivered in the
form of differentiated pricing and incentives, which we quantify as the sum of our interest rate differential,
member reduced fees andincentives. In the years ended April 4,2020, 2019, and 2018, we estimated that benefit
at £715 million, £705 million, and £560 million, respectively. If we are unable to match the efficiency of our
competitorsin relation toboth price and service, we risk losing competitive advantages and being unable to attain
our strategic growth aspirations.

Open banking and regulatory changes to the way in which the personal financial services markets operate
could makeit harder for usto retain customers and could adversely impact the viability of its business model.

Regulatory action might also increase competitive pressures. Forexample, the Competitionand Markets
Authority (the “CMA”)and the FCA have undertakena market investigation and consultations into competition
and conduct in the markets in which we operate —see “Supervisionand Regulation—UK Regulation.” There can
be no assurance that our customer base, levels of deposits, revenue or market share willnot be adversely affected
by the remedial measures and other regulatory actions arising out of such investigation and consultations.

These measures, together with other changes arising from the implementation of the second payment
services directive (EU Directive (2015/2366) (“PSD2”)) in January 2018, are commonly referred to as “open
banking”. While open banking presents opportunities for us, there are also significant risks, including if
technology is adopted more quickly thananticipated or new propositions offered by competitors attract business
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away from us or alter customer expectations. Further, the implementation of open banking could result in the
emergence of new disruptors and competitors, potentially with substantially differentbusiness models, that could
materially alter the banking environment. Such changes could affect our ability to attract and retain customers,
which in turn could potentially adversely affect liquidity and increase our funding costs over time. While we are
investingin developing open banking solutions to support members’ needs and to mitigate this risk, there can be
no assurance that its efforts will be successful or that we will be able to compete effectively with existing
competitors and/or new entrants to attract and retain customers. In December 2019, the FCA launched a
consultationto explore the opportunities and risks associated with openbanking.

Furthermore, increased use of technology may increase our exposure to significant risks associated with
cybersecurity, fraud, IT resilience and dataprotection, as well as increased compliance costs. Forexample, under
PSD2, we are required to provide third-party providers (“TPPs”) access to customer accounts provided the
customer has provided its consent. See “—If we do not control our operational risks, including, in particular,
maintaining cyber security and managing the pace of change around digital products and services, we may be
unable to manage our business successfully.”

Additionally, the implementation of the Independent Commission on Banking's recommendation to
separate retail banking activities fromwholesale and investment banking activities was carried out by large
banking groups operating in the UK in 2019 and could reduce the distinctiveness of the building society model,
which we considerto be acompetitive advantage. We are not currently subject to the ring-fencing requirerrents
but this framework is likely to alter the business models ofring-fenced banks and may therefore alter adversely
our competitive position and thatof other mutual institutions.

In addition, if our customer service levels were perceived by the market to be materially below those of
competitor UK financial institutions, we could lose existing and potential new business. If we are not successful
in retaining and strengthening customer relationships, we may lose market share, incur losses on some or all of
ouractivities orfail to attract new deposits or retain existing deposits, which could have a material adverse effect
on ourbusiness, financial condition or results of operations.

Our guidelinesand policies for risk managementmay prove inadequate for the risksfaced by ourbusiness and
any failure to properly manage the risks which it faces could cause harmto usand our business prospects.

The management of financial and operational risks requires, among other things, robust guidelines and
policies forthe accurate identification and control of a large number oftransactionsand events. Such guidelines
and policies may not always prove to be adequate in practice. We face a wide range of risks in our business
activities, including, in particular:

) liquidity and fundingrisk, see “—Risks that reduce the availability or increasethe cost of our
sources offunding, such as retail deposits and wholesale money markets, may have anadverse
effect on our business and profitability” above;

o credit risk, which is the risk that a borrower or a counterparty fails to pay interestor to repay
the principal on a loan or other financial instrument;

o market risks, in particular interest rate risk as well as foreign exchange and bond and equity
price risks. Changes in interest rate levels, yield curves and spreads may affect our interest rate
margin realized between lending and borrowing costs. Changes in currency rates, particularly
in the sterling-dollar and sterling-euro exchange rates, affect the value of assets and liabilities
denominated in foreign currencies and may affect income from assets and liabilities
denominated in foreign currency. The performance of financial markets may also cause changes
in the value of our investment and liquidity portfolios. See also, “—Changes to interest rates
or monetary policy, whether by the UK, US or other central banking authorities, could affect
the financial condition of our customers, clients and counterparties, which could in tum
adversely affectus” above and “—Market risks mayadversely impact our business” below; and
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) operational risk, see “—If we do not control our operational risks, including, in particular,
maintaining cyber security and managing the pace of change around digital products and
services, we may be unable to manage our business successfully”below.

We have a range of tools designed to measure and manage the various risks which we face. Some of
these methods, such as value-at-risk analyses, are based on historic market behavior. The methods 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 Government interventions and stimulus packages, which increase thedifficulty 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 us. Such information may not always be correct,
updated or correctly evaluated. In addition, even though we constantly measure and monitor our exposures, there
can be no assurance thatour risk management methods will be effective, particularly 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 our financial performance and business operations. Unanticipated
economic changes or Government interventions could expose us to increased liquidity and funding risk, credit
risk, market risks or operational risk, which could have a material adverse effect on our business prospects or
results of operations.

If we do not control our operational risks, including, in particular, maintaining cyber security and managing
the pace of change around digital products and services, we may be unable to manage our business
successfully.

Oursuccessasa financial institution depends on our ability to processa very large number of transactions
efficiently and accurately. Operational risk and losses can result from a range of internal and external factors.
Internal factors include internal fraud, errors by employees, failure to documenttransactions properly or to obtain
proper internal authorization, failure to comply with regulatory requirements and conduct of business rules and
equipment failures, particularly in relation to electronic banking applications. External factors include natural
disasters, war, pandemics, terrorist action or the failure of external systems, for example, those of our suppliers or
counterparties. These could, forexample, prevent our customers fromwithdrawing cash fromour ATMs or from
having their salary creditedto their accounts with us and, if customers associate their problemwith us rather than
with the institution causing the problem, this would havean operational and financial impact on our performance.
A feature of operational risk is that financial institutions rely on systems and controls such as standard form
documentationand electronic banking applications to process high volumes of transactions. Asa result, any emor
in our standard documentation or any defectin our electronic banking applications can bereplicated across a large
number oftransactions before the error or defectis discovered and corrected and this could significantly increase
the cost tous of remediating the error or defect, could expose us totherisk of regulatory sanction, unenforceability
of contractsand, in extreme cases, could result in significantdamageto our reputation.

Increased digital interconnectivity across our customers and suppliers, and the need for resilient IT
systems, including hardware, software, cloud computing services and cyber-security, remains an evolving risk to
financial institutions including us. We consider that, within the operationand conduct risks profile, IT resilience
and cyber security present the main risks, and we focus on striving to protect service availability and customer
data. Our implementation of new systems, infrastructures and processes, alongside the maintenance of legacy
systems, introduces a level of operational complexity. In an increasingly digital world, customer expectations are
rising, with a significantly lowertolerance of service disruption. Ensuring a highly reliable and widely available
service requiresresilient IT, business systems and processes. Furthermore, the sharing of customer data, and the
enabling of direct payments by third party providers froma customer’s accountas a result of Open Banking, may
give rise to significant risks associated with cyber security, fraud, IT resilience and data protection, as well as
increased compliance costs and risks associated with us becoming liable for, or otherwise being required to protect
customers against, the costs and/or liabilities of other third party providers and/or losses caused by the actions of
such otherthird party providers. Any loss in the integrity andresilience of key systems and processes, datathetts,
cyber-attacks, denial of service attacks or breaches of dataprotection requirements could significantly disrupt our
operations and cause significant financial loss and reputational damage to us. This could in turn result in a loss of
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confidence in us, potentially resulting in existing customers withdrawing deposits and/or deterring prospective
new customers.

Meanwhile the significantrise in data used in digital services increases the complexity and cost of
managing data securely and effectively. Further, the maturity and sophistication of organized cyber-crime
continues to increase and has been highlighted by a number of recent attacks in the financial and non-financial
sectors, including paymentservices. Such attacks havealsoincreased the public awareness of cyber-threats. As a
result ofthe continuedincreasing threat fromcyber-crime, security controls have needed to keep pace to prevent,
detect and respond to any threats or attacks. The constant threat posed by a cyber-attack directly impacts the
existing risks associated with external fraud, data loss, data integrity and availability. Although we maintain
measures designed to ensure the integrity and resilience of key systems and processes, we may be the victim of
cyber-attacks, including denial of serviceattacks which could significantly disruptour operations and the services
we provide to our customers or attacks designedto obtain an illegal financial advantage. Any such attack or any
other failure in our IT systems could, among other things, cause significant financial loss and reputational danege
to us, and could result in a loss of confidence in us, potentially resulting in existing customers withdrawing
deposits and/or deterring prospective new customers.

Overrecent yearsthere has beena dramatic increase in the demand for digital products and services due
to the convenience that they can bring. This has seen an influx of innovative new offerings in the market place
and the number of challenger banks and Fintech disruptors has increased. Collectively the changes may pose a
challenge to our core markets and product pricing, particularly if we are unable to introduce competitive products
and services sufficient to match our traditional and challenger competitors.

Further, the Covid-19 pandemic is likely to result in heightened operational risk as we respond to the
pandemic, including in the areas of cyber, fraud, people, technology and operational resilience.

Although we have implemented risk controls and loss mitigation actions, and substantial resources are
devoted to technology, developing efficient procedures and staff training, it is not possible to implement
procedures which are fully effective in controlling each of the operational risks notedabove. If such operational
risks are not effectively controlled, we may lose market share or, in extreme cases, risk regulatory sanction or
reputational damage.

We may not achieve targeted profitability or efficiency savings, which could have an adverse impact on our
capital planning and/or results of operations.

We seek to maintain a secure and dependable business for our members through, among other things,
generatinga level of profit sufficient to meet regulatory capital and future business investment requirements and
focusing on how we spend members’ money through driving a culture ofefficiency.

As a member-owned mutual organization, we aim to make the right level of profit to maintain our
financial strength and invest for the future, and we balance these longer-term priorities with delivering value to
our members through better rates, incentives and propositions. In recent years, our financial performance
framework has focused on parameters that have allowed us to calibrate future performance with a view to
achieving the right balance between distributing value to members, investing in the business and maintaining
financial strength, including a target profitability range that would enable sustainable capital strength. Upon
publicationon May 29, 2020 of our preliminary results for the financial year ended April 4, 2020, we announced
that we consider that the financial performance framework which has guided our decisions in the pastis no longer
appropriate in the currentenvironment, and that we are instead focusing on maintaining strong capital and liquidity
positions through the economic cycle.

In addition, achieving sustainable cost savings and embedding efficiencies remains one of our priorities.
Our continued focus on efficiency has now delivered over £400 million of sustainable run rate cost saves since
the introduction of our efficiency programin 2017, with £90 million of sustainable cost saves delivered in the
financial yearended April 4, 2020. This has been achievedthrough arange of initiatives that are focused onthe
development of digital capabilities, organizational design, third party savings, process improvements,
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simplification and elimination. However, there can be no assurance that such targeted cost savings will be
achieved. Any failure by us to make sufficient profits to maintain our financial strength and invest for the future
and/orto achieveour targeted efficiencies could adversely impact our capital ratios and the results of operations.

Market risks may adversely impact our business.

Market risk is the risk that the net value of, or net income arising from, our assets and liabilities is
impacted as a result of changes in market prices or rates, including interest rates or foreign exchange rates.
Changes in interest rate levels, yield curves and spreads may affect the interest rate margin realized between
lending and borrowing costs. Changes in currency rates, particularly in the sterling-dollar and sterling-euro
exchange rates, affect the value of assetsand liabilities denominated in foreign currencies and may affect incorme
from assets and liabilities denominated in foreign currency.

The performance of financial markets may cause changes in the value of our investment and liquidity
portfolios. Although we have implemented risk management methods designed to mitigate and control market
risks to which we are exposed and our exposures are constantly measured and monitored, there canbeno assurance
that these risk management methods will be effective, particularly in unusual or extreme market conditions. It is
difficult to predict with accuracy changes in economic or market conditions and to anticipate the effects thatsuch
changes could have on our financial performance and business operations. Unanticipated market risks could have
a material adverse effect onour financial performance or results of operations.

Concentration risks may adversely impactour business.

Our business activities are concentrated in the UK and ourbanking and financial products and services
are offered to UK retail customers. Our business is also concentrated on retail deposit and the residential mortgage
markets. Under current building society legislation, ourability to diversify our business is limited. Accordingly,
a decline in the UK economy or the predominantly retail markets in which we operate could have a material
adverse impact in our financial performance and business operations, which could be disproportionately greater
than the impact on other banking groups with more diversified businesses.

Reputational risk could causeharmto usand our business prospects.

Our reputation is one of our most important assets and our ability to attract and retain customers and
conduct business with our counterparties could be adversely affected to the extent that our reputation or the
reputation of the Nationwide brand is damaged. Failure to address, or appearing to fail to address, various issues
that could give rise to reputational risk could cause harmto us and our business prospects. Reputational issues
include, butare not limited to:

) failing to appropriately address potential conflicts of interest;

o breachingor facingallegations of havingbreached legal and regulatory requirements (including
money laundering and anti-terrorismfinancing requirements);

o acting orfacing allegations of havingacted unethically (including having adopted inappropriate
sales and trading practices, see “—We are exposed to risks relating to the mis-selling of
financial products, actingin breach of legal or regulatory principlesor requirements and giving
negligent advice” below);

o failing or facing allegations of having failed to maintain appropriate standards of customer
privacy, customer serviceand record-keeping;

o technology failures that impact upon customer service and accounts or the failure of
intermediaries orthird parties on whomwe rely;

) limiting hours of orclosing branches due to changing customer behavior;
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) failing to properly identify legal, reputational, credit, liquidity and market risks inherent in

products offered,;

) afailure to identify and respond appropriately tothechallenges and threats presented by climate
change; and

o generally poor business performance.

In addition, as with other businesses, how we are perceivedto have supported our members, custoners,
employees andsuppliers throughthe challenges presented by the Covid-19 pandemic could have a material effect
on ourbrand andreputation.

Any failure to address these or any other relevantissues appropriately could make customers, depositors
and investors unwilling to do business with us, which could adversely affect our business, financial condition and
results of operations and could damage our relationships with our regulators. We cannot ensure that we will be
successfulin avoiding damageto our business fromreputational risk.

We are exposedto risks relating tothe mis-selling of financial products, acting in breach of legal or regulatory
principles or requirements and giving negligent advice.

There is currently significant regulatory scrutiny of the sales practices and reward structures that financial
institutions have used when selling financial products. No assurance can be given that we will notincur liability
for past, currentor future actions, including failure to comply with applicable regulatory requirements, which are
determined to have been inappropriateand any such liability incurred could besignificantand materially adversely
affect ourresults of operations and financial position. In particular:

) certain aspects of our business may be determined by the Bank of England, the PRA, FCA, HM
Treasury,the CMA, the Financial Ombudsman Service (the “FOS”) orthe courts as notbeing
conducted in accordance with applicable laws or regulations, or, in the case of the FOS, with
what is fair and reasonable in the Ombudsman’s opinion;

) the alleged mis-selling of financial products, including as a result of having sales practices
and/or rewards structures thatare deemed to have beeninappropriate, may result in disciplinary
action (including significant fines) or requirements to amend sales processes, withdraw
products, or provide restitution to affected customers, all of which may require additional
provisionstobe recorded in our financial statements and could adversely impact future revenues
from affected products; and

o we may be liable for damages to third parties harmed by the conduct of our business.

In addition, we face both financial and reputational risk where legal or regulatory proceedings, or
complaints before the FOS, or other complaints are brought against us or members of our industry generally in
the UK High Court or elsewhere. For example, in August 2010, the Financial Services Authority (the “FSA”)
published a Policy Statement (the “PS10/12””) on“The Assessmentand Redress of Payment Protection Insurance
Complaints” (the “Statement’). The Statement applies to alltypes of Payment Protection Insurance (the “PPI”)
policies and followed Consultation Paper (CP10/06). Following publication ofthe Statement, the British Bankers
Association (the “BBA”) and others requested a judicial review ofthe FSA’s proposed approach to the assessment
and redress of complaints in respect of sales of PP1. On April 20, 2011, the High Court ruled in favor ofthe FSA.
The BBA chose not to appeal this ruling and the obligation for firms to comply with PS10/12 resulted in very
significant provisions for customer redress made by several UK financial services providers.

We hold provisions for customer redress to cover the costs of remediationand redress in relation to past
sales of financial products and ongoing administration, including non-compliance with consumer credit legis lation
and other regulatory requirements. In line with experience across the industry, we received a higher than
anticipated volume of PPl complaints and inquiries in the period immediately before the PPl deadline of August
29, 2019. Our customer redress charge increased to £56 million for the year ended April 4, 2020 (2019: £15
million) primarily as a result of an additional £39 million charge relating to PPI, which includes the cost of
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processing a large number of inquiries received where no PPl had beenheld. Theremainder of the charge relates
to remediation costs for other redress issues, including issues relating to the administration of customer accounts
and CMA Directions relating to failures in providing text alerts relating to customers' usage of overdraft facilities.

No assurance canbe given that we will not incur liability in connection with any past, current or future
non-compliance with legislation or regulation, and any such non-compliance could be significant and materially
adversely affect our results of operations and financial position or our reputation.

We could benegativelyaffected by deterioration in thesoundness or aperceived deterioration in the soundness
of other financial institutions and counterparties.

Given the high level of interdependence between financial institutions, we are and will continue to be
subjectto the risk of deterioration of the commercial and financial soundness, or perceived soundness, of other
financial services institutions. Within the financial services industry, the default of any one institution could lead
to defaults by other institutions. Concerns about, or a default by, one institution could lead to significant liquidity
problems, losses or defaults by other institutions, as was the case after the bankruptcy of Lehman Brothers in
2008, because the commercial and financial soundness of many financial institutions may be closely related as a
result of their credit, trading, clearing or other relationships. Even the perceived lack of creditworthiness of, or
guestions about, a counterparty may lead to market-wide liquidity problems and losses or defaults by us or by
other institutions. This risk is sometimes referred to as “systemic risk” and may adversely affect financial
intermediaries, such as clearing agencies, clearing houses, banks, securities firms and exchanges with whom
Nationwide interacts on a daily basis. Systemic risk could have a material adverse effect on our ability to raise
new funding and on our business, financial condition, results of operations, liquidity and/or prospects.

We routinely execute a high volume of transactions with counterparties in the financial services industry,
including brokers and dealers, commercial banks, investment banks, mutual and hedge funds, insurance
companies and other institutional clients, resulting in large daily settlement amounts and significant credit
exposure. Asaresult, we face concentration risk with respect to specific counterparties and customers. A default
by, oreven concerns about the creditworthiness of, oneor more financial services institutions could therefore lead
to further significantsystemic liquidity problems, or losses or defaults by other financial institutions, which could
have a material adverse effect on our ability to raise new funding, financial condition, results of operations,
liquidity or business prospects.

We are exposed to risks related to the LIBOR transition.

Reference rates and indices, including interest rate benchmarks, such as the London Interbank Offered
Rate (“LIBOR”), which are used to determine the amounts payable under financial instruments or the value of
such financial instruments (“Benchmarks”), have, in recent years, been the subject of political and regulatory
scrutiny as to howthey are created and operated. This has resulted in regulatory reformand changes to existing
Benchmarks, with further changes anticipated. These reforms and changes may cause a Benchmark to perfom
differently than it has done in the pastorto be discontinued.

We are exposed to a range of LIBOR-linked assets, liabilities and derivatives that will be impacted by
the phasingoutof LIBOR in 2021. A delay or failure by us to managethe transitionacross our balance sheet in a
consistent and timely manner could have a material adverse effect on our business, financial performance and
results of operation, and may result in regulatory fines or other action. In addition, wherethe transition affects our
products with our customers, in particular our retail members, a failure to manage the transition in a fair and
transparent manner could result in additional complianceand conduct risks, which could result in regulatory action
and/oradversely affect our reputation.

We have established a Libor Transition Working Group, which reports to our Assets and Liabilities
Committee (“ALCO”), to manage the fullrange of transition-related issues, including the conversion of existing
contracts and the impact on valuations and systems. While we have used basis swaps, which convert one
benchmarkrate to another, to reduce the economic exposure to affected benchmark rates within the portfolio of
existing contracts and, for new transactions which mature after anexpected discontinuation date, we are avoiding
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the use of affected benchmark rates, there can be noassurance this will fully mitigate the economic impact or risks
to us fromthe LIBOR transition.

At this time, it is not possible to predict the overall effect (including financial impacts) of any such
reforms and changes, any establishmentof alternative reference rates or any other reforms to these reference rates
that may be enacted, includingthe potential or actual discontinuance of LIBOR publication, any transition away
from LIBOR or ongoing relianceon LIBOR for some legacy products.

Uncertainty as to the nature of such potential changes, alternative reference rates (including risk-free
rates) or other reforms may adversely affect a broad array of financial products, including any LIBOR-based
securities, loans and derivatives that are included in our financial assets and liabilities, that use these reference
rates and may impact the availability and cost of hedging instruments and borrowings. If any of these reference
rates are no longer available, we may incur additional expenses in effecting the transition fromsuch reference
rates, and may be subjectto disputes, which could havean adverse effecton our results of operations. In addition,
it can have important operational impacts through our systems and infrastructure as all of our systems will need
to be adapted for the changes in the reference rates. Any of these factors may have a material adverse effect on
ourresults of operations, financial condition or prospects.

Risks relatedto climate change.

The physical and transition risks of climate change are becoming ever more apparentand have the
potentialto pose a significantthreat to our business withouta co-ordinated and timely response.

Climate change, and businesses' response to the emerging threats, are under increasing scrutiny by
governments, regulators and the public alike. These include physical risks resulting from changing climate and
weather patterns and extreme weather-related events, as well as transition risks resulting from the process of
adjustment towards a lower carbon economy. Governments and regulators may introduce increasingly stringent
rules and policies designed to achieve targeted outcomes, which could increase compliance costs for us, drve
asset impairments and result in regulatory fines or other action if we are unable to implement adequate refonrs
sufficiently quickly. Howwe assess and respond to these developments and challenges could increase our costs
of business, and a failure to identify and adapt our business to meet new rules or evolving expectations, or any
perceptionthatwe are under-performing relative to our peers, could result in reputational damage and/or risk of
legal claims.

Changes in our accounting policies or in accounting standards could materially affect how we report our
financial condition and results of operations.

From time to time, the International A ccounting Standards Board (the“IASB””) proposes changes to the
IFRS, as adopted by the European Commission for use in the European Union. These standards govem the
preparation of our financial statements. These changes could materially impact how we record and report our
financial condition and results of operations. In some cases, we could be required to apply a new or revised
standard retroactively, resulting in restating prior period financial statements.

For example, IFRS 9: “Financial Instruments” is the new standard that replaced IAS 39: “Financial
Instruments: Recognition and Measurement”. It changed the classification and measurement of some financial
assets, the recognition and the financial impact ofimpairment and hedge accounting. IFRS 9 was required to be
implemented in our financial statements for the year ending April 4, 2019. On April 5, 2018 we implemented
IFRS 9: “Financial Instruments”. The total impact on members’ interests and equity, net of deferred tax, was a
reductionof £162 million.

Among other changes, IFRS 9 replaced the incurred loss approach to impairment under IAS 39 with a
forward-looking model based on expected credit losses (“ECL”), which resulted in earlier recognition of credit
losses. This introduced a number of new concepts and changes to the approach to provisioning compared with the
methodologyunder IAS 39.
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The European authorities have recognized the risk that application of IFRS 9 may lead to a sudden
significant increase in ECL provisions and consequently a sudden decrease in the capital ratios of institutions.
Accordingly, Regulation (EU) 2017/2395 (the “IFRS 9 Regulation”) has been passed in order to introduce
transitional periods for mitigating the impact ofthe introduction of IFRS 9 on own funds applying fromJanuary
1, 2018 by way ofamendments to therecast Capital Requirements Regulation.

In addition, in response to the Covid-19 pandemic, on April 28, 2020 the European Commission
announced a proposed banking package of reforms which includes (amongst other things) a two -year extension
of these current transitional arrangements for mitigating the impact of IFRS 9 provisions on regulatory capital.
These measures allow banks and building societies to add back to their regulatory capital any increase in new
ECL provisionsincurredas of January 1, 2020 and recognized in 2020 and 2021 for financial assets which have
not defaulted. The proposals will become applicable on theday following their publication in the Official Joumal
of the EU.

In light of the Covid-19 pandemic, there is increased risk of material misstatement of ECL provisions
due to the degree of judgment and inherentuncertainty in the assumptions underlying the Covid-19 related
addition to the modeled provision. The European Commission and the PRA havealsoprovided guidanceas tothe
interpretation and flexibility of certain prudential and accounting requirements with respect to non-performing
loans and other assets in the context of Covid-19 generally and also specifically in the context of paymentholidays
and other allowances and concessions afforded to borrowers, including guidance on how banks and building
societies might approach key judgmentas to whether and when borrowers should be treated as having suffereda
significantincreasein credit risk (SICR) or credit impaired for accounting purposes under the expected credit loss
assessments under IFRS 9.

The IASB may make other changes to financial accounting and reporting standards that govem the
preparation of our financial statements, which we may adopt prior to the date on which such changes becorre
mandatory if we determined to be appropriate, or which we may be required to adopt. Any such change in our
accounting policies oraccounting standards could materially affectour reported financial condition and results of
operations.

Our accounting policies and methods are critical to how we report our financial condition and results of
operations. They require us to make estimates about matters that are uncertain.

Accounting policies and methods are fundamental to how we record and report our financial condition
and results of operations. We must exercise judgment in selecting and applying many of these accounting policies
and methods sothat they comply with IFRS.

We have identified certain accounting policies in the notes to the audited consolidated financial
statements for the year ended April 4, 2020 incorporated by referencein this Base Prospectus in respect of which
significant judgment is required in determining appropriate assumptions and estimates when valuing assets,
liabilities, commitments and contingencies. These judgments relate to the assumptions used in the determination
of impairment provisions on customer loans and advances (see note 10 to the audited consolidated financial
statements as at and for the year ended April 4, 2020), the estimates underlying its determination of provisions for
customerredress (see note 27 to the audited consolidated financial statements as at and for the yearended April
4, 2020) and the assumptions underlying its calculations of retirement benefit obligations (see note 30 to the
audited consolidated financial statements as at and for the year ended April 4, 2020).

A variety of factors could affect the ultimate value that is obtained either when earning incone,
recognizing an expense, recovering an asset or reducing a liability. We have established detailed policies and
control procedures thatare intended to ensure that these judgments (and the associated assumptions and estimates)
are well controlled and applied consistently. In addition, the policies and procedures are intended to ensure that
the process for changing methodologies occurs in an appropriate manner. Because of the uncertainty surrounding
our judgments and the estimates pertaining to these matters, we cannot guarantee that we will not be required to
make changes in accounting estimates or restate prior period financial statements in the future and any such
changes or restatements could be material in nature.

40



Furthermore, in light ofthe Covid-19 pandemic, there is increased risk of material misstatementof ECL
under IFRS 9 due to the degree of judgment and inherent uncertainty in the assumptions underlying the Covid-19
related addition to the modeled provision, as further described under "Risks relating to the impact of Covid-19"
above. See also "Changes in our accounting policies or in accounting standards could materially affect howwe
report our financial condition and results of operations.” above.

We may be required to make further contributions to our defined benefit pension schemes if the value of
pension fund assets is not sufficient to cover potential obligations. The accounting surplus in our defined
benefit pension scheme does not contribute to our CET1 capital and any future payments to the scheme may
reduce our CET1 capital.

We have fundingobligations to several defined benefit pension schemes. Pension risk is defined as the
risk that the value of the pension schemes'assets will be insufficient to meet the estimated liabilities, creating a
pension deficit. Pensionrisk can negatively impact our capital position and may result in increased cash funding
obligationsto the pension schemes.

During the financial yearended April 4, 2020, £61 million of employer deficit contributions were paid
into the Nationwide Pension Fund (the “Fund”). Following the March 31, 2016 Triennial Valuation ofthe Fund,
which was completed in 2017, annual employer deficit contributions of £61 million are payable over the years
2018 to 2021, in line with an agreed Deficit Recovery Plan, and employer contributions in respect of ongoing
employee benefit accrual will be paid in line with an agreed Schedule of Contributions. We can cease paying
deficit contributions in certain circumstances, such as the Fund reachinga funding surplus. The March 31, 2019
Triennial Valuation of the Fund is underway. The Issuer and the pensions Trustee are negotiating, among other
things, a new Schedule of Contributions and Deficit Recovery Plan, andthis is expected to beagreed in 2020.

On February 17,2020, we announced that we would be closing the Fundto future accrual on March 31,
2021, following a formal consultationin late 2019. This will result in current active members becoming deferred
members, their benefits being linked to the Consumer Prices Index(CPI) before retirement rather than the Retail
Prices Index (RPI) and salary increases which is the current active member position. This resulted in a one-off
reduction in the liabilities. The retirement benefit position on our balance sheet as at April 4, 2020 was a
£294 million 1AS19 accounting surplus within assets (compared with a £105million 1AS19 accounting deficit as
at April 4, 2019 within liabilities).

The movement in the retirement benefit obligationis primarily as a resultofan increase in credit spreads
(dueto a perceived increase in risk associated with the Covid-19 outbreak) which reduces the liabilities relative
to the assets, as well as the impact of the decision to closethe Fundto future accrual on March 31, 2021. This has
been partially offset by a fallin the value ofequities andilliquid assets held by the Fund, due to market volatility
driven by Covid-19. Assuch, any further market volatility resulting fromCovid-19 or otherwise could impact the
value ofthe assets in the Fund and whether an accounting deficit or surplus is recorded.

A pension credit of £74 million (2019: £98 million pension charge) was recognized in the incone
statement for the financial year ended April 4, 2020, mainly driven by the one-off reduction in the liabilities as a
result ofthe decision toclosethe Fundto future accrualon March 31, 2021.

Any increases in the contributions which we are required to pay in respect of our defined benefit pension
schemes, including asa result of the Triennial Valuation ofthe Fund, could havea negative impact on our results
of operations. In addition, any IAS19accounting deficit in our defined benefit pension scheme would be reflected
in our CET1 capital. Accordingly, an increase in deficit can result in areductionin our capital ratios.

We are exposed to the risk of changes in tax legislation and its interpretation and to increases in the rate of
corporateand other taxes

Ouractivities are principally conducted in the UK and we are therefore subjectto arange of UK taxes at
various rates. Future actions by the Government to increase taxrates or to impose additional taxes would reduce
our profitability. Revisions totaxlegislationorto its interpretation might also affect our financial condition in the
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future. In addition, we are subjectto periodic taxaudits which could result in additional taxassessments relating
to past periods of up to sixyears being made. Any such assessments could be material which might also affect
ourfinancial conditionin the future.

The Senior Managers and Certification Regime mayhave a material adverse effect on our business.

The Senior Managers and Certification Regime (the “SM&CR”) came into force for UK banks, building societies,
credit unions, PRA-designated investment firms and branches of foreign banks operating in the UK on March 7,
2016, and is intendedto governthe individual accountability and conduct of senior persons within such entities.
Among other things, the SM&CR introduced: (i) requirements on financial institutions to allocateand map senior
management responsibilities and reporting lines across all areas of the organization’s activities; (ii) a new senior
persons regime governing the conduct of bank staff approved by the PRA or the FCA to perform senior
management functions (including certain non-executive directors); (iii) new rules requiring financial institutions
to certify the ongoing suitability of a wide range of staff performing certain functions; (iv) the extension (from
March 2017) by the FCA of conduct rules (generally enforceable by PRA and/or FCA disciplinary action,
including financial penalties and public censure) previously only applicable to Senior Managers and certified staff
toall in-scope staff other than those undertaking purely ancillary functions; and (v) the introduction ofa criminal
offense forreckless misconduct by senior bank staff. Rules regarding regulatory references for persons whoare
to be appointed as Senior Managers or to performa certification function withinthe SM&CR also came into force
from March 7, 2017.

The PRA and FCA continueto publish guidanceand consult on future changes to the SM&CR. On November 19,
2019, the FCA published its supervisory expectations in relation to SM&CR for firms which are transitioning
away from LIBOR and other Benchmarks. Complying with new regulations imposes costs on our business,
including legal costs to implement new policies and procedures, as well as the time and attention of senior
management. In addition, any violation of the SM&CR could result in disciplinary action against us or our
employees, financial penalties as well as reputational damage, any of which could havea materialadverse effect
on our business, financial position or results of operations. As a result of Covid-19, changes may need to be
implemented to our business, for example to take account of modifications which may be required to the
responsibilities of senior managers (forexample, on April 3, 2020 the regulators published “Joint FCA and PRA
statement Senior Managers and Certification Regime (SM&CR) and coronavirus (Covid-19): our expectations of
dual-regulated firms”. This statementwas updated on April 6, 2020 and sets out the PRA and FCA’s expectations
in relation to compliance with certain obligations under SM&CR). All of these developments could result in
additional costs on our business and require additional time and the attention of senior management.

Risks Relatedto Regulations/the Regulatory Environment

Very recent or future legislative and regulatory changes could impose operational restrictions on us, causing
us to raise further capital, increase our expenses and/or otherwise adversely affect our business, results,
financial condition or prospects.

We conduct our business subject to ongoing regulation by the PRA and the FCA, which oversee our
prudential arrangements and the sale of financial products, including, for example, residential mortgages,
commercial lending, savings, investment, consumer credit and general insurance products. Theregulatory regime
requires us to be in compliance across many aspects of activity, including the training, authorization and
supervision of personnel, systems, processes and documentation. The financial sector has seenan unprecedented
volume and pace of regulatory change in the years following the global financial crisis, and significant resource
has beenrequiredto assess and implement necessary changes. If we fail to comply with any relevant regu lations,
there is arisk of an adverse impact on its business due to sanctions, fines or other action imposed by the regulatory
authorities.

This is particularly the case in the current market environment, which continues to witness significant
levels of Government intervention in the banking, personal finance and real estate sectors. Future changes in
regulation, fiscal or other policies are unpredictable and beyond our controland could materially adversely affect
ourbusiness or operations.
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A range of legislative and regulatory changes (including those referred to in “Supervision and
Regulation” below) have been made by regulators and other bodies in the UK and the EU which could impose
operational restrictions on us, causing us to raise further capital, increase our expenses and/or otherwise adversely
affect our business, results, financial condition or prospects.

As at the date of this Base Prospectus it is difficult to predict the effect that any of these changes will
have on ouroperations, business and prospects or howany of the proposals dis cussed above will be implemented
in light of the fundamental changes to the regulatory environment proposed by the Government and/or the
European Commission. Depending on the specific nature of the requirements and how they are enforced, the
changes could have a significant impact on our operations, structure, costs and/or capital requirements.
Accordingly, we cannot assure investors that the implementation ofany of the foregoing matters will not have a
material adverseeffect on our operations, business, results, financial condition or prospects.

Furthermore, we cannot assure investors that any other regulatory or legislative changes or any other
Governmental interventions that may have been proposed or which may materialize in the future will not have a
material adverseeffect on our operations, business, results, financial condition or prospects. While the scope and
nature of any such changes are unpredictable, any interventions or regulations designed to increase the protections
for UK retail and other customers of banks and building societies, for example through stricter regulation on
repossessions and forbearance by mortgage lenders, could materially adversely affect our business or operations.

We are also subject to anumber of EU and UK proposals and measures targeted at preventing financial
crime (including anti-money laundering and terroristfinancing). While we are committed to operating a business
that prevents, deters and detects money laundering andterroristfinancing in accordance with such requirements,
if there are breaches of these measures or existing law and regulation relating to financial crime, we could face
significant administrative, regulatory and criminal sanctions as well as reputational damage which may have a
material adverseeffect on our operations, financial condition or prospects.

We are also investing significantly to ensure that we will be able to comply with developing regulatory
requirements and emerging consumer trends and preferences for digital services. If we are unsuccessful in
efficiently adopting the requisite new compliance practices, this willadversely impact our ability to operate in the
financial services markets andto deliver an appropriate level of operational and financial performance.

We are subject to wide-ranging regulatory action inthe event that our failure is considered likely and to pose
athreatto the public interest.

Inthe EEA, the BRRD provides for a package of minimum early interventionand resolution-related tools
and powers for relevant authorities and provides for special rules for cross-border groups. The UK implemented
the majority of the measures under the BRRD into English law, by way of amendment to the UK Banking Act
2009 onJanuary 1, 2015.

Underthe UK Banking Act 2009 as amended (the “Banking Act”), substantial powers have been granted to HM
Treasury, the Bank of England (including the PRA) and the FCA (together, the “Authorities”) as partofa Special
Resolution Regime (the “SRR”). These powers enable the Authorities, among other things, to resolve a bank or
building society by means of several resolution tools (the “Stabilization Options™) in circumstances in which the
Authorities consider its failure has become highly likely and a threat is posed to the public interest. In respect of
UK building societies, the relevant tools include:

(i) modified property transfer powers whichalso refer to cancelation of shares and conferring rights
and liabilities in place of such shares;

(i) in place ofthe share transfer powers, a public ownership tool which may involve (among other
things) arranging for deferred shares in a building society to be publicly owned, cancelation of
private membership rights and the eventual winding up or dissolution of the building society;
and
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(iii) modified bail-in powers such that exercise of the tool may be immediately preceded by the
demutualization of the building society through the conversion of it into a company or the
transferofall of our property, rights or liabilities to a company.

In each case, the Banking Act grants additional powers to modify contractual arrangements in certain
circumstances and powers for HM Treasury to disapply or modify laws (with possible retrospective effect) to
enable the powers underthe Banking Act to be used effectively.

The BRRD also provides that a Member State as a last resort, after having assessed and used the
resolutiontools setoutaboveto the maximum extent practicable while maintaining financial stability, and where
certain other mandatory conditions ofthe BRRD have beensatisfied, may provideextraordinary public financial
support through additional financial stabilization tools. These consistof the public equity supportand temporary
public ownership tools. Any such extraordinary financial support must be provided in accordance with the BU
state aid framework, and there can be no assurance that investors in any notes would benefit from such support
even ifit were provided.

Secondary legislation which makes provision for the Stabilization Options under the SRRto be used in
respect of any “banking group company” came into force on August 1, 2014. The definition of “banking group
company” encompasses certain of our subsidiaries and affiliates. The amen dments to the Banking Act allow the
Stabilization Options under the SRR and the bail-in stabilization power to be applied to any of our group
companies thatmeet the definition ofa “banking group company.”

The Banking Act contains a separate power, often referred to as the “capital write-down tool”, enabling
the Authoritiesto cancel ortransfer CET1 instruments away fromthe original owners, orwrite down (including
to nil) an institution’s AT1 and Tier 2 capital instruments, or to convert theminto CET1 instruments, if the
Authorities consider thatthe institution or the group is at the “point of non-viability”” and certain other conditions
are met. The capital write-down tool must be applied before any of the Stabilization Options provided for in the
SRR may be used in practice and may be used whether or not the institution subseguently enters into resolution.
Additionally, in respect of building societies, the resolution authority may write-down or convert instruments
issued by the building society itself or a successor entity formed through exercise of Stabilization Options.
Subordinated notes issued under theprogrammay be Tier 2 capital instruments, andany such subordinated notes
would be subject to the capital write-down tool. For more information see: “The UK Banking Act 2009 confers
substantial powerson a number of UK authorities designedto enable themto take a range ofactionsin relation
to UK deposit-taking institutions which are considered to be atrisk offailing. The exercise ofanyofthese actions
in relation to us or any notes could materially adversely affect the value of any notes and/or the rights of
noteholders”.

The SRR may be triggered prior to our insolvency. The purpose of the Stabilization Options is to address the
situation where all or part of a business of a relevant entity has encountered, or is likely to encounter, financial
difficulties, giving rise towider public interestconcerns. Accordingly, the Stabilization Options may be exercised
if:

0] the PRA is satisfied that a relevant entity is failing or s likely to fail;

(i) having regardto timing and other relevantcircumstances, the Bank of England determines that
it is not reasonably likely that (ignoring the Stabilization Options) actionwill be taken that will
enable the relevant entity to satisfy those conditions;

(i) the Bank of England considers the exercise of the Stabilization Options to be necessary, having
regard to certain public interestconsiderations (such as thestability of the UK financial system
public confidencein the UK banking systemand the protection of depositors); and

(iv) the Bank of England considers that the specific resolution objectives would not be met to the
same extent by the winding up ofthe relevant entity.
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It is therefore possible thatone or more of the Stabilization Options could be applied priortothe pointat
which any insolvency proceedings with respect to the relevantentity could be initiated.

The European Banking Authority (the “EBA”)has published guidelines on the circumstances in which
an institution shall be deemed as “failing or likely to fail” by supervisors and resolution authorities. The guidelines
set out the objectivecriteria which should apply when supervisors and Authorities make sucha determination.

Althoughthe Banking Act provides for conditions to theexercise of any resolution powers and the EBA
guidelines set out the objective elements for determining whether an institution is failing or likely to falil, it is
uncertain howthe Authorities would assess such conditions in any particular situation. The relevant Authorities
are also not requiredto provide any advance noticeto holders of notes of their decision toexercise any resolution
power. Therefore, holders of notes may not be able to anticipate a potential exercise ofany such powers nor the
potential effect ofany exercise of such powers on us orthe notes.

We refer to the “Supervision and Regulation—European Union Legislation—Revisions to the BRRD
framework” section for changes to the BRRD, the majority of which are due to come into force by December 28,
2020 with certain amendments phased-in until 2024. Such changes include the introduction of a new moratorium
power for competentauthorities and resolution authorities.

We are subject to regulatory capital and liquidity requirements which may change.

We are subject to extensive and evolving regulatory capital and liquidity requirements, as further
describedin “Supervision and Regulation”.

Changes to the regulatory capital and liquidity requirements, and/or the prudential framework, under
which we operate could hinder growth by prescribing more stringent requirements than those with which we
currently comply. Our capital ratios may be adversely affected not only by a reductionin our capital (including if
we suffer financial losses) butalso by changes in the manner in which we are required to calculate our capital
and/or the risk-weightings applied to our assets. For example, we are currently authorized to apply an ‘intemal
ratings based’ (“IRB”) approach to calculating our risk-weighted assets. An IRB approach enables an institution
to tailor more closely risk-weights to its particular assets than standardized risk-weights, and accordingly in many
cases canbe expected to be lower than risk-weights whichwould apply under a standardized approach. Changes
to how we apply our IRB model, or which may require us to calculate our risk-adjusted assets on the basis of
standardized or loan-to-value-based standardized risk-weights, could have a material adverseimpact on our capital
ratios, evenif we remain profitable. In particular, as further describedin “Supervisionand Regulation—European
Union Legislation—RWA floors and IRB modeling”, RW A output floors are due to be implemented through a
transitional period from 2023 to 2028. The introduction of these RWA floors and IRB calibration changes will
lead to a significant increase in our RWA over time and we currently expect the consequential impact on our
reported CET1 ratio ultimately to be a reduction of approximately 45-50% relative to our current position
(althoughorganic earnings throughthetransition are expected to mitigate theimpact suchthat our reported CET1
ratio will in practice remain in excess ofthe pro forma levels implied by these changes). For further information,
please referto the “Supervision and Regulation—European Union Legislation—RWA floors and IRB modeling”
section.

In addition, a failure adequately to manage capital, liquidity and MREL requirements could have a
material adverse effect on us. While we monitor current and expected future capital, liquidity and MREL
requirements, including having regard to both leverage and RW A-based requirements, and seek to manage and
plan our prudential position accordingly and on the basis of current assumptions regarding future capital and
liquidity requirements, there can be no assurance that ourassumptions will be accurate in all respects or that we
will not be requiredto take additional measures to strengthen our capital or liquidity position.

Effective management of our capital and regulatory authorizations is critical to our ability to operateand
growourbusinessandto pursue our strategy. Any changethat limits our ability to manage our balancesheetand
capital resources effectively (including, for example, reductions in profits and retained earnings as a result of
credit losses, write-downs or otherwise, increases in RWAs (which may be pro-cyclical under the current capital
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framework, resultingin risk-weighting increasing in economic downturns), delays in the disposal of certain assets
orthe inability to raise capital or funding through wholesale markets as a result of market conditions or otherwise)
could have a material adverse impact on our business, financial condition, results of operations, liquidity and/or
prospects.

Furthermore, if we fail, or are perceived to be likely to fail, to meet our minimum regulatory capital,
leverage, liquidity or MREL requirements, including in connection with any stress tests performed by the Bank
of England or any other relevant authority, this may result in administrative actions or regulatory sanctions. In
addition, any actual or perceived weakness relative to our competitors could result in a loss of confidence, which
could result in high levels of withdrawals from our retail deposit base, upon which we rely on for lending and
which could havea material adverseeffect on our business, financial position or results of operations.

Impact ofCovid-19

The future impact of Covid-19 on our capital ratios is not yet clear, although it is likely to lead to some
RWA inflation and therefore a lower CET1 ratio in the short to medium term. While, based on our current
estimates and projections, we currently expectto maintain, over theshort tomediumtermhorizon, a surplus above
combined bufferrequirements that we are expected to meet by the PRA and the threshold at which a maximum
distributable amount (MDA)would be imposed, there is significant uncertainty as to the duration and degree of
impact of Covid-19. If this is significantly worse than our base-case estimates, further erosionin the CET1 ratio
cannotbe discounted.

Further specific measures may also be taken by our regulators to address potential capital and liquidity
stress, which could limit our flexibility to manage ourbusinessandour capital position, including in the event of
restrictions on distributions and capital allocation. Forexample, on March 31, 2020 the PRA wrote to the CEOs
of the large UK high street lenders (including Nationwide) to outline, among other things, its expectations with
respect to payments of dividends on equity and cash bonuses to senior staff, including all material risk takers.
While the PRA in its letter to Nationwide confirmed that (in contrast to its expectations with respect to the
declaration or paymentofdividends by banks in the near-term) it was not requesting thatwe halt payments on its
CCDS at that time, there can be no assurance that further measures or expectations may be implemented or
outlined by ourregulators over time, which could affect our capital position, our ability to raise further capital or
the costs of new capital, and/or our business operations.

We are requiredto pay levies under the FSCS and are exposedto future increases in such levies, which might
impact our profits.

The Financial Services and Markets Act 2000 (the “FSMA”) established the FSCS, which pays
compensation to eligible customers of authorized financial services firms which are unable, or are likely to be
unable, to pay claims against them. For further information, please referto the section entitled “ Supervisionand
Regulation—UK Regulation—Financial Services Compensation Scheme.” Based on our share of protected
deposits, Nationwide paid levies tothe FSCSto enable the scheme to meet claims againstit.

In common with other financial institutions which are subject to the FSCS, we also have a potential
exposure to future levies resulting fromthe failure of other financial institutions and consequential claims which
arise againstthe FSCSas aresult of such failure.

There can be no assurance that there will be no further actions taken under the Banking Act that may
lead to further claims against the FSCS, and concomitantincreased FSCS levies payable by us. Any such increases
in our costs and liabilities related to the levy may have a material adverse effect on our results of operations.
Further costs and risks may also arise fromdiscussions at governmental levels around the future design of financial
services compensation schemes, such as increasing the scope and level of protection and moving to pre-funding
of compensationschemes.

The EU directive on deposit guarantee schemes (the “DGSD”) requires EU Member States to ensure that
by July 3, 2024 the available financial means ofthe deposit guarantee schemes regulated by it reach a minimum

46



target level of 0.8% of the covered deposits of credit institutions. The schemes are to be funded through regular
contributions before theevent (ex-ante) to the deposit guarantee schemes (the UK has previously operated an ex-
post financing where fees are required after a payment to depositors has occurred). In case of insufficientex-ante
funds, the deposit guarantee scheme will collect immediate after the event (ex-post) contributions from the
banking sector and, as a last resort, it will have access to alternative funding arrangements such as loans from
public or private third parties. HM Treasury and the PRA have brought into force final requirements on the UK
implementation of the DGSD. These requirements provide, among other things, thatthe ex-ante contributions are
met by funds already collected under the UK bank levy (withtheability, in the case of insufficient funds, to collect
immediate ex-post contributions) and changes to the FSCS including the introduction of temporary high balnce
deposit protection, upto £1 million, for up to sixmonths fromwhen theamount was deposited for certain limited
types of deposits and changes to the types of depositors thatare eligible for compensation. It is possible, as a result
ofthe DGSD and UK requirements, that future FSCS levies onus may differ fromthose it has incurred historically,
and that such reforms could result in us incurringadditional costs and liabilities, which may adversely affect our
business, financial conditions and/or results of operations.

Our principal business is providing residential mortgagesin the UK. Assuch, we are susceptible to changes in
UK mortgage rules and regulation which couldimpact ourabilityto retain currentmortgage customers and/or
attractnew mortgage customers.

The FCA published its Mortgages Market Study Final Report (MS16/2) in March 2019. While it found
that the mortgage market is working well in many respects, the report illustrated a number of areas for
improvement relating to customer choiceand the ability of customers to switch mortgage providers. On October
28, 2019, the FCA published Policy Statement PS 19/27 entitled “Changes to mortgage responsible lending rules
and guidance —feedback onCP19/14 and final rules’setting outdetailed proposals to remove regulatory barriers
to changing mortgages for “mortgageprisoners”. The term“mortgage prisoners” has been defined by the FCA to
mean mortgage customers who would benefit from changing their mortgage product (either with their existing
lender orwith anew lender) but areunable to do so despite being up to datewith their current mortgage payments.
The changes to the FCA’s Mortgages and Home Finance: Conduct of Business sourcebook (the “MCOB”) set
out in PS19/27, which came into force on October 28, 2019, should make it easier for a customer who is a mortgage
prisoner to switch to a new lender. This could lead to an increase in redemptions of mortgages sooner than
anticipated, thereby reducing the interest payable onthose loans. The rules, based on pre-coronavirus conditions,
require firms to write to those who may be eligible letting them know they may be able switch their mortgage.
However, the FCA decided that given lenders’ inability to offernew switching options to mortgage prisonersin
view of Covid-19 it would be wrong to require letters to be sent to consumers at this time. The FCA therefore
extended thewindow during which it expects firms to contact consumers aboutswitching options by 3 months to
December 1, 2020. On January 31, 2020 the FCA published Policy Statement PS 20/1 “Mortgage advice and
sellingstandards: feedback to CP 19/17 andfinal rules” the finalrules on mortgage adviceand selling standards
are aimed at giving consumer more choice in how they buy a mortgage. The changes include expanding the
perimeter on what is mortgage advice and requiring advisors to explain why they have not recommended a cheaper
mortgage (where other products meet the customer needs). The changes came in to force onJanuary 31, 2020. To
allow firms time to adapt their process to accommodate the changes, some ofthe rules are subject to transitional
provisions until July 30, 2020. Itis possible thatfurther changes may be made to the MCOB as a result of cunrent
and future reviews, studies and regulatory reforms which could have a material adverse effect on our business,
finances oroperations. Any failure to comply with these rules may entitle a borrowerto claim damages for loss
suffered orset-off theamount of the claimagainst monies owing under a regulated mortgage contract and the new
rules may also negatively affect mortgage supply and demand.

Risks Relatedto the Notes

The UK Banking Act2009 confers substantial powers on a number of UK authorities designed to enablethem
to take a range of actions in relation to UK deposit-taking institutions which are considered to be at risk of
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failing. The exerciseofany of these actions in relation to us or any notes could materially adversely affectthe
value of any notes and/or the rights of noteholders.

Under the Banking Act, substantial powers are granted to HM Treasury, the Prudential Regulation
Authority (the “PRA”),the FCA and the Bank of England (together, the “Authorities™) as part of the SRR. These
powers enable the relevant Authority, being the Bank of England as UK resolutionauthority, to deal with, anong
otherentities,a UK bank orbuilding society (each a “relevantentity”) in circumstances in which that Authority
considers that the resolution conditions are satisfied, through a series of stabilization options. For further
information in relation to our regulatory environment and capital requirements see “Risks Related to
Regulations/the Regulatory Environment — We are subject towide-ranging regulatory action in the event that our
failure is considered likely and to pose a threat to the public interest” and “Risks Related to Regulations/the
Regulatory Environment— We are subject to regulatory capital and liquidity requirements whichmay change”.

Various actions may be taken under the SRR in relation to the notes without the express consent of the noteholders,
and by acquiring the notes eachnoteholder agrees to be bound by suchactions

If we were made subjectto the SRR, HM Treasury orthe Bank of England may exercise extensive share
transfer powers (applying to a wide range of securities) and property transfer powers (including powers for partial
transfers of property, rights and liabilities) over us and/or our securities (subject to certain protections).

Exercise of these powers could involve taking various actions in relation to any securities issued by us
(including any notes issued under the program) without the express consent of the noteholders, including (among
otherthings):

) transferring the notes outof the hands of the noteholders;
o delisting the notes;
o writing down (which may be to nil) the notes or converting the notes into another formor class

of securities; and/or

o modifying or disapplying certain terms of the notes, which could include modifications to
(without limitation) the maturity date (which may be to extend the maturity date), the interest
provisions (including reducing the amount of interest payable, the manner in which interest is
calculated and/or the scheduled interest payment dates, including by suspending payment fora
temporary period), and/or the redemption provisions (including the timing of any redemption
options and/or the amount payable upon redemption), and may result in the disapplication of
accelerationrights orevents of default under the terms ofthe notes or the effect thereof.

By acquiring the notes, each noteholder (including each beneficial owner) acknowledges, agrees to be
bound by and consents to the exercise of any UK bail-in power by the relevant UK resolution authority. Each
noteholder (including each beneficial owner) also acknowledges, agrees to be bound by and consents to any
amendment to theterms of the Indenture and any notes made in order to ensure the effectiveness and enforceability
of such contractual acceptance of the exercise ofany UK bail-in powers.

The relevant Authorities may exercise the bail-in tool under the Banking Act to recapitalize a relevant
entity in resolution by allocating losses to (among others) its capital providers and unsecured creditors (which
would include noteholders) in amanner that (i) ought to respectthe hierarchy of claims in an ordinary insolvency
and (ii) is consistent with shareholders and creditors not receiving a less favorable treatmentthan they would have
received in ordinary insolvency proceedings of the relevantentity (known as the “no creditor worse off” principle,
although this may notapply in relation toan application of the write-down and conversion power in circumstances
where a stabilization power is not also used; holders of debt instruments which are subject to the power may,
however, have ordinary shares transferred to or issued to themby way of compensation). Accordingly, theranking
of notesin insolvency canbe expectedto have a direct impact on the relative losses imposed on noteholders in a
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resolution. For further information with respect to the ranking ofnotes, see “The notes rank junior to most of our
liabilities” below.

The bail-in toolincludes the powerto cancel a liability or modify the terms of contracts for the purposes
of reducing or deferring the liabilities ofthe relevant entity under resolution and the power to convert a liability
from one form or class to another. There is also the power to convert a building society into a company in
connection with a bail-in. The exercise of such powers may result in the cancelation of all, or a portion, of the
principal amount of, interest on, or any other amounts payable on, the notes and/or the conversion of all or a
portion ofthe principalamount of, interest on, orany otheramounts payable on, the notes into equity securities
(which, in ourcase, could be CCDS) or othersecurities or other obligations of ours oranother person, including
by means ofa variation to the terms ofthe notes.

The taking of any such actions could materially adversely affect the rights of noteholders, the price or
value of their investment in the notes, the liquidity and/or volatility ofany market in the notes and/or our ability
to satisfy our obligations under thenotes. In such circumstances, noteholders may have a claimfor compensation
under one of the compensation schemes existing under, or contemplated by, the Banking Act. However, such
compensationwill be limited to the return the noteholder might otherwise havereceived in an insolvency (less the
value already received throughresolution), and there canbe no assurance thatnoteholders willhave such a claim
or, if they do, that they would thereby recover compensation promptly orequal to anylossactually incurred.

In addition, ifthe market perceives oranticipates thatanyaction may be taken under the Banking Actin
respect ofus orany of oursecurities (including any notes issued under the program), this may have a significant
adverse effect on the market price of the notes and/or the liquidity and/or volatility of any market in the notes,
whetherornot such powers are ultimately exercised. In such case, investors may experience difficulty in selling
theirnotes, ormay only be able to selltheirnotesata loss.

Mandatory write-down and conversion of capital instruments may affect the subordinated notes

As noted above, in additiontothe stabilization options which may be used in a resolution of an institution,
the Banking Act contains a capital write-down tool which enables (and, if the institution enters into resolution,
requires) the relevant Authority to permanently to write-down, or convert into CET1 instruments (which, in our
case, could be CCDS), any Tier 1 capitalinstrumentsand Tier 2 capital instruments (including subordinated notes
issued under the program) at the point of non-viability of the relevant entity and before or together with the
exercise of any stabilization power.

For the purposes of the application of such mandatory write-down and conversion power, the point of
non-viability is the pointatwhich (i) the relevant Authority determines that the relevant entity meets the conditions
forresolution (butno resolution action has yetbeentaken), (i) the relevant Authority determines thatthe relevant
entity orits group will no longerbe viable unless the relevant capital instruments are written -down or converted
or (iii) extraordinary public financial support is required by the relevant entity other than, where the entity is an
institution, forthe purposes of remedying a serious disturbance in the economy ofan EEA member state and to
preservefinancial stability.

Subordinated notes issued under the programmay therefore be subject to write-down or conversion into
equity on application of such powers (without requiring the consent of the holders thereof), which may result in
the holders losing some or all of their investment. The “no creditor worse off” safeguard would not apply in
relation to an application of such powers in circumstances where resolution powers are not also exercised.

The exercise of such mandatory write-down and conversion power under the Banking Act could,
therefore, materially adversely affect the rights of holders of subordinated notes, and such exercise (or the
perceptionthat such exercise may occur) could materially adversely affect the price or value of their investment
in subordinated notes and/or our ability to satisfy our obligations under the notes, and/or may adversely affect
liquidity and/or volatility in any market for such subordinated notes.
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The circumstances under which the relevant Authorities would exercise resolution powers are uncertain, which
may affect the value ofthe notes

There is considerable uncertainty regarding the specific factors beyond the goals of addressing banking
crises pre-emptively and minimizing taxpayers' exposure to losses (for example, by writing down relevant capital
instruments before the injection of public funds into a financial institution) which the relevant Autho rities would
consider in decidingwhether to exercise the Banking Act resolution powers with respect to the relevant financial
institution and/or securities, suchas the notes, issued by thatinstitution. While the Banking Act provides guidance
as to howandwhentheresolution powers may be utilized by the relevant Authorities, the BRRD (which has been
transposed into English law by amendments to the Banking Act) allows fora considerable amount of discretion
and there is no certainty as to howthe relevant Authorities will exercise any resolution powers with respectto a
given financial institution and/or securities issued by that institution. As there may be many factors, including
factors outside of our controlor not directly related to us, which could result in such a determination, holders of
the notes may not be able to refer to publicly available criteria in order to anticipate a potential exercise of any
such resolution powers.

Accordingly, the threat of resolution powers being used may affect trading behavior, including prices
and volatility, and, as a result, the notes are not necessarily expected to follow the trading behavior associated
with othertypes of securities.

The conditions of the notes contain provisions that may permit their modificati on without the consent of
investors.

Where we encounter, or are likely to encounter, financial difficulties that are affecting, or will or may
affect, ourability to carry on business as agoing concern, we may propose a restructuring plan (a “Plan”) with
our creditors under Part 26A of the Companies Act 2006 (introduced by the Corporate Insolvency and Govemance
Act 2020) to eliminate, reduce, prevent or mitigate the effect of any of those financial difficulties. Should this
happen, creditors whose rights are affected are organized into creditor classes and can vote on any such Plan
(subject toany classes being excluded fromthevote by the English courts for having no genuine economic interest
in Nationwide). Providedthat one class of creditors (who would receive a payment, or havea genuine econorric
interest in Nationwide) has approved thePlan, and in the view of the English courts any dissenting class(es) who
did not approve the Plan are no worse off under the Plan than they would be in the event of the “relevant
alternative” (such as, broadly, liquidation or administration), then the English court can sanction the Plan where
it would be a proper exercise of its discretion. A sanctioned Plan is binding on all creditors and members,
regardless of whether they approved it. Anysuch sanctioned Planin relation tous may, therefore, adversely affect
the rights of noteholders and the price or value of their investment in the notes, as it may have the effect of
modifying or disapplying certain terms of the notes (by, for example, writing down the principal amount of the
Notes, modifying theinterest payable on the Notes, the maturity date or dates on which any payments are due or
substituting the Issuer). The Secretary of State has the power, by secondary legislation, to exclude certain
companies providing financial services fromthe scope of Part 26A and it may well be that, in practice, the special
resolution regime under the Banking Act is more likely to be used to resolve our finance difficulties rather than
the Plan.

Further issuancesmay negatively affectthe market valueofthe original notes ifthey are treated as a separate
series for U.S. federal income tax purposes.

We may, without the consent of the holders of outstanding notes, issue additional notes with identical
terms. Theseadditional notes, evenifthey are treated for non-taxpurposes as part of the same series as the original
notes, in some cases may be treated as a separateseries for U.S. federal income tax purposes. In sucha case, the
additionalnotes may be considered to have been issued with originalissue discount (“OID”) even if the original
notes had no OID, or the additional notes may have a greater amount of OID than the original notes. These
differences may negatively affect the market value of the original notes if the additional notes are not otherwise
distinguishable fromthe original notes.

50



The notes may not be freely transferred.

We have not registered, and will not register, the notes under the Securities Act orany otherapplicable
securities laws. Accordingly, the notes are subjectto certain restrictions on resale and other transfer thereof as set
forth in the section entitled “Transfer Restrictions.” As aresult ofthese restrictions, we cannot be certain of the
existence ofa secondary market for the notes orthe liquidity of such a market if one develops. Consequently, a
holder of notesandan owner of beneficial interests in those notes must be able to bear the economic risk of their
investment in the notes for the termofthe notes.

The notes rank junior to mostofour liabilities.
The notes rank behind liabilities whichare preferred by law

A substantial portion of claims against us in the eventofawinding up or dissolution will rank ahead of
claims in respect of the notes. Holders of notes and other unsubordinated creditors will, in an insolvency, rank
juniorto member share accounts, which are given preferential status under law.

The English insolvency regime applicable to us at the date of this Base Prospectus provides for:

(i) a first-ranking preference to those deposits and share accounts (or a relevant part thereof) of
natural persons and micro, small and medium enterprises, which are actually protected by the
Financial Services Compensation Scheme (the “FSCS”) (i.e. are eligible for protectionand do
not exceed the FSCS coverage limit (being, as at the date of this Base Prospectus, £85,000));
and

(i) asecond-ranking preferenceto deposits and share accounts (or a relevant part thereof) of natural
persons and micro, smalland mediumenterprises, whichwould be eligible for FSCS protection
but for the fact that they either (a) exceed the coverage limit of the FSCS or (b) were made
througha branch outsidethe EU. Such deposits and share accounts (or therelevant part thereof)
will rank after the preferential debts referred to in paragraph (i) above but in priority to the
claims of ordinary unsecured creditors thatare notafforded preferential status in the eventofan
insolvency.

In awinding-up ordissolution, a substantial portion of the claims against us would be claims of our retail
members, whose claims will rank ahead of claims in respect of the notes.

Relative ranking ofnotes issued under the program

On awinding-up ordissolution, claims in respectof senior preferred notes issued under the programwill
rank ahead of claims in respect of senior non-preferred notes (notwithstanding that senior preferred notes and
senior non-preferred notes both share the ‘senior’ designation under the program, investors should note that the
latter ranks behind the former), which in turn will rank ahead of claims in respect of subordinated notes.

Therefore, in awinding-up or dissolution, our assets available for distribution would be expected to be distributed:

1. firstly, in satisfaction of all claims which are preferred by law to claims in respect of senior
preferred notes;

2. secondly, only ifand totheextentany assets remain after the distributions above, in satisfaction
of all claims in respect of senior preferred notes and any other ordinary non-preferential debts
(as that termis defined in Section 387A of the Insolvency Act) on a pro ratabasis;

3. thirdly, only if and to the extent any assets remain after the distributions above, in satisfaction
of all claims in respect of senior non-preferred notes and any other secondary non-preferential
debts (asthat termis defined in Section 387A ofthe Insolvency Act) ona pro rata basis; and
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4 fourthly, only if and to the extent any assets remain after the distributions above (and, if
applicable, after distributions in respect of our subordinated liabilities which rank ahead of
subordinated notes, if any), in satisfaction ofall claims in respect of subordinated notes and any
othertertiary non-preferential debts (as that termis defined in Section 387A of the Insolvency
Act)which rank pari passuwith subordinated notes, on a pro ratabasis.

Accordingly, we may not have enough assets remaining after paying higher-priority creditors to pay
amounts due under the relevant notes, and in such circumstances noteholders could lose some or all of their
investment in the notes.

Relevance of rankingto recovery and resolution under the Banking Act

The ranking of notes in awinding up ordissolution can also be expected to have a direct impact on the
relative losses imposed on noteholders in a resolution of the Society or a capital write-down under the Banking
Act, as such resolution and capital write-down powers oughtto be used in a mannerthatrespects the hierarchy of
claims in an ordinary insolvency. See “The UK Banking Act 2009 confers substantial powers ona number of UK
authorities designed to enable themto take a range ofactions in relation to UK deposit-taking institutions which
are considered to be atrisk of failing. The exercise of any of these actions in relation to us or any notes could
materially adversely affectthe value ofany notes and/or the rights ofnoteholders” above.

In addition, the senior non-preferred notes and subordinated notes are intended to contribute towards the
our MREL meaning that they are specifically intended to be available to resolution authorities for write-down,
write-off or conversion to equity under the Banking Act in order to absorb losses and recapitalize us if we are
failing, and before more senior-ranking creditors suffer losses. Accordingly, investors in our senior non-prefered
notes and subordinated notes may lose all or substantially all of their investment while investors in our senior
preferred notes suffer lower (or no) losses (although there can be no assurance that investors in senior prefemed
notes will not also suffer substantial losses). The market value of our senior non-preferred notes and subordinated
notes may therefore be more severely adversely affected and/or more volatile if our financial condition deteriorates
than the market value of our senior preferred notes. Accordingly, holders of our senior non-preferred notes may
bear significantly more risk than holders of our senior preferred notes (notwithstanding that both share the ‘senior’
designation under the program), and holders of our subordinated notes may bear significantly greater risk than
holders of our senior non-preferred notes.

In the event of insolvency, winding up or resolution, there is a real risk that investors in our senior
preferred notes, senior non-preferred notes and/or subordinated notes would lose some or the entire amount of
their investment. Furthermore, the market price of senior preferred notes, senior non -preferred notes and
subordinated notes can be expectedto be materially adversely affected if our financial condition deteriorates such
that the market anticipates our insolvency, winding-up or resolution.

The credit ratings may not be reliable, and changes to the credit ratings could affect the value of the notes.

The credit ratings of our medium-term note program may not reflect the potential impact of all risks
relating to the value of the notes. In addition, real or anticipated changes in our credit ratings orthe credit ratings
of the notes will generally affect the market value of the notes. These credit ratings could change due to a wide
range of factors, including but not limited to those discussed under “—Risks Related to Our Business—Rating
downgrade and/or market sentiment with respect to us, our sector, the UK and/or other sovereign issuers may
have an adverse effect on our performance and/or the marketability and liquidity ofthe notes.” A credit rating is
not arecommendationto buy, sellorhold securities and may be subjectto suspension, reduction or withdrawal at
any time by the assigning ratingagency. Any credit rating downgrade, suspension or withdrawal could negatively
impact the value of the notes.
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Because the Global Notes will be held by DTC or its nominee and/or another clearing system in book -entry
form,you will have to rely ontheir and/or such other clearing system’s procedures for transfer, payment and
communication with us.

These notes will be represented by one or more Global Notes. These notes will be deposited with a
custodian on behalf of DTC or its nominee and/or in another clearing system. Except in limited circumstances,
holders will not be entitled to receive certificated notes. DTC and/or any other relevant clearing system will
maintain records of the beneficial interests in the Global Notes. Holders will be able to trade their beneficial
interestsonly throughDTC orsuchother clearing system, as applicable, or a participant of DTCsuch as Euroclear
or Clearstream, or such other clearing system, as applicable. The laws of some jurisdictions, including some states
in the United States, may require that certain purchasers of securities take physical delivery of such securities in
certificated form. The foregoing limitations may impair a holder’s ability to own, transfer or pledge its beneficial
interests. A holder of beneficial interests in the Global Notes in one ofthese jurisdictions will not be considered
the owneror “holder” ofthe notes.

We will discharge our payment obligations under the notes by making payments to the custodian for
distribution totheholders of beneficial interests at DTCand/or any other relevantclearing systemor a participant
of DTC and/orany such other clearing systemwith respect to interests of indirect participants. Weand the initial
purchasers of the notes will not have any responsibility or liability for the records relating to, or payments made
in respectof, beneficialinterests in the Global Notes. A holder of beneficial interests mustrely on the procedures
of DTC and/orany other relevantclearing systemor their participants, throughwhich holders hold their interests,
to receive payments under the notes. We cannot assure holders thatthe procedures of DTC or DTC’s nominees,
participants or indirect participants will be adequate to ensurethatholders receive payments in a timely manner.

A holder of beneficial interests in the Global Notes will not have a direct right under the Indenture
governing these notes to act upon solicitations we may request. Instead, holders will be permitted to act only to
the extent they receive appropriate proxies to do so from DTC or, if applicable, DTC’s participants or indirect
participants or, in the case of any other relevant clearing system, in accordance with the relevant procedures of
such clearing system. Similarly, if we default on our obligations under the notes, as a holder of beneficial interests
in the Global Notes, holders will be restricted to acting through DTC and/or any other relevant clearing system
or, if applicable, their participants orindirect participants. We cannot assure holders thatthe procedures of DTC
and/orany other relevant clearing systemor their nominees, participants or indirect participants will be adequate
to allow themto exercise their rights under thenotes in a timely manner.

If we have the right to redeem any notes at our option, this may limit the market value of the notes concemed.

An optional redemption feature is likely to limit the market value of notes. During any period whenwe
may elect to redeemnotes, the market value of those notes generally will not rise substantially above the price at
which they can be redeemed. This also may be true priorto any redemption period.

If we redeem any notes at our option, or are required to redeem any notes, an investor may not be able to
reinvest the redemption proceeds ina manner which achieves a similar effective return.

We may be expected to redeem notes with an optional redemption feature (including any optional
redemption right at our discretion on specified dates or in specified periods, any optional redemptio n right
following certain changes in the taxation of any notes, any optional redemption right in respect of subordinated
notes following the occurrence of a Regulatory Event, any optional redemption right in respect of senior non-
preferred notes following the occurrence of a Loss Absorption Disqualification Event, or otherwise) when our
costofborrowing is lowerthan the interestrate on the notes. At those times, an investor generally would not be
able to reinvestthe redemption proceeds at an effective interest rate as highas the interestrate on the notes being
redeemed and may only be able to do so at a significantly lower rate. Additionally, we may redeemthe notes at
times when prevailing interest rates are relatively low, and accordingly investors may not be able to reinvest the
redemption proceeds in a comparable security at an effective interest rate as high as that of the notes. During any
period when we may elect to redeem notes, the market value of such notes will generally not rise substantially

53



above the price at which they may be redeemed. That may also be true priorto any redemption period. Potential
investors should consider reinvestment risk in light of other investments available at that time.

Redemption of subordinated notes for regulatory reasons

In certain circumstances where we are unable to achieve the Tier 2 capital recognition of the subordinated
notes including as a result of a change in the regulatory classification of the subordinated notes that was not
reasonably foreseeable as at the issue date of the subordinated notes, the relevant subordinated notes may be
redeemed prior to the stated Maturity Date. Our exercise of theserights may have anadverse effectonthe position
ofholders ofthe subordinated notes. If such subordinated notes are to be so redeemed or thereis a perception that
such may be so redeemed, this may impact the market price of such notes.

Redemption of senior non-preferred notes following a Loss Absorption Disqualification Event

If so specified in the applicable Final Terms, we may redeem our senior non-preferred notes upon the
occurrence ofa Loss Absorption Disqualification Event. If suchsenior non-preferred notes are to be so redeemed
or there is a perception that such may be soredeemed, this may impact the market price of such notes.

A Loss Absorption Disqualification Event shall be deemed to have occurred in respect of senior non-
preferred notes if, as aresult of anyamendmentto, or change in, any Loss Absorption Regulations, or any change
in the application or official interpretation of any Loss Absorption Regulations, in any such case becoming
effective on orafter the issue date of such senior non-preferred notes, suchsenior non-preferred notes are or (in
ouropinion orthe relevant Supervisory Authority) are likely to become fully or (if so specified in the applicable
Final Terms) partially excluded fromour minimum requirements (whether onan individual or consolidated basis)
for (A) own funds and eligible liabilities and/or (B) loss absorbing capacity instruments, in each case as such
minimum requirements are applicable to us (whether on an individual or consolidated basis) and determined in
accordance with, and pursuant to, the relevant Loss Absorption Regulations; provided that a Loss Absorption
Disqualification Event shallnot occur where the exclusion of the senior non-preferred notes fromour minimum
requirement(s) is due to the remaining maturity of such senior non-preferred notes being less than any period
prescribed by any applicable eligibility criteria for such minimum requirements under the relevant Loss
Absorption Regulations effective with respect to us on the issue date of such senior non-preferred notes.

As the implementation of the minimum requirements for eligible liabilities under the BRRD is subject
to the adoption of further legislation and implementation, including further legislative proposals in the EU with
respect to (among otherthings) the necessary features of eligible liabilities, we are unable to predict whether our
seniornon-preferred notes will be fully or partially excluded from our minimum requirements referred to above.
If any of our senior non-preferred notes are to be redeemedas a result of a Loss Absorption Disqualification Event
or there is a perception that such notes may be so redeemed, this may impact the market price of such notes. In
addition, there can benoassurance that noteholders will be able to reinvesttheamounts received upon redemption
ata rate that will provide the same rate of return as their investment in our senior non-preferred notes.

Substitution and variation of senior non-preferred notes following a Loss Absomption Disqualification Event

If so specified in the applicable Final Terms, we may, following a Loss Absorption Disqualification
Eventin respectofanysenior non-preferred notes, withoutthe need forany consentof the noteholders, substitute
all (but not some only) of such senior non-preferred notes for, or vary the terms of such notes so that they remain
or become, Loss Absorption Compliant Notes. The Loss Absorption Compliant Notes are required to havetenrs
such that they rank as part of the class of Secondary Non-Preferential Debts; this is the case whether or not the
senior non-preferred notes had become a part of the class of Ordinary Non-Preferential Debts as a result of the
relevant Loss Absorption Disqualification Event. While (subject to such ranking requirement) Loss Absorption
Compliant Notes are otherwise required to have terms which are notmaterially less favorable to noteholders than
the terms of the relevant senior non-preferred notes (as we reasonably determine in consultation with an
independent advisor of recognized standing), no assurance can be given that any such substitution or variation
will not adversely affect any particular holder. In addition, the taxand stamp duty consequences of holding such
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substituted or varied notes could be different for some categories of noteholders fromthe tax and stamp duty
consequences forthemofholding the senior non-preferred notes prior to such substitution or variation.

Limitation on gross-up obligation under the subordinated notes and certain senior non-preferred notes.

Ourobligation to pay additionalamounts in respectof any withholding or deduction in respect of United
Kingdomtaxes underthe terms of (i) each series of subordinated notes and (ii) any series of senior non-prefened
notes for which the applicable Final Terms specifies “Senior Non-Preferred Notes: Gross-up of principal” as not
applicable, applies onlyto payments of interest due and payable under such notes and notto payments of principal
(which term, for these purposes, includes any premiumor final redemption amount, early redemption amount, if
any, orotheramount payable in respect thereof). As such, we would notbe required to pay any additional amounts
underthe terms of thesubordinated notes or any suchsenior non-preferred notes to the extentany withholding or
deduction for or on account of United Kingdom tax applied to payments of principal. Accordingly, if any such
withholding or deduction were to apply to any payments of principal under any subordinated notes or any such
senior non-preferred notes, holders of such notes would, uponrepaymentor redemption of such notes, be entitled
to receive only the netamount of such redemption or repayment proceeds after deduction of the amount required
to be withheld. Therefore, holders may receive less than the full amount due under such notes, and the market
value of such notes may be adversely affected.

U.S. tax consequences of substitution or variation in terms pursuant to a Loss Absorption Disqualification
Event

If upon the occurrence ofa Loss Absorption Disqualification Event we substitute all of therelevantseries
ofseniornon-preferred notes for, or varies the terms of such senior non-preferred notes sothat they remain or, as
appropriate, become, Loss Absorption Compliant Notes, such substitution or variation in terms might be treated
forU.S. federal income taxpurposes asa deemed disposition of suchsenior non-preferred notes by a U.S. Holder
(as defined below under “Taxation—U.S. Federal Income Taxation”) in exchange for new notes. As a result of
this deemed disposition, a U.S. Holder could be required to recognize capital gain orloss for U.S. federal income
tax purposes equal to the difference, if any, between the issue price of the new notes (as determined for U.S.
federalincome tax purposes) andthe U.S. Holder’s taxbasis in the relevant senior non-preferred notes.

The regulation and reform of “benchmarks” may adversely affect the value of notes linkedto or referencing
such benchmarks.

Benchmarks Regulationand Reform

Interestrates and indices which are deemed tobe “benchmarks” (including the London interbank o ffered
rate (“LIBOR”)and the euro interbank offered rate (“EURIBOR”)), are the subject of recent and ongoing reform
Some of these reforms are already effective while others are still to be implemented. These reforms may cause
such benchmarks to performdifferently thanin the past, to disappear entirely, or have other consequences which
cannot be predicted. Any such consequence could have a material adverse effect on any notes linked to such a
benchmark.

Regulation (EU) 2016/1011 (the “Benchmarks Regulation”) was published in the Official Journal of
the EU on June 29, 2016 and has mostly applied, subject to certain transitional provisions, since January 1, 2018.
The Benchmarks Regulation applies totheprovision of benchmarks, the contribution of input data to a benchmark
and the use of a benchmark within the EU. Among other things, it (i) requires benchmark administrators to be
authorized or registered (or, if non-EU-based, to be subject to an equivalent regime or otherwise recognizd or
endorsed) and (ii) prevents certain uses by EU supervised entities (such as us) of benchmarks of administrators
that are not authorized orregistered (or, if non-EU based, notdeemed equivalentor recognized orendorsed).

The Benchmarks Regulation could have a material impact on any notes linked to or referencing a
benchmark, in particular, ifthe methodology or other terms of the benchmark are changed in order to comply with
the requirements of the Benchmarks Regulation. Such changes could, among other things, have the effect of
reducing, increasing or otherwise affecting the volatility of the published rate or level of the relevant benchmark.
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IBOR replacement

The FCA has publicly announcedthat it will no longer persuade or compel banks tosubmit rates for the
calculation ofthe LIBOR benchmark after 2021, and accordingly the continuation of LIBOR on the currentbasis
will not be guaranteedafter 2021. As aresult, there is significant regulatory scrutiny of continued use of LIBOR
and other inter-bank offered rates (“IBORS”) and increasing pressure and momentum for banks and other financial
institutions to transition relevantproducts to replacementrates.

Different currency LIBORs are expected to transition to different rates which, in contrastto LIBOR rates
(which include an interbank lending risk margin) may be (or may be derived from) risk-free rates, which may
performvery differently fromthe relevant LIBOR rate.

Forexample, in the case of floating rate notes:

o bonds which would traditionally have referenced GBP-LIBOR are increasingly expected to
reference the Sterling Overnight Index Average (“SONIA”) (currently, this tends to be on the
basis ofabackward-looking daily compounded SONIA rate, although a forward-looking term
rate based on SONIA may be developedin the future);

o bonds which would traditionally have referenced USD-LIBOR are expected to move towards
referencing the Secured Overnight Financing Rate (“SOFR”) (on the basis, at least initially, of
a backward-looking weighted average rate); and

o bonds which would traditionally have referenced EURIBOR are expected to move towards
referencing thenew Euro Short-termRate (“€STR”).

The UK’s prospective departure fromthe EU may also impact theuse of benchmarks —see “In connection
with the withdrawal of the United Kingdom from the European Union, we face risks to our business and legal
uncertainties” above. There is ariskthat LIBOR may lose its status as an authorized benchmark in the EU if: (i)
the UK leaves the EU without transitional arrangements under a withdrawal agreement; and (i) the EU does not
recognize, endorse or grant equivalence to the use of UK benchmarks following the expiry of the transitional
period forthird country benchmarks described above. This would restrict the ability of supervised entities in the
EU to use LIBOR as a benchmark, subjectto transitional provisions which would permit use until December 31,
2020. On February 25, 2019, the European Commission and the Council of the EU published a press release
announcing a provisional political agreement on a proposal to extend the Benchmark Regulation transitional
provisions for criticaland third country benchmarks by two years until the end of 2021.

It is not possible to predict with certainty whether, and to what extent, LIBOR and/or EURIBOR will
continue to be supported going forwards. This may cause LIBOR and/or EURIBOR to perform differently than
they havedone in the past, and may have other consequences which cannot be predicted. The potential transition
from LIBOR to SONIA, USD LIBOR to SOFR orthe elimination of LIBOR, EURIBOR orany other benchmark
or changes in the manner of administration of any benchmark, could require an adjustment to the Terns and
Conditions of the Notes, or result in other consequences, in respect of any notes referencing such benchmark
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 orany other consequential changes as a result ofinternational or national reforms or other initiatives or
investigations, could have a materialadverseeffect onthevalueofand returnon any notes linked to, referencing,
or otherwisedependent (in whole or in part) upon, a benchmark.

Benchmark replacement under the Terms and Conditions ofthe Notes

If “Benchmark Replacement” is specified to be “Applicable” in the applicable Final Terms, the Tens
and Conditions of the Notes provide for certain fallback arrangements in the event thata Benchmark Event occurs
in respect of the Original Reference Rate for the relevant series of notes, including (without limitation) if an inter-
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bank offered rate (such as LIBOR, EURIBOR, SONIA and SOFR) or other relevant reference rate (which could
include, without limitation, any mid-swap rate), and/or any page on which such benchmark may be published,
becomes unavailable, is the subject ofa public announcement by the supervisor of the relevant administrator as
no longer being representative of the market it is supposed to represent, or if we, the Calculation Agent or any
Paying Agent are no longer permitted lawfully to calculate interest onany notes by reference to such benchmark
under the Benchmarks Regulation or otherwise.

Such fallback arrangements include the possibility that the rate of interest could be setby referencetoa
Successor Rate or an Alternative Rate (both as defined in the Terms and Conditions), with (in either case)
application ofan Adjustment Spread (which could be positive, negative or zero), and may include amendments to
the Terms and Conditions ofthe Notes to ensure the proper operation of the Successor Rate or Alternative Rate,
as applicable,and (in either case) the applicable Adjustment Spread, allas determined by us (actingin good faith
and in consultation with an Independent Advisor). However, we will not determine or implement a Successor
Rate, an Alternative Rate, the applicable Adjustment Spread orany Benchmark Amendments if and to the extent
that, in our determination, the same could reasonably be expected to impact adversely the treatment of the notes
underthe prudential or loss-absorption regulations in certain respects, as more fully described under “Terms and
Conditions ofthe Notes”. It is possible thatthe adoption ofa Successor Rate oran Alternative Rate and (in either
case) the applicable Adjustment Spread may result in a rate of interest less favorable to holders thanthe Original
Reference Rate.

There is also arisk that the relevant fallback provisions may not operate as expected or as intended at the
relevant time, which could increase uncertainty and negatively impact the market value of the notes.

Floating Rate Notes issued under the Program could effectively become Fixed Rate Notes

Furthermore, in certain circumstances, the ultimate falloack for the purposes of calculation of the Rate
of Interest fora particular Interest Period may result in the Rate of Interest for the last preceding Interest Period
being used. This may result in the effective application ofa fixed rate for Floating Rate Notes based on the rate
which was lastobserved onthe Relevant Screen Pageor, in the case of Reset Notes, the application of the previous
reset Rate of Interest for a preceding Reset Period, or for the First Reset Rate of Interest, the application of the
Initial Rate of Interest applicable to such notes on the Interest Commencement Date orarate based on the Mid-
Swap Fallback Rate, which could adversely affectthe market value of an investmentin the notes.

Investors should consult their own independent advisors and make their own assessment about the
potential risks imposed by the Benchmarks Regulation reforms and the possible application of the benchmark
replacement provisions of the notes in making any investment decision with respect to any notes referencing a
benchmark.

The market continues todevelop in relationto SOFR and SONIA as reference rates

Where the applicable Final Terms for a Series of Floating Rate Notes identifies thatthe Rate o f Interest
for suchnotes will be determined by referenceto SOFR or SONIA, the Rate of Interestwill be determined on the
basis of SOFR or Compounded Daily SONIA, as applicable (as defined in the terms and conditions ofthe notes).
SOFR and Compounded Daily SONIA differs from LIBOR in a number of material respects, including (without
limitation) that SOFR and Compounded Daily SONIA are backwards-looking, compounded, risk-free overnight
rates, whereas LIBOR is expressed on the basis of a forward-looking termand includes arisk-element based on
inter-bank lending. As such, investors should be aware that SOFR or SONIA may behave materially differently
than other reference rates for notes issued under the medium-termnote programdescribed in this Base Prospectus.
The use of SOFR or SONIA as reference rates for Eurobonds is nascent, and is subjectto change and developnent,
both in terms ofthe substance of the calculationandin the development and adoption of market infrastructure for
the issuance andtrading of bonds referencing SOFR or SONIA.

Accordingly, prospective investors in any notes referencing SOFR or SONIA should be aware that the
market continues to develop in relation to SOFR and SONIA as reference rates in the capital markets and their
adoption as alternatives to USD Libor and Sterling LIBOR, respectively. For example, in the context of
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backwards-looking SOFR and SONIA rates, market participants and relevant working groups are currently
assessing the differences between compounded rates and weighted average rates, and such groups are ako
exploring forward-looking ‘term’ SOFR or SONIA reference rates (which seek to measure the market’s forward
expectation ofan average SOFR or SONIA rate overa designated term). The adoption of SOFR or SONIA may
also see component inputs into swap rates or other composite rates transferring from LIBOR or another reference
rate to SOFR or SONIA, as applicable.

The market or a significant part thereof may adopt an application of SOFR or SONIA that differs
significantly fromthat setout in “Terms and Conditions ofthe Notes” as applicable to notes referencinga SOFR
or SONIA rate that are issued under this Base Prospectus. Furthermore, we may in future issue notes referencing
SOFR or SONIA that differ materially in terms of interest determination when compared with any previous SOFR
or SONIA-referenced notes that we issue under the medium-termnote programdescribed in this Base Prospectus.
The nascent development of SOFR and SONIA as interest reference rates for the Eurobond markets, as well as
continued development of SOFR and 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 ofany SOFR or SONIA-referenced notes issued under the mediumtermnote programdescribed in this Base
Prospectus.

Furthermore, the Rate of Interest on notes which reference SOFR or SONIA is only capable of being
determined at the end ofthe relevant Observation Period and immediately prior to the relevant Interest Pay ment
Date. It may be difficult for investors in notes which reference SOFR or SONIA to estimate reliably the amount
ofinterest whichwill be payable onsuch notes, and some investors may be unable or unwilling to trade such notes
without changes to their IT systems, both of which factors could adversely impact the liquidity of such notes.
Further, in contrast to LIBOR-based notes, if notes referencing SOFR or SONIA become due and payabk as a
result of an Event of Default under “Terms and Conditions of the Notes—Events of Default—Senior Preferred
Notes and Unrestricted Default Senior Non-Preferred Notes” and “Terms and Conditions ofthe Notes—Events of
Default—Subordinated Notes and Restricted Default Senior Non-Preferred Notes” (as applicable), 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 notesshallonly be determined immediately prior to the date on which the notes become due and
payable.

In addition, the manner of adoption or application of SOFR or SONIA reference rates in the bond markets
may differ materially compared with the applicationand adoption of SOFR or SONIA in other markets, suchas
the derivatives and loan markets. Investors should carefully consider how any mismatch between the adoption of
SOFR or SONIA reference rates across these markets may impact any hedging or other financial arrangenents
which they may putin place in connection with any acquisition, holding or disposal of notes referencing SOFR
or SONIA.

Investors should carefully consider these matters when making their investmentdecision with respectto
any suchnotes.

SOFR may be discontinued or fundamentally altered in a manner that is materially adverse to the interests of
investorsinthe notes.

SOFR is published by the Federal Reserve Bank of New York and is intended to be a broad measure
of the cost of borrowing cash overnight collateralized by Treasury securities. The Federal Reserve Bank of
New York reports that the Secured Overnight Financing Rate includes all trades in the Broad General
Collateral Rate, plus bilateral Treasury repurchase agreement transactions cleared through the delivery -
versus-payment service offered by the Fixed Income Clearing Corporation (the “FICC”), a subsidiary ofthe
Depository Trustand Clearing Corporation (“DTCC”). The Secured Overnight Financing Rate is filtered by
the Federal Reserve Bank of New York to remove a portion of the foregoing transactions considered to be
“specials”.
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The Federal Reserve Bank of New York reports that the Secured Overnight Financing Rate is
calculated as a volume-weighted median of transaction-level tri-party repurchase agreement data collected
from The Bank of New York Mellon as well as General Collateral Finance repurchase agreement transaction
data and data on bilateral Treasury repurchase transactions cleared through the FICC’s delivery -versus-
payment service. The Federal Reserve Bank of New York notes that it obtains information from DTCC
Solutions LLC, an affiliate of DTCC. The Federal Reserve Bank of New York notes on its publication page
for the Secured Overnight Financing Rate that use of the Secured Overnight Financing Rate is subject to
important limitations and disclaimers, including that the Federal Reserve Bank of New York may alter the
methods of calculation, publication schedule, rate revision practices or availability of the Secured Overnight
Financing Rate at any time without notice.

Because the Secured Overnight Financing Rate is published by the Federal Reserve Bank of New
York based on data received from other sources, we have no control over its determination, calculation or
publication. There can be no guarantee that the Secured Overnight Financing Rate will not be discontinued
or fundamentally altered in a manner that is materially adverse to the interests of investors in notes linked to
SOFR. If the manner in which the Secured Overnight Financing Rate is calculated is changed, that change
may resultin a reduction ofthe amount ofinterest payable on the notes linked to SOFR and the trading prices
of such notes. If the rate at which interest on the notes linked to SOFR accrues onany day declines to zero
or becomes negative, no interest will be payable on such notes in respect of that day.

The Federal Reserve Bank of New York began to publish the Secured Overnight Financing Rate in
April 2018. The Federal Reserve Bank of New York has also begun publishing historicalindicative Secured
Overnight Financing Rates going back to 2014. Investors should not rely on any historical changes or trends
in the Secured Overnight Financing Rate as an indicator of future changes in the Secured Overnight
Financing Rate. Also, since the Secured Overnight Financing Rate is a relatively new market index, notes
linked to SOFR will likely have no established trading market when issued, and an established trading market
may never develop or may not be very liquid. Market terms for debt securities indexed to the Secured
Overnight Financing Rate, such as the spread overthe indexreflected in interest rate provisions, may evolve
over time, and trading prices of notes linked to SOFR may be lower than those of later-issued indexed debt
securities as a result. Similarly, if the Secured Overnight Financing Rate does not prove to be widely used
in securities like the notes linked to SOFR, the trading price of such notes may be lower than those of bonds
linked to indices that are more widely used. Investors in notes linked to SOFR may not be able to sell such
notes atall or may not be able to sell such notes at prices that will provide them with a yield comparable to
similar investments that have a developed secondary market, and may consequently suffer from increased
pricing volatility and market risk.

If the notes include a featureto convert the interest basis from a fixed rate to a floating rate, or vice versa, or
are Reset Notes, this may affect the secondary marketand the marketvalue of the notes concerned.

Floating Rate/fixed rate notes may bear interest at a rate that may convertfroma fixed rate to a floating
rate, or froma floating rate to a fixed rate. Such a feature to convert the interest basis, and any conversion of the
interest basis, may affect the secondary market and the market value of such notes as the change of interest basis
may resultin a lower interest return for noteholders. Where thenotes convert fromafixed rate to a floating rate,
the spreadon the floating rate/fixed rate notes may be less favorable than then prevailing spreads on comparable
floating rate notes tied to the same referencerate. In addition, the new floating rate at any time may be lower than
the rates on other notes. Where the notes convert froma floating rate to a fixed rate, the fixed rate may be lower
than thenprevailing rates onour notes and could affectthe market value ofan investmentin suchnotes.

In the case ofany series of Reset Notes, the rate of interest on such Reset Notes will be reset by reference
to the Reset Reference Rate, as adjusted for any applicable margin, on the reset dates specified in the relevant
Final Terms. This is more particularly described in “Terms and Conditions of the Notes—Interest—Interest on
Reset Notes”. Thereset of therate of interest in accordance with such provisions may affect the secondary market
for and the market value of such Reset Notes. Following any such reset of the rate of interest applicable to the
notes, the FirstReset Rate of Interest or the Subsequent Reset Rate of Interest ontherelevant Reset Notes may be
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lower than the Initial Rate of Interest, the First Reset Rate of Interest and/or any previous Subsequent Reset Rate
of Interest, which could affectthe market value of an investmentin such notes.

Notes which are issued at a substantial discount or premium may experience price volatility in response to
changes in marketinterest rates.

The market values of notes issuedat a substantial discount or premiumto their principalamount tend to
fluctuate more in relation to general changes in interest rates than do prices for conventional interest -bearingnotes.
Generally, the longer the remaining termofthe notes, the greater the price volatility as compared to conventional
interest-bearing notes with comparable maturities. This price volatility could adversely affect the market value of
aninvestment in the notes.

The value ofthe notes could be adversely affected by a change inthe laws of the State of New York, English
law or administrative practice.

The conditions ofthenotesare based on the laws of the State of New York in effect as at the date of this
Base Prospectus, except that the subordination and ranking provisions in each of the Indenture, the subordinated
notes andthe senior non-preferred notes are based on the laws of England in effect as at the relevant issue date.
No assurance can be given as to the impact of any possible judicial decision or change to law or administrative
practice afterthe date of this Base Prospectus and any such change could materially adversely impact the value
of any notes affected by it.

The value of fixed rate notes may be adversely affected by movements in market interestrates.

Investment in fixed rate notes involvesthe risk that if market interest rates subsequently increase above
the rate paid on the fixed rate notes, this will adversely affect the value of the fixed rate notes.

An active secondary marketin respectofthe notes may never be established or may be illiquid and this would
adversely affectthe valueat which investors couldsell their notes.

The notes are new securities which may not be widely distributed and for which there is currently no
active tradingmarket. Ifthe notes are traded after their initial issuance, they may tradeat a discount to their initial
offering price, depending upon prevailing interest rates, the market for similar securities, general economic
conditions and our financial condition. Although we have applied to admit the notes issued fromtime to time to
listing on the Official List and to admit themto trading on the London Stock Exchange's Regulated Market, we
cannot guarantee thatthe notes will be accepted for listing or admitted to trading or that an active trading market
will develop. Accordingly, we cannotguarantee the development or liquidity of any trading market for the notes.
If a market for the notes does develop, it may not be very liquid and may be sensitive to changes in financial
markets. Therefore, investors may not be able to sell their notes easily orat prices that will provide themwith a
yield comparable to similar investments that have a developed secondary market. This may in particular be the
case should we be in financial distress, which may result in any sale of the notes having to be at a substantial
discountto their principalamount.

Potential investors should note that, in view of prevailing and widely reported global credit market
conditions (which continue atthe date hereof), the secondary market for the notes and for instruments of this kind
may be illiquid. We cannot predict when and how these circumstances will change. Liquidity in the notes may
also be disrupted by the recent market disruptions referred to above.

If investors hold notes which are not denominated in the investors’ home currency, they will be exposed to
movements in exchange rates adversely affecting the value of their holding. In addition, the imposition of
exchangecontrols in relation to any notes could result in an investor not receiving payments on those notes.

We will pay principal and interest on the notes in the Specified Currency (as defined below). This
presents certain risks relating to currency conversions if an investor's financial activities are denominated
principally in a currency or currency unit (the “Investor's Currency’) other thanthe Specified Currency. These
include the risk that exchange rates may significantly change (including changes due to devaluation of the
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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 Investors
Currency relative to the Specified Currency would decrease (1) the Investor's Currency -equivalent yield on the
notes, (2) the Investor's Currency equivalent value of the principal payable on the notes and (3) the Investors
Currency equivalent market value ofthe notes.

Government and monetary authorities may impose (as some have done in the past) exchange controks
that could adversely affectan applicable exchangerate or our ability to make payments in respect of the notes. As
a result, investors may receive less interest or principal than expected, or no interest or principal.
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USE OF PROCEEDS

We will use the net proceeds of each issue of notes for general corporate purposes and, with regard to
subordinated notes, to strengthen our capital base or as otherwise specified in the applicable Final Terms in respect
ofany notes. We may also usea portion of the net proceeds fromany note issuance to acquire companies or assets
that are complementary to our business, although we do not currently have any acquisitions planned. See the
section entitled “Description of Business” fora detailed description of our funding needs.
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CAPITALIZATION AND INDEBTEDNESS

The following is a summary of our consolidated capitalization and indebtedness extracted from our

audited consolidated financial statements as at April 4, 2020:

April 4,2020

(Emillion)

Consolidated Indebtedness‘®)

DepOSItS FrOMBDANKS ..o s 21,812
Amounts due to customers and other deposits . 4,482
DEDt SECUMEIES N ISSUB ...ttt bbbt b 35,963
TOtAl SENION DEDL ........ooocvveeeiecee et 62,257
SUBOrdinated DeBt @O ettt ettt et sttt seseeeen s 9,317
Total SUBOrdiNALEd DEDL..............cvvvecrireiiiec s 9,317
Permanent Interest Bearing Shares®®® ... 253
Total Permanent INterest Bearing SNares............cc.oevvoerveveevseesessesssessssessssssssssssnsonns 253
Members* Funds

CCDSW ..ottt st st 1,325
Other eqUItY INSTIUMENTS™ ...ttt 593
(€T LT e (ST =] A/ TP TR 10,749
Revaluation reserve........ 48
Cash flowhedge reserve 306
Fair value through other comprehensive INCOME FESEIVE ........occerveeenneneeeeeisseneeens ()]
Otherhedgingreserve (42
UK retail member deposits™D@ ...ttt aanes 159,691
Total MEMDBETS’ FUNMS ... e es e e s e e eessseseeee e seesaees 172,653
TOtal CAPIAIIZALION .....voeveoveeeeeee ettt 244,480

Notes:

1) If we were to go into liquidation, the claims in respect of senior preferred notes and other unsubordinated creditors would rank
junior to obligations required to be preferred by law (which includes certain member share accounts which are given preferential
status by law), but would rank before those of senior non-preferred and subordinated debt holders. The claims of holders of
permanent interest bearing shares (“ PIBS”) rank behind those of all other creditors, including subordinated debt holders. The claims
of the holders in respect of our AT 1 instruments would rank behind those in respect of our PIBS, and the claims in respect of our
CCDS would rank behind claims in respect of our AT 1 instruments.

) For consistency with other indebtedness, accrued interest of £100 million is included.

3) For consistency with other indebtedness, accrued interest of £3 million is included.

4) Thefixed rate PIBS are repayable, at the option of the Society, in whole on the initial call date or every fifth anniversary thereafter.
If not repaid on acall date then the interest rate is reset at amargin to the yield on the then prevailing five year benchmark gilt rate.
Initial call dates are in 2019, 2021, 2024, 2026 and 2030, respectively. The floating rate PIBS payable at 2.4% above 6 month
LIBOR are only repayable in the event of winding up the Society.

5) Our rules provide that members may withdraw all or any of their investments by giving appropriate notice specifying the amount
to be withdrawn. Members may also make an immediate withdrawal of their investments subject to a possible loss of interest. Our
board of directors (the “ Board”) has the power to suspend or limit the payment of withdrawals when, in its discretion, it considers
it necessary.

(6) Subordinated debt comprises of one issue maturing in 2020, one issue maturing in 2023, three issues maturing 2024, four issues

maturing 2026, two issues maturing 2028, three issues maturing 2029, two issues maturing 2030, and one issue maturing in 2031,
a number of which are callable ahead of maturity.

On June 17, 2020, we issued £750,000,000 Reset Perpetual Contingent Convertible Additional Tier 1

Capital Securities, and on July 22, 2020 we issued €1,000,000,000 Senior Preferred Notes. Except as otherwise
disclosed in this Base Prospectus, there has been no material change in our consolidated capitalization,
indebtedness, guarantees or contingent liabilities since April 4, 2020.
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SELECTED CONSOLIDATED FINANCIAL AND OPERATING INFORMATION

The following tables present selected consolidated information which has been extracted from our
audited consolidated financial statements as at and for the years ended April 4, 2020, 2019 and 2018.

The following data should be read in conjunction with ouraudited consolidated financial statements and
the notes thereto incorporated by reference herein as well as the section entitled “ Management ’s Discussion and
Analysis of Financial Conditionand Results of Operations”:

For the year ended
April 4,
2020% 2020 2019 2018
($ million) (£ million)

Income Statement Data:
Interest receivable and similarincome.........ccooeveevenne.n. 6,291 5,130 5,118 4,811
Interest expense and similar Charges.............ccvvveveen.. (2,845) (2,320) (2,203) (1,807)
NE i NEEIESE INCOME ...vvveveeeeeeeeeeeeeeeeeeeeeeeeeeee e 3,446 2,810 2,915 3,004
Fee and commission iNCOME............cccoveerviveirerereeienas 538 439 449 449
Fee and CoMmMISSiON @XPENSE .........c.cveveveveverererererereeenns (331) (270) (248) (244)
Other operating inComMe..........c..c.civeirrerieresieree s 82 67 54 (77
Gains/(losses) from derivatives and hedge accounting .... © (7) 36 (1)
TOtal INCOME......c.o.cveieieeeceeeee e, 3,726 3,039 3,206 3,131
AdMINIStrative EXPENSES .......c.oevvevieeierieeeeeeeeenenas (2,835) (2,312 (2,254) (2,024)
Impairment losses on loans and advances to customers... (256) (209) (113) (107)
Provisions for liabilities and charges...............ccccvcveu... (64) (52) (6) (25)
Impairment recoveries/(losses) on investment securities.. - - - 2
Profit DEfOre taX ........ovvrvvieiiecceieeeeeees 571 466 833 977
Analyzedas:
Underlying profitbeforetax............ccccoeveevievivveeneeennn. 575 469 788 977
Financial Sector Compensation Scheme and Bank Levy . 5 4 9 1
Gains/(losses) from derivatives and hedge accounting .... (9) (7) 36 (1)
Statutory profit DEfOre taX ........ocvevrveeeeereeeenieeeeens 571 466 833 977
TaXAUON® ..o (124) (101) (197) (232)
Profitafter tax®.........c..ccooooivverriecceeeeess 447 365 636 745

Note:

1) Dollar amounts are unaudited and have been derived from our audited consolidated financial statements as of and for the year

ended April 4, 2020 using the exchange rate of $1.22625to £1.
) Certain adjustments were made to reflect an amendment to IAS 12 “Income Taxes”, and T axation and Profit after Tax for the year

end April 4, 2019, has been restated. For further information, please see “Presentation of Financial Information” and note 1 to the
audited consolidated financial information for the year ended April 4, 2020.
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2020 2020 2019® 2018@
($ million) | (£ million)

Balance SheetData
Assets:
CaSN .. 16,858 13,748 12,493 14,361
Loansandadvancestobanksand similar institutions 4,459 3,636 4,009 3,493
INVEStMENt SECUNILIES ...vvvvvvvviiiiiiiiiiiieiveeviviviiiiaes 24,530 20,004 16,234 13,046
Derivative financial instruments................oeeeen. 5,850 4,771 3,562 4,121
Fair value adjustment for portfolio hedgedrisk ..... 2,175 1,774 411 (144)
Loansandadvancestocustomers............oeeeeennnn. 246,449 200,978 199,051 191,421
Intangible assets........coovveriiiiiiiiiie e 1,519 1,239 1,324 1,342
Property,plantandequipment ............cccccveevvnen, 1,437 1,172 889 887
Accrued income and expenses prepaid 251 205 184 164
Current tax assets 80 65 - -
Deferred taxassetsS . .....coveivivveeiiiieeiiiiieeeiiiieeens 93 76 53 144
OtherasselS.......ceuveeueiieeeeeceeeieeee e 97 79 91 102
Retirement benefit assets 362 294 - -
TOtal @SSELS. . iiiivviieiirieiiciie et 304,160 248,041 238,301 228,937
Liabilities and members’ interestin equity :
UK retail memberdeposits...........c.cccevviviiinneene 195,821 159,691 153,969 148,003
Deposits from banks and similar institutions......... 26,747 21,812 20,149 20,436
Other deposits........coviverieriiiinieeeeeec e 5,496 4,482 5,074 4,693
Fair value adjustment for portfolio hedgedrisk ..... 36 29 (17) (53)
Debt securitiesin isSU .........ccveevivvreiviiveesiiineens 44,100 35,963 35,942 34,118
Derivative financial instruments 2,359 1,924 1,593 2,337
Other liabilities ........vvvveiiiiiiiiiiiiiiiieeeiviiiiaes 1,122 915 583 345
Provisions for liabilitiesand charges.................... 216 176 199 274
Accruals and deferred income 380 310 346 336
Subordinated liabilities...............vvvvvvvviviieiiiinnnnnns 11,425 9,317 6,706 5,497
Subscribed capital .......... 310 253 250 263
Deferredtax liabilities 254 207 144 49
Current tax liabilities ........cccccovvvviiiiiieiiiiieeen - - 89 53
Retirement benefit obligations.............ccceevvnen. - - 105 345
Core capital deferred shares (CCDS) ...........cc...... 1,625 1,325 1,325 1,325
Other equity inStrument .............cccoevieviienineenne 727 593 992 992
GENEIAI TESEIVE ..ovveieeeeeieee et 13,181 10,749 10,418 9,802
Revaluation reServe ........ccvevvvvieiiiiie e 59 48 64 68
Cash flowhedge reserve..........cccccoeviiiiiiiieens 375 306 320 (8)
Fair value through other comprehensive income (21)
FESEIVE 1.t e ittt ettt 17) 50 62
Other hedging reserve (52) (42) - -
Total liabilities and members’ interest in e quity 304,160 248,041 238,301 228,937

Notes

1) Dollar amounts are unaudited and have been derived from our audited consolidated financial statements as of and for the year

ended April 4, 2020 using the exchange rate of $1.22625to £1.
) Figures have been adjusted to reflect the impact of applying IFRS 9: “Financial Instruments” from April 5, 2018. Further
information is provided in note 1 to our audited consolidated financial statements as of and for the year ended April 4, 2020.
3) Certain reclassifications and adjustments were made for the financial information for the year ended April 4, 2019. For further

information, please see ““ Presentation of Financial Information” and notel of the audited consolidated financial statement as ofand

for the year ended April 4, 2020.

As at April 4,
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As at and for the year ended April 4,

2020 2019 2018
Other Financial Data (percentages)
Return on average total assets™® ...........cooc.oveveererererereerirnnns 0.15 0.26 0.32
Net iNtEreSt MArgin .....ccocvvveernces s 113 1.22 131
Cost income ratio (Statutory)@............ccocoeeveeeeeerrerrerierreninns 75.9 711 64.6
Ratio of administrative expensestomean total
ASSEIS®) oo 0.95 0.96 0.90
Capital ratios
CET Lttt 319 322 304
TOtAl TIE Lovoevoecevciceiee s 33.7 35.2 33.5
Total regulatory Capital.........c...coo.oeveeeveereeerreieseesesenssnneens 43.6 44.3 42.8
CRR 1eVErage ratio .......ccvveerrerieeeneresereseessesessssssesesesssesnens 44 4.6 4.6
UK IeVErage ratio......ccoveeeerrieeeerenierrneeseseseensseseeseesesessseeees 4.7 49 49
Notes:
@) Return on average total assets represents profit on ordinary activities after tax as a percentage of average total assets. Average
balances are based on the balance as at the end of each month during the financial year.
) These ratios, which are APMs, are measures of efficiency and present administrative expenses as a proportion of total income.
3) This ratio represents administrative expenses as a percentage of the average of total assets at the start and end of each period.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

The following discussionisbased on, and should be read in conjunction with, our selected consolidated
financialandoperating information and our audited consolidated financial statements incorporated by reference
herein. We prepared our financial statements in accordance with IFRS, which differs in certain significant
respects fromgenerally accepted accounting principles in the United States.

Owerview

We are a building society, regulated by the FCA in relation to conduct of business matters and by the
PRA in relation to prudential requirements. Our core business is providing personal financial services, primarily
residential mortgage lending funded largely through retail savings. As a mutual organization, other than in respect
of a relatively small amount of funding provided by investors in its deferred shares (including its PIBS, AT1
instruments and CCDS), we are not funded by shareholders, which means that we are managed for the benefit of
our members, who are our current account, retail savings and residential mortgage customers (as well as the
holders of our deferred shares), rather than for equity shareholders. We return value to our members by offering
typically higher interest rates on savings and lower interest rates on loans than those offered by our main
competitors. As aresult, we generally earn lower pre-taxprofits than our main competitors, which are primarily
banks or other non-mutual organizations. As a mutual organization, we pay no dividends (although we pay
periodic investment returns on our CCDS at ourdiscretion and interest onour AT1and tier 2 capital securities),
and ournet earnings are putinto reserves and constitute CET1 capital for our capital adequacy requirements. For
information regarding UK capital adequacy requirements, see the subsection entitled “—Financial Condition of
Nationwide—Capital Resources”’below.

Financial Performance

Underlying profit forthe yearended April 4, 2020 was £469 million (April 4, 2019: £788 million), with
statutory profit before taxfor the same periodat £466 million (April 4, 2019: £833 million), reflecting a reduction
in net interestincome. This is combined with increased conduct provisions due to higher than anticipated PPI
claims ahead of the FCA’s deadline, and a modest increase in administrative expenses. The increased
administrative expenses reflect our continued investment in the services we offer our members, including the
development of our business banking proposition. Our netinterest margin fellduringthe year ended April 4, 2020
to 1.13% (April 4, 2019: 1.22%) as a result of reduced net interest income and a larger balance sheet in part
reflecting increased cash and derivative balances.

Our capital position remains strong with our CET1 and UK leverage ratios at 31.9% and 4.7%,
respectively (April4,2019: 32.2% and 4.9%, respectively), in excess of regulatory requirements. The decrease in
our UK leverage ratio during the year ended April 4, 2020 is primarily the result of the redemption ofa £1.0
billion AT1capital instrument in June 2019, which is partially offset by the issuance of £0.6 billion AT1 capital
in September 2019.

During the year ended April 4, 2020, trading performance was in line with our expectations with total
net mortgage lending decreasing to £2.8 billion (April 4, 2020: £8.6 billion), and our response to the sustained
market competition resulted in negative netlending in prime mortgages of £0.5 billion (April 4, 2019: £7.3 billion
positive netlending). Our member deposit balances grew by £5.7 billion to £159.7 billion (April 4, 2019: £154.0
billion), with our market share of deposits at 9.9% (April 4, 2019: 10.1%). We have continuedto achieve strong
current account growth having now achieved a market share of main current accounts of 8.1%*

We have provided our members with a financial benefit of £715 million (April 4, 2019: £705 million).
This further demonstrates that we continue to offer good long-term value products to our members in both the
mortgage and deposit markets, despite strong levels of competition.

! Source: CACI (Feb 2020) and internal calculations; ‘main current accounts’ refers to main standard and packaged accounts.
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Achieving sustainable cost savings and embedding efficiencies remains one of our priorities. Our
continued focus on efficiency has now delivered over £400 million of sustainable run rate cost saves since
commencement of our efficiency programin 2017/18, with £90 million of sustainable cost saves delivered in
2019/20.

Impact of Economic Conditions in the UK Generally and Outlook

We are exposed to any downturn in the UK's economic conditions and to the UK housing market in
particular. The Covid-19 pandemic has severely impactedboth the UK and global economies and the economic
environment in which we operate. The pandemic is having far-reaching impact on the economy, impacting our
financial performance, credit profile, the way we interact with customers and our business operations.

From March 2020 onwards, there has beena material impact to our financial performance in relation to
Covid-19, following the bank base rate reductions and as the UK enters a more uncertain economic environment.
The outbreak of Covid-19, and the global response to it, has materially impacted the economic environment in
which we operate. We consider that the financial performance framework which has guided our decisions in the
past is nolongerappropriate in the currentenvironment, and we are focused on maintaining our strong capital and
liquidity positions through the economic cycle.

We are seeking to support our members witha range of measures in light of Covid-19, including offering
mortgage payment holidays (which, in accordance with regulatory guidance, have not been included within the
forbearance population and do not automatically have an impact on the reported stagin g balances). In addition to
an initial offer of three-month mortgage paymentholidays in the early stages of the outbreak, we have announced
our Home Support Package, which includes:

o members with a Nationwide mortgage, a choice of either flexibility in mortgage payments (such
as making reduced payments for a time) or the option to take a new mortgage payment break of up to a further
three months;

o for members who have fallen into arrears because of the financial impact of Covid -19 and who
continue towork with us to help gettheir mortgage back ontrack, a commitment not to take any action to repossess
theirhome before May 31, 2021;

) to support those whorent, encouraging landlords who havea buy to let mortgage with us to pass
on payment breaks totenants;and

o increased provision of housing advice and support, as wellas providing extra funding to Shelter
(with which we have a longstanding partnership) to help pay for more people to take calls on their helplines, and
supporting the introduction of new Shelter community engagement officers to provide community outreach for
those people who struggle to access support.

Furthermore and in light of the Covid-19 pandemic, we are conscious there is the potential for a great
deal of anxiety for ouremployees about healthand livelihoods. To reduceanxiety, andin line with our values, we
have introduced a number of promises to our employees including, notably, a commitment not to make any
compulsory redundancies during 2020.

While stress testing results demonstrate that we are resilient against significant short-term economic
shocks, the longer-termfinancial impact of Covid-19 is not yet clear and remains difficult to quantify. The
pandemic is likely to cause interest rates to remain at historically low levels (and there is increasing speculation
about the possibility for the UK base rate to move to a negative rate), and will result in longer termeconomic
effects, potentially putting pressure on our financial performance. Our operating environment is expected to
remain highly competitive and further increases in competitionwould increasethe level of business risk for us.
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Net InterestIncome

Net interestincome decreased by £105 million, or 3.6%, in the year ended April 4,2020to £2,810 million
from £2,915 million in the yearended April 4, 2019. The decrease in net interest income in yearended April 4,
2020 was primarily driven by the competitive pressurethat has beensustained in the mortgage market, and lower
new business margins, as wellas unexpected bank baserate cuts in March2020in response to Covid-19.

The decline in mortgage margins has been partially offset by a reduction in our cost of funding as we
have made conscious decisions relating to our savings pricing in the continued low interestenvironment, balanced
with our commitment to provide long-termvalue for members. The table below shows the calculation of net
interest margin for the years ended April 4, 2020, 2019 and 2018.

For the year ended

April 4,
2020 2019 2018
(£ million, exceptpercentages)
Net interest iNCOME.......oocv v 2,810 2,915 3,004
Weighted average total aSSets........ccovverecerirreeenenns 248,569 238,368 230,081
Net intereStmargin........coennceeenneneeeene 1.13% 1.22% 1.31%

During the year, general market conditions have been dominated by the uncertainty caused primarily by
Brexit and at the end of the financial year by the uncertain impact of the Covid-19 pandemic and governments’
responsestoit. At April 4, 2020, sterling was below its 2019 peak againstthedollarin December, and swap rates
fell by approximately 80% overthe year, approaching historic lows. The Bank of England reduced the bank base
rate twice in quicksuccessionby 0.5% and then 0.15% to 0.1% in March, primarily in response to the Covid-19
pandemic.

Globally, economies continued to report low levels of growth through the last year, including the UK
and Eurozone, with significant economic uncertainty ahead fromthe Covid-19 pandemic. As at the yearend, the
globalresponse to Covid-19 has led to central bankrate cuts, theintroduction of further monetary easing, and the
announcement of significantsupport for the broader UK economy fromthe Government.

The competitive environment remains intense as ring-fenced banks with cheaper funding and excess
liquidity have continued to focus on our core markets and new market entrants, seeking to exploit new
technologies, look to grow market share. Our strategic response is to diversify our product range in response to
specific customer needs, including initiatives such as later life lending. We are leveraging our branch presence;
having introduced a new branch design three years ago, we have now upgraded 200 branches, which account for
nearly athird of our network. We are also trialling a new format branch withouta counter in Meadowhall, an out
of town shopping centre near thecity of Sheffield and in the market town of Lichfield. The newdesignenables a
branch presence based on a smaller footprint than the usual design resulting in lower fit out and running costs.
Since opening both branches have been delivering wellagainst objectives and it is now planned to use this new
format design in anewbranch in central London later in 2020.

Interest Rate Management

Because the majority of our assets and liabilities are either floating rate instruments or synthetically
convertedto floating rateinstruments using derivatives, variations in market interestrates haveadirect impact on
ourinterest income and interest expense. Fluctuations in market interest rates, however, give us the opportunity
to manage our interest rate margins and, for most of our assets and liabilities, we can re-price the interest rate that
we offer, subject to market and competitive pressures.

The table below shows the daily average three-month sterling LIBOR rates (11:00 a.m. British Bankers’
Association fixing) and average Bank of England base rates for the years ended April 4, 2020, 2019 and 2018.
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For the year ended

April 4,
2020 2019 2018
(%)
Daily average three-monthsterling LIBOR............cccccoveueeee. 0.76 0.80 0.41
AverageBankof England base rate.........cccccooovvvvvvnircnneen, 0.71 0.66 0.36

Interest rate risk arises from the mortgage, savings and other financial services products that we offer.
The varying interest rate features and maturities of retail products and wholesale funding create exposures to
interest risks. This is due to the imperfect matching of variable interest rates, in particular Bank of England base
rate and LIBOR, and timing differences onthe re-pricing of assets and liabilities. The risk is managed through the
use of derivatives and other appropriate financial instruments and through productdesign.

Interest rates have started to rise as global economic growth picks up. Market conditions in the UK
continue to be characterized by low interest rates, with uncertainty around the impact of future arrangements
between the UK and EU on the economic landscape leading to volatility in these rates. As at April 4, 2017 the
Bank of England base rate stood at 0.25%. The Bank of England announced a base rate increase from0.25% to
0.50% in November 2017 and a further increaseto 0.75% in August 2018, however two emergency cuts in March
2020, first to 0.25% and then to0.10%, were part ofa monetary responseto the Covid-19 pandemic.

The BMR is guaranteed to be no more than 2% above the Bank of England base rate. This rate is
significantly lower than the equivalent standard variable rate charged by our peers and the SMR onto which our
mortgages advanced since April 2009 revert. This has the effect of compressing our mortgage margins and
reducing the flexibility with which thesemargins canbe managed. However, the BMR portfolio is well seasoned,
has lowarrears rates and low possessionrates, which partly compensates for the low margin it yields.

Results of Operations for the Year Ended April 4, 2020 Compared with the Year Ended April 4,2019

Introduction

We believe that our results indicate a strong performance for the year ended April 4, 2020 with an
underlying profit before taxof £469 million, and a statutory profit before taxof £466 million.

Underlying profit before taxforthe yearended April 4, 2020 is down 40.5% at £469 million from £788
million forthe yearended April4,2019. Total underlyingincome decreased by 3.9% to £3,046 million in the year
ended April 4, 2020, as compared to £3,170 million in the yearended April 4, 2019.

Our financial performance forthe yearended April 4, 2020 has statutory profit before taxdown 44.1%
year on year, although net interest income decreased by 3.6%. The decrease in net interest income was largely
offset by a decrease in mortgageincome, reflecting sustained competition in retail lending markets.

We experienced low cost growth in the year ended April 4, 2020, as a result of conscious decisions to
focus onefficiency. Underlying administrative expenses increased by 2.6% to £2,312 million from£2,254 million.
The underlying cost income ratio has increased to 75.9% (April 4, 2019: 71.1%). Our cost trajectory reflects
significant business growth and investment over recent years. Mortgage balances have grown 1.5% over the last
yearand one in sixswitchers came to us for new current accounts.

During the yearended April 4, 2020 employee costs decreased by £164 million, mainly due to pensions
costsincluding a gain of£164 million and other staff related costs include an expense of £60 million relating to
the closure of the Nationwide Pension Fund to future accrual from March 31, 2021. Average employee numnbers
remained broadly in line with prioryearat 18,574 (April4, 2019: 18,285).

Total costsincreased primarily as a result ofa £111 million increase in investmentspend and £88 million
of costsin the yearassociated with our business banking proposition, including the impacts of our decision to halt
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this activity. These were partly offsetby a one-off gain of £104 million from the decision to close our final salary
pensionscheme to futureaccrual on March 31, 2021.

We continued our digital transformation, investing £360 million in 2019/20 in delivering the services
and platforms that members will wantand need in the future. We are simplifying our technology, replacing our
legacy digital estatewith a simpler set of applications to create a modular, data-powered digital platform. We are
strengthening our operational resilience, building greater capacity in our payments platformand preparing to move
toamodern, cloud-hosted payments hub. This will enable us to deal with our higher membership and transaction
volumes, while also protecting our members’ money, personal informationand privacy.

Profit before taxon a reported basis and underly ing basis are setoutbelow. Certain aspects of our results
are presented toreflect management’s view of the underlying results and to providea clearer representation of our
performance.

For the year ended April 4,2020
Gain from
derivatives
Underlying FSCSand andhedge  Statutory
profit bank lewy accounting profit

(£ million)
Net interestinCoOme ......ccovvevvveevirennns 2,810 - - 2,810
OtherinComMe......coevvveveeiee e 236 - - 236
Movements on derivatives and hedge
T 011111210 OO - - ) U
Total INCOME ..c.oovevvveevvee e, 3,046 - @) 3,039
Administrative eXpenses..........c....... (2,312) - - (2,312)
Pre-provision underlying profit...... 734 - ) 127
IMpairment l0SSES.....ccuvvvenennnnrnnns (209) - - (209)
Provisions for liabilities and charges (56) 4 - (52)
Profitbefore taX......ccoovnieenninne 469 4 ) 466
For the year ended April 4,2019
Gain from
derivatives
Underlying FSCSand and hedge Statutory
profit bank lewy  accounting profit
(£ million)

Net interestinCOMe .......oocvveevrvenee 2,915 - - 2,915
OtherinCome.......ccovevvveveevervevennne. 255 - - 255
Movements on derivatives and
hedge accounting.........c...ccc.eveenen. - - 36 36
Total iNCOME ......coevvvvercreieee, 3,170 - 36 3,206
Administrative eXpenses............... (2,254) - - (2,254
Pre-provision underlying profit. 916 - 36 952
Impairment loSSes.......ccocvveeeennen. (113) - - (113)
Provisions for liabilities and
CArgES ..o (15) 9 - (6)
Profitbefore taX.........ccecovvvennnene. 788 9 36 833
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The following discussion considers our results for the year ended April 4, 2020 compared to our results
for the yearended April 4, 2019:

Total income
Ourtotalincome decreased to£3,039 million in the yearended April 4, 2020 compared to £3,206 million

inthe yearended April4,2019. The following table sets forth the components of income for the years ended April
4, 2020 and 2019, respectively:

For the year ended April 4,

2020 2019
(£ million)
Net iNtereSt INCOME.....c.ciciiieicee s 2,810 2,915
Net fees and COMMISSIONS .......ccoevvvvrceeiieeee e 169 201
OtheroperatinginCoIMme ........cccovvveerreeesrre s 67 54
Gains/(losses) fromderivatives and hedgeaccounting........ ) 36
TOtAL ..o 3,039 3,206

Net interestincome

Net interest income decreased by 3.6% to £2,810 million forthe yearended April 4, 2020 compared with
£2,915 million for the yearended April 4, 2019 due to bankbase rate cuts and competitive pressures in our core
mortgage market over recentyears.

The following table sets forth the components of net interest income for the years ended April 4, 2020
and 2019, respectively:

For the year ended April 4,

2020 2019
(£ million)

Interestand similar income:
On residential MOrtgages .....ocoveeeeeeeeeeeie e 4553 4,469
ON OLNETI0ANS ..o e 655 656
ON INVESIMENTSECUNLIES ......coovrieeeieriecere s 27 27
On Other liQUId @SSELS .......cceeuririeirirreieie s 152 137
On investmentsecurities measured at FVOCI ... 172 167
Net expense on financial instruments hedgingassets ................ (432) (338)
Interest onnet defined benefit pensionasset...........ccoeoveveceennen. 3 -
Total interestandsimilar iNCOMEe.........ccccovvvevivevceiiceen, 5,130 5,118
Interestexpense and similar charges:
On UK retailmember depositS ......cccoveeiereeeieieeieninnenesene s (1,361) (1,335)
On subscribed capital ..........ccccvvvenrriiece e (14) (14)
On deposits and other borrowings:
Subordinated abilitIeS ..........ccceerrieerrrece e (309) (238)
OLNEE et bbb (240) (207)
Debt SECUTTIES IN ISSUE ...vvvveveceeisicreieiri e (745) (673)
Net income on financial instruments hedging liabilities ........... 349 270
Interest onnet defined benefit pension liability ...............ccc.cc..... - (6)
Total interestexpense andsimilar charges ... (2,320) (2,203)
Net iNtEreSTINCOME .......cuvieirieireircereee s 2,810 2,915
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On investment securities

Interest and other income from investment securities comprises interest income earned onthe corporate
and government investment securities that we purchase for our own account to manage our liquidity portfolios
and net realized gains and losses on our sales of these instruments.

Interest and other income from investment securities increased by 2.6% to £199 million for the year
ended April 4, 2020, compared with £194 million for the yearended April 4, 2019.

Net expense on financial instruments hedging assets

Derivative instruments are used to synthetically convert fixed rate assets to floating rate as sets. The
floating rate income and fixed rate expense on these derivatives are included as “net expense on financial
instruments hedging assets.” In the year ended April 4, 2020, we incurred a net expense of £402 million on
financial instruments usedtohedgeour fixed rate assets, compared with a netexpense of £315million in the year
ended April 4, 2019.

Interest expense andsimilar charges

The average interest rate that we paid to depositors increased to 0.87% for the yearended April 4, 2020
compared with 0.87% forthe yearended April 4,2019. There was alsoanincrease of 2.8% in the average balance
of UK retail member deposits held to £157,140 million in the yearended April 4, 2020 from £152,926 million in
the yearended April 4, 2019.

We continue to attract more current account members, with 759,000 (2019: 794,000) new accounts
opened in the year, taking us to our long termtargetof achieving a 10% share of all current accounts.? Our share
of main current accounts roseto 8.1% (2019: 8.0%).2 We are the number one net gainer of currentaccounts using
the current account switching service in the nine months to December 2019.*

On deposits and other borrowings

Interest expense on deposits and other borrowings includes interest that we pay on subordinated debt
instruments and other deposits and borrowings. In theyear ended April 4, 2020, interest onsubordinated liabilities
increased to £309 million from £238 million in the year ended April 4, 2019. Average balances increased by
£2,132 million to £8,601 million in the yearended April4, 2020 from £6,469 million in the yearended April 4,
2019.

Other interest expense on deposits and other borrowings includes the interest that we pay on retail
deposits by non-members, deposits fromother banks and other money market deposits. In theyearended April 4,
2020, other interest expense on deposits and other borrowings increased by 15.9% to £240 million from £207
million in the yearended April 4,2019. The increase was mainly dueto higher balances on business savings (non-
member deposits) and deposits fromfinancial institutions.

Debt securitiesin issue

Debt securities in issue include interestthat we pay oncertificates of deposit, time deposits, commercial
paper, covered bonds, medium-term notes and securitizations. In the year ended April 4, 2020, interest expense
on debt securities in issue increased by 10.7% to £745million from £673 million in the yearended April 4, 2019.
The increase was due to anumber of factors, including higher covered bond and securitisation book, in addition
to high spreads due to market volatility.

2 CACI (Feb 2020)
3 cact (Feb 2020) and internal calculations. ‘Main current accounts’ includes main standard and packaged accounts
4, Pay.UK monthly CASS data, 9 months to December 2019.
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Net income/expense onfinancial instruments hedging liabilities

We use derivative instruments to synthetically convert fixed rate liabilities to floating rate liabilities. The
floating rate expense and fixed rate income on these derivatives are included as “netincome/expense on financial
instruments hedging liabilities.” In the year ended April 4, 2020, net income on financial instruments used to
hedge our fixed rate liabilities was £349 million, compared with a net income of £270 million in the year ended
April 4, 2019.

Net fees and commissions

The following table sets forththe components of net fees and commissions forthe years ended April 4,
2020 and 2019 respectively:

For the year ended April 4,

2020 2019
Income  Expense Net Income  Expense Net
(£ million)
Currentaccountandsavings........... 266 (217) 49 261 (202) 59
General INSUranCe.........ccoveenenenns 50 - 50 65 - 65
Protection and investments ............. 59 - 59 63 - 63
[V eT (o To - 15 6) 9 13 @ 12
Credit card .......ocoeovvreennneneeeinnnes 44 (43) 1 43 (39 4
Other fees and commissions ........... 5 4 1 4 6 2
Fee and commission..........ccc.cc...... 439 (270) 169 449 (248) 201

Income from net fees and commissions consists of income that we earn from lending, banking and
savings feesand insurance sales commissions less lending fees and commissionexpense.

In the yearended April 4, 2020, net fees and commissions decreased by 15.9% to £169 million compared
with £201 million in the year ended April 4, 2019, principally reflecting movements in General Insurance fees
and commissions (£15 million lower in the year ended April 4, 2020) and Current Account and Savings (£10
million lower in the yearended April 4, 2020).

Other operatingincome

In the yearended April 4, 2020, otheroperating income was £67 million, an increase of 24% compared
with £54 million expense in the year ended April 4, 2019. The majority of the income increase relates to the
disposal gains onthe investment securities portfolio.

Gains/losses on derivatives and hedge accounting

Allderivatives we enter intoare recorded on the balance sheetat fair value with any fair value movenents
accounted for in the income statement. Derivatives, our use ofwhich is regulated by the UK Building Societies
Act, are only usedto limit the extent to which we could beaffected by changes in interest rates, exchange rates or
other factors specified in building society legislation. These derivatives are therefore used exclusively to hedge
risk exposuresandare not used for speculative purposes.

Where effective hedge accounting relationships can be established, the movementin the fair value of the
derivative instrument is offsetin full orin part by oppositemovements in the fair value of the underlying asset or
liability being hedged. Any ineffectiveness arising fromdifferent movements in fair value will likely trend to nil
overtime.

In addition, we enter into certain derivative contracts which, although efficient economically, cannot be
included in effective hedge accounting relationships. Consequently, although the implicit interest cost of the
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underlying instrument and associated derivatives are included in “Net interest income” in the income statement,
fair value movements on suchderivatives are included in “Gains fromderivatives and hedge accounting.”

Losses fromderivatives and hedge accounting were £7 million in the year ended April 4, 2020 compared
to gains of £36 million in the year ended April 4, 2019. Income statement volatility arises due to accounting
ineffectiveness of designated hedges, or because hedge accounting has notbeenadopted oris not achievable.

Included within the losses of £7 million (April 4, 2019: gains of £36 million) was the impact of the
following:

Gains of £61 million (2019: £24 million) from fair value hedge accounting include gains of £53 million
(2019: losses of £9 million) from macro hedges, due to hedge ineffectiveness and the amortization of existing
balance sheetamounts, and gains of £8 million (2019: £33 million) relating to micro hedges which arisedue toa
combination of hedge ineffectiveness, disposals and restructuring, and the amortization of existing balance sheet
amounts. Losses of £74 million (2019: £18 million) from other derivatives include a loss of £51 million (2019:
£3 million) from adverse movements in bid-offer spreads, the majority of which occurred in the more volatile
financial markets observed at the end of the financial year. There were also losses of £18 million (2019: £8
million) on swaps economically hedging the pipeline of new mortgage b usiness.

Operating expenses and similar charges

Operating expenses and similar charges decreased in the year ended April 4, 2020 to £2,573 million
compared to £2,373 million in the year ended April 4, 2019. The following table sets forth the components of
operating expenses and similar charges forthe yearsended April 4,2020 and 2019, respectively:

For the year ended April 4,

2020 2019
(£ million)
AdMINISTrative BXPENSES ..o 1,646 1,705
Depreciation and amortization............cccceeeeeeeeeessseeeenns 666 549
Total AAMINIStrative EXPENSES.......ccveevvveeeeeerirereeeereseseeeesenenns 2,312 2,254
Impairment losses on loans and advances to customers ............. 209 113
Provisions for liabilities and charges .........cccoccevvvercenresecennnns 52 6
TOAL .o 2,573 2,373

Administrative expenses

Administrative expenses have increased by £58 million to £2,312 million (2019: £2,254 million). The
year-on-year growth is attributable to the impact of currentand previous strategic investment of £111 million,
along with costs relating to the in-year developmentand subsequent cessation of our business banking proposition,
which in aggregatetotal £88 million (2019: £13 million).

The following table sets forth the components of administrative expenses for the years ended April 4,
2020 and 2019, respectively:

For the year ended April 4,

2020 2019
(£ million)
Employee costs:
Salaries, bonuses and social SECUNItY COSES .......ccvvreeeeerireeenns 647 645
PENSION COSES.....vureeiiiirrieiniiessrsiesess s ss et s s sssnsees 15 181
Otheradministrative eXPENSES ......cvuvvrrereererreereeresresersesesesesseesnens 984 879
TOAL ..o 1,646 1,705
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Employee costs are made up of salaries, bonuses social security costs (which consist entirely of
mandatory UK national insurance contributions) and pension costs.

In the yearended April 4, 2020, salaries, bonuses andsocial security costs increased slightly from£647
million from £645 million in the yearended April 4, 2019.

The Group operates two defined contribution pension schemes in the UK — the Nationwide Group
Personal Pension Plan (“GPP”) and the Nationwide Temporary Workers Pension Scheme. New employees are
automatically enrolled into one of these schemes, with both schemes being administered by Aviva. Outside of the
UK, there are defined contribution pension schemes fora small number ofemployees in the Isle of Man.

The Group also has funding obligations to several defined benefit pension schemes, which are
administered by boards of trustees. Pension trustees are required by law to act in the interests of all relevant
beneficiaries and are responsible for the investmentpolicy of fundassets, as well as the day to day administration.
The Group’s largestpension scheme is the Nationwide Pension Fund (the “Fund”). This is a contributory defined
benefit pension scheme, with both final salary and career average revalued earnings (“CARE”) sections. The
Fund was closed to new entrants in 2007 and since that date employees have been able to join the GPP. In line
with UK pensions legislation, a formal actuarial valuation (“Triennial Valuation™) of the assets and liabilities of
the Fund is carried out at least every three years by independentactuaries.

On February 17,2020, we announced that we would be closing the Fundto future accrual on March 31,
2021, with affected employees being movedto the GPP for future pension savings. From April 1, 2021, members
are expected to move fromactive to deferred status, with future indexation of deferred pensions before retirerment
measured by reference to the Consumer Price Index (“CPI”). As CPI is lower than the previous assumptions
which were based on the retail price index (“RPI”) and pay growth, a gain of £164 million has been recognized
as a past service credit within administrative expenses in the year ended April 4, 2020. All affected employees
who are active members of the Fund on March 31, 2021, or those who were active members atthe point they were
made redundanton orafter September 18, 2019, will receive a one-off payment whichmay be taken in cash or as
acontributiontotheir pensions. The cost of accruing for these payments of £60 million has been recognized within
‘administrative expenses — otherstaffrelated costs’ in the year ended April 4, 2020.

Other administrative costs increased by 11.9% to £984 million for the year ended April 4, 2020 from
£879 million for the yearended April 4, 2019.

The costincome ratio has deteriorated on anunderlying basis to 75.9% (April 4, 2019: 71.1%) as a result
of the growth in administrative expenses described above, which reflects our focus on improving product
propositions and services for members while remaining strong, safe and secure.

Depreciationand amortization

For the year ended April 4, 2020 depreciation and amortization expenses increased by 21.3% to £666
million from £549 million for the yearended April 4, 2019.

Impairmentlosses on loans andadvances to customers

We assess at each balance sheet date whether, as a result of one or more events thatoccurred after initial
recognition, there is objective evidence that a financial asset or group of assets is impaired. Evidence of
impairment may include indications that a borrower or group of borrowers is experiencing significant financial
difficulty or default ordelinquency in interest or principal payments.

Impairment losses on loans and advances to customers for the year ended April 4, 2020 increased by
85% to £209 million from £113 million for the year ended April 4, 2019. The increase includes an additional
provisionto reflect the estimated impact of the Covid-19 pandemic on expected credit losses (ECLS).

The following table analyzes the impairment losses on loans and advances to customers for the years
ended April 4, 2020 and 2019, respectively:
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For the year ended April 4,

2020 2019
(£ million)
Residential [ending........cccoverrneenerreeesreee s 53 17
ConsumMerbanking........ocoererne e 159 114
Retail lending 212 97
Commercial and otherlending..........cccovvvvvvvvcvssscccsss (3) 16
Impairment losses on loans and advances 209 113

Impairment losses have increased by £96 million to £209 million (2019: £113 million), largely due to
the introduction of a £101 million additional provision to reflect the increased credit risk associated with the
Covid-19 pandemic. The underlying performance of our portfolios has remained broadly stable duringthe year.

Provisions for liabilities and charges

For the year ended April 4,

2020 2019
(£ million)
FSCS et - 9
CuStomer redreSS ProOVISION. .......cvovviiiriririririesesesesesesesesesesesesenees 56 15
TOTAL ..o bbb 56 6

The income statement charge for provisions for liabilities and charges of £56 million (2019: £6 million)
includes thecustomer redress net income statement charge of £56 million (2019: £15 million).

We hold provisions for customer redress to cover the costs of remediationand redress in relation to past
sales of financial products and post sales administration, including compliance with consumer credit legislation
and other regulatory requirements. The charge for the year primarily relates to customer redress provisions
recognized in respect of PPl and Plevin, including the cost of administering these claims. When assessing the
adequacy of our PPI provision we have considered the implications of the guidance published by the FCA in its
March 2017 policy statement (PS17/03), including the expected impact of the Plevin case.

In addition to amounts in the table above, provisions for liabilities and charges in the income staterrent
includes a£4 million credit recognized in respect of additional FSCS recoveries relating to failures provided for
in previous years.

The FSCS has confirmed that there will be no further interest costs following the sale of Bradford &
Bingley plc asset portfolios and subsequent repayment of the loan to HM Treasury. In common with other
financial institutions subject to the FSCS, the Group continues to have a potential exposure to future levies
resulting fromthe failure of other financial institutions and consequential claims which arise againstthe FSCS as
aresultofsuchfailure.

Taxes

The statutory reported taxcharge forthe year of £101 million in the yearended April 4, 2020 (April 4,
2019: £197 million charge) represents an effective taxrate of 21.7% which is higherthan thestatutory rate in the
UK 0f19.0%. The higher effective rate is due principally to the banking surcharge of 8.0% effective fromJanuary
1, 2016, equivalentto £24 million (April 4, 2019: £32million charge), together with the taxeffect of disallowable
bank levy and customer redress costs of £11 million and £4 million (April 4, 2019: £8 million and £8 million)
respectively.
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This resulted in an overall statutory taxcharge fortheyearended April 4, 2020 of £101 million (April 4,
2019: £197 million) as set out in the table below:

For the year ended April 4,

2020 2019
(£ million)

Current tax

UK COrPOratioNtaX......oceueurerireeriririeisisieiseseeis s 168 126

Adjustments in respect of prioryears.........occeovvevernereceeenn, 4 (12)
TOtal CUMTENTTAX. ...cviviiceeeeiricieir et 164 114
Deferred tax

Current year charge/(Credit) ........ocovvvvvvvirrirvsssssssssss (48) 50

Adjustments in respect of prioryears.........ccccovveveenvererceenn, 2 9
Effect of deferred taxprovided at differenttaxrates .........c.coc...... (17) 24
Total deferred taxation..........cccocveennie e (63) 83
Statutory taxX Charge ... 101 197

’\(l]?)te Certain adjustments were made to reflect an amendment to IAS12 “Income Taxes”, and such financial information for the year

ended April 4, 2019 has restated to reduce the tax charge for theeffects of distributions to the holders of Additional Tier 1 capital,
as detailed in note 1 to the audited consolidated financial statements for the year ended April 4, 2020 and “ Presentation of Financial
Information”. In addition, £65 million has been reclassified between current and deferred taxation for the Group, related to cash
flow hedging, with no impact on the total tax charge previously reported.

Balance Sheet Review

Totalassets grew by 4%, from £238.3 billion as of April 4, 2019 to £248.0 billion as of April 4, 2020,
with growth in retail lending and treasury balances of £2.8 billion and £4.7 billion respectively, offset byasmall
reductionin commercial lending balances.

Loans and advancesto customers

Lending remains predominantly concentrated on high quality secured products, with residential
mortgages accounting for 94.2% of our total loans and advances to customers at April 4,2020. This is an increase
from 93.8% as at April4, 2019, reflecting our strategy of exiting non-core commercial lending:

As at April 4,
2020 2019
(£ million, exceptpercentages)
Prime residential mortgages......ccoovuveeevereerenisinenns 151,084 75.5% 151,473 76.4%
Specialist residential MOrtgages ......c.cocovveevrereerennnes 37,503 18.7% 34,333 17.3%
Total residential mortgages ......ccoooeveeevreererennn, 188,587 94.2% 185,806 93.8%
Commercial 1ending .....ccccocveeeeiecceieecrereeeeeee 7,150 3.6% 8,194 4.1%
Consumerbanking ... 4,500 2.2% 4,168 2.1%
GrosSs BAlANCES .......ccvivieecriieecee s 200,237 100% 198,168 100.0%
Fair value adjustments for micro hedgedrisk........... 741 - 883 -
TOtAl ..o 200,978 - 199,051 -

Residential mortgage portfolio

Residential mortgages include prime and specialist loans, with new lending in the specialist portfolio
comprised entirely of BTL lending. Gross mortgage lending in the period was £30.9 billion (April 4, 2019: £36.4
billion), representinga market share of 11.4% (April 4, 2019: 13.4%).
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Mortgage balances grew by £2.8 billion in the year ended April 4, 2020, most of which was related to
specialist lending.

Theaverage LTVof newlending in the yearended April 4, 2020, weighted by valuewas 72% (April 4,
2019: 71%) primarily dueto ourstrategyto continue supporting the first time buyer market as we recogniz the
importance of helping people take their initial steps onto the housing ladder. Modest house price growth has
resulted in theaverage LTV of our portfolio remaining at 58% (April 4, 2019: 58%). Residential mortgagearrears
have remained constantat 0.4% (April 4, 2019: 0.4%).

The impairment provision balance has increased to £252 million (April 4, 2019: £206 million), which
includes an additional provision of £51 million in relation to Covid-19.

With the number of renters increasing, we continue to support landlords with buy to let mortgages
throughour subsidiary The Mortgage Works; this business also diversifies our income streams and suppo rts better
savings rates for our members. After improving our range of mortgages last year, our buy to let lending grew
rapidly.

As at April 4,
2020 2019
(percentages)

LTV distribution of residential mortgages:

006 = B0YD....evrerriririreirereirere et 22 25
BOY0 = 75Y0....eveeercieireie it 34 33
T5%0 = B0Y0....eveeeeieireeeireieirete ettt 7 7
800 = 8590t 1 10
8590 = 9000t 22 22
90%0 = 95Y0...uvvrreerrrrerereereieessrs sttt nes 4 3
S50 1ttt bbb -
TOAL .o 100 100
Averageloan to value of StocK ........ccoveerrnicennnccen, 58 58
Averageloan to value of Nnewbusiness...........cccocevereereennen. 72 71
New business profile:

First-time DUYEIS ..o 33 35
HOME MOVETS ... 24 25
REMOMQAJEIS....cecii ettt s 20 25
2 I OO 22 14
OLNE ettt 1 1
TOAL .o 100 100

The analysis of the new business profile and the average LTV for new business excludes further
advances.

Total residential balance sheet provisions at April 4, 2020 were £252 million, compared with £206
million at April 4, 2019.

As at April 4,
2020 2019
Cases three months or more in arrears as (%) of total book of (percentages)
residential mortgages
PIIMIB ettt 0.33 0.35
SPECIANST ..t 0.74 0.82
Total Group residential MOrtgages ........cccceveeereeieereneneneneneens 0.41 0.43
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UK Finance (UKF) industry average @.........ccoocoeovvevecreernnnens 0.74 0.78
Note:

1) The methodology for calculating mortgage arrears is based on the UKF definition of arrears, where months in arrears is determined
by dividing the arrears balance outstanding by the latest monthly contractual payment.

Reflecting our low risk profile, performance of the mortgage books has remained strong with the total
group residential mortgages more thanthreemonths in arrears staying constant. Our ov erall arrears percentage of
0.41% compares favorably with the UK Finance (UKF) industry average of 0.74% (April 4, 2019: 0.78%) as
reported by UKF.

The table below shows possessions as a percentage of our total residential mortgages as at April 4, 2020
and April 4, 2019:

As at April 4,
2020 2019
Possessions as (%) of total residential mortgages (number of (percentages)
properties)
PIIMIB vttt 0.01 0.01
SPECIANST ..o 0.05 0.05
Total Group residential MOrtgages .........cooeevrereeeenneseennenenns 0.02 0.01

Our approach todealing with customers in financial difficulties combined with our historically cautious
approach to lending, means that we only take possession of properties as a last resort. This is illustrated by the
number of properties taken into possession compared with the total for the industry. During the yearended April
4, 2020, the properties taken into possession increased to 248, representingonly 0.02% of ourbook compared to
the industry average of 0.03% (source: UKF).

The table below provides further information onthe residential mortgage portfolio by payment duestatus
as at April4, 2020 and April 4, 2019:

As at April 4,
2020 2019
Prim
e
lendi Specialist ~ Tota Prime Specialis
ng lending | (%) lending tlending  Total (%)
(£ billion, except percentages)
Not impaired:
Neither past due nor impaired..................... 149.4 36.7 186.1 98.5 149.8 33.5 183.3 98.5
Past due up to 3 months but not impaired....... 1.3 0.7 2.0 1.1 1.3 0.6 1.9 1.0
IMPaITEd. ... 0.4 0.3 0.7 0.4 0.4 0.4 0.8 0.4
TOtal .o 151.1 37.7 188.8 100 151.5 34.5 186.0  100.0

The status “past dueup to 3 months butnot impaired”’ includes any asset where a payment due is received
late or missed. The amount included is the entire financial asset balance rather than just the payment overdue.
Loans on interestonly or payment holiday concessions are initially categorized according to their payment status
as at the date of concession, with subsequent revisions to this category assessed against the terms of the
concession.

Loans which are notin possession have collective impairment provisions setaside to cover credit losses.

Loans in the analysis above which are less than three months past due have collective impairment
allowances set aside to cover credit losses on loans which are in the early stages ofarrears. Loans acquired from
the Derbyshire, Cheshire and Dunfermline building s ocieties were fair valued on a basis which made credit loss
adjustments for anticipated losses over the remaining life of the loans. Impaired retail loans are broken down
furtherin the following table:
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As at April 4,

2020 2019

Prime Specialis Prime Specialist
lending tlending Total (%) lending lending Total (%)

(£ million, except percentages)
Impaired status:

Past due 3 to 6 months...............cceeeeeeees 177 142 319 44 177 159 336 44
Past due 6 to 12 months .............cceeeeeeeenns 112 109 221 30 122 121 243 32
Past due over 12 months .............cccceeeees 82 81 163 22 84 69 153 20
POSSESSIONS ...evvveeiiieeeie e 9 20 29 4 7 21 28 4
Total..oooooiiiii 380 352 732 100 390 370 760 100

For residential mortgage loans

Residential mortgages subject to forbearance at April 4, 2020 were £1,235 million compared to £1,167
million at April4, 2019. Loans where more than one concession event has occurred are reported under the latest
event.

Balances subjecttoforbearance 2020 Prime Specialist Total

(£ million)
Past terminterest only concessions................. 117 120 237
Interest only CONCESSIONS .......ccevvrererrereenrnrninens 533 48 581
Capitalization .........cccoveevvveinrnesseesssenees 231 102 333
Termextensions (within term)..........c.cccceueueeee. 34 13 47
Permanent interestonly conversions................ 2 35 37
Total forbearance.........covveeeinnneneneenininens 917 318 1,235
Impairment provision on forborne loans..... 5 12 17
Balances subjecttoforbearance 2019 Prime Specialist Total

(£ million)
Past terminterest only concessions.................. 122 134 256
Interest only CONCESSIONS ........ccovevverererereererenene 525 59 584
Capitalization ........ccccoeeeninnininininnnenenenereneseenns 192 51 243
Termextensions (within term)..........c.cccceevvenee. 35 13 48
Permanent interestonly conversions............... 3 33 36
Total forbearance........ccocovevvencnnecneenn. 877 290 1,167
Impairment provision on forborne loans..... 5 11 16

The balances outlined above apply to the prime residential mortgage portfolio. The table below show
outstanding loans as at April 4, in each of 2020 and 2019 that are subjectto forbearance in alignment with
European Banking Authority definitions.

As at April 4,
2020 2019

(% of total (% of total

prime loans prime loans
(£ and and

million) advances) (£ million) advances)
Pastterminterest only concessions............... 237 19.2% 256 25.2%
Interest only CONCESSIONS ........cccrvrereereenerenes 581 47.0% 584 57.4%
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Capitalization ..., 333 27.0% 93 9.1%

Termextensions (within term)............ccceeueene. 47 3.8% 48 4.7%
Permanent interestonly conversions............. 37 3.0% 36 3.5%
Total forbearance........cccovvnenicnncnens 1,235 100.0% 1,017 100.0%

The following table presents negative equity onresidential mortgages:

As at April 4,
2020 2019
(£ million)
Stage 1and 2., 23 26
SEAGE 3. 4 4
TOAl ..o 27 30

For commercial loans

Forbearance in the commercial portfolios is recorded and reported at borrower level and applies to all
commercial lending including impaired exposures and customers subject to enforcement and recovery action.
Impairment provisions onforborneloansare calculated on an individual borrower basis.

The table below provides details of the commercial loans which are subject to forbearance as at April 4,
2020 and 2019. Loans where more thanone concession event has occurred are reported under the latest event.
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As at April 4,

2020 2019
(€ million)

REFINANCE ..o 43 44
Modifications:

Payment CONCESSION........ceurrririerireririreieieisre e seeees 31 2

Security amendment ... 8 6

EXtension at Maturity ........ococoevveeenneeeeessesesee e 19 12

Breach of cOvENant ... 126 122
TOLAL .. 227 186
Impairment provision on forborne loans..........cccccoo.... 14 23

Consistent with the European Banking Authority reporting definitions, loans that meet the forbearance
exit criteriaare not reported as forborne.

Overall, the exposures currently subjectto forbearance have increased to £227 million as at April 4, 2020,
from £186 million as at April 4, 2019. During the year, amortized cost balances subject to forbearance have
increased, principally reflecting the support measures put in place as we manage the runoff of the portfolio. The
reduction in the total impairment provision on forborne loans to £14 million (2019: £23 million) principally
reflects an improved outlook for one impaired case.

For consumer loans

The table below provides details of the consumer banking exposures which are subjectto forbearance as
at April 4, 2020 and April 4, 2019. Where more than one concession event has occurred, exposures are reported
underthe latestevent.

Owerdraw

ncurrent  Personal Credit

accounts loans cards Total
2020 (£ million)
Payment CONCESSION .......cceureririeriririreieinieisirenenas 14 - 1 15
Interest suppressed payment arrangement.......... 7 39 15 61
Balances re-aged/re-wWritten .........c.cooeoevrrerennen. - 1 3 4
Total forbearance........occoveveniennennenns 21 40 19 80
Impairment provision on forborne loans....... 12 27 13 52
20190
Payment CONCESSION .......cveeerrrerreeerirererneesnensreenes 16 2 18
Interest suppressed payment arrangement......... 6 34 15 55
Balances re-aged/re-Written.........c.coocoeeerneecnne. - 1 3 4
Total forbearance........coeovevcneennenncinens 22 35 20 77
Impairment provision on forborne loans....... 12 29 14 55

Commercial loan portfolio

During the year, commercial and other lending balances have decreased to £7.9 billion (2019: £9.1
billion). Continuing the deleveraging activity in previous financial years, the overall portfolio is increasingly
weighted towards registered social landlords, with balances of £5.4 billion (2019: £6.0 billion), and project finance
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with balances of £0.7 billion (2019: £0.8 billion). With a smaller book, and fewer active borrowers requiring
further lending, our commercial real estate balances decreased during the yearto £1.0billion (2019: £1.4 billion).

Commercial and other lending gross balances

As at April 4,
2020 2019
(£ million)
Registered social landlords®..............cccccceveevveeeererrenene. 5,425 5,980
Commercial real estate (CRE).........ccccoovveeevreeirieninenns 996 1,383
Project finance® .........cooouvevvevcecvsescseeeesseeesssees s, 712 807
Other1ending ........ocvevviveesiieieeeeee e - 8
Commercial and other lending balances at amortized cost 7,133 8,178
Fair value adjustmentfor micro hedged risk®................ 741 883
Commercial lending balances.........cccccocovvevrircrcininnnns 57 57
TOA ..o 7,931 9,118
Notes:
1) Loans to registered landlords are secured on residential property.
) Loans advanced in relation to project finance are secured on cash flows from government or local authority backed contracts under
the Private Finance Initiative.
3) Micro hedged risk relates to loans hedged on an individual basis.

Impairment losses/ (reversals) for the year for commercial and other lending

For the year ended April 4,

2020 2019
(IFRS 9 basis) (1AS 39 basis)
(£ million) (£ million)
TOAL ..o e (3) 16
Note:
@) Impairment losses represent the total amount charged through the profit and loss account, rather than amounts written off during

the year.

The £3 million impairment reversal forthe yearended April 4, 2020 primarily relates to asingle credit
exposure, where an improved outlook has drivena positive reassessment of potential future losses, offsetby a £7
million additional provisiontoreflect the expected impact of Covid-19 oncredit losses. The level of this additional
provision reflects the estimated impact based upon a revised central economic scenario and the extent of
concessions granted in response to Covid-19.

Our commercial lending portfolio of £7.1 billion as at April 4, 2020 (April 4, 2019: £8.2 billion)
comprises £1.0 billion secured on CRE (April 4, 2019: £1.4 billion), £5.4 billion advanced to registered social
landlords (“RSL”) (April4, 2019: £6.0 billion) and £0.7 billion advanced under Project Finance, principally via
the private finance initiative (“PFI”) (April 4, 2019: £0.9 billion). Our CRE portfolio is diverse bothin terms of
sectorsand geographic spread.

The portfolio is actively monitored for evidence of impairment by reference toarange of factors, which
include significant financial difficulty of the borrower, payment default, granting of a concession in accordance
with our forbearance policies or other circumstances indicating the likelihood ofa material change in cash flow
expectations. Impaired CRE loans amounted to £50 million as at April 4, 2020 (April 4, 2019: £48 million) and
provisions held againstthe portfolio amounted to £29 million (April 4, 2019: £22 million) representinga coverage
ratio of 58% (April 4, 2019: 46%).
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The following table shows commercial and other lending balances carried at amortized cost on the
balance sheet, with the stageallocation ofthe exposures, impairment provisions and resulting provision coverage
ratio:

Commercial and other lending productand staging analysis

For the year ended April 4,

2020 2019
Stage Stage  Stage 3 Covid-19 Total Stage Stage  Stage 3 Total
1 2 additional 1 2
provision® -
(£ million)
Gross balances
Registered social landlords
................................. 5,385 40 - - 5,425 5,923 57 - 5,980
CRE....ccccoiiiiiiiinen, 791 155 50 - 996 1,122 213 48 1,383
Project finance.............. 616 73 23 - 712 754 29 24 807
Other lending............... - - - - - 8 - - 8
Total.......oooovvvviiiiiinnn. 6,792 268 73 - 7,133 7,807 299 72 8,178
Provisions
Registered social landlords
................................. 1 - - - 1 1 - - 1
CRE....ccccviiiiiiiinnen 2 2 18 7 29 2 2 18 22
Project finance.............. 1 9 - 10 1 - 17 18
Other lending............... - - - - - - - - -
Total...oooooeiiiiiiieen, 3 3 27 7 40 4 2 35 41
Provisions as a (%) of total
balance (percentages)
Registered social landlords
................................. 0.02 0.12 - - 0.02 0.02 0.18 - 0.02
CRE.....cccccccciiiin. 0.25 1.29 36.00 - 2.91 0.19 0.96 37.11 1.58
Project finance.............. - 1.37 39.13 - 1.40 0.15 0.97 71.54 2.20
Other lending............... - - - - - - - - -
Total..ooooeiiiiiieen, 0.04 1.12 36.99 - 0.56 0.05 0.81 48.74 0.50
Note:
1) In recognition of the financial impact that Covid-19 may have on our borrowers, an additional provision of £7 million has been

added to the impairment provisions for commercial lending. This additional provision has not been allocated to underlying loans
and therefore has not been attributed to stages. Further detail on the calculation of the additional provision is given in note 10 to
the financial statements.

Overthe year, the performance of thecommercial and other lending portfolios has remained stable, with
95% (April 4, 2019: 95%) of balances remaining in stage 1. Of the £268 million stage 2 loans (April 4, 2019:
£299 million), less than£1 million (April4, 2019: £1 million) is in arrears by 30days or more, with the remainder
in stage 2due to non-arrears factors suchas a deterioration in risk rating or placement on a watchlist.

The increase in CRE stage 2and 3 balances is in respect ofasmall number of loans that are subject to
increased loan maturity risk, with stage 3 (credit-impaired) loans, at £50 million (April 4, 2019: £48 million),
equatingto 5% (April 4, 2019: 3%) ofthe total CRE exposure.

Loans in the project finance portfolio benefit from long-termcash flows, which typically emanate from
the provision of assets such as schools, hospitals, police stations, government buildings and roads, procured under
the Private Finance Initiative. 97% of balances are in respect of fully developed assets.

There is no significantexposureto credit risk on the other lending balances.
Credit quality

We adopt robust credit management policies and processes to recognize and manage the risks arising
fromthe portfolio,
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The following table shows the CRE portfolio by risk grade and the provision coverage for each category.
Thetable includes balances held at amortized cost only.

CRE gross balances by risk grade and provision coverage

For the year ended April 4,

2020 2019

Provision Provision

Stage 1 Stage 2 Stage 3 Total Coverage Stage 1 Stage 2 Stage 3 Total Coverage
(£ million) (percentages) (£ million) (percentages)
SroNg......ccovveveiveiniiniens 433 18 - 451 0.1 676 57 - 733 0.3
289 67 - 356 0.6 381 76 - 457 0.1
69 10 - 79 17 65 8 - 73 0.4
60 - 60 12 - 72 - 72 14
50 50 36.2 - - 48 48 37.1
791 155 50 996 2.3 1,122 213 48 1,383 1.6

The risk grades in the table above are based upon supervisory slotting criteria, under which exposures
are classified into categories depending on the underlying credit risk, with assessment based upon financial
strength, asset characteristics, the strength of the sponsor and the security. As CRE balances reduce, the credit
quality of the portfolio remains strong, with 89% (April 4, 2019: 91%) of the portfolio rated as satisfactory or
better, as at April 4,2020.

Risk grades for the project finance portfolio are also based upon supervisory slotting criteria with 90%
of the exposure ratedstrong or good.

The registeredsocial landlord portfolio is risk rated using aninternal PD rating model with major drivers
being financial strength, independent visibility assessment ratings provided by the UK Regulator of Social
Housing, and the type and size of registered social landlord. The distribution of exposures is weighted towards
the strongerrisk ratings and against a backdrop of zero defaults, the credit quality remains high, with an average
12-month PD 0f0.04% acrossthe portfolio.

In addition to the above, £57 million (April4, 2019: £57 million) of commercial lending balances were
classified as FVTPL, of which £54 million (April4, 2019: £53million) related to CRE loans with a risk grade of
satisfactory.
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CRE Balancesby LTV and region
The following table includes both amortized costand FVTPL CRE balances:

CRE Lending gross balances by LTV and region®

As at April 4,
2020 2019
London Rest of UK Total London Rest of UK Total
(£ million)
Fully collateralized
LTV ratio @
Less than 25%.................eee. 62 59 121 89 70 159
25% t050%......vviriieeriiin 315 254 569 559 298 857
51% t0 75%.....cvvvviieeiiiin 167 115 282 181 175 356
76% t090%.......vvvveeeeiiinne 3 43 46 1 20 21
91% t0100% ....vvvveeeeeenienee - - - 1 6 7
547 471 1,018 831 569 1,400
Not fully collateralized
Over 100% LTV.......ccovennnen. - 32 32 - 36 36
Collateral value.................... - 19 19 - 19 19
Negative equity.................... - 13 13 - 17 17
Total CRE Loans................... 547 503 1,050 831 605 1,436
Geographical concentration..... 52% 48% 100% 58% 42% 100%
Notes:
1) A CRE loan may be secured on assets located in different regions. The calculation for regional allocation has been changed in the
year toreflect a more refined approach, with comparatives presented on a consistent basis.
(@) The LTV ratio is calculated on the on-balance sheet carrying amount of the loan divided by the indexed value of the most recent

independent external collateral valuation. The Investment Property (IPD) monthly index is used.

Changesto theregional distribution of the CRE portfolio reflect the managed reduction of the portfolio,
with 52% (April 4, 2019: 58%) of the CRE exposure now being secured against assets located in London. Over
the year, the LTV distribution of the CRE portfolio remained stable, with 93% (April 4, 2019: 96%) of the
portfolio having an LTV of 66% or less, and 66% (April 4, 2019: 71%) of the portfolio having an LTV of 50% or
less.

Credit risk concentration by industry sector

Credit risk exposure by industry sector is broadly unchanged fromthe prior year, continuing to be spread
across the retail, office, residential investment, industrial and leisure sectors. Where a CRE loan is secured on
assets crossing different sectors, the sector allocation is based upon the value of the underlying assets in each
sector. For CRE exposures, excluding FVTPL balances, the largest exposure is to the residential sector, which
represents 42% (2019: 45%) of the total CRE portfolio balance. Over the year, our exposure to retail assets has
reduced to £202 million (2019: £274 million), with a weighted average LTV of 53% (2019: 46%). Exposure to
the leisure and hotel sector hasalso reduced to £84 million (2019: £110 million), with a weighted average LTV
of 46% (2019: 49%).

In addition to the amortized cost balances included in the table above, there are £54 million (2019: £53
million) of FVTPL commercial lending balances, of which £42 million (2019: £42 million) relates to the office
sectorand£12 million (2019: £12 million) relates to the retail sector.
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CRE balances by paymentdue status

Of the £1,050 million (April 4, 2019: £1,436 million) CRE exposure, including FVTPL balances, £14
million (April 4, 2019: £24 million) relates to balances with arrears, of which £6 million (April 4, 2019: £24
million) have arrears greater than 3months.

Gross balances subject to forbearance®

As at April 4,
2020 2019
(£ million)
Refinance 43 44
Modifications:
Payment concession 31 2
Security amendment 8 6
Extension at maturity 19 12
Breach of covenant 126 122
Total ..o 227 186
Total impairment provision on forborne loans 14 23
Note:
1) Loans where more than one concession event has occurred are reported under the latest event.

Possession balances represent loans againstwhich we have taken ownership of properties pending their
sale. Assets over which possession has been taken are realized in an orderly mannervia open market or auction
sales to derive the maximum benefit for all interested parties, and any surplus proceeds are distributed in
accordance with the relevant insolvency regulations. We do not normally occupy repossessed properties for our
businessuseoruse assets obtained in our operations.

Although collateral can be an important mitigant of credit risk, it is our practice to lend on the basis of
the customer’s ability to meet their obligations out of cash flow resources rather than rely on the value of the
security offered. In the eventof default, we may use the collateral as a source of repayment.

Primary collateralis a fixed charge overfreehold orlong leasehold properties, butmay be supported by
otherliens, floating charges over company assets and, occasionally, unsupported guarantees. The collateral will
have asignificanteffect in mitigating our exposure to credit risk.

Ourvaluationpolicy stipulates the maximumperiod between formal valuations, relative to therisk profile
of the lending. Particular attention is paid to the status of the facilities, for instance whether it is, or is likely to
require an impairment review where our assessment of potential loss would benefit fromupdated valuations, or
there are factors affecting the property that might alter the case assessment and the most appropriate action to
take.

Collateral held in relation to secured loans that are either past due or impaired is capped at the amount
outstanding on an individual loan basis. The table below represents a breakdown of CRE lending balances by
LTV and theirshare in the total CRE loans as at April 4,2020 and 2019.

As at April 4,
2020 2019
(£ million, exceptpercentages)
(unaudited)
Fully collateralized
LTV ratio:
18SS thaN 25%0 ......cveiiicieiieree s 121 12% 159 11%
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As at April 4,

2020 2019
(£ million, exceptpercentages)
(unaudited)

25%0 10 50%0.....ceurvrirreieessessissie sttt nee 569 54% 857 60%

S R (oI £ OO 282 27% 356 25%

76 £0 90U ...ovueerceceereereereeseesese et see ettt ss et 46 4% 21 1%

9296 10 100%0.....cecvireerrrrerrreirereesesessessss st nssnens - 7 0%
TOAL ... e 1,018 97% 1,400 97%
Partially collateralized

MOre than 100% (A) ..o sssss s sssssseenes 32 3% 36 3%

Collateral Valug Of (A) ...t 19 2% 19 2%

Negative €QUILY ON(A) ..o sssses s 13 1% 17 1%
TOtAl CRE T0NS .....cvieiiieiiieiieisee e 1,050 100% 1,436 100%

The overall proportion of partially collateralized loans has remained stable at 3% in the year ended April
4, 2020 (April 4, 2019: 3%) and the shortfall on collateral for non-performing CRE loans has decreased by £4
million during the yearended April 4, 2020 to £13 million (April 4, 2019: £17 million).

Consumer banking

Credit risk in the consumer banking portfolios is primarily monitored and reported based on arrearsstatus
which is set out below:

Consumer banking gross balances by payment due status

As at April 4,
2020 2019
Overdrawn Overdrawn
current Personal  Credit current Personal Credit
(Audited) accounts loans cards Total account loans cards Total
(£ million) (%) (£ million) (%)

NOt pastdue ... 226 2,830 1,528 4,584 91.8 279 2,282 1667 4,228 922
Past dueupto3 months .......cccceeeeenne 16 65 36 117 2.3 12 48 30 90 1.9
Past due3 to6 months............ccceeuuvueee 4 11 9 24 05 3 8 11 22 05
Past due6 to12months ... 3 14 2 19 04 3 15 2 20 0.4
Past dueover 12months ... 3 12 - 15 03 3 14 - 17 04
Charged off@.......ooocoooeen 28 98 109 235 47 24 82 103 209 46
Total 280 3,030 1,684 4,994 100 324 2,449 1,813 4,586 100
Note:
1) Charged off balances related to accounts which are closed to future transactions and are held on the balance sheet for an extended

period (up to 36 months, depending on the product) while recovery procedures take place.

The consumer banking portfolio comprises balances or unsecured retail banking products: current
accounts overdrafts of £0.3billion (April 4, 2019, £0.3 billion), personal loans of £3.0billion (April 4, 2019: £2.4
billion), and credit cards of £1.7 billion (April 4, 2019: £1.8 billion). Over the year total balances across these
portfolios have grown by £0.4 billion to £5.0 billion (April 4, 2019: £4.6 billion), equatingto 8.9% growth, and
credit quality has remained stable.

Consumer banking gross balances
As at April 4,
2020 2019
(Audited) (£ million) (%) (£ million) (%)
Overdrawn currentaccounts............ 280 5 324 7
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Personal loans 3,030 61 2,449 53
Credit cards ....ccoveveveeeee e, 1,684 34 1,813 40
Total consumer banking................ 4,994 100 4,586 100

Following the transition to IFRS 9, all consumer banking loans continue to be classified and measured at amortized

cost.

Impairment losses for the year

(Audited)

Overdrawn current accounts
Personalloans

Credit cards

2020 2019
(£ million)
21 9
82 38
56 67
159 114

Note: Impairment losses represent the net amount charged through the profit and loss account rather than amounts written off during the year.

The impairment losses for the year include an additional provision of £43 million, which has been
included to reflect the expected impact of Covid-19. The level of this provision reflects the estimated impact on
expected credit losses based upon a revised central economic scenario and the credit risk associated with
concessions granted in response to Covid-19. The lossesalsoinclude the impact of continued personal loan book

growth.

The following table shows consumer banking balances by stage, with the corresponding impairment

provisions andresulting provision coverage ratios:

Consumer banking product and staging analysis

As at April 4,
2020 2019
Covid-19
additional
Stagel  Stage2 Stage3 provisions® Total Stagel Stage2  Stage3  Total
(Audited) (£ million)
Gross balances
Overdrawn current
acCoUNtS......ccvvneeriinennnnn. 149 89 42 - 280 187 100 37 324
Personal loans................. 2,597 296 137 - 3,030 2,140 186 123 2,449
Creditcards .................... 1,111 442 131 - 1,684 1,211 475 127 1,813
Total ooovvvviiiiiii, 3,857 827 310 - 4,994 3,538 761 287 4,586
Provisions
Overdrawn current
ACCOUNES....cvvevieiieiinn, 2 17 37 3 59 2 18 33 53
Personal loans................. 15 33 119 23 190 11 22 107 140
Creditcards.................... 15 91 122 17 245 14 92 119 225
Total ..., 32 141 278 43 494 27 132 259 418
Provisions as a (%) of
total balance
Overdrawn current
aCcCOUNtS.....ccvvvneeiiinernnn. 1.75 19.06 87.02 - 2121 1.30 17.42 89.92 16.37
Personal loans................. 0.56 11.15 86.78 - 6.27 0.53 12.11 86.58 5,74
Creditcards.................... 1.33 20.67 92.86 - 1455 1.12 19.33 93.61 12.38
Total oooovvviiiiii 0.82 17.09 89.39 - 9.9 0.77 17.32 90.12 9.11
Note:
1) . In recognition of the financial impact that Covid-19 may have on our borrowers, an additional provision of £43 million has been

added to the impairment provisions for consumer banking. This additional provision has not been allocated to underlying loans
and therefore has not been attributed to stages. Further detail on the calculation of the additional provisionis given in note 10 to

the financial statements.
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Total gross balances increased to £4,994 million, primarily due to book growth in personal loans. The
decreases in overdrawn current account and credit card balances are due to reduced transaction volumes at year
end. As at April 4, 2020, 77% (2019: 77%) of the consumer banking portfolio is in stage 1. Over the year,
consumer banking balances in stages 2 and 3 have increased in absolute terms, reflecting the growth of the
portfolio. The combined stage 2and 3 proportion of total balances has, however, remained stable at 23% (2019:
23%), reflecting stable underlying credit performance. The majority of the portfolio growth has been in the
personal loan portfolio, where the proportion of balances by stage and provisions as a percentage of total balances
have remained broadly stable. The increase in the overdrawn current account and credit card provisions as a
percentageof balances is a result of additional provisions to reflect the estimated impact of the Covid19 pandemic
on expected credit losses, combined with lower overall gross balances as transaction volumes reduced towards
theend ofthe year.

Consumer banking stage 3 gross balances and provisions include charged off balances. These are
accounts which are closed to future transactions and are held on the balance sheet foran extended period (up to
36 months) whilst recovery activities take place. Excluding these charged off balances andrelated provisions, the
provisions as a percentage of total balances is 5.7% (2019: 5.0%).

Results of Operations for the Year Ended April 4,2019 Comparedwith the Year Ended April 4,2018

In the audited consolidated financial statements as of and for the year ended April 4, 2020, certain
amounts havebeenrestated in respect ofthe yearended April 4,2019 to reflect theadoptionon April 5,2019 of
accounting standard, IAS 12 “Income Taxes”, as further describedin note I to the audited consolidated financial
statements as ofandfor the year ended April 4,2020, which largely impacts our income statement and members’
interests and equity. Forpurposes of comparability, however, this section “--Results of Operations for the Year
Ended April4, 2019 Comparedwiththe Year Ended April 4, 2018 discloses the figures asreported inthe audited
consolidated financial statements as ofand for the year ended April 4,2019, whichhave notbeen restated.

Introduction

We believe that our results indicate a strong performance for the year ended April 4, 2019 with an
underlying profit before taxof £788 million, and a statutory profit before taxof £833 million.

Underlying profit before tax for the year ended April 4, 2019 is down 19% at £788 million from £977
million for the yearended April 4, 2018. Totalunderlying income increasedby 1% to £3,170 million in the year
ended April 4, 2019, as compared to theyear ended April 4, 2018.

Our financial performance for the year ended April 4, 2019 has statutory profit before taxdown 15%
yearon year, although netinterest income decreased by 3%. The decreasein net interestincome was largely offset
by a decreasein mortgage income, reflecting sustained competition in retail lending markets.

We experienced low cost growth in the year ended April 4, 2019, as a result of conscious decisions to
focus on efficiency. Underlying administrative expenses increased by 11.4% to £2,254 million. The underlying
costincome ratio has increased to 71.1% (April 4, 2018: 64.6%). Our cost trajectory reflects significant business
growth and investment over recent years. Mortgage balances have grown 4.9% over the last year and we have
794,000 new current accounts openedthisyear.

During the year ended April 4, 2019 employee costs increased by £2 million, reflecting an annual pay
award averaging 8.7% and higher full year costs fromenhancements made in the yearended April 4, 2018 to the
defined contribution pension scheme in line with our commitment to provide a ‘Living Pension’. Average
employee numbers decreased by 0.04% year on year due to process and organizational simplification including
the closure of operations thatare not aligned to our core markets.

Notwithstanding the fact that cost growth in recent years is the result of conscious decisions to support
our strategy and the service provided to members, we recognize the need to improve efficiency, and that cost
increases significantly ahead of inflation are not sustainable in the continuing low interest rate environment we
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face. We will continueour focus onoperational efficiency, exploiting the benefits of past and ongoing investment
while continuing to prioritize the needs of our members. We have launched an efficiency programwhich targets
£300 million of sustainable cost savings to be delivered by 2022.

During the year ended April 4, 2019, we have made good progress with our efficiency program
successfully delivering over £100 million in sustainable savings, meaning that we are on course to achieve our
target of realizing £500 million of sustainable savings by 2023. As the programdevelops we will evolve our target
of cost savings with a current expectation that this willincrease.

During the yearended April 4, 2019, investment focused on service improvements for members, bothin
branch and through digital channels, including updating our savings pointof sale systems to allow real time online
account opening, delivery of in-house credit risk assessments for prime mortgages, upgrades to our Banking App
for smartphones and tablets, and the roll out of further video links in branches which allow members greater
flexibility to speak face to face with advisors in another location. We have also invested in IT resilience and
ensuring compliance with UK and EU regulatory requirements.

Following a review ofamounts capitalized forassets in useorin the courseof development, asset write
downs and depreciation charges of £141 million (April4, 2018: £141 million) were recognized in the year dueto
adjustments to asset lives, reflecting the pace of change of technology and changing member needs. Profit before
taxon areported basis and underlying basis are setout below. Certain aspects of our results are presented to reflect
management’s view ofthe underlying results and to provide a clearer representation of our performance.

Profit before taxon a reported basis and underlying basis are setoutbelow. Certain aspects of our results
are presented toreflect management’s view ofthe underlying results and to providea clearer representation of our
performance.

For the year ended April 4,2019

FSCS Gain from
and derivatives
Underlying bank and hedge  Statutory

profit lewy accounting profit
(£ million)

Net interest iNCOME ......covevvvveveveenne, 2,915 - - 2,915
OtherinCome........cooeveneeneereneenens 255 - - 255
Movements on derivatives and hedge

ACCOUNEING...v.cvivereereteereereie e, - - 36 36
Total iINCOME ..., 3,170 - 36 3,206
Administrative eXpenses..........ccoove.e. (2,254) - - (2,254)
Pre-provisionunderlying profit...... 916 - 36 952
IMpairment I0SSes.......cooveerrenceeennn. (113) - (113)
Provisions for liabilities and charges (15) 9 - (6)
Profitbefore taX........ooevncernenee 788 9 36 833
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For the year ended April 4,2018

Gain from
derivatives
Underlying and hedge  Statutory
profit FSCS accounting profit
(£ million)
Net interestinCome ..........ccceeevevennn 3,004 - - 3,004
OtherinCome.......cocoveevvnvesrerireennen, 128 - @ 128
Movements on derivatives and hedge - - @ ®
ACCOUNEING..c.cvevererercieirireeieisere e,
Total iINCOME ....oovevvveiieicecee, 3,132 - - 3,131
Administrative eXpenses.........ccccevene. (2,024) - (D) (2,024)
Pre-provision underlying profit...... 1,108 - - 1,107
IMpairment I0SSes.......coovverrenceeennn. (105) - - (105)
Provisions for liabilities and charges (26) 1 (8] 25
Profitbefore tax........cccooevenivnenne. 977 1 - 977

The following discussion considers our results for the yearended April 4, 2019 compared to our results
for the yearended April 4, 2018:

Total income
Ourtotalincome decreased to £3,206 million in the yearended April 4, 2019 compared to £3,131 million

in the yearended April 4,2018. The following table sets forththe components ofincome for the years ended April
4, 2019 and 2018, respectively:

For the year ended April 4,

2019 2018
(£ million)
Net iNtEreSt INCOME.....iiiiieiceccecee e 2,915 3,004
Net fees and COMMISSIONS ........ccccueverererececeeeee e 201 205
Income from INVESTMENLS ........ccceveveveveeeeeecee e - -
OtheroperatinginCome ........cccocoveernieernre e 54 (77
Gains/(losses) fromderivatives and hedgeaccounting ..... 36 (1)
TOtAL ..o 3,206 3,131
Netinterestincome

Net interest income decreased by 3% to £2,915million forthe yearended April4, 2019 compared with
£3,004 million for the year ended April 4, 2018 due to lower funding costs, which were offset by a decrease in
mortgage income as a result of sustained competitionin retail lending markets.

The following table sets forth the components of net interest income for the years ended April 4, 2019
and 2018, respectively:

For the year ended April 4,

2019 2018
(£ million)
Interestand similar income:
On residential MOMQAgES ...vovvevvereeeeirieeee e 4,469 4532
ONOhErI0ANS .....cocviciciciccce e s 656 677
ON INVESTMENTSECUNILIES ...ovcveveeiieieccee e 194 129
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For the year ended April 4,

2019 2018
(£ million)

On Other liqUId 8SSELS .......cevuririeinirreeeie e 137 67
Net expense on financial instruments hedgingassets ................ (338) (594)
Total interestandsimilar iNnCOMEe.........ccccovveiveevceiicee e, 5,118 4811
Interestexpense and similar charges:
On UK retailmember depositS ......covevvereereieieeieninseneneneseseens (1,335) (1,140)
On subscribed capital ..........ccccvvveenrrieee i (14) (15)
On deposits and other borrowings:
Subordinated abilities .........coceerrierrrrce e (238) (175)
OLNEE et (207) (320)
Debt SECUTITIES IN ISSUE ..vvvveeeceeireereiee s inenenes (673) (7112)
Net income on financial instruments hedging liabilities ........... 270 563
PeNSION INTEIESE COST ....cuvrvreririeriririeeie e (6) (8)
Total interestexpense andsimilar charges .........ccooveeenen. (2,203) (1,807)
Net iNtEreSTINCOME .......cuviierieircreree s 2,915 3,004

On investment securities

Interest and other income from investment securities comprises interest income earned onthe corporate
and government investment securities that we purchase for our own account to manage our liquidity portfolios
and net realized gains and losses on our sales of these instruments.

Interestand other income frominvestment securities increased by 50% to £194 million for the year ended
April 4, 2019, compared with £129 million for the yearended April 4, 2018.

Net expense on financial instruments hedging assets

Derivative instruments are used to synthetically convert fixed rate assets to floating rate assets. The
floating rate income and fixed rate expense on these derivatives are included as “net expense on financial
instruments hedging assets.” In the year ended April 4, 2019, we incurred a net expense of £315 million on
financial instruments usedto hedgeour fixed rate assets, compared with a net expense of £543 million in the year
ended April 4, 2018.

Interest expense andsimilar charges

The average interest rate that we paid to depositors increasedto 0.87% for the yearended April 4, 2019
compared with 0.76% for the yearended April 4, 2018, which accounted for the majority of the increase in interest
paid. There was also an increase 0f4.5% in the average balance of UK retail member deposits held to £152,926
million in the yearended April 4, 2019 from £146,297 million in the yearended April 4, 2018.

Thanks to a combination of strong growth and good retention, our market share of main standard and
packaged current accounts rose to 8.0% as at April 4, 2019, an increase from7.9% as at April 4, 2018. A record
794,000 (year ended April 4, 2018: 816,000) Nationwide current accounts were opened during the year ended
April 4, 2019, which accounts for 16.2% of all new current accounts in the UK opened during the year ended
April 4, 2019.

On deposits and other borrowings

Interest expense on deposits and other borrowings includes interest that we pay on subordinated debt
instruments and other deposits and borrowings. In theyear ended April 4, 2019, interest on subordinated liabilities
increasedto £238 million from £175 million in the yearended April 4, 2018. Averagebalances increased to £6,469
million in the yearended April 4, 2019 from £4,108 million in the yearended April 4, 2018.
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Other interest expense on deposits and other borrowings includes the interest that we pay on retail
deposits by non-members, deposits fromother banks and other money market deposits. In theyearended April 4,
2019, other interest expense on deposits and other borrowings decreased by 35% to £207 million from £320
million in the year ended April 4, 2018. This decrease was due, in part, to a decrease in expenses related to the
redemption and maturity of protected equity bonds (“PEB’) deposits which havereturns linked to the performance
of specified stock market indices, which for the year ended April 4, 2019 was nil (April 4, 2018: £210 million).
The PEBs are economically hedged using equity-linked derivatives. Net income onfinancial instruments hedging
liabilities was nil for the year ended April 4, 2019 (April 4, 2018: £206 million) in relation to the associated
derivatives.

Debt securitiesin issue

Debt securities in issue include interestthat we pay oncertificates of deposit, time deposits, commercial
paper, covered bonds, medium-term notes and securitizations. In the year ended April 4, 2019, interest expense
on debt securities in issue decreased by 5% to £673 million from £712 million in the yearended April 4,2018.

Net income/expense onfinancial instruments hedging liabilities

We use derivative instruments to synthetically convert fixed rate liabilities to floating rate liabilities. The
floating rate expense and fixed rate income on thesederivatives are included as “netincome/expense on financial
instruments hedging liabilities.” In the year ended April 4, 2019, net income on financial instruments used to
hedge our fixed rate liabilities was £270 million, compared with anetincome of £563 million in the yearended
April 4,2018.

Net fees and commissions

The following table sets forththe components of net fees and commissions for the years ended April 4,
2019 and 2018 respectively:

For the year ended April 4,

2019 2018
Income Expense Net Income  Expense Net
(£ million)
Currentaccountandsavings........... 261 (202) 59 246 (187) 59
General INSUFaNCe .......covveverniernrnnns 65 - 65 76 - 76
Protection and investments.............. 63 - 63 65 - 65
MOMQAage .....cverreiiieeeee e, 13 @ 12 16 2 14
(O1(=To [1 o1 (o [0SR 43 (39) 4 42 (45) 3)
Otherfees and commissions............ 4 (6) 2 4 (10) 6)
Fee and commission...........ccoueveanee 449 (248) 201 449 (244) 205

Income from net fees and commissions consists of income that we earn from lending, ban king and
savings feesand insurance sales commissions less lending fees and commission expense.

In the yearended April4, 2019, net fees and commissions decreased by 2% to £201 million compared
with £205 million in the year ended April 4, 2018, principally reflecting movements in General Insurance fees
and commissions (E11million lower in the yearended April 4, 2019) and Credit Card fees and commissions (E7
million higherin the yearended April 4, 2019).

Other operatingincome

In the year ended April 4, 2019, other operating income was £54 million compared with £77 million
expense in the yearended April 4, 2018.
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Gains/losses on derivatives and hedge accounting

Allderivatives we enter into are recorded on the balance sheet at fair value with any fair value movements
accounted forin the income statement. Derivatives, our use of which is regulated by the UK Building Societies
Act,are only usedto limit the extent to whichwe could beaffected by changes in interest rates, exchange rates or
other factors specified in building society legislation. These derivatives are therefore used exclusively to hedge
risk exposuresandare not used for speculative purposes.

Where effective hedge accounting relationships can be established, the movementin the fair value of the
derivative instrument is offsetin full or in part by opposite movements in the fair value of the underlying asset or
liability being hedged. Any ineffectiveness arising fromdifferent movements in fair value will likely trend to nil
overtime.

In addition, we enterinto certain derivative contracts which, although efficient economically, cannot be
included in effective hedge accounting relationships. Consequently, although the implicit interest cost of the
underlying instrument and associated derivatives are included in “Net interest income” in the income statement,
fair value movements on such derivatives are included in “Gains fromderivatives and hedge accounting.”

Gains from derivatives and hedge accounting were £36 million in the yearended April 4,2019 compared
to losses of £1 million in the year ended April 4, 2018. Income statement volatility arises due to accounting
ineffectiveness of designated hedges, or because hedgeaccounting has notbeenadopted or is not achievable.

Included within the gain of £36 million (April 4, 2017: loss of £1 million) was the impact of the
following:

Gains of £24 million (April 4, 2018: losses of £86 million) from fair value hedge accounting. This
includes losses of £9 million (April 4, 2018: losses of £42 million) from macro hedges, due to hedge
ineffectiveness andthe amortization of existing balance sheetamounts. In addition, gains of £33 million relate to
micro hedges (April 4, 2018: losses of £44 million) due to acombination of hedge ineffectiveness, maturities and
disposals.

There was no impact relating to the mortgage pipeline (April 4, 2018: gains of £50 million). The income
statement includes the full fair value movement of forward starting interest rate swaps economically hedging the
pipeline; howeverwe only elect to fair value certainunderlying mortgage business within the pipeline.

Losses of £18million (April 4, 2018: gains of £5 million) from valuation adjustments and volatility on
other derivatives whichwere not in an IAS 39 hedge accounting relationship.

Gains of £7 million (April 4, 2017: £13 million) from the retranslation of foreign currency monetary
items not subject to effective hedgeaccounting, againsta backdrop of significant sterling depreciation.

Operatingexpenses and similar charges

Operating expenses and similar charges decreased in the year ended April 4, 2019 to £2,373 million
compared to £2,154 million in the year ended April 4, 2018. The following table sets forth the components of
operatingexpenses and similar charges forthe years ended April 4, 2019 and 2018, respectively:

For the year ended April 4,

2019 2018
(£ million)
AdMINISTratiVe EXPENSES .vvvvreerireereeereee s 1,705 1,627
Depreciation and amortization............cccccevveeeeveseneesiseseeeenens 549 397
Impairment losses on loans and advances to customers ............. 113 107
Provisions for liabilities and Charges .........ccocoevvneennnnecinnen, 6 25
Impairment (recoveries)/losses on investmentsecurities............ - (2
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TOUA ... 2,373 2,154

Administrative expenses

Administrative expenses increased by 5% in the year ended April 4, 2019 to £1,705 million from£1,627
million in the year ended April 4, 2018 largely driven by ongoing investment in the business, general inflation
and increased levels of business activity.

The following table sets forth the components of administrative expenses for the years ended April 4,
2019 and 2018, respectively:

For the year ended April 4,

2019 2018
(£ million)
Employee costs:
Salaries, bonuses andsocial SECUrity COStS .......uovvrvrernrereerennnnn. 645 651
PENSION COSES. ....vuivviiriretriieireiets et 181 173
Otheradministrative eXPENSES .......cvevvvvrerirererisirisesssesesesessssssses 879 803
TOAL ..o 1,705 1,627

Employee costs are made up of salaries, bonuses social security costs (which consist entirely of
mandatory UK national insurance contributions) and pension costs.

We operate both defined benefit and defined contribution arrangements. The principal defined benefit
pension arrangement is the Fund. This is a contributory defined benefit arrangement, with both final salary and
CARE sections. The Fund was closed to newentrants in 2007, and since then new employees have been able to
join adefined contributionarrangement. The final salary section of the Fund was closed to future service on March
31, 2011. Service already built up in the final salary sectionwill continue tobe linked to final salary, while future
benefits nowaccruewithin the CAREsection. On February 17, 2020, we announced thatwe would be closing the
Fund to future accrual fromMarch 31, 2021.

In the year ended April 4, 2019, salaries, bonuses and social security costs decreased by 1% to £645
million from £651 million in the yearended April 4, 2018. Within employee costs, the pension charge increased
by 5% to £181 million for the year ended April 4, 2019 from £173 million in the year ended April 4, 2018,
primarily due to anincrease in defined benefit scheme costsas a result of market conditions.

Otheradministrative costs increased by 9% to £879 million for the yearended April 4, 2019 from £803
million for the yearended April 4, 2018.

The costincome ratio has deteriorated onan underlying basis to 71.1% (April 4, 2018: 64.6%) and on a
statutory basis to 70.3% (April 4, 2018: 64.6%) as a result of the growth in administrative expenses described
above, which reflects our focus on improving product propositions and services for members while remaining
strong, safe andsecure.

Depreciationand amortization

For the year ended April 4, 2019 depreciation and amortization expenses increased by 38% to £549
million from £397 million for the yearended April 4, 2018.

Impairmentlosses on loans andadvances to customers

We assess at each balance sheet date whether, as a result of one or more events thatoccurred after initial
recognition, there is objective evidence that a financial asset or group of assets is impaired. Evidence of
impairment may include indications that a borrower or group of borrowers is experiencing significant financial
difficulty or default ordelinquency in interest or principal payments.
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Impairment losses on loans and advances to customers fortheyearended April 4, 2019 increased by 6%
to £113 million from £107 million for the yearended April 4, 2018.

The following table analyzes the impairment losses on loans and advances to customers for the years
ended April 4, 2019 and 2018, respectively:
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For the year ended April 4,

2019 2018®
(£ million)
Residential [ending........cccoverrneenerreeesreee s (17) 11
ConsUMErbDaNKING.......ccovirrririerrrree e 114 97
Retail lending 97 108
Commercial and otherlending..........cccovvvvvvvvcvssscccsss 16 Q)
Impairment losses on loans and advances 113 107
Impairment (reversals)/losses oninvestmentsecurities................. - 2
TOAL .o 113 105
Notes:
1) Figures have been adjusted to reflect the impact of applying IFRS 9: “Financial Instruments” from April 5, 2018. Further

information is provided in note 1 to our audited consolidated financial statements as of and for the year ended April 4, 2019.

Impairment losses have increased by £8 million to £113 million (2018: £105 million). Despite this
increase in impairments the underlying portfolio performance remains strong. Retail lending impairment losses
remain at historically low levels with the £17 million release (2018: £11 million charge) for theresidential lending
book resulting fromthe continued run-off of legacy, higher risk portfolios. The increase in consumer banking
impairment charge to £114 million (2018: £97 million) primarily reflects updates to provisions toreflectemerging
regulatory requirements for customers in persistent debt. Notwithstanding this increase, delinquency levels onthe
consumer finance portfolio have remained low during the year. During the year commercial loan impairments
were £16 million (2018: £1 million release) due to increased credit risk associated with two individual loans, with
the overall portfolio performance remaining robust.

Provisions for liabilities and charges

For the year ended April 4,

2019 2018M
(£ million)
FSCSvoeeteeesseessseessseessseeessseeessees ettt ) Q)
CuStomer redreSS ProOVISION. .......cvovviiiriririririesesesesesesesesesesesesenees 15 26
TOAL ..o 6 25
Notes:
1) Figures have been adjusted to reflect the impact of applying IFRS 9: “ Financial Instruments” from April 5, 2018. Further

information is provided in note 1 to our audited consolidated financial statements as of and for the year ended April 4, 2019.

The income statement charge for provisions for liabilities and charges of £6 million (2018: £25 million)
includes the customer redress net income statement charge of £15 million (2018: £26 million), and the FSCS
release of £9million (2018: £1 million).

We hold provisions for customer redress to cover the costs of remediationand redress in relation to past
sales of financial products and post sales administration, including compliance with consumer credit legislation
and other regulatory requirements. The charge for the year primarily relates to customer redress provisions
recognized in respect of PPl and Plevin, including the cost of administering these claims. When assessing the
adequacy of our PPI provision we have considered the implications of the guidance published by the FCA in its
March 2017 policy statement (PS17/03), including the expected impact of the Plevin case.

Taxes

The statutory reported taxcharge forthe year of £215 million in the yearended April 4, 2019 (April 4,
2018: £232 million charge) represents an effective taxrate of 25.8% which is higher than thestatutory rate in the
UK 0f20.0%. The higher effective rate is due principally to the banking surcharge of 8.0% e ffective fromJanuary
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1, 2016, equivalentto £37 million (April 4, 2018: £43million charge), together with the taxeffect of disallowable
bank levy and customer redress costs of £8 million and £8 million (April 4, 2018: £8million and nil) respectively.

This resulted in an overall statutory taxcharge for the year ended April 4, 2019 of £215 million (April 4,
2018: £232 million) as set out in the table below:

For the year ended April 4,

2019 2018
(£ million)

Current tax

UK COrPOratioNTaX.....cocceeererieeriririniieisieiseseseis s 209 246

Adjustments in respect of prioryears.........ccocovveeerverercennn, (12) (12)
TOtal CUMTENTTAX. ...cviviiceceeirirccieire e 197 234
Deferred tax

Currentyear charge/(Credit) ........oceevreeernreeenreseeeerenenns 6 ©)

Adjustments in respect of prioryears.........ccoeovveeenneneecinnen. 9 9
Effect of deferred taxprovided at differenttaxrates .........c.......... 3 4
Total deferred taxation...........c..ccoovevevrerninen s 18 2
StAtutory taxX Charge ... 215 232

Balance Sheet Review

Weighted average total assets grew by 4%, from £238 billion as of April 4, 2019 to £230 billion as of
April 4, 2018, with growth in retail lending and treasury balances, offset by a small reduction in commercial

lending balances.
Loansand advances to customers

Lending remains predominantly concentrated on high quality secured products, with residential
mortgages accounting for 93.8% of our total loans and advances to customers at April 4, 2019. This is an increase
from 93.0% as at April 4, 2018, reflecting our strategy of exiting non-core commercial lending:

As at April 4,
2019 2018M
(£ million, exceptpercentages)

Prime residential mortgages......coovveeerereenneninenns 151,473 76.4% 144,011 75.6%
Specialist residential MOrtgages ....c.cocovvevrrererrennnes 34,333 17.3% 33,057 17.4%
Total residential mortgages ......ccooovveverreernennnns 185,806 93.8% 177,068 93.0%
Commercial 1ending .....ccccovveevieiceieeierrerereee e 8,194 4.1% 9,569 5.0%
Consumerbanking .......c.cococeeeevvicieinisseseee s 4,168 2.1% 3,742 2.0%
Gross BalanCes ... 198,168 100.0% 190,379 100.0%
Fair value adjustments for micro hedgedrisk........... 883 - 1,042
TOAl .o s 199,051 - 191,421

Notes:

1) Figures have been adjusted to reflect the impact of applying IFRS 9: “ Financial Instruments” from April 5, 2018. Further

information is provided in note 1 to our audited consolidated financial statements as of and for the year ended April 4, 2019.

Residential mortgage portfolio

Residential mortgages include prime and specialist loans, with new lending in the specialist portfolio
comprised entirely of BTL lending. Gross mortgage lendingin the periodwas £36.4 billion (April 4, 2018: £33.0
billion), representinga market share 0f 13.4% (April 4, 2018: 12.8%).
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Mortgage balances grew by £9 billion in the year ended April 4, 2019, most of which was related to
prime lending.

Theaverage LTV ofnew lending in the yearended April 4, 2019, weighted by value, remained at 71%
(April 4, 2018: 71%) primarily due to our strategy to increase lending to the first time buyer market as we
recognize the importance of helping people take their initial steps onto the housing ladder. Modest house price
growth has resulted in the average LTV of our portfolio increasing to 58% (April 4, 2018: 56%). Residential
mortgage arrears have remained constant at 0.4% (April 4, 2018: 0.4%).

Non-performing balances have increased by £54 million to £2,773 million (April 4, 2018: £2,719
million). The impairment provision balance has decreased to £206 million (April 4, 2018: £235 million). This
decrease in provisions is largely due to continued run-off of legacy, higher risk portfolios combined with
refinements to our provisioning methodology. Impairment provisions as a percentage of non-performing balances
decreasedto 7.4% (April 4, 2018: 8.6%).

The growth of the BTL portfolio has slowed following a decision taken in May 2016 to increase the
minimum interest cover ratio for newlending from 125% to 145% and reduce the maximum LTV from 80% to
75%. Despite the anticipated impact of this decisionon BTL portfolio growth, these steps were taken in response
to forthcoming income taxchanges which will materially affect cash flowand affordability for some landlords.

As at April 4,
2019 2018
(percentages)

LTV distribution of residential mortgages:

006 = B090.....cvvrecrereiseerete et 25 26
G0 £ T 33 30
S S0 T 7 9
8090 = 85Y0....vvvecverereiieeie et 10 14
8590 = Q0Y0....vvrrcveeerrisieie et 22 18
9090 = 9501 sttt nneen 3 3
S05U0 ottt - -
TOAL ..o s 100 100
Averageloan to value of StocK .......cccovvvrivivccrsseceeenn, 58 56
Averageloan to value of newbusingss..........cccccoeevverirerinnen. 71 71
New business profile:

First-time DUYEIS ..o 35 38
HOIME MOVEIS ..o 25 29
REMOMQAGEIS ...ttt 25 21
20 TR 14 11
(@1 -1 T 1 1
TOAL ..o s 100 100

The analysis of the new business profile and the average LTV for new business excludes further
advances.

Total residential balance sheet provisions at April 4, 2019 were £206 million, compared with £235
million at April 4, 2018.
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As at April 4,

2019 2018
Cases three months or more in arrears as (%) of total book of (percentages)
residential mortgages
0T 0.35 0.34
SPECIANST ... e 0.82 0.83
Total Group residential MOrtgages .........cooeevvvereeerresereeenenens 0.43 0.43
CML iNUSTIY QVBFAJE .....cevvvrvrercreirererereieisisiresessesesesessssesssesesssssens 0.79 0.81

Reflecting our low risk profile, performance of the mortgage books has remained strong with the total
group residential mortgages more thanthree months in arrears staying constant. Our overall arrears percentage of
0.43% compares favorably with the CMLindustry average of 0.79% (April 4, 2018: 0.81% as reported by CML).

The table below shows possessions as a percentage of our total residential mortgages as at April 4, 2019
and April 4, 2018:

As at April 4,
2019 2018
Possessions as (%) of total residential mortgages (number of (percentages)
properties)
PIIMIE. cov vttt 0.01 0.01
SPECIANST ..ot 0.05 0.05
Total Group residential MOrtgages .........ccoeeveveveererreseseesnenens 0.01 0.02

Our approach todealingwith customers in financial difficulties combined with our historically cautious
approach to lending, means that we only take possession of properties as a last resort. This is illustrated by the
number of properties taken into possession compared with the total for the industry. During the year ended April
4, 2019, the properties takeninto possession decreasedto 231, representing only 0.01% of ourbook compared to
the industry averageof0.02% (source: CML).

The table below provides further information on the residential mortgage portfolio by payment duestatus
as at April4, 2019 and April 4, 2018:

As at April 4,
2019 2018

Prime  Specialis Prime Specialist
lending tlending Total (%) lending lending Total (%)

(£ billion, except percentages)

Not impaired:

Neither past due nor impaired ..................... 149.8 33.5 1833 985 142.4 32.2 1746  98.5
Past due up to 3 months but not impaired ...... 1.3 0.6 1.9 1.0 1.3 0.7 2.0 1.1
IMPAIFEd ... 0.4 0.4 0.8 0.4 0.3 0.4 0.7 0.4
Total oovvviiiiiiii 151.5 345 186.0 100.0 144.0 33.3 177.3  100.0

The status “past dueup to 3 months butnot impaired” includes any assetwhere a payment dueis received
late or missed. The amount included is the entire financial asset balance rather than just the payment overdue.
Loans on interestonly or payment holiday concessions are initially categorized according to their payment status
as at the date of concession, with subsequent revisions to this category assessed against the terms of the

concession.

Loans which are notin possession have collective impairment provisions setaside to cover credit losses.
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Loans in the analysis above which are less than three months past due have collective impairment
allowances set aside to cover credit losses on loans which are in the early stages ofarrears. Loans acquired from
the Derbyshire, Cheshire and Dunfermline building societies were fair valued on a basis which made credit loss
adjustments for anticipated losses over the remaining life of the loans. Impaired retail loans are broken down
furtherin the following table:

As at April 4,
2019 2018
Prime  Specialist Prime  Specialist
lending  lending  Total (%) lending lending Total (%)
(£ million, except percentages)

Impaired status:

Past due 3 to 6 months..............ccoeeeeeeenes 177 159 336 44 162 159 321 44
Past due 6 to 12 months..............cccoeeeeeeee 122 121 243 32 113 110 223 30
Past due over 12 months .............cccceeee. 84 69 153 20 89 76 165 22
Litigation (past term interest only)............. - - - - 1 1 2
POSSESSIONS ... 7 21 28 4 8 23 31 4
Total oo 390 370 760 100 373 369 742 100

For residential mortgage loans

Residential mortgages subject to forbearance at April 4, 2019 were £1,017 million compared to £1,025
million at April4, 2018. Loans where more than oneconcession event has occurred are reported under the latest

event.

Balances subjecttoforbearance 2019

Past terminterest only concessions
Interest only concessions

Capitalization

Termextensions (within term)

Permanent interestonly conversions................

Total forbearance

Impairment provision on forborne loans.....

Balances subject to forbearance 2018™

Past terminterest only concessions
Interest only concessions

Capitalization

Termextensions (within term)

Permanent interestonly conversions................

Total forbearance

Prime Specialist Total
(£ million)
122 134 256
525 59 584
42 51 93
35 13 48
3 33 36
727 290 1,017
5 11 16
Prime Specialist Total
(£ million)
130 136 266
511 66 577
45 59 104
35 14 49
5 24 29
726 299 1,025
5 11 16

Figures have been adjusted to reflect the impact of applying IFRS 9: “ Financial Instruments” from April 5, 2018. Further

information is provided in note 1 to our audited consolidated financial statements as of and for the year ended April 4, 2019.
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The balances outlined above apply to the prime residential mortgage portfolio. The table below show
outstanding loans as at April 4, in each of 2019 and 2018 that are subject to forbearance in alignment with

European Banking Authority definitions.

As at April 4,
2019 2018®W
(% of total (% of total
prime loans prime loans
and and
(£ million)  advances) (£ million)  advances)
Past terminterest only concessions 256 25.2% 266 26.0%
Interest only CONCESSIONS ........cccvurerecreenerenes 584 57.4% 577 56.3%
Capitalization .........ccccceevvvvvciennesiennne, 93 9.1% 104 10.1%
Termextensions (within term)............cccoeveene. 48 4.7% 49 4.8%
Permanent interestonly conversions 36 3.5% 29 2.8%
Total forbearance.........coovvenireninns 1,017 100.0% 1,025 100.0%
Notes:
1) Figures have been adjusted to reflect the impact of applying IFRS 9: “ Financial Instruments” from April 5, 2018. Further
information is provided in note 1 to our audited consolidated financial statements as of and for the year ended April 4, 2019.
The following table presents negative equity onresidential mortgages:
As at April 4,
2019 2018M
(£ million)
Stage 1and 2........ccccvvvnvnnninieninennnenns 26 33
StAgE 3. 4 5
TOtal. oo 30 38
Notes:
1) Figures have been adjusted to reflect the impact of applying IFRS 9: “Financial Instruments” from April 5, 2018. Further

information is provided in note 1 to our audited consolidated financial statements as of and for the year ended April 4, 2019.

For commercial loans

Forbearance in the commercial portfolios is recorded and reported at borrower level and applies to all
commercial lending including impaired exposures and customers subject to enforcement and recovery action.
Impairment provisions onforborneloans are calculated on an individual borrower basis.

The table below provides details of the commercial loans which are subject to forbearance as at April 4,
2019 and 2018. Loans where more thanone concession event has occurred are reported under the late st event.

RefinancCe......cccovveivcivecceee e

Modifications:

Interest conCesSIoN.........cccveeeereenennce.
Capitalconcession.........cccccvvveeenenes
Security amendment............ccceevne.

Extension at maturity

Breach ofcovenant........cccccoevvennee

As at April 4,
2019 2018M
(£ million)
............................. 44 78
............................. 2 8
............................. 6 9
............................. 12 42
.............................. 122 139
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TOMA ... s 186 276

Impairment provision on forborne loans............ccco...... 23 19
Notes
1) Figures have been adjusted to reflect the impact of applying IFRS 9: “ Financial Instruments” from April 5, 2018. Further

information is provided in note 1 to our audited consolidated financial statements as of and for the year ended April 4, 2019.

Consistent with the European Banking Authority reporting definitions, loans that meet the forbearance
exit criteriaare notreported as forborne.

Overall, the CRE exposures currently subject to forbearance havereducedto £186 million as at April4,
2019, from £318 million as at April 4, 2018, principally as a result of the controlled exit fromnon-core, higher
risk loans, and represented 13% of CRE loan balancesas at April 4,2019 (compared to 17% as at April 4, 2018).

For consumer loans

The table below provides details of the consumer banking exposures which are subjectto forbearance as
at April 4, 2019 and April 4, 2018. Where more than one concession event has occurred, exposures are reported
underthe latestevent.

Owerdrawn
current Personal Credit
accounts loans cards Total
2019 (£ million)
Payment CONCESSION .......cveeerirereererererereeeseenereenes 16 2 18
Interest suppressed payment arrangement......... 6 34 15 55
Balances re-aged/re-wWritten .........c.coovevverrvrennen. - 1 3 4
Total forbearance.........c.cccvvveeneieeieeieeenens 22 35 20 77
Impairment provision on forborne loans....... 12 29 14 55
2018M
Payment CONCESSION .......ccvvreririerireririreieieisirenenas 18 - 2 20
Interest suppressed payment arrangement......... 6 32 16 54
Balances re-aged/re-wWritten .........c.cooveeverrvrennen. - - 4 4
Total forbearance........c.ooeovencvniennennenens 24 32 22 78
Impairment provision on forborne loans....... 13 27 16 56
Notes:
1) Figures have been adjusted to reflect the impact of applying IFRS 9: “ Financial Instruments” from April 5, 2018. Further

information is provided in note 1 to our audited consolidated financial statements as of and for the year ended April 4, 2019.
Commercial loan portfolio

The commercial portfolio comprises loans which have been provided to meet the funding requirenents
of registered social landlords, commercial real estate investors and project finance initiatives. While the project
finance and real estate portfolios are closed to new business, the registered social landlord portfolio was reopened

in September 2018.

Commercial and other lending gross balances

As at April 4,
2019 2018
(£ million)
Registered social landlords®...........ccc.coocvveeverrecrreennne, 5,980 6,816
Commercial real estate (CRE) .......covvverereeeieenenenenenenens 1,383 1,810
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Project finanCe®@ ... 807 906

Other [ending® .........oovveeveeveeeeeeeeereeeeeeeeee e 8 8
Commercial and other lending balances at amortized cost 8,178 9,540
Fair value adjustmentfor micro hedged risk® 883 1,042
Commercial lending balances®...........cccccoovvvrernnnn.. 57 58
TOAL ..o s 9,118 10,640

Notes:

@) Loans to registered landlords are secured on residential property.

) Loans advanced in relation to project finance are secured on cash flows from government or local authority backed contracts under

the Private Finance Initiative.

3) Other lending previously included balances held with counterparties which are institutions similar to banks. These are now reported
in loans and advances to banks and similar institutions, and comparatives for the prior period have been restated to disclose
information on the same basis. Further details are included to note 1 to the audited consolidated financial statements for the year
ended April 4, 2019.

4) Micro hedged risk relates to loans hedged on an individual basis.

%) As a result of their contractual cash flow characteristics, certain commercial loans were reclassified from amortized cost to Fair
value through profit or loss (“FVTPL”) on transition to IFRS 9 on April 5, 2018 and remeasured at fair value.

6) Figures have been adjusted to reflect the impact of applying IFRS 9: “ Financial Instruments” from April 5, 2018. Further

information is provided in note 1 to our audited consolidated financial statements as of and for the year ended April 4, 2019.

Overthe yearended April 4, 2019, total balances across the commercial portfolios have reduced, reflecting run-
off ofthe closed CRE and project finance books, with borrowers repaying loans at or before loan maturity. In the
registered social landlord portfolio, reductions are due to early repayments and a managed reduction in the
concentration risk to loans above £200 million. As the portfolio balances have reduced the quality and
performance of the portfolios has remained stable.

Impairment losses/ (reversals) for the year for commercial and other lending

For the year ended April 4,

2019 2018
(IFRS 9 basis) (1AS 39 basis)
(£ million) (£ million)
LI L 16 )
Note:
@ Impairment losses represent the total amount charged through the profit and loss account, rather than amounts written off during

the year.

The above £16 million impairment loss forthe year relates to two loans which are not representative of
risks in the wider portfolio. As impairment provisions are calcu lated on a different basis under IFRS 9 from IAS
39, the losses shown above are notcomparable betweenthe yearended April 4, 2018 and the yearended April 4,
2019.

Our commercial lending portfolio of £8.2 billion as at April 4, 2019 (April 4, 2018: £9.6 billion)
comprises £1.4billion secured on CRE (April 4, 2018: £1.9 billion), £6.0billion advancedto RSL (April 4, 2018:
£6.8 billion) and £0.8 billion advanced under Project Finance, principally via the PFI (April 4,2018: £0.9billion).
Our CRE portfolio is diverse both in terms of sectors and geographic spread.

The portfolio is actively monitored for evidence of impairment by reference toarange of factors, which
include significant financial difficulty of the borrower, payment default, granting ofa concession in accordance
with our forbearance policies or other circumstances indicating the likelihood ofa material change in cash flow
expectations. Impaired CRE loans amounted to £48 million as at April 4, 2019 (April 4, 2018: £37 million) and
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provisions held againstthe portfolio amounted to £22 million (April 4, 2018: £21 million) representinga coverage
ratio of 46% (April 4, 2018: 50%).

The following table shows commercial and other lending balances carried at amortized cost on the
balance sheet, with the stageallocation of the exposures, impairment provisions and resulting provision coverage
ratio:

Commercial and other lending productand staging analysis

For the year ended April 4,

2019 2018W
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
(£ million)
Gross balances
Registered social landlords 5,923 57 - 5,980 6,725 91 - 6,816
CRE.....ccccccciiiiiiiii, 1,122 213 48 1,383 1,587 186 37 1,810
Project finance................ 754 29 24 807 818 88 - 906
Other lending................. 8 - - 8 8 - - 8
Total.....oooovviiiii 7,807 299 72 8,178 9,138 365 37 9,540
Provisions
Registered social landlords 1 - - 1 1 - - 1
CRE.....ccccccciiiiiii 2 2 18 22 3 13 21
Project finance................ 1 - 17 18 7 - 7
Other lending................. - - - - - - - -
Total...oovvviiii 4 2 35 41 6 10 13 29
Eg?;/rl]s;gns as a (%) of total (percentages)
Registered social landlords
................................... 0.02 0.18 - 0.02 0.01 0.15 - 0.01
CRE.....ccccccciiiiii 0.19 0.96 37.11 1.58 0.32 1.19 36.99 1.15
Project finance................ 0.15 0.97 71.54 2.20 0.02 8.37 - 0.83
Other lending................. - - - - 1.25 - - 1.25
Total....ooovviiiii 0.05 0.81 48.74 0.50 0.07 2.74 35.55 0.30
Notes
1) Figures have been adjusted to reflect the impact of applying IFRS 9: “ Financial Instruments” from April 5, 2018. Further

information is provided in note 1 to our audited consolidated financial statements as of and for the year ended April 4, 2019.

Overthe year, the performance of the commercial and other lending portfolios has remained stable, with
95% (April 4, 2018: 96%) of balances remaining in stage 1. Of the £299 million stage 2 loans (April 4, 2018:
£365 million), £1 million (April 4, 2018: £2 million) is in arrears by 30 days or more, with the remainder in stage
2 due to non-arrears factors such asa deterioration in risk rating or placement ona watchlist.

The increase in CRE stage 2and 3 balances is in respect of a small number of loans that are subject to
increased loan maturity risk, with stage 3 (credit-impaired) loans, at £48 million (April 4, 2018: £37 million),
equatingto 3% (April 4, 2018: 2%) ofthe total CRE exposure.

Within the registered social landlord portfolio, there are no stage 3assets, and only 1% (April 4, 2018:
1%) of the exposure is in stage 2. Against a backdrop of a long history of zero defaults, the risk profile of this
portfolio remains low.

Loans in the project finance portfolio benefit from long-termcash flows, which typically emanate from
the provision of assets such as schools, hospitals, police stations, government buildings and roads, procured under
the Private Finance Initiative. 97% of balances are in respectof fully developedassets.

There is no significantexposureto credit risk on the other lending balances.
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Other operations loan portfolio

Thetotal other lending portfolio of £8 million as at April 4, 2019 (April 4, 2018: £8 million) represents
0% (April 4, 2018: 0%) of the Group’s loans and advances to customers. The portfolio primarily consists of
secured loans relating to a European commercial loan facility which is held by one of the Group’s subsidiaries,
Cromarty CLO Ltd (“Cromarty”). The portfolio has reduced during the year through ongoing loan maturities and
amortization and remains in run-off.

Credit quality

We adopt robust credit management policies and processes to recognize and manage the risks arising
fromthe portfolio,

The following table shows the CRE portfolio by risk grade and the provision coverage for each category.
Thetable includes balances held at amortized cost only.

CRE gross balances by risk grade and provision coverage

For the year ended April 4,

2019 2018
Provision Provision
Stage 1 Stage 2 Stage 3 Total Coverage Stage 1 Stage 2 Stage 3 Total Coverage
(£ million) (percentages) (£ million) (percentages)
676 57 - 733 0.3 912 91 - 932 05
381 76 - 457 0.1 614 186 - 693 0.1
65 8 - 73 0.4 61 88 - 93 12
72 - 72 14 - 88 - 55 2.0
- - 48 48 37.1 - - 37 37 36.0
Total ..o 1,122 213 48 1,383 1.6 1,587 453 37 1,810 11
Notes
1) Figures have been adjusted to reflect the impact of applying IFRS 9: “ Financial Instruments” from April 5, 2018. Further

information is provided in note 1 to our audited consolidated financial statements as of and for the year ended April 4, 2019.

The risk grades in the table above are based upon supervisory slotting criteria, under which exposures
are classified into categories depending on the underlying credit risk, with assessment based upon financial
strength, asset characteristics, the strength of the sponsor and the security. As CRE balances reduce, the credit
quality of the portfolio remains strong, with 91% (April 4, 2018: 95%) of the portfolio rated as satisfactory or
better, as at April 4,2019.

Risk grades forthe project finance portfolio are also based upon supervisory slotting criteria with 97%
of the exposure rated strong orgood.

The registered social landlord portfolio is risk rated using aninternal PD rating model with major drivers
being financial strength, independent visibility assessment ratings provided by the UK Regulator of Social
Housing, and the type and size of registered social landlord. The distribution of exposures is weighted towards
the strongerrisk ratings andagainst a backdrop of zero defaults, the credit quality remains high, with an average
12-month PD 0f0.05% across the portfolio.

In addition to the above, £57 million (April4, 2018: £58 million) of commercial lending balances were
classified as FVTPL, of which £53 million (April4, 2018: £52 million) related to CRE loans with a risk grade of
satisfactory.
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CRE Balancesby LTV and region
The following table includes both amortized costand FVTPL CRE balances:

CRE Lending gross balances by LTV and region®

As at April 4,
2019 2018
London Rest of UK Total London Rest of UK Total
(£ million)
Fully collateralized
LTV ratio @
Less than 25%................eeee. 89 70 159 189 124 313
25% t050%......evvviieeriiin 559 298 857 596 374 943
51% t0 75%......ovvveieeeiiiinnnn 181 175 356 241 291 532
76% t090%.....cvvveeeeeriiiie 1 20 21 4 51 55
91% t0100% .....evvveeerniin 1 6 7 1 4 5
831 569 1,400 1,004 844 1,848
Not fully collateralized
Over 100% LTV......coovvnnnnn. - 36 36 - 16 16
Collateral value.................... - 19 19 - 7 7
Negative equity.................... - 17 17 - 9 9
Total CRE Loans................... 831 605 1,436 1,004 860 1,864
Geographical concentration...... 58% 42% 100% 54% 46% 100%
Notes:
1) A CRE loan may be secured on assets located in diferent regions. The calculation for regional allocation has been changed in the
year toreflect a more refined approach, with comparatives presented on a consistent basis.
) The LTV ratio is calculated on the on-balance sheet carrying amount of the loan divided by the indexed value of the most recent
independent external collateral valuation. The Investment Property (IPD) monthly index is used.
3) Figures have been adjusted to reflect the impact of applying IFRS 9: “ Financial Instruments” from April 5, 2018. Further

information is provided in note 1 to our audited consolidated financial statements as of and for the year ended April 4, 2019.

Changesto theregional distribution of the CRE portfolio reflect the managed reduction of the portfolio,
with 58% (April 4, 2018: 54%) of the CRE exposure now being secured against assets located in London. Over
the year, the LTV distribution of the CRE portfolio remained stable, with 96% (April 4, 2018: 96%) of the
portfolio having an LTV of 75% or less, and 71% (April 4, 2018: 67%) of the portfolio having an LTV of 50% or
less.

Credit risk concentration by industry sector

Credit risk exposure by industry sector is unchanged fromthe prioryear, continuing to be spread across
the retail, office, residential investment, industrial and leisure sectors. Where a CRE loan is secured on assets
crossing different sectors, thesector allocation is based uponthe value of the underlying assets in each sector. For
CRE exposures, including FVTPL balances, the highest concentration is to the residential investment sector at
44% (April 4, 2018: 44%). Over the year, our exposure to retail assets has reduced from £367 million to £28
million.

CRE balances by paymentdue status

Of the £1,436 million (April 4, 2018: £1,864 million) CRE exposure, including FVTPL balances, £24
million (April 4, 2018: £52 million) relates to balances with arrears, of which £2 million (April 4, 2018: £24
million) have arrears greater than 3months.
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Gross balances subject to forbearance®

As at April 4,
2019 2018®@
(£ million)
Refinance 44 78
Modifications:
Capital concession 2 8
Security amendment 6 9
Extension at maturity 12 42
Breach of covenant 122 139
Total ..o 186 276
Total impairment provision on
forborne loans 23 19
Note:
1) Loans where more than one concession event has occurred are reported under the latest event.
) Figures have been adjusted to reflect the impact of applying IFRS 9: “ Financial Instruments” from April 5, 2018. Further

information is provided in note 1 to our audited consolidated financial statements as of and for the year ended April 4, 2019.

Possession balances represent loans againstwhich we have taken ownership of properties pending their
sale. Assets over which possession has been taken are realized in an orderly mannervia open market or auction
sales to derive the maximum benefit for all interested parties, and any surplus proceeds are distributed in
accordance with the relevant insolvency regulations. We do not normally occupy repossessed properties for our
businessuseoruse assets obtained in our operations.

Although collateral can be an important mitigant of credit risk, it is our practice to lend on the basis of
the customer’s ability to meet their obligations out of cash flow resources rather than rely on the value of the
security offered. In the eventof default, we may use the collateral as a source of repayment.

Primary collateral is a fixed charge over freeholder or long leasehold properties, but may be supported
by other liens, floating charges over company assets and, occasionally, unsupported guarantees. The collateral
will have asignificant effectin mitigating ourexposure to credit risk.

Ourvaluationpolicy stipulates the maximumperiod between formal valuations, relative to therisk profile
of the lending. Particular attention is paid to the status of the facilities, for instance whether it is, or is likely to
require an impairment review where our assessment of potential loss would benefit fromupdated valuations, or
there are factors affecting the property that might alter the case assessment and the most appropriate action to
take.

Collateral held in relation to secured loans that are either past due or impaired is capped at the amount
outstanding on an individual loan basis. The table below represents a breakdown of CRE lending balances by
LTV and theirshare in the total CRE loans as at April 4,2019 and 2018.

As at April 4,
2019 2018
(£ million, exceptpercentages)
(unaudited)

Fully collateralized

LTV ratio:
€SS TNAN 25%0 ...t e 159 11% 313 17%
25%0 10 50U0.1..cveeevieeeei et st s ettt ettt sttt st r et e neans 857 60% 943 51%
5190 10 750 c.evivieerieeeei ettt ettt s sttt 356 25% 532 29%
A T (OIS0 T 21 1% 55 3%
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As at April 4,

2019 2018
(£ million, exceptpercentages)
(unaudited)

92196 10 100%0.....eveeeereririreirereinereise et 7 0% 5 0%
TOAL ..o 1,400 97% 1,848 99%
Partially collateralized

MOre than 100%0 (A) ...ceerieerriereireses e s 36 3% 16 1%

Collateral Valug OF (A) ...t 19 2% 7 1%

Negative €QUILY ON(A) ..ot 17 1% 9 0%
TOtaAl CRE I0NS ..ot 1,436 100% 1,864 100%

The overall proportion of partially collateralized loans has increasedto 2.5% in the yearended April 4,
2019 (April 4, 2018: 0.7%) and the shortfall on collateral for non-performing CRE loans has increased by £10
million during the yearended April 4, 2019 to £17 million (April 4, 2018: £7 million).

Consumer banking

Credit risk in the consumer banking portfolios is primarily monitored and reported based on arrearsstatus
which is set out below:

Consumer banking gross balances by payment due status

As at April4,
2019 2018
Overdrawn Overdrawn
current Personal  Credit current Personal Credit
(Audited) accounts loans cards Total account loans cards Total
(£ million) (%) (£ million) (%)

NOt PaStAUE ... 279 2,282 1,667 4,228 92.2 235 1,882 1,656 3,773 919
Past dueupto 3 months... 12 48 30 90 19 12 43 33 88 2.1
Past due3 to6 months...... 3 8 11 22 05 4 13 11 28 0.7
Past due6 to12months ... 3 15 2 20 0.4 3 12 2 17 0.4
Past dueover 12months . 3 14 - 17 04 3 13 - 16 04
Charged off@.......coccooveersirees 24 82 103 209 46 20 68 97 185 45
Total 324 2,449 1,813 4,586 100 277 2,031 1,799 4,107 100
Note:
1) Charged off balances related to accounts which are closed to future transactions and are held on the balance sheet for an extended

period (up to 36 months, depending on the product) while recovery procedures take place.

The consumer banking portfolio comprises balances or unsecured retail banking products: current
accounts overdrafts of £0.3billion (April 4, 2018, £0.3 billion), personal loans of £2.4 billion (April 4, 2018: £2.0
billion), and credit cards of £1.8 billion (April 4, 2018: £1.8 billion). Over the year total balances across these
portfolios have grown by £0.5billion to £4.6 billion (April 4, 2018: £4.1 billion), equatingto 12.2% growth, and
credit quality has remained stable.

Consumer banking gross balances

As at April 4,
2019 2018
(Audited) (£ million) (%) (£ million) (%)
Overdrawn current accounts............ 324 7 277 7
Personalloans........ccccoveviveivennnne 2,449 53 2,031 49
(@110 1 0oF: 1o [ 1,813 40 1,799 44
Total consumer banking................ 4,586 100 4,107 100
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Following the transition to IFRS 9, all consumer banking loans continue to be classified and measured at amortized
cost.

Impairment losses for the year

2019 2018
(IFRS 9 basis) (1AS 39 basis)
(Audited) (£ million)
Overdrawn current accounts 9 15
Personalloans 38 36
Credit cards 67 46
TOtal ..o, 114 97

Note: Impairment losses represent the net amount charged through the profit and loss account rather than amounts written off during the year.

Impairment losses for the year reflect updates to the economic assumptions applied to provision
calculations, which have led to a £23 million increase in provisions. The losses also include £13 million in
recognition oftherisk related to borrowers in persistent debt® in the credit card portfolio. As impairment provisions
are calculated onadifferentbasis under IFRS 9 from IAS 39, the losses shown above are not comparable between
the yearended April 4, 2018 and the yearended April 4, 2019.

The following table shows consumer banking balances by stage, with the corresponding impairment
provisions andresulting provision coverage ratios:

Consumer banking product and staging analysis

As at April 4,
2019 2018®
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
(Audited) (£ million)
Gross balances
Overdrawn current accounts. 187 100 37 324 149 94 34 277
Personal loans.................. 2,140 186 123 2,449 1,803 116 112 2,031
Creditcards..............cccee... 1,211 475 127 1,813 1,312 365 122 1,799
Total......oooovviiiii 3,538 761 287 4,586 3,264 575 268 4,107
Provisions
Overdrawn current accounts. 2 18 33 53 2 23 30 55
Personal loans................... 11 22 107 140 10 18 96 124
Creditcards.............ccoeeenn. 14 92 119 225 13 62 111 186
Total....oooovviiiiii 27 132 259 418 25 103 237 365
Provisions as a (%) of total
balance (percentages)
Overdrawn current accounts. 1.30 17.42 89.92 16.37 1.34 24.19 90.52 19.97
Personal loans................... 0.53 12.11 86.58 5,74 0.57 15.16 86.31 6.11
Credit cards 1.12 19.33 93.61 12.38 12.38 17.09 90.64 10.36
Total....oovvvviiii 0.77 17.32 90.12 9.11 9.11 17.86 88.45 8.90
Note:
1) Figures have been adjusted to reflect the impact of applying IFRS 9: “ Financial Instruments” from April 5, 2018. Further

information is provided in note 1 to our audited consolidated financial statements as of and for the year ended April 4, 2019.

As at April 4, 2019, 77% (April 4, 2018: 79%) of the consumer banking portfolio is in stage 1. Overthe
year, consumer banking balances in stages 2 and 3 have increased, principally as a result of updating personal
loan and credit card risk models for latest performance expectations and the recognition of the risks associated

® Borrowers are classified as being in persistent debt when they have paid more interest, fees and charges than capital overan 18-month period.
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with persistent debt in the credit card portfolio, which resulted in balances moving from stage 1 to stage 2. In
addition, changes in assumptions regarding the economic outlook have led to increased provisions, and therefore
provision coverage, in the credit card portfolio. Further information is included in note 10 to the audited
consolidated financial statements.

Consumer banking stage 3 gross balances and provisions include charged off balances. These are
accounts which are closed to future transactions and are held on the balance sheet foran extended period (up to
36 months)while recovery activities take place. Excluding these charged off balances and related provisions, the
provision coverage ratio for the total portfolio is 5.0% as at April 4, 2019 (April 4, 2018: 4.8%).

Country exposure

The following section summarizes our direct exposure to institutions, corporates, and other issued
securities domiciled in the peripheral Eurozone countries:

As at April 4, 2020

Total Rest of
Austria  Belgium  Finland  France Germany Ireland Netherlands Spain  Eurozone USA World® Total

(£ million, audited)

Gowmment bords.......... 349 390 381 265 639 44 194 - 2,282 3,703 1,958 7,943
Mortgage backed

securites - - - - 133 - 133 - - 133
Covered bonds..... 25 22 31 - - - 78 - 424 502
Supranationalsbonds....... - - - - - - - 963 963
Loans and advances to

banks and similar

institutions - - - - 162 - - 1 163 94 43 300
Other asts . - - - 30 144 - - - 174 - - 174
Totalo oo 369 390 706 317 976 % 327 T 2,830 3797 3408~ 10,035

As at April 4, 2019
Total Rest of
Belgium Finland France Germany Netherlands Spain Europzone USA world ® Total
(£ million, audited)

Gowemment bonds.......... 208 244 185 673 178 - 1,488 2,642 140 4,270
Mortgage backed

SECUFIES...ooeerecieirinne - - - - 255 - 255 - - 255
Covered bonds..... - 24 - 15 - - 39 - 455 494
Supranationalbon - - - - - - - 725 725
Loans and advances to

banks and similar

INSHLUioNS.......cvvieciies - - 24 190 - 18 232 265 60 557
Other asets . - - 33 132 - - 165 59 - 224
Total...oovcicrne 208 268 242 1,010 433 18 2,179 2,966 1,380 6,525
Notes
1) Rest of world exposure is to Australia, Canada, Denmark, Japan, Norway and Sweden

None of our exposures detailed in the tables above were in default as at April 4, 2020, and we did not
incurany impairment on these assets in the year ended April 4, 2020. We continue to monitor closely the exposures
to these countries.

Funding and Liquidity
Funding strategy

Our funding strategy is to remain predominantly retail funded; retail customer loans and advances are
therefore largely funded by customer deposits. Non-retail lending, including treasury assets and commercial
customer loans, are largely funded by wholesale debt, as set out below.

As at April 4,
2020 2019 2018
(£ billion)
Liabilities:
Retail funding .......ccoovveevnnicnnnnccene 160 154 148
Wholesale funding.......cccccovvvenverccernnnen, 62 61 59
Capitaland reServes.......ccoovveeeeennienenens 23 20 18
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As at April 4,

2020 2019 2018
(£ billion)
Liabilities:

(@1 1] ST 3 3 4
TOAl ..o 249 238 229
Assets:

Retail mortgages.....covveeerreeennerereeneennens 189 186 177

Treasury (including liquidity portfolio) ...... 37 33 31

Consumer Iending.......occevveeennieenenenenns 5 4 4

Commercial 1ending .......c.cocoevvvinnnncnnnas 8 9 11

OtherassetsS......ccourirneereneenneereeseeiens 10 6 6
TOtAl .o 249 238 229

Managing liquidity and funding risk

We manage liquidity and funding risk within a comprehensive risk framework which includes policies,
strategy, limit setting and monitoring, stress testing and robust governance controls. See “Risk Factors—Risks
Relatedto Our Business” for additional information on funding and liquidity risk.

Our management of liquidity and funding riskaims to ensure that at all times there are sufficient liquid
assets, both asto amount and quality, to cover cash flow mismatches and fluctuations in funding, to retain public
confidence and to enable us to meet financial obligations as they falldue, even during episodes of stress. This is
achieved through the management and stress testing of business cash flows and throughtranslation of Board risk
appetite into appropriate risk limits. This ensures a prudentfunding mix and maturity profile, sufficient level of
high quality liquid assets and appropriate encumbrance levels are maintained.

We continueto maintain sufficient liquid assets, in terms of bothamount and quality, to meet daily cash
flow needs as well as stressed requirements driven by internal and regulatory liquidity assessments. The
composition of the liquid asset buffer (which includes both the on-balance sheet liquidity and investments and
excludes encumbered assets) is subject to limits, set by the Board and the ALCO, in relation to issuer, currency
and asset type. The liquid asset buffer predominately comprises:

) reserves held at central banks; and
o highly rated debt securities issued by a restricted range of governments, central banks and
supranationals.

We also hold a portfolio of other high quality, central bank eligible, covered bonds, RMBS and asset
backed securities. Othersecurities are held that are not eligible for central bank operations butcan be monetized
through repurchaseagreements with third parties or through sale.

Forcontingent purposes, unencumbered mortgage assets are pre-positioned atthe Bank of England which
can be usedin the Bank of England’s liquidity operations if market liquidity is severely disrupted.

TFS was a scheme launched by the Bank of England in August 2016 within a package of monetary
stimulus measures, with the purpose of encouraging lending institutions to passon base rate cuts, by providing an
efficient source of funding. It closed on February 28, 2018, and as of April 4,2020, we had TFS drawings of£170
billion.

At its special meeting ending March 10, 2020, the Monetary Policy Committee voted unanimously for
the Bank of England to introduce a new TermFunding Scheme with additional incentives for Smalland Medium-
sized Enterprises (“TFSME”). The scheme is designed to incentivize eligible participants to provide credit to
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businesses and households to bridge through the current period of economic disruption caused by the outbreak of
Covid-19. The scheme includes additional incentives to provide credit to SMEs. The TFSME opened for drawings
on April 15, 2020, and as at July 31, 2020, we had TFSMEdrawings of£3.2 billion.

During the yearended April 4, 2020, CET1 capital resources remained stable at £10.6 billion, with the
increase in general reserves offset by dividends, intangible assets, and the impact of changes in the fair value of
assetsand liabilities.

Liquidity

We monitor our liquidity position relativeto internal risk appetite and the regulatory short-termliquidity
stress metric, the Liquidity Coverage Ratio (“LCR”). Our LCR at April 4, 2020 was 152% (April 4, 2019: 143%),
which is above the regulatory minimum of 100%.

We also monitor our positionagainstthe future longer-termfunding metric, the Net Stable Funding Ratio
(“NSFR”). Based on current interpretations of expected European regulatory requirements and guidance, our
NSFR at April 4, 2020 was 134% (April 4, 2019: 130%) which exceeds the expected 100% minimum future
requirement.

Wholesale funding
An analysis of ourwholesale funding is set out in the table below:

As at April 4,2020 As at April 4,2019
(£ billion, except percentages)

REPOS o e 0.6 1% 0.8 1%
DEPOSIES...viieeicerese st 8.7 14% 73 12%
Certificates 0f depOSit.........ccovvvrrreerrieeerrereee s 2.0 3% 4.8 8%
Commercial PAPEr.......ccv e 1.6 3% 3.2 5%
CoVEred DONGS ........cvveevriirricirier e 19.8 31% 16.8 28%
MediUM-EEIMNOLES ....cocveverceeseee e 7.2 12% 75 12%
SECUNEIZALIONS....cvcvcvceiececirrcerireee s 4.2 7% 3.0 5%
Term Funding SChemE ......ccvvvveerrccer e 17.0 27% 17.0 28%
OLNET oottt 12 2% 0.8 1%
L 623  100% 612 100%
As at April 4,2019 As at April 4,2018
(£ billion, exceptpercentages)
REPOS e 0.8 1% 0.9 2%
DEPOSIES vttt 7.3 12% 6.8 12%
Certificates Of epOSit.........ccovvvirrerrriereerrereees s 48 8% 43 %
Commercial PAPET......cocvvieerrice e 3.2 5% 1.0 2%
CoVered DONAS .......covviiiiircce s 16.8 28% 153 26%
MediUMHEMNOTES ... 7.5 12% 9.0 15%
SECUNMLIZALIONS......vvcveeccs s e 3.0 5% 3.7 6%
Term FuNding SChemME ......ccvvvveerrcerr e 17.0 28% 17.0 29%
OLNET oottt 0.8 1% 0.8 1%
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As at April 4,2019 As at April 4,2018
(£ billion, exceptpercentages)
Total 61.2 100% 58.8 100%

The table belowsets out ourwholesale funding by currency as at April 4, 2020:

As at April 4,2020
GBP EUR USD  Other Total
(£ billion)

REPOS ..ttt 0.5 0.1 - - 0.6
DEPOSHES. ...cveeereie ettt 6.2 12 13 - 8.7
Certificates 0f dePOSIt.........cccovvvrreerrre e 15 0.4 0.1 - 2.0
Commercial PAPET ..o - - 1.6 - 16
CoVvered DONAS .......ccvccccceeee e 5.0 134 0.8 0.6 19.8
MediUmEEIM NOTES. ....cvviiiiiiieiee s 19 25 2.2 0.6 19.8
SECUNLIZALIONS. ... s 2.2 0.9 11 - 4.2
Term FuNding SChEME ....c.coovvcerrcee e 17.0 - - - 17.0
OLNE . 0.2 0.8 0.2 - 1.2
TOLAL .. s

The table belowsets out ourwholesale funding by currency as at April 4, 2019:

As at April 4,2019
GBP EUR USD Other Total
(£ billion)
REPOS ..ot e 0.4 0.3 0.1 - 0.8
D 0T | £ TSR 6.0 1.2 0.1 - 7.3
Certificates 0f dePOSit.........ccovvvirrrrrrieeerreeee s 3.2 11 05 - 4.8
Commercial PAPET ...t - 0.3 29 - 3.2
CoVEred DONGS ........cvvueuricirieirier s 38 12.9 - 0.1 16.8
MediUMEEIMNOTES. ..o 20 3.0 19 0.6 75
SECUNMEIZALIONS......vveeccc s e 0.7 11 12 - 3.0
Term FuNding SCheME .....ccvvveerrcerr e 17.0 - - - 17.0
OLNEN o see 0.2 0.6 - - 0.8
TOAL ..o 333 20.5 6.7 0.7 61.2

To mitigate cross-currency refinancing risk, we prudently manage the currency mix of our liquid assets
to ensure there is no unduereliance on currencies notconsistentwith the profile of stressed outflows.

At April 4, 2020, cash, government bonds and supranational bonds included in the liquid asset buffer
represented 122% (April 4, 2019: 120%) of wholesale funding maturing in less than one year, assuming no
rollovers.

The tables belowset out the residual maturity of the wholesale funding book as at April 4,2020 and 2019
respectively:

As at April 4,2020 As at April 4,2019
(£ billion, except percentages)
Lessthanoneyear................... 23.8 38.2% 20.5 33.5%
Onetotwo years.........cceeeeunee 15.2 24.4% 10.6 17.3%
Two to five years ........c...oo....... 233 37.4% 30.1 49.2%
JLLC 171 62.3 100% 61.2 100%
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The table below sets out a more detailed breakdown of the residual maturity on the wholesale funding

book:
As at April 4, 2020

Over one Over three  Over six Over one

month but  months months year but

Not more notmore butnot butnot Sub-total not more

thanone thanthree more than more than  less than than two Over two
month months  six months  one year one year years years Total
(£ billion, except percentages)

RepOS......ccovviiiiiiis 0.6 - - - 0.6 - - 0.6
Deposits.........ccoeeveeennn. 5.2 1.6 1.9 - 8.7 - - 8.7
Certificates of deposit..... 0.1 1.7 0.2 - 2.0 - - 2.0
Commercial paper.......... - 0.9 0.7 - 1.6 - - 1.6
Covered bonds .............. - - 0.9 2.6 3.5 2.6 13.7 19.8
Medium-term notes........ - - - 0.2 0.2 0.7 6.3 7.2
Securitizations............... 0.3 - 0.5 0.4 1.2 0.7 2.3 4.2
Term Funding Scheme - - - 6.0 6.0 11.0 - 17.0
Other........cccvvvvviiiiin. - - - - - 0.2 1.0 1.2
Total.......oooovvvviiiiiinn 6.2 4.2 4.2 9.2 23.8 15.2 23.3 62.3
Of which secured ........ 0.9 1.2 1.4 9.0 12.5 14.5 16.8 43.8
Of which unsecured..... 5.3 3.0 2. 0.2 11.3 0.7 6.5 18.5
% of total .................... 10.0 6.7 6.7 14.8 38.2 24.4 37.4 100.0

External CreditRatings

Our long-termand short-term credit ratings from the major rating agencies as at the date of this Base
Prospectus are as set out below. The long-term rating for both Standard & Poor’s and Moody’s is the senior
preferred rating. The long-termrating for Fitch is the senior non-preferred rating:

Date of
lastrating
Senior action
Senior Short- Non- /confirmat
Preferred Term Preferred Tier2 ion Outlook
April
S&EP ..o, A A-1 BBB+ BBB 2020 Stable
Moody’s ..covererererinns Al P-1 Baa2 Baa2 July 2020 Stable
Fitch .o A+ F1 A BBB+ April Negative
2020

In April 2020, S&P revised ouroutlook to stable frompositive based on the economic impact of Covid-
19 and affirmed the ratings 'A/A-1'long-andshort-termissuer credit ratings (ICRs). This follows S&P’s previous
affirmation in January 2020 which took into accountour increase of loss-absorbing capacity, principally through
senior non-preferred debtissuance. S&P therefore raised the additional loss -absorbing capacity (ALAC) uplift in
the long-term issuer credit ratings to two notches from one. S&P offset the additional notch, however, by
introducing a negative adjustment notch based on a rating comparison with global peers.

In April 2020, Moody’s downgraded ourlong-termrating fromAa3to Al citing theirexpectation that
the decline in our profitability in recent years is now unlikely to be reversed. Our short-termrating of P-1 was
affirmed. The outlook remained on negative and reflected uncertainties embedded in Moody’s forward-looking
viewon the loss given-failure liability of our senior debt. In July 2020 Moody’s subsequently revised our outlook
to positive stating that they believe itis nowmore likely that Nationwide will issue sufficient unsecured debt in
the next 12-18 months to maintain a sustainable very low loss-given-failure liability for its senior unsecured debt.
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In April 2020, Fitch revised the outlook onour Long TermIssuer Default Rating (IDR) to negative, along
with five other UK building societies and affirmed the IDRs. The rating actions reflected the economic and
financial market fallout from the Covid-19 outbreak. Previously in March 2019, Fitch placed our IDR, along with
eighteen other UK banking groups, on Ratings Watch Negative. The Ratings Watch Negative reflected the
heightened uncertainty over the ultimate outcome of the Brexit process and the increased risk that a disruptive
‘no-deal’ Brexit could result in negative action on the UK banks, with the likelihood that negative outlooks will
be assigned. Fitch reaffirmed this in September 2019. In December 2019, Fitch removed the Ratings Watch
Negative andrevised our Outlookto Stable.

Treasury Assets

Our liquidity and investment portfolio held on the balance sheet at April 4, 2020 of £37.4 billion (April
4, 2019: £32.7 billion) is held in two separate portfolios: liquid assets and other securities.

The liquid assets portfolio comprises cash held at central banks, highly rated debt securities issued by a
limited range of governments, multi-lateral developmentbanks (referred to as “supranationals™), and government
guaranteed agencies. In addition, cash is invested in highly rated liquid assets (covered bonds, residential mortgage
backed securities and asset-backed securities) that are eligible for accessing central bank funding operations. The
other securities portfolio comprises available for sale investment securities, with movements reflecting legacy
assetdisposals, market prices and the Group’s operational and strategic liquidity requirements.

Our Treasury Credit Policy ensures all credit risk exposures align to the Board’s risk appetite with
investments restricted to low risk assets and proven market counterparties; an analysis of our on-balance sheet
portfolios by credit ratingand geographical location of the issuers is set outbelow.

As at April 4, 2020

Credit Rating Geography
Liquidity and investment
portfolio by credit rating: £ million  AAA AA A Other UK USA Europe  Other
mil(lfon) (percentages)
Liquid assets:
Cash and reserves at central
banks...........oooo 13,748 - 100 - - 100
Government bonds.............. 14,914 34 58 8 - 47 25 16 12
Supranational bonds............ 983 87 13 - - - - - 100
Covered bonds ................... 1,583 100 - - - 68 - 16 16
Residential mortgage backed
securities (RMBS) .............. 483 100 - - - 72 - 28
Asset-backed securities (other)
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 351 100 - - - 59 - 41
Liquid assets total ............. 32,062 26 70 4 0 70 11 9 10
Other securities: ...............
RMBS FVOCI............c...... 17 100 - - - 100
RMBS amortized cost.......... 1,625 83 12 5 - 100
Other investments............... 48 - 62 - 38 38 - 62
Other securities total ......... 1,690 81 13 4 2 98
Loans and advances to banks. 3,636 - 79 20 1 92 3 4 1
Total.ooooooii 37,388 26 69 5 - 73 10 9 8

All assets shown above, other than cash and loans and advances to banks, are classified Fair Value
through Other Comprehensive Income (FVOCI) investment securities.

Ratings are obtained from S&P in the majority of cases, or from Moody’s if there is no S&P rating
available, and internal ratings are used if neither is available.
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A monthly review of the currentand expected future performance of all treasury assets is undertaken,
with regular independent review, underpinned by robust risk reporting and performance metrics, to measure,
mitigate and manage credit risk. In accordance with accounting standards, assets are impaired where there is
objective evidence that current events or performance will result in a loss. In assessing impairment we evaluate,
among other factors, normal volatility in valuation, evidence of deterioration in the financial health of the obligor,
industry andsector performance and underlying cash flows.

Collateral held as security for treasury assets is determined by the nature of the instrument. Treasury
liquidity and portfolios are generally unsecured with the exception of reverse repos, asset-backed securities
(“ABS”) and similar instruments, which are secured by pools of financial assets. Within loans and advances as at
April 4, 2020 are reverse repos of nil (April 4, 2019: £494 million), which are secured by high quality liquid
assets.

Fairvalue through other comprehensive income reserve (previously: Available-for-sale reserve)

Of the total £37,388 million (April 4, 2019: £32,736 million) liquidity and investment portfolio at April
4, 2020, £18,379 million (April4, 2019: £14,578 million) is held as fair value. These assets are marked to market,
with fair value movements recognized in reserves or through profit and loss.

Of these assets, £18 million (April 4, 2019: £81 million) are classified as Level 3 (valuation not based
on observable market data) for the purposes of IFRS 13. Further detail on the Level 3 portfolio is provided in note
13 in ourunaudited condensed consolidated financial statements for the yearended April 4, 2020.

As at April 4, 2020, the balance on the FVOCI reserve was a £17 million loss, net of tax (April 4, 2019:
AFSreserve £50 million gain). The movements in the FVOCI reserve reflect general market movements and the
realization of gains through disposal of investment assets. The fair value movementof F\VOCI assets that are not
impaired has no effect on our profit. As at April 4, 2020 investment securities classified as FVTPL totaled £12
million (April 4,2019: £78 million).

The following table provides an analysis of financial assets and liabilities held on our balance sheet at
fair value, groupedin levels 1to 3 based on thedegree towhich the fair value is observable:

As at April 4,2020

Lewl 1 Lewl 2 Lewl 3 Total
(£ million)
Financial Assets:
Government and supranational investments
............................................................................. 15,897 - - 15,897
Otherdebt investmentsecurities................. 1,583 881 5 2,469
Investment in equity shares...........ccccouuee.. - - 13 13
Total investmentsecurities® .............cccc....... 17,480 881 18 18,379
INtErest rate SWaPS .....covverreerreerreerreessssseseeenns - 1,593 - 1,593
Cross currency interestrate swaps ............. - 3,005 - 3,005
Forward foreign exchange .........cccccovveeene. - 126 - 126
Index linked SWaps .......ccccovvvrriensrirnnnnns - 46 - 46
Bond fUtUrES......cceeeeeecereeeceee e - 1 - 1
Total derivative financial instruments......... - 4,771 - 4,771
Loans and advances to customers® ............... - - 128 128
Total financial asSets.......cccvvvvvvvvvivciiie i 17,480 5,652 146 23,278

Financial liabilities:
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INterest rate SWaps ........ocveveeeeeereeneenesenneens
Cross currency interestrate swaps .............
Forward foreign exchange .........cccccoeeueunne,

Swaptions...........
Bond forwards ...
Inflation swaps...

Total derivative financial instruments.........

Financial liabilities

As at April 4,2020

Lewel 1 Lewel 2 Lewel 3 Total

(£ million)

(1,179) (1,179)

(549 (549)

(44) (44)

(6) (6)

(94) (94)

(52) (52)

(1,924) (1,924)

(1,924) (1,924)
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Financial Assets:
Government and supranational investments

Investment in equity shares...........cccocouueee.
Total investmentsecurities® ............cccco.......
Interest rate SWaps .......ccccvvvveeneeeieeieeeeeenene

Cross currency interestrate swaps .............

Foreign exchangeswaps ........cccocvvvvevervnnnnn.

Inflation
SWAPS « e tetittteteeteee et eae e

SWAPLIONS ..
Total derivatiwe financial instruments.........
Loans and advances to customers®™ .................
Total financial asSetsS.......ccccovvveieeeeeeienienns

Financial liabilities:
Interest rate SWaps .......cccceeveeeeeeeeeieieeiennnns
Cross currency interestrate swaps .............
Foreign exchangeswaps .........ccocovveeerenenes
Bond forwards ...,
SWAPLIONS ..
INflation SWapPS......cccccvvvveenniseeereenns

Total derivative financial instruments..........

Financial liabilities ..........ccoocovvieiiiiiciieeee

Financial Assets:
Government and supranational investments
Otherdebt investmentsecurities.................
Investment in equity Shares...........cccocouueee.
Total investmentsecurities® ...
INterest rate SWaps ....coovvveevevrrveeeeseee e
Cross currency interestrate Swaps .............
Forward foreign exchange .........cccccovceeune.
Index linked SWaps .......ccocovevrreeererirnnenns
Total derivatiwe financial instruments.........
Total financial assets........cccccovvevrrireenrenens

As at April 4,2019

Lewel 1 Lewel 2 Lewel 3 Total
(£ million)
12,306 - - 12,306
1,202 989 62 2,253
- - 19 19
13,508 989 81 14,578
- 1,271 - 1,271
- 2,238 - 2,238
- 15 - 15
- 35 - 35
- 3 - 3
- 3,562 - 3,562
- - 129 129
13,508 4551 210 18,269
- (1,107) - (1,107)
- (324) - (324)
- (80) - (80)
- (58) - (58)
- ©) - ©)
- (21) - (21)
- (1,593) - (1,593)
- (1,593) - (1,593)
As at April 4,2018
Lewel 1 Lewel 2 Lewel 3 Total
(£ million)
9,592 - - 9,592
1,007 1,282 41 2,330
- - 3 3
10,599 1,282 44 11,925
- 1,654 - 1,654
- 2,441 - 2,441
- 2 - 2
- 24 - 24
- 4,121 - 4,121
10,599 5,403 44 16,046
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As at April 4,2018

Lewel 1 Lewel 2 Lewel 3 Total
(£ million)
Financial liabilities:
IntereSt rateSWaps .....ccccvvveeeenereseecsienenes - (2,002) 4 (2,006)
Cross currency interestrate swaps ............. - (293) - (293)
Forward foreign exchange .........ccccceevveneee. - 27 - 27
Forward rate agreements.........cccevveeerennnns - @ - @
SWAPLIONS .. - (3 - 3)
Index [iNked SWaPS ..........oovvveerenerreecsssnenees - () - ()
Total derivative financial instruments.......... - (2,333) 4) (2,337)
Financial liabilities ............ooommmeeeeeeernnnen - (2,333) Q) (2.337)
Notes:
1) Investment securities exclude £1,625 million of investment securities held at amortized cost (2019: £1,656 million, and 2018:
£1,120 million of held to maturity investment securities and £1 million of available for sale investments in equity shares).
) On transition to IFRS 9, certain loans and advances to customers have been classified as FVTPL.

Our Level 1 portfolio comprises governmentand other highly rated securities for which traded prices are
readily available.

Asset valuations for Level 2 investmentsecurities are sourced fromconsensus pricing or other observable
market prices. None of Level 2 investment securities are valued from models. Level 2 derivative assets and
liabilities are valued fromdiscounted cash flow models using yield curves based on observable market data. Level
2 loans and advances to customers are valued based on discounted cashflows or by reference to similar assets in
markets which are not active.

The main constituents ofthe Level 3portfolio are as follows:
Investmentsecurities

The Level 3items in this category primarily include £14 million (2019: £18 million) of investments made
in Fintech companies and £4 million (2019: £62 million) of investments in industry -wide bankingand credit card
service operations.

Derivative financial instruments

During the year, derivatives economically hedginga small closed portfolio of equity release mortgages
were settled uponsale of the associated loans.

Asset encumbrance

Asset encumbrance arises where assets are pledged as collateral against secured funding and other
collateralized obligations and therefore cannot be used for other purposes. The majority of our asset encumbrance
arises from the use of prime mortgage pools to collateralize the Covered Bond and Silverstone asset -backed
funding programs and from participation in the Bank of England’s Term Funding Scheme. Encumbrance also
results fromrepurchase transactions, voluntary excess collateral balances, participation in paymentschemes and
collateral posted for derivative margin requirements.

All other assets are by definition unencumbered. These comprise assets that are readily available to
secure fundingor meet collateral requirements, and assets that are capable ofbeing encumbered with a degree of
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further management action. Assets which do not fall into either of these categories are classified as not being
capable of being encumbered.

Financial Condition of Nationwide

Capital Resources

Capitalis held by usto protectour depositors, cover our inherentrisks, provide a cushion for stress events
and supportour business strategy. In assessing the adequacy of our capital resources, we consider our risk appetite
in the context of the material risks to which we are exposed and the appropriate strategies required to manage
thoserisks. We manageour capital structure to ensure we continueto meet minimum regulatory requirements, as
well as meeting the expectations of other key stakeholders. As part of the risk appetite framework, we targetstrong
capital ratios relative to both regulatory requirements and major banking peers. Any planned changes to the
balance sheet, potential regulatory developments and other factors (such as trading outlook, movements in the fair
value other comprehensive income reserve and pension deficit) are all considered. Our strategic leverage ratio
target is 4.5%.

The capital strategy is to manage capital ratios through retained earnings, supplemented by external
capital where appropriate. In recent years, we have demonstrated our ability to supplement retained earnings
throughtheissuance of CET1, AT1and Tier2 capital instruments and have delivered significant deleveraging of
ournon-core CRE portfolio and outof policy treasury assets. The capital disclosures included below are reported
on a CRD 1V end point basis unless otherwise stated. This assumes that all CRD IV requirements are in force
during the period, with no transitional provisions permitted. In addition, the disclosures are on a Group
(consolidated) basis, including all subsidiary entities, unless otherwise stated.

Thetable belowreconciles the general reserves to total regulatory capital.

As at April 4,
2020 2019 2018
(£ million)
General reServe ..., 10,749 10,418 9,951
Core capital deferred shares (CCDS).... 1,325 1,325 1,325
Revaluation reserve .........cccevvvvvvenne, 48 64 68
FVOCI FeSEIVE.....cvvevevivssisisisi i @an 50 -
Available forsalereserve............co.... - 75
Regulatory adjustments and deductions:
Foreseeable distributions™ ................... (61) (68) (68)
Prudent valuation adjustment® ............ (54) (50) (32)
Own credit and debit valuation adjustments®
................................................................. 3 - @)
Intangible assets™ ...........ccoooveerrerrnnc. (1,200) (1,274) (1,286)
Defined benefit pensionfundasset ...... (190)
GOOAWIlI ..o, (12) (12) (12)
Excess of regulatory expected losses over
impairment provisions® ............c......... @) (95)
IFRS 9 transitionalarrangements®....... 80 66 -
Total regulatory adjustments and deductions (1,440) (1,340) (1,494)
CET1 capital......cccccovevnrnivrerererennns 10,665 10,517 9,925
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As at April 4,

2020 2019 2018
(£ million)
- . . - @
Additional Tier 1 capital securities (AT1) 593 992 992
Total Tier 1 capital.........ccccoovvrverennnnns 11,258 11,509 10,917
Dated subordinated debt® .................... 3,265 2,976 3,019
Excess of expected loss over impairment® 13 46 )
IFRS 9 transitionalarrangements®....... (58) (46) -
Tier 2 capital........ccocovvevrrennrcnnseennnn, 3,320 2,976 3,019
Total regulatorycapital............ccceu.... 14,578 14,485 13,936

Notes:
()
@
@)
@)

®)

©®)
™
®

Foreseeable distributions in respect of CCDS and AT 1 securities are deducted from CET1 capital under CRD IV.
A prudent valuation adjustment (PVVA) is applied in respect of fair valued instruments as required under regulatory capital rules.

Own credit and debit valuation adjustments are applied to remove balance sheet gains or losses of fair valued liabilities and
derivatives that result from changes in our own credit standing and risk, in accordance with CRD IV rules.

Intangible assets, goodwill and defined benefit pension fund assets are deducted from capital resources after netting associated
deferred tax liabilities.

Where capital expected loss exceeds accounting impairment provisions, the excess balance is removed from CET1 capital, gross
of tax. In contrast, where impairment provisions exceed capital expected loss, the excess balance is added back to Tier2 capital,
gross of tax. This calculation is not performed for equity exposures, in line with Article 159 of CRR. The expected loss amounts
for equity exposures are deducted from CET 1 capital, gross of tax.

The transitional adjustments to capital resources apply scaled relief for the impact of IFRS 9, over a5-year transition period. Further
detail regarding these adjustments is provided in the Interim Pillar 3 disclosures at nationwide.co.uk.

On April 24, 2019 we announced the redemption of the AT1 instrument in full at the first call date of June 20, 2019, therefore
making it ineligible as regulatory capital from the date of this announcement.

Subordinated debt includes fair value adjustments related to changes in market interest rates, adjustments for unamortized
premiums and discounts that are included in the consolidated balance sheet, and any amortization of the capital value of Tier 2
instruments required by regulatory rules for instruments with fewer than five years to maturity.

Our key capital measures are summarized in the table below:

As at April 4,

2020 2019 @ 2018
(£ million, exceptpercentages)

Solvency ratios

CET1ratio .o 31.9% 32.29%%® 30.4%
Total Tier1 ratio ......cccoevvvveveenne, 33.7% 35.2% 33.5%
Totalregulatory capital ratio.......... 43.6% 44.3% 42.8%
Lewerage

CRR leverage Bxposure®.............. £254,388 £247,757 £236,458

UK leverage Exposure®...... 240,707 £235,317 £221,982
Total Tier1 capital......... 11,258 £11,509 £10,907
CRR leverage ratio ........ 4.4% 4.6% 4.6%
UK leverage ratio......c.c.coeverrvrnnnens 4.7% 4.9% 4.9%

Notes:
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@) The figures for April 4, 2019 have been restated in respect of counterparty credit risk exposures; this increased total RWAs by
0.5%, leading to a reduction of 0.2% in the CET 1 ratio. There is no change to the UK or

CRR leverage ratio to 1 decimal place.

) The UK leverage ratio is calculated using the Capital Requirements Regulation (CRR) definition of Tier 1 for the capital amount
and the Delegated Act definition of the exposure measure, excluding eligible central bank reserves.

3) The Capital Requirements Regulation (CRR) leverage ratio is calculated using the CRR definition of Tier 1 for the capital amount
and the Delegated Act definition of the exposure measure.

Our CET1 ratio reduced to 31.9% (2019: 32.2%) primarily as a result of a £0.7 billion increase in risk
weighted assets (“RWAS”). This was driven primarily by the application of the new securitization framework per
Regulation (EU) 2017/2401, which from January 1, 2020 was applicable to all securitization positions.
Securitizations thatare yet to comply with the Simple, Transparent, and Standardised (“STS”) criteria, generally
those issued prior to the introduction of the framework, incur a higher risk weight. In addition, there was an
increase in the balance sheet value of fixed assets following the change to accounting for leases on adoption of
IFRS 16. Our CET1 capitalresources increased by £0.1 billion, due to profit after tax for the yearended April 4,
2020 of £0.4 billion, partially offset by distributions.

On March 11,2020 the Bank of England made an announcementregarding its responses to the impacts
of Covid-19. This included reducing the UK countercyclical buffer rate from 1% to 0%, which is intended to
release capital to support the banks and building societies operating in the UK, to lend to individualk and
businesses. This reduced our CRD IV combined capital buffer requirement by 1% to 3.5% of RWAs.

Our risk-based capital ratios remain in excess of regulatory requirements with our CET 1 ratio of 31.9%
(2019: 32.2%1) above our CET1 capital requirement of 12.3%. This includes a minimum CET1 capital
requirement of8.8% (Pillar 1 and Pillar 2A) and the CRD IV combined buffer requirements of 3.5% of RWAs.

The economic impacts relatingto Covid-19are also likely to lead to some RWA inflation and therefore
alower CET1 ratio in the short to mediumterm. However, based on the Bank of England’s published stress testing
results, we expect to maintain a surplus above the CRD IV combined buffer requirements and the threshold at
which amaximum distributable amountwould be imposed.

The CET1 ratio is expected to be impacted by future regulatory developments. The implementation of
new IRB models is expected to causean increase in RW As which will lead to an estimated reduction in the CET1
ratio of approximately one third based on the current capital position. The implementation of these modek has
been delayedby the Bank of England by one year fromJanuary 2021 to January 2022, as part of its response to
the impacts of Covid-19. It is expected that the CET1 ratio will be impacted further by the finalized Basel 11l
reforms which come into effect progressively between 2023 and 2028. Further details are given in the regulatory
developments section below.

CRD IV requires firms to calculate a non-risk-based leverage ratio, to supplement risk-based capital
requirements. The UK leverageratio 0f 4.7% (2019: 4.9%) remains in excess of our capital requirement of 3.6%,
which comprisesa minimum Tier 1 capital requirement of 3.25% and buffer requirements of 0.35%. This reflects
a 0% countercyclical leverage ratio buffer due to the impact of the Bank of England Covid -19 announcerrent
noted above.

Our UK leverage ratio reduced to 4.7% (2019: 4.9%) with Tier 1 capital reducing by £0.2 billion, as a
result ofthe net redemptionof £0.4 billion of AT 1 capital instruments. This was in conjunction with an increase
in UK leverage exposure of £5.4 billion primarily as a result of net retail lending and treasury investments over
the year. The CRR leverage ratio is based on the Delegated Actdefinitionandtherefore exposures include central
bankreserves. This alsoreduced by 0.2%, closing at 4.4% (2019: 4.6%).

Leverage requirements continue to be our binding capital constraint, as they are in excess of risk-based
requirements, and we expectthat this will continue despite the impact of IRB model changes and Basel Il refoms
on risk-based capital requirements. The expected impact of the Basel lll reforms on our UK leverage ratio is
negligible. The risk of excessive leverage is managed through regular monitoring and reporting of the leverage
ratio, which forms part of risk appetite.
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OurRWA: increased by £0.7 billion, primarily due to the new securitization framework which increased
treasury credit risk RWAs. Retail mortgage credit risk RWAS also increased due to an increase in net mortgage
balances.

As at April 4,
2020 2019 2018
Credit risk @ (£ million)
Retail mortgages.......cc.coeveveeeveernnnnnes 14,498 14,072 13,764
Retail unsecured lending..........cc.ccou...... 6,029 5,581 5,805
Commercial 10ans ........ccoceoveeveeeveenen, 3,183 3,604 4,634
TrEASUNY oottt 1,541 779 540
Counterparty credit risk®@ ................. 1,619 1,708 1,184
OthEr®.....ooceeeeeeeeeeeeeeeeveveessssssseenee 1,783 2,095 1,681
Total credit risk ...oo.oovveevveeereeereerieeeene. 28,653 27,839 27,608
Operational risk @.........c..cccoovvvererevernnn. 4,746 4,843 4,901
Total risk weightedassets (RWAS)...... 33,399 32,682 32,509
Notes:
). This column includes credit risk exposures, securitizations, counterparty credit risk exposures and exposures below the thresholds
for deduction that are subject to a 250% risk weight.
). RWAs have been allocated according to the business lines within the standardized approach to operational risk, as per article 317
of CRR.
@3). Counterparty credit risk relates to derivative financial instruments, securities financing transactions and exposures to central
counterparties.
4) Thefigures for April 4, 2019 have been restated in respect of counterparty credit risk exposures, increasing total RWAs by 0.5%.
5). Other relates to equity, fixed and other assets.

Forfurtherinformation and analysis of our capital resources, see “Capitalizationand Indebtedness.”
Short-TermBorrowings

Our short-termborrowings fluctuate considerably dependingon our current operating needs. The tenms
of ourshort-termborrowings are less thanone year.

Investments

Our principal investments are targeted at three distinct areas: meeting regulatory and mandatory
requirements; ensuring thattechnology and property infrastructure is resilient and secure; and, providing strategic
investment. The strength of our business means we are well placed to invest confidently in our future. We will
develop new propositions, further enhance our service, simplify our operations and build new skills for the future.

The key drivers for recent strategic activity are to ensure that the customer product offerings remain
relevant and efficient across all distribution channels with a particular focus on digital technologies. Significant
investment has been madeon our mobile andtablet applications and the underlying infrastructure to support these
as well as enabling real time online opening of savings products. Looking forward, there is a commitment to the
roll out ofan innovative new branch design, thedigitizationand simplification of customer journeys across main
productlines of banking, savings and mortgages and investment in dataand analytics. We are also developing our
response to Open Banking regulationandthe opportunities this creates.

FSCS

The FSCS has confirmed that there will be no further interest costs following the sale of Bradford &
Bingley plc asset portfolios and subsequentrepayment of the loan toHM Treasury.
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In common with other financial institutions subject to the FSCS, we continue to have a potential exposure
to future levies resulting fromthe failure of other financial institutions and consequential claims which arise
against the FSCSas aresult of such failure.

Bank Lewy

Banklevy requirements were introduced in the UK in July 2011. The levy applies to UK banking groups,
building societies and the operations of non-UK banks in the UK and is based on the chargeable equity and
liabilities at the balance sheet date. An allowance is given against the first £20 billion of chargeable equity and
liabilities, meaning that smaller institutions are effectively exempted fromthe levy. Non-chargeable equity and
liabilities include Tier 1 capital, insured retail deposits, repos secured on sovereign debt, retirement benefit
obligations and taxliabilities. Additionally, certain high quality liquid assets on the balance sheet are eligible to
reduce the amount of equity and liabilities subject to the levy. From January 1, 2016, the Government has been
implementing a gradual reduction in bank levy rates combined with the introduction of a corporation taxsurcharge
(at 8%) on the taxable profits of banking companies and building societies within the charge to corporation tax
The banklevy charge for the yearended April 4, 2020 was £55 million (yearended April4,2019: £43 million).

Contractual Commitments

Fordetails of the amounts of certain of our financial and other contractual liabilities and when paynents
are due, without taking intoaccountcustomer deposits, deposits by other financial institutions and debtsecurities
in issue and derivative financial instruments, please see notes 28 and 29 to our audited consolidated financial
statements asat and for the yearended April 4, 2020 incorporated by reference herein.

Off-Balance Sheet Arrangements

For a description of off-balance sheet commitment items under IFRS, please see note 29to ouraudited
consolidated financial statements as at and for the yearended April 4, 2020 incorporated by reference herein.

Critical Accounting Policies

For details on our criticalaccounting policies under IFRS, please see note 2to ouraudited consolidated
financial statements asat and for the yearended April 4, 2020 incorporated by reference herein.

Adoption of newand revised IFRS standards

We have adopted the following standards with effect from April 5, 2019: (i) IFRS 16 ‘Leases’ and (ii)
IFRS 9 ‘Financial Instruments’ — Hedge Accounting, bothas described furtherin note 1 of ouraudited
consolidated financial statements for the year ended April 4, 2020.
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DESCRIPTION OF BUSINESS
OVERVIEW

We are the largest building society in the United Kingdomin terms of total assets, with £248 billion of
assetsasat April4,2020. We have approximately 663 branches and over 16 million customers. Our core business
is providing personal financial services, which is mainly residential mortgage loans, retail savings and personal
current accounts. In addition, we maintain a portfolio of debt securities for our own account for liquidity
management purposes.

We are currently the fourth largest household savings provider and the second largest provider of
residential mortgages in the United Kingdom, with estimated market shares of approximately 9.9% (as calculated
by us based on Bank of England data) and 12.9% (according to Bank of England data), respectively, as at April
4, 2020.

As amutual organization, we are managed for the benefit of our members, who are primarily our current
account, retail savings and residential mortgage customers. Our main focus is serving our members’ interests,
while retaining sufficient profit to increase and further develop our business and meet regulatory requirements.
We return value to our members by offering typically higher interest rates on savings and lower interest rates on
loans than those offered by our main competitors. As aresult of returning value to our members, we earn lower
pre-tax profits than our main competitors, which are typically banks or other non-mutual organizations.

We benchmark our products and performanceagainsta group of leading retail banks operating in the UK
(Barclays, Halifax, HSBC, Lloyds Bank, NatWest, Santander UK and TSB) and seek to offer more consistent
long-termgood value onsavings and prime mortgages thanis offered by this peer group. In addition to retuming
value to members through our competitive products, we believe that we provide better service to our custormrers
than that offered by most of our competitors andthis is a key component of our strategy.

STRATEGY

As a mutual, owned by our members, we are driven by a strong sense of social purpose, based on our
history and founding principles. As we exist primarily for the benefit of our members, we organize ourselves
around their needs, as we set out in our Society “Plan” at the start of the financial year. ‘Building society,
nationwide’ describes our purpose which is to grow the Society in a sustainable way that benefits our members,
customers, colleagues, andsociety more generally.

Our strategy is founded upon a rigorous evaluation of our strengths and an assessment of the way in
which the financial services industry has evolved in recent years. We have engaged our members through live
‘talkbacks’, suggestionschemes and through our 5,000 strong online ‘member connect’ community.

Our focus on mortgages and savings remains as relevant today as it was when we were founded in the
19th century. Additionally, we believe that increasing the size of our current account base remains a logical
extension of our purpose by fulfilling our members’ day to day financial needs and strengthening our mutual
relationship. Weintendto continue to offera broad range of financial services that complement our core products
of mortgage, savings and current accounts. Our core purposeis “building society, nationwide” and we have
defined the following five interconnected cornerstones which support our purpose and strategy. Our strategic
targets and key performanceindicators have also beenreviewed and amendedin line with our strategy and are re-
assessed at least annually to ensurethey remain relevantto ourachieving the required outcomes.
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Builtto last

We believe thatour members wantus to keep their money safe by beingsecureand dependable and that
they want usto be builtto lastby:

) generatinga level of profit sufficientto maintain its financial strength and invest for the future;
o focusing on how we spend members’ money through driving a culture of efficiency;
o maintaining a prudent approach to risk management, operating at all times within Board risk

appetite;and
o supporting member expectations of ‘always on’ through the resilience of our operations.

As a member-owned mutual organization, we aim to make the right level of profit to maintain our
financial strength and invest for the future, and we balance these longer-term priorities with delivering value to
our members through better rates, incentives and propositions. In recent years, our financial performance
framework has focused on parameters that have allowed us to calibrate future performance with a view to
achieving the rightbalance betweendistributing value toour members, investing in our businessand maintaining
our financial strength, including a target profitability range that would enable sustainable capital strength. From
March 2020 onwards, there have been material impact to our financial performance in relation to Covid-19,
following the bank base rate reductions and as the UK enters a more uncertain economic environment. The
outbreak of Covid-19, and the global response to it, has materially impacted the economic environment in which
we operate. Upon publication on May 29, 2020 of our preliminary results for the financial year ended April 4,
2020, we announced that we consider that the financial performance framework which has guided our decisions
in the past is nolonger appropriatein the current environment, andthat are instead focusing on maintaining strong
capitaland liquidity positions throughthe economic cycle. Similarly, the prospect of historically low interest rates
remaining forthe foreseeable future, means that we are unlikely to returnthe levels of Member Financial Benefit
we have seen in recentyears.

Our financial performance is supported by our continued focus on efficiency. We intend to continue to
put our members and their money first by making careful choices on how best to allocate our resources. While
costincome ratio was previously our main measure of efficiency, we introduced sustainable cost savings targets
in 2017. Our continued focus on efficiency has now delivered over £400 million of sustainable run rate cost
savings since the introduction of its efficiency program, with £90 million of sustainable cost saves delivered in
the financial yearended April 4, 2020.

Building PRIDE

PRIDE is the internalsymbol of our culture and values. It guides us to serve our members to the best of
ourability and support our people in doing the rightthing. It means:

) Putting our members and their money first.
o Rising to the challenge.

o Inspiring trust.

o Doing the right thingin the right way.

o BExcelling at relationships.

And in delivering on these values, we equip our people by:

o developing our leaders and high potential talent to enable a more empowered and agile
workforce;
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) growing our capabilities across the business to equip all of our people to make decisions in the
interests of members; and

) inspiring themand invigorating our culture through our PRIDE values.

Weare, and intend to remain, one ofthe UK’s best places to work, in keeping with our mutual ethos of
care, which is the backbone behind the service our members receive, and we should reflect the diversity of the
wider communities we serve. Creatingan awareness of our philosophy andapproachto wellbeing, inclusion and
diversity will be a focus for 2020/21 as we look to embed our diversity measures to address our workforce diversity
challenges andempower our people to take care of theirwellbeing.

Having engaged and enabled employees is a key source of competitive advantage as we strive to have
industry leading levels of customer satisfaction and grow our business. We measure engagementand enablement
througha ViewPoint survey, conducted by Karin & Box.

In light of the Covid-19 pandemic, we are conscious there is the potential fora great deal of anxiety for
ouremployees about health and livelihoods. To reduce anxiety, and in line with its values, we have introduced a
number of promises to our employees including, notably, a commitment not to make any compulsory
redundancies during 2020.

Building legendaryservice

Our ambition is for members to experience our service as heartfelt, easy, lifelong and personal. We aim
to have industry leading service levels by:

) investingin our high streetpresence to transformthe branch experience;
o using technologyto enhance theexperiencethroughboth branches and mobile;
o deploying the people and technology to enable our members to interact with us whenever and

howeverthey choose; and
o delivering on our members’ expectations by getting it right first time.

We believe that delivering leading levels of member satisfaction is a key point of differentiation to our
peers and an important driver in helping to grow our membership. We measure our service satisfaction
performance usingan independentsurvey conducted by market research experts, Ipsos Mori. Our performance is
currently benchmarked against a peer group of high street competitors with a main current account market share
greater than 3.5%. To ensure that we continue to focus on our members’ satisfaction and to further support us in
ourcore purpose: “building society, nationwide”, we have seta strategic target for the year ending April 4, 2021
to be 1st for customer satisfaction with a lead of at least 4% ahead of the next best competitor within our peer
group. We also compare ourselves to the top companies for customer service across all sectors using the UK
Customer Service Index (UK CSI); we have a strategic target to be in the top 5 in all sectors and in the latest
survey (July 2020), we ranked second.

Supporting our members through the Covid-19 pandemic is a priority for us. We have long-established
specialist support teamto help members through times of hardship and have introduced a range of measures in
response to the present outbreak to help members experiencing financial difficulty, including payment holidays
on mortgages, credit cards and loans, overdraft interest holidays, and penalty-free access to fixed term savings
accounts. Wewill continually review the support it can offer its members through the challenges presented by the
pandemic.

Building thriving membership

We can help our members achieve their goals, whether home ownership or saving for the future, and we
will deliverreal value to our membership by:
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) delivering a membership proposition thatrecognizes loyalty by rewarding our most committed

members;
) building relationships through enhanced products and services; and
) building depth in our core products of mortgages, savings and currentaccounts.

Growing our base of committed members allows us to bring the benefits of mutuality to a wider
population. In recentyears we have measured our performance through our number of engaged members, defined
as those who hold a mortgage or savings account with us (with a balance greater than £5,000 or £1,000
respectively) or who hold their main personal current account with us. As at April 4, 2020 we had 9.4 million
engaged members, up from 9.2 million as at April 4, 2019 and 8.9 million as at April4, 2018. We’re aiming to
have 10 million engaged members by 2022, with 4 million committed members. A committed member is one who
holds at least two engaged membership products with us (current account, £1,000 in savings, a mortgage with a
balance greater than £5,000) or one engaged membership product plus either a personal loan, credit card, home
insurance, oran investment and protection product. Asat April 4, 2020 we had 3.6 million committed members,
up from 3.4 million as at April4, 2019 and 3.2 million as at April4, 2018.

We are offering members facing financial difficulty from the Covid-19 pandemic payment holidays on
mortgages, loans and credit cards, and interest-free periods on overdrafts. For members who have fallen into
arrears because ofthe financial impact of Covid-19 and who continue to work with us to help get their mortgage
backon track, we have also committed not to take any action to repossess theirhomes before May 31, 2021.

Building anational treasure

Our ambition is to be considered a ‘national treasure’ in British society, in particular for our members
and for the public to trust usand to believe that we make a difference to people’s lives. We intend to strengthen
ourpositionas one of the mostrespected organizations in the UK by:

o leading by example, being an influencer and acknowledged expert in our field;

o improving awareness of the Nationwide brand and our mutual difference;

) engagingwith our members throughtheir preferred channels of communication; and

. aligning our social investment agenda with our purpose of ‘building society, nationwide’,

throughafocuson housinginitiatives.

Ourbrand is thesumofhow our members and others perceiveus. A strong brand, effective bothin digital
and traditional media, is essential to attract new members. Amongstnon-customers, in the year ended June 29th,
2020, Nationwide were top for prompted brand consideration (with a lead 0f 6.9 %)° and also first for trust (4.6%
ahead of our nearest peer)’. For the year ending April 4, 2021, the Society’s strategic targets are to continue to
lead in both measures.

Climate change

As a business originating froma social purpose and run with mutuality at its heart, responsible
governance and a focus on social and environmental betterment are embedded in our core purpose. To enhance
our governance and approach to responsible business we’ve established a Responsible Business Committee, and
made a commitment to the UN Sustainable Development Goals (SDGs). We have also taken steps to better
manage the risks posed by climate change, reduce our own climate impact and make available a £1 billion loan

© Source: Nationwide Brand Guidance Study — compiled by Independent Research Agency, based on responses of non-customers of each
brand (12 months ending June 29, 2020).

" Source: Financial brands included Nationwide, Barclays, Co-operative Bank, First Direct, Halifax, HSBC, Lloyds Bank, NatWest, TSB and
Santander. Consideration measured according to 'First Choice/ Seriously Consider' responses.
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fund for preferential rate mortgages and additional borrowing for new energy efficient properties and green home
improvements.

HISTORY AND DEVELOPMENT OF THE SOCIETY

Building societies have existed in the United Kingdom for over 200 years. Fromthe outset, they were
community-based, cooperative organizations created to help people purchase homes. The main characteristic of
building societies is their mutual status, meaning that they are owned by their members, who are primarily retail
savings and residential mortgage customers. Our origins date back to the Southern Co-operative Permanent
Building Society (1884). Overtime, this entity mergedwith similar organizations to create Nationwide Building
Society.

Over the past 30 years, many building societies have merged with other building societies or
demutualized and transferred their businesses to existing or specially formed banks. As a result, the number of
building societies in the United Kingdomhas fallen dramatically overthe same period. One consequence of this
decrease is that the majority of our competitors are banks. We believe thatour mutual status allows us to conpete
successfully with banks, and it is our strategy to remain a building society.

In 1997, when many of our competitors that were building societies demutualized, we experienced a
sharp increase in the number of new UK member retail savings accounts. Webelieve that many of these accounts
were opened because customers expected the Society to demutualize and wanted to receive any associated
windfalldistributions. At our annual general meeting in 1998, its members voted against a proposal to demutualize
and no subsequent motion to demutualize has since been proposed at a general meeting of the Society. In order to
prevent the disruption caused by speculative account opening, we have generally required all new members
opening accounts since November 1997 to assign to charity any windfall benefits which they might otherwise
have received asaresult ofa future demutualization. As such, a majority of members would notbenefit personally
from either a demutualization or takeover of Nationwide, significantly lessening the incentive to vote for
demutualization or any proposed takeover of the Society by a competitor which is incorporated as a limited
liability company.

We havebeeninvolvedin a number of mergers and acquisitions in recent years. We merged with Portman
Building Society in August 2007 and with Cheshire Building Society and Derbyshire Building Society in
December 2008. In March and June 2009, we also acquired selected assets and liabilities of Dunfermline Building
Society. We believe these developments have added value, improved our distribution footprint, helped to grow
the membership andare a testament to our strength and our ability to provide supportto other building societies.

During the yearended April4,2017 and in line with our core purpose of“building society, nationwide”,
we decided to exit our offshore deposit taking business in the Isle of Man and also announced the closure of our
Republic of Ireland branch operations. In addition, we have ceased to advance new commercial loans as we have
determined thatthe commercial lending business is no longer a good fit with our core purpose.

GROUP STRUCTURE AND PRINCIPAL SUBSIDIARIES

We are the principal holding entity of the Group and the main business of the Group is conducted by the
Society. Ourinterests in our principal subsidiary undertakings, all of which are consolidated, as at April 4, 2020
are set out below:

100% heldsubsidiary undertakings Nature of business
Nationwide Syndications Limited Syndicated lending
The Mortgage Works (UK) plc Centralized mortgage lender
Derbyshire Home Loans Limited Centralized mortgage lender
E-Mex Home Funding Limited Centralized mortgage lender
UCB Home Loans Corporation Limited Centralized mortgage lender

132



All the above subsidiary undertakings are limited liability companies which are registered in England
and Wales and operate in the UK and, with the exception of Nationwide Syndications Limited, they are all
regulated entities.

Nationwide Syndications Limited is a wholly owned mortgage lender specializing in syndicated
commercial loans to RSL. Nationwide Syndications Limited has ceased to offer new lending.

TMW is awholly owned centralized mortgage lending subsidiary, specializing mainly in residential BTL
lending to individuals. As at April 4, 2020, it had mortgage assets of £34.0billion, with net lending for the year
ended April 4, 2020 at £3.3 billion.

Each of Derbyshire Home Loans Limited, E-Mex Home Funding Limited (“E-Mex”) and UCB Hone
Loans Corporation Limited (“UCB”) is a wholly owned subsidiary that has ceasedto offernew lending.

We also have interests in structured entities. A structured entity is an entity in which voting or similar
rights are not the dominant factor in deciding control. Structured entities are consolidated when the substance of
the relationship indicates control.

The table below provides details of these entities as at April 4, 2020.

Country of Country of operation
Group undertaking Nature of business registration
Nationwide Covered Mortgage acquisition and
Bonds LLP guarantorofcoveredbonds England and Wales UK
Silverstone Master Issuer
plc Funding vehicle England and Wales UK
Silverstone Funding No. 1
Limited Funding vehicle England and Wales UK

BUSINESS OF THE SOCIETY
Retail business

Our retail business aims to offer its customers a full range of personal financial services products
comprising residential mortgage lending, a range of savings products as well as investments and general insurance
solutions, both directly andthrough intermediary sales channels.

Residential mortgage lending

The vastmajority of our lending portfolio consists of UK residential mortgage loans to individuals. These
loans are secured on the residential property of the borrower on terms which allow for repossession and sale of
the property ifthe borrower breaks the terms and conditions ofthe loan. This lending can take the formof either
prime residential lending (where the borrower is the ownerand occupier of the mortgaged property and meets our
credit requirements for prime lending) or specialist residential lending (which are loans advanced to borrowers
who intend to let the mortgage property). Our policy is for all residential mortgage loans to individuals to be fully
secured first priority loans on the mortgaged property, to ensure that our claimto the property, in the event of
default, is seniorto those of other potential creditors. Asaresult, our residential mortgage lending to individuals
carries lowerrisk than many other types of lending.

As at April 4, 2020, we were the second largest mortgage lender in the United Kingdom (as measured
by total loans outstanding and calculated by us based on Bank of England data and publicly available financial
information). Our residential mortgages are generally forterms of 20 to 30 years. While many customers remain
with us formuch orall of this term, some customers redeemtheir mortgageearlier thanthis in order to remortgage
to another lender or for other reasons. The minimum life of a mortgage is usually between two and five years,
depending on the terms of the customer's initial product, although we generally retain approximately 70 to 80%
of customerswhen theyreachthe endofa product.
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The table below shows a breakdown of our prime and specialist residential mortgage lending outstanding
balances as at April 4, 2020.

As at April 4,2020
(£ billions)
PIIMIB .. bbb 151.1
SPECIANST .. 37.7
of which:
3 S 355
OLNEIY ... 2.2
Note:
@) Other includes self-certified, near prime and subprime lending discontinued in 2009.

Source: Nationwide Building Society — audited financial statements for the year ended April 4, 2020

We offer specialist UK residential mortgage lending to individuals, comprising lending to private
landlords (BTL) and other non-conforming lending. As at April 4, 2020, our outstanding specialist UK residential
mortgage lending to individuals was £37.7 billion. The specialist residential mortgage balance is made up of
advances made through our specialist lending brands, including TMW. Our outstanding specialist lending loans
were advanced primarily in the BTL and self-certification markets. New specialist lending is restricted to BTL
through TMW with us having withdrawn fromthe self-certified lending market in 2009.

Our specialist mortgages continue to perform well with cases three months or more in arrears
representingonly 0.74% of the total mortgage book as at April 4, 2020, which is comparable to the overall CML
industry measure, which is inclusiveof prime lending, of 0.74% as at April 4, 2020.

We have a national franchise within the United Kingdom, with a regional distribution of UK residential
mortgage lendingto individuals generally matching the regional gross domestic product distribution in the United
Kingdom.

The table below shows the geographical distribution of our UK residential mortgage loans as at April 4,

2020.
UK residential mortgage lending
to individuals as at April 4,2020
(percentages)
Region
Greater LONGON ..ot 34
Central ENgland ... 18
NOhern ENGIand ..o 15
South East England (excluding London) .........ccoeovveeenneneesnnnieenennns 13
SOUth WESLENGIANG........coceicer e 10
SCOLIANG ...t 6
WIES ..o 3
NOTENEIN IFEIANG ..o ee e ese e ee e en e seeees 1
TOAL oottt sttt 100

Source: Nationwide Building Society — audited financial statements for the year ended April 4, 2020

We offer fixed rate and tracker rate mortgages. These products establish a set rate or set methodology
for determining a variable rate fora set term, after which the rate revertsto one of our two general variable rates.
Ourfixed-rate products currently offeratermof two, three, four, five orten years, butwe have fromtime to time
offered longer fixed terms, including 25 years. Our tracker rate products bear interest during the set term(currently
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two orthree years) at a variable ratethatis a fixed percentage above the Bank of England base rate. After theend
of the set fixed rate or tracker period, the interest rate reverts to either our BMR (if the mortgage was originated
on or before April 29, 2009) or our SMR (if the mortgage was originated on or after April 30, 2009). Both the
BMR and the SMRare variable rates set at our discretion, exceptthatthe BMR is guaranteed notto be more than
2% above the Bank of England baserate.

To reduce the costs associated with early repayment of mortgages andto recovera portion of the costs
of mortgage incentives, we impose early repayment charges on some products. The early repayment charges
generally apply for repaymentmade priorto the expiration of the fixed or tracker rate for the particular product.

Total gross mortgage lendingduringthe yearended April 4, 2020 was £30.9billion (yearended April 4,
2019: £36.4 billion), representing a market share of 11.4% (year ended April 4, 2019: 13.4%). Despite the
sustained competition in the UK mortgage market, we have has maintained broadly stable prime mortgage
balances at £151.1 billion as at April 4, 2020 (April 4, 2019: £151.5 billion). Our specialist mortgage lending
(being predominantly buyto let) performed strongly in theyear ended April 4, 2020, with our second highest ever
netlendingof£3.3billion (yearended April 4,2019: £1.3billion). Our specialistmortgagebalances grewto £37.7
billion as at April 4, 2020 (April 4, 2019: £34.5 billion) as a result of strong performance in our core product
range, supported by enhancements to our proposition, including lending to limited companies and portfolio
landlords.

The LTV profile of new lending, weighted by value, increased to 72% as at April 4, 2020 from 71% at
April4, 2019. The indexed LTV forthe whole residential portfolio was 58% as at April 4, 2020 in line with 58%
as at April4, 2019 onavalue basis.

We believe that asset quality has remained strong as a result of our continued prudent approach to
lending. The proportion of mortgage accounts three months or more in arrears has reduced to 0.41% as at April
4, 2020, which compares favorably with the UK Finance average of 0.74% as at the same date.

The table below shows our residential mortgage loans which are three months or more in arrears as a
percentageofits total residential mortgage loans asat April 4, 2020, 2019 and 2018 and the UK Financeaverage.

As at April 4,
2020 2019 2018
(percentages)
PrIME. ..., 0.33 0.35 0.34
Specialist.....cooveerniinnnenes 0.74 0.82 0.83
L€ 010 ] o TR 0.41 0.43 0.43
UK Finance average............... 0.74 0.79 0.81

Source: Audited financial statements for the years ended April 4, 2020, 2019 and 2018.

In line with regulatory guidance, the arrears figures above do not take into account payment holidays that
we afforded to our borrowing members in the context of the Covid-19 pandemic. This approach has suppressed
the impact of the pandemic on arrears data, and will continue to doso in the short term. We continue to monitor
developments and updated regulatory guidance on the assessment of payment holidays and other forbearance
measures in this context.

We utilize an automated credit scoring systemto assistin minimizing credit risk on residential mortgage
lending. Our credit procedures for residential mortgage lending take into account the applicant’s credit history,
loan-to-value criteria, income multiples and an affordability calculation, or shock test, that tests the applicant’s
ability to service theloanat higher interest rates. For additional information regarding howwe manage credit risk
in connection with new lending, see “Financial Risk Management—Creditrisk.”
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We focus our residential mortgage sales efforts on first-time buyers, subsequent purchasers moving home
and the remortgage market. We are particularly keen to support our existing members and have introduced
products to support first-time buyers. First-time buyers offer a significant potential for additional sources of
income through the distribution of insurance and personal investment products. The proportion of new lending to
first time buyers decreasedto 33% during the year ended April 4, 2020 (yearended April 4, 2019: 35%) with our
share representingapproximately one in sixfirst time buyers.

In addition to residential mortgage loans, we offer further secured advances on existing mortgaged
property to customers consistentwith our lending criteria for new resid ential mortgage loans.

Consumer lending

We engage in consumer lending, which accounted for 2% of our total loan assets as at April 4, 2020.
Almostall of ourconsumer loans are made on an unsecured basis.

Unsecured consumer lending consists of loans that we make to individuals that are not secured on real
or personal property. We offer three different forms of unsecured consumer lending: personal unsecured loans,
credit card lending and current accounts with overdraft facilities.

There is a greater risk of loss on unsecured consumer lending than there is on residential mortgage
lending because we have no security if the borrower defaults on the loan. Accordingly, unsecured consurrer
lending products bear higher interest rates than our residential mortgage products. To managethis risk, we use an
automated credit scoring systemthatis designed to evaluatea borrower’s ability to repay theloan. In addition, we
assessallunsecured consumer loans to ensure they remain affordable alongside any mortgage.

Savings

The great majority of our retail savings are in the formof UK retail member deposits. As at April 4, 2020
our UK retail member deposits increased by £5.7 billion to £159.7 billion from £154.0 billion at April 4, 2019.
UK retail member deposits represented 64.4% of our total liabilities and reserves asat April 4, 2020.

We provide awide range of retail savings products that may be repayable on demand oron notice and
which may pay a variable or fixed rate of interest. On most retail savings products, we d etermine variable interest
rates at our discretion according to market conditions. Generally, the more restrictions on withdrawal of retail
savings, the higher the rate of interest. Balances on all of our notice deposit accounts are, by their terms,
withdrawable on demand but, in some cases, subjectto loss of interest.

We believe thatthe primary determinant for attracting retail savings is the interestrate offered to savers.
As amutual organization, we typically set higher interestrates onour retail savings products than those set by our
main competitors. We gather UK retail member deposits froma number of sources, chiefly from our branch
network butalsoby mailand internet-based deposit accounts.

The UK retail savings market is highly competitive among buildingsocieties and banks, including those
banks owned by insurance companies and retailers. This competition has increased the relative cost of retail funds,
especially newretail funds.

Our retail business also manages a range of business savings accounts thatare offered to UK-domiciled
small- and medium-sized enterprises, including companies, housing associations, charities and educational
organizations. We provide a wide range of savings products that may be repayable on demand or on notice and
which may pay a variable or fixed rate of interest. On all business savings products, we determine variable interest
rates at our discretionaccording to market conditions. Generally, the more restrictions on withdrawal of business
savings, the higherthe rateofinterest. As at April 4, 2020, our business savings balances were £3.8 billion.
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Personal banking

We have a growingbaseof currentaccount customers, which we estimateaccounts foran 8.1% share of
main standard and packaged currentaccounts in the United Kingdom. We opened 759,000 new current accounts
in the yearended April 4,2020 (April 4, 2019: 794,000) maintaining market shareof openings. In the year ended
April 4, 2020, we were the number one net gainer of current accounts using the Current Account Switching
Service.

We began issuing Nationwide-branded Visa credit cards to our customers in 1997. We market and
process credit card applications ourselves (using our credit scoring system), and an outside contractor is
responsible for billing and customer service functions. Our credit card holders receive differing credit limits,
dependingon their credit score. We donotcharge customers an annual fee for using the credit card.

Credit card lending had overall balances of £1.6 billion at April 4, 2020.
Other retail services
Our otherretail services principally comprise insurance business and investmentbusiness.

Insurance

In conjunction with our core business of providing residential mortgage loans and retail savings, we
develop and market insurance products branded with our name that are underwritten by third -party insurers and
distribute insurance products of other companies.

The insurance products that we market are:

o buildings and contents insurance, which we market to our residential mortgage customers and
non-mortgage customers;

. landlord insurance;

) term income protection insurance, replacing up to 60% of gross income in case of
unemployment; and

o personal accidentinsurance.

We typically useleading insurers as third-party underwriters for these insurance products. Wereceivea
commission and, in some cases, participate in the profits, but not the losses, from third -party underwritten
insurance products that we market. This provides us with asignificant source of non-interest income and, in the
yearended April 4, 2020, 2019 and 2018, we earned £50 million, £65 million and £76 million, respectively, from
insurance fees. Wegenerally market our insurance products to new and existing customers, and it is our policy to
offer insurance products at competitive prices and with more comprehensive coverage than those products
generally offered by our main competitors.

Investments

Ourincome from the distribution of protectionand investments was £59 million for the year ended April
4, 2020 (yearended April4,2019: £63 million).

Distribution network

Our integrated and diversified distribution network allows our customers to choose how and when to
undertake their transactions with us and has enabled us to expand our business while controlling costs. The
distribution network helps us to achieve volume growth principally in residential mortgage lendingand supports
ourretail fundingactivities. Developments in the network have focused on cost efficiency and meeting the needs
of customers who are increasingly prepared to transact business by the internet, telephone and mail.
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We distribute our products primarily through:

o branches;

o call centers;

o mail;

o internet and mobile banking;and
o intermediaries.

We also maintain a network of ATMSs.
Branches

Our branch network continues to be a major source of our mortgage lending and retail funding. As at
April 4, 2020, we had approximately 663 branches of Nationwide Building Society in the United Kingdom.

Ourgoalis to utilize our branch network efficiently. Allof our branches market our residential mortgage,
retail savings, personal lending, personal investment and insurance products. We continue to make significant
investment in transforming our products and delivery channels through the implementation of new systems and
organizational structures and to meet consumer expectations of digital banking.

Call centers

Our telephonecall centers are open 24 hours a day to service customers and receive calls frompotential
customers that are interested in our products. In addition, we use telemarketing to supplement our mortgage,
insurance and personal loan marketing.

Mail

We offer mail-based savings accounts that provide members with higher interest rates on their deposits
in return for limiting themto transactions by mail, online banking and ATMs. We also use direct mail to market
some of our products.

Internet and mobile banking

We first launched an internet banking service in 1997 and have continued to update the service in line with
technologicaladvances and increasing customer expectations. Our website allows customers to transact on their
accounts and apply for a broad range of our products online. We also allow customers to access and carry out
transactions ontheiraccounts using our mobile and tabletapplications.

Intermediaries

A substantial amount of our mortgage sales are introduced to us by third-party intermediaries.
Intermediaries range fromlarge UK insurance companies to small independent mortgage advisors. We remunerate
intermediaries for introducing mortgage business.

ATMs

Our customers have access to ourown network of 1,356 ATMs (as at April 4, 2020), as well as access
to ATMs in the United Kingdomthrough the LINK network and world -wide through the Visa network.

Commercial business

Our commercial portfolio comprises loans which have been provided to meet the funding requirements
of registered social landlords, commercial real estate investors and projectfinance initiatives. As at April 4, 2020,
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this portfolio accounted for 4% of total loans and advances to customers. Following a strategic review of the
commercial lending business, we concluded that the CRE and PFI lending is no longer a good fit with our core
purpose. The strategy for CRE and PFI lending is nowto hold and actively manage the portfolios to maturity in
line with contractualterms. The RSL portfolio was reopened in September 2018,

The table below shows the amount andtypes of loans in the commercial lending portfolio as at April 4,

2020.
As at April 4,2020

(percentage oftotal

(£ billions) commercialloans)
Registered social landlords ...........ccccovvrevrnrncrennn. 5.4 76
Commercial real estate........ccccoevveveeeveveceeceieeeeens 1.0 14%
Private finance iNFtiative .......cooeveeeeeseeesee s 0.7 10%
B o - [ 7.1 100%

RSL loans are made to UK registered social landlords, are secured on residential property and differ
significantly fromother loans secured onreal property. UK registered social landlords provide affordable housing
supported by Government grants. This portfolio historically has carried a lower risk than our other commercial
lending activities, and there are currently no arrears of three months or more in the RSL portfolio. To date, we
have not neededto raise any loss provisions against this portfolio.

CRE portfolio is well diversified by industry type and by borrower, with no significant exposure to
development finance.

PFI loans are secured on cash flows from Government-backed contracts such as schools, hospitalks and
roads under the UK private financeinitiative legislation. Wehave notsuffered any losses onthis lending and there
are currently no arrears of three months or more.

Head office functions

Our head office functions comprise the executive management and the treasury function together with a
range of supportfunctions such as legal and secretariat services, humanresources, strategic planning an d extemal
relations, finance, risk management, property services and internal audit.

The treasury division centrally manages liquid asset portfolios as well as most of financial risk exposures
and is responsible for wholesale funding activities. See the sections entitled “Financial Risk Management” and
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Qverview” for
further details of risk management.

Recent developments

We are exposed to any downturn in the UK's economic conditions and to the UK housing market in
particular. The Covid-19 pandemic has severely impacted both the UK and global economies and the econormic
environment in which we operate. The pandemic is having far-reaching impact on the economy, impacting our
financial performance, credit profile, the way we interact with customers and our business operations.

Prospects

From March 2020 onwards, there has been a material impact to our financial pospects in relation to
Covid-19, following the bank base rate reductions and as the UK enters a more uncertain economic environment.
The outbreak of Covid-19, and the global response to it, has materially impacted the economic environment in
which we operate. As a result, we consider that the financial performance framework which has guided our
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decisionsin the past is no longerappropriate in the current environment, and we are focused on maintaining our
strong capital and liquidity positions through the economic cycle.

While stress testing results demonstrate that we are resilient against significant short-term economic
shocks, the longer-term financial impact of Covid-19 is not yet clear and remains difficult to quantify. The
pandemic is likely to cause interest rates to remain at historically low levels (and there is increasing speculation
about the possibility for the UK base rate to move to a negative rate), and will result in longer term economic
effects, potentially putting pressure on our financial performance. Our operating environment is expected to
remain highly competitive and further increases in competitionwould increasethe level ofbusiness risk for us.

Support for our members

We are seekingto support our members with a range of measures in light of Covid-19, including offering
mortgage payment holidays (which, in accordance with regulatory guidance, have not been included within the
forbearance population and do not automatically have an impact on the reported staging balances). In additionto
an initial offer of three-month mortgage paymentholidays in the early stages of the outbreak, we have announced
our Home Support Package, which includes:

o for members with a Nationwide mortgage, a choice of either flexibility in mortgage payments
(such as making reduced payments for a time) or the option to take a new mortgage payment
break of up to a further three months;

) for members who have fallen into arrears because of the financial impact of Covid-19 and who
continue to work with us to help get their mortgage back on track, a commitment not to take
any action to repossess theirhome before May 31, 2021;

o to support those whorent, encouraging landlords who havea buy to let mortgage with us to pass
on payment breaks totenants; and

o increased provision of housing advice and support, as well as providing extra funding to Shelter
(with which we have a longstanding partnership) to help pay for more people to take calk on
their helplines, and supporting the introduction of new Shelter community engagement officers
to provide community outreach for those people who struggle to access support.

Furthermore and in light of the Covid-19 pandemic, we are conscious there is the potential for a great
deal of anxiety for ouremployees about healthand livelinoods. To reduceanxiety, andin line with our values, we
have introduced a number of promises to our employees including, notably, a commitment not to make any
compulsory redundancies during 2020.
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SELECTED STATISTICAL INFORMATION

The following information has been extracted from our management information systems. This
information is unaudited. The information contained in this section should be read in conjunction with our
consolidated financial statements as well as the section entitled “Management’s Discussion and Analysis of
Financial Condition and Results of Operations.”

Awerage Balance Sheets and Interest Rates

The tables below present, in accordance with IFRS, the average balances for our interest-earning assets
and interest-bearing liabilities together with the related interest income and expense amounts, resulting in the
presentationofthe average yields andrates forthe years ended April 4, 2020, 2019 and 2018, respectively:

For the year ended April 4,2020

Awerage Awerage yield/
balance® Interest® rate

(£ million, exceptpercentages)

Interest-earning assets:

Loans to credit iNStitULtIONS. .........ocevveeveereeireeeee s 20,772 179 0.86%
Debt securities & derivative financial instruments®., 21,383 98 0.46%
LOANS 1O CUSTOMENS.......cuvieercieeceseete et 201,871 4,850 2.4%
Total average interest-earningassets ...........ccceevne. 244,026 5,127 2.1%
Non-interest-earning assets:
Tangible fixed aSSEtS......ccovvvrevvrieerr s 1,115
Fair value adjustmentforhedgedrisK ..........ccccevrunnee 1,028
Otherfinancialassetsat fairvalue............cccocovevriennen. -
OthErasSELS ... 960
Goodwill and intangible fixed asSets .......ccoevvvveennen. 1,343
INVESTMENt PrOPENTIES......cvveiecerirereeerre e 5
Deferred taX aSSetS......coviieeeeereee e 66
Total average asSetS.......oovvieniecssseee e 248,543
Interest-bearing liabilities:
UK retail member deposits ........ccoevrveerreeeennnenenns 157,140 1,355 0.86%
OtherdepositS.....ccccceernrnnneeenerere s 26,995 194 0.72%
Debt securities in issue and derivative financial 40,989 525
INSTIUMENTS® ..o 1.28%
Subordinated liabilities.........ccccocvveeiecieieicincereceeee, 8,602 241 2.8%
Subscribed Capital........c.cccoveerrniceiseeee s 252 5 2.0%
Unwind of discountof pension liabilities ................... - 3 0.0%
Total average interest-bearing liabilities................ 233,978 2,317 0.99%
Non-interest-bearing liabilities:
Other abilities .......ccovcveecccceeeeeeeee e 1,637
Fair value adjustmentforhedgedrisk ..........cccccovnennee 9
Other financial liabilities at fair value.......................... -
RESEBIVES ...ttt s s 12,771
CUITENTTAXES ..viecvececte e 151
Total average liabilities.........cccocoeeeeceeccecceiens 248,546

Notes:

1) Average balances are based on the balance as of the end of each month during the financial year.

) For the purpose of the average balance sheet, the interest income and expense amounts are stated after allocation of interest on

financial instruments entered into for hedging purposes.
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For the year ended April 4,2019

Awerage Awerage yield/
balance® Interest® rate

(£ million, exceptpercentages)

Interest-earning assets:

Loans to credit iNStLULIONS..........ccccovevevvevecerieire e 20,590 164 0.80%
Debt securities & derivative financial instruments®. 18,793 88 0.47%
LOANS TO CUSLOMEIS....c.ccvecreerecreirecrecre ettt 196,030 4,866 2.48%
Total average interest-earningassets .........c.ccoeevne. 235,413 5,118 2.17%
Non-interest-earning assets: -
Tangible fixed aSSetS......ccovvveevricerr e 876
Fair value adjustmentforhedgedrisk ..........cccocovnenneee 26
Otherfinancialassetsat fairvalue...........c.ccccceevvennee. -
OthErasSELS ..ot 652
Goodwill and intangible fixed assets ........ccceevvereennn. 1,308
INVEStMENt PrOPENIES.....cvevvvveceerereeeeiere e 9
Deferred tax asSetS......ccviieeeeeeee e 88
Total aVerage asSetS......ccouvrevnneeenesrereeeeseseseeens 238,372
Interest-bearing liabilities: -
UK retail member deposits .......cccceeeceeceieenenenens 152,926 1,331 0.87%
OtherdepositS.....ccccceenenninnnnereeree s 27,153 168 0.62%
Debt securities in issue and derivative financial
INSTIUMENTS@ ..o 37,304 516 1.38%
Subordinated liabilities........c.ccevvvevieeiicecreesean, 6,469 177 2.73%
Subscribed Capital........ccccocrirrinininininieneeeeeeens 257 5 2.10%
Unwind of discountof pension liabilities ................... - 6 0.00%
Total average interest-bearing liabilities................ 224,109 2,203 0.98%
Non-interest-bearing liabilities: -
Other iabilities .......cccvveiieicicccec e 1,399
Fair value adjustmentforhedgedrisk ..........cccoevrrinnee (30)
Other financial liabilities at fair value......................... -
RESEBIVES ...ttt 12,733
CUITENTTAXES ..viecveeecie e 161
Total average liabilities.........cccocveeeeccsececeeiens 238,372

Notes:

@) Average balances are based on the balance as of the end of each month during the financial year.

) For the purpose of the average balance sheet, the interest income and expense amounts are stated after allocation of interest on

financial instruments entered into for hedging purposes.

For the year ended April 4,2018®

Awerage Awerage yield/
balance® Interest® rate

(£ million, exceptpercentages)

Interest-earning assets:

Loans to credit iNSttULIONS..........cccceeveeccccienereene, 20,480 110 0.53%
Debt securities & derivative financial instruments® 16,230 50 0.31%
L0ANS L0 CUSTOMEIS.....cviveieieirieieieieieieieie e 190,282 4,651 2.45%
Total average interest-earningassets ........c.ouovene. 226,992 4811 2.12%
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For the year ended April 4,2018®

Awerage Awerage yield/
balance® Interest® rate

(£ million, exceptpercentages)

Non-interest-earning assets:

Tangible fixed aSSetS.......coevvvrerrieesrrereereerenenes 836
Fair value adjustmentforhedgedrisk ..........c.ccceuune. 288
Otherfinancial assetsat fairvalue...........cccceeveuenenen. 1
OthErasSELS....cociiicecerceeeee s 555
Goodwill and intangible fixed assets .......ccc.covvreenne. 1,309
INVESTMENt ProPerties........coccevreecierneeneeeereseeens 8
Deferred taxasSetS.......ccovveeieieeeeeieiecee e 90
Total average asSetsS.......cccovvieenenieesrseserseesnnenns 230,079
Interest-bearing liabilities:
UK retail member deposits ........cccceeeeeeescevevennnns 146,297 1,115 0.76%
OtherdepositS.....couiiiiriieeeeireresesesessessesesesesees 21,768 61 0.28%
Debt securities in issue and derivative financial
INSTIUMENTS® ..o 43,925 501 1.14%
Subordinated liabilities........c.cccovvveeviiviiiciciice s 4,108 117 2.85%
Subscribed Capital ... 267 5 2.02%
Unwind ofdiscountof pensionliabilities .................. 0 8 0.00%
Total average interest-bearing liabilities............... 216,365 1,807 0.83%
Non-interest-bearing liabilities:
Other Habilities ........ccvevieeverieiceeee e 1,668
Fair value adjustmentforhedgedrisk ...........cccevuvne. (33)
Other financial liabilities at fair value........................ 4
RESEBIVES ...ttt ettt sre e 11,920
CUITENTTAXES ..vvveee e 155
Total average liabilities.........ccocovvvievnrrecrnrnenns 230,079
Notes:
1) Figures have been adjusted to reflect the impact of applying IFRS 9: “ Financial Instruments” fom April 5, 2018. Further
information is provided in note 1 to our audited consolidated financial statements as of and for the year ended April 4, 2019.
) Average balances are based on the balance as of the end of each month during the financial year.
®3) For the purpose of the average balance sheet, the interest income and expense amounts are stated after allocation of interest on

financial instruments entered into for hedging purposes.
Awerage Net Interest Margin and Spread

The following tables show our average interest-earning assets, average interest-bearing liabilities and net
interest income and illustrate the comparative netinterest margin and netinterest spread for the years ended April
4, 2020, 2019 and 2018, respectively:

As at April 4,2020

(£ million, exceptpercentages)
Net average iNterest-arning aSSEIS ..o uerrirerirnerenerssire st sesees s 244,026
Net average interest-bearing liabilities..........cooveeinnicesnscerce 233,978
Net iNtereStinCOME®.........c.viveiierecees s 2,810
Averageyield on averageinterest-earning assetS........ouvevrerererrereeernenens 2.10%
Averagerate on average interest-bearing liabilities ..........ccooveorvnicninnns 0.99%
NEt intereSt SPreal®..........c.ovveveeveecreeeeieees et 1.11%
Net intereSt Margin® ............coc.oevveeververeesesssee s 1.15%

Notes:

143



1) Defined as total interest income less total interest expense.
) Defined as the difference between the average yield on interest-earning assets and the average rate on interest-bearing liabilities.

3) Defined as net interest income divided by weighted average interest-earning assets.

As at April 4,2019
(£ million, exceptpercentages)

Net average iNterest-arning aSSELS ......ccvuerrirerrnnrersrssereserseessesessesssenenes 235,413
Net average interest-bearing liabilities...........ccoovveevnviceisrneessces 224,109
NEEINTEIESTINCOMBD.......oeeeeeeeeeee ettt eeeaneeneees 2,915
Averageyield on averageinterest-earning assetS........ouvevrrreeerrereeernenens 2.17%
Averagerate on average interest-bearing liabilities 0.98%
Net interest spread®....... 1.19%
Net interest margin® 1.24%
Notes:
@) Defined as total interest income less total interest expense.
) Defined as the diference between the average yield on interest-earning assets and the average rate on interest-bearing liabilities.
3) Defined as net interest income divided by weighted average interest-earning assets.
As at April 4,2018
(£ million, exceptpercentages)
Net average iNterest-arning aSSEIS .......ccvvurrrireersnerereeesese e sesseeesesenes 262,992
Net average interest-bearing liabilities..........ccoooeeinnecennncences 216,365
NetintereStinCOME®. ..o 3,004
Averageyield on average interest-earning assets.... 2.12%
Averagerate on average interest-bearing liabilities 0.83%
NEtintereSt SPreal® ..........cooveeveeeveeceeeeeeeeeeees et ssn e 1.29%
NetintereSt Margin® ... 1.33%
Notes
1) Defined as total interest income less total interest expense.
) Defined as the difference between the average yield on interest-earning assets and the average rate on interest-bearing liabilities.
3) Defined as net interest income divided by weighted average interest-earning assets.

Changes in Interest Income and Expenses — VVolume and Rate Analysis

The following table allocates the changes in our interestincome and expense between changes in average
volume and changes in the average rates for the year ended April 4, 2020 compared to the year ended April 4,
2019. We calculated volume and yield/rate variances based on movements of average balances over the period
and changes in average interest yields/rates on interest-earning assets and interest-bearing liabilities. The net
change attributable to changes in both volume and rate has been allocated in line with the amounts derived for
pure rate and volume variances. Pension interest income and expense has been excluded fromthe table as the
assets and liabilities to which they relate are held net on the balance sheet. More information on the net pension
liability can be found in ouraudited consolidated financial statements incorporated by reference herein:

Year ended April 4, 2020 comparedto year ended
April 4,2019

Increase/(decrease) in netinterest due to changes in:

Total net
Volume Yield/rate change

(£ million)
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Interestincome:®

Loans to credit iNStEULIONS..........ccocoececeeecenene, 182 15 197
Debt securities and derivative financial 2,590 10 2,600
INSTIUMENTS ...t
L0ANS O CUSLOMES .....cvevvrerrerrrrreeeiresere e seseens 5,841 (16) 5,825
Total INtereStinCoOME.......covveveeereeieeeeeee e 8,613 9 8,622
Interestexpense:®
UK retail member deposits ........cceeeeeieiveriinnenns 4,214 24 4,238
Other DEPOSILS ..cvcvvvereeeeeririreieirirere e eesessseenes (158) 26 (132)
Debt Securities in Issue and Derivative Financial 3,685 9 3,694
INSTIUMENTS.....ocvciccc e
Subordinated liabilitieS.........cccoevveeveeeeeeceseenn, 2,133 64 2,197
Subscribed Capital........cccoovvernrrieinrrreeeereenne (5) - 5)
Unwind of Discountof Pension Liabilities ............ - )] ©)
Total iNtereStexpenSe .....cocvvvveerrrereeeerrrereeeens 9,869 114 9,983
Net interestinCome ... (1,256) (105) (1,361)
Note:
@) Interest income and expense amounts are stated after allocation of interest on financial instruments entered into for hedging

purposes.

The following table allocates the changes in our interestincome and expense between changes in average
volume and changes in the average rates for the year ended April 4, 2019 compared to the year ended April 4,
2018. We calculated volume and yield/rate variances based on movements of average balances over the period
and changes in average interest yields/rates on interest-earning assets and interest-bearing liabilities. The net
change attributable to changes in both volume and rate has been allocated in line with the amounts derived for
pure rate and volume variances. Pension interest income and expense has been excluded fromthe table as the
assets and liabilities to which they relate are held net on the balance sheet. More information on the net pension
liability can be found in ouraudited consolidated financial statements incorporated by reference herein:

Year ended April 4, 2019 comparedto year ended
April 4,2018

Increase/(decrease) in netinterest due to changes in:

Total net
Volume Yield/rate change
(£ million)
Interestincome:®
Loans to credit iNSttULIONS.........cccocveeeieceeienennn, 110 54 164
Debt securities and derivative financial
INSTIUMENTS ...t 2,563 38 2,601
L0OaNnS tO CUSLOMEIS......cccvcveriecececece e 5,748 208 5,956
Total iNtereStinComMe........ccocvvveeceveecee e 8,421 300 8,721
Interestexpense:®
UK retail member deposits ........cccoveverereeeneninens 6,629 216 6,845
Other DEPOSILS ...cvvvveererereieceeeeree s 5,385 107 5,492
Debt Securities in Issue and Derivative Financial
INSTIUMENTS ..ot (6,621) 15 (6,606)
Subordinated liabilities..........cccoovvvvvvvrievirircein, 2,361 60 2,421
Subscribed Capital.........c.cccovvrnninieineeees (10) - (10
Unwind of Discountof Pension Liabilities............. - @) (2
Total iNtereStEXPENSE ..o 7,744 396 8,140
NetintereStinCome........coo.vvveiecinniiniieciiesieinns 677 (96) 581
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Note:
()

purposes.

Interest income and expense amounts are stated after allocation of interest on financial instruments entered into for hedging

The following table allocates the changes in our interestincome and expense between changes in average
volume and changes in the average rates for the year ended April 4, 2018 compared to the year ended April 4,
2017. We calculated volume and yield/rate variances based on movements of average balances over the period
and changes in average interest yields/rates on interest-earning assets and interest-bearing liabilities. The net
change attributable to changes in both volume and rate has been allocated in line with the amounts derived for
pure rate and volume variances. Pension interest income and expense has been excluded fromthe table as the
assets and liabilities to which they relate are held net on the balance sheet. More information on the net pension
liability can be found in ouraudited consolidated financial statements incorporated by reference herein:

April 4,2017
Increase/(decrease) in netinterest due to changes in:
Total net
Volume Yield/rate change
(£ million)
Interestincome:®
Loans to credit inStitutions..............cccevevevnnnne, 5 46 51
Debt securities and derivative financial
INSTIUMENTS ... 4 (12) ®
L0aNS t0 CUSLOMENS .....ccvvvrreeerrerrreeeeresrsesererenens 140 (415) (275)
Total interestinCome........ccoovvvevvrereeenennens 173 (405) (232)
Interestexpense:®
UK retail member deposits ........cccovvvvririnne, 29 (304) (275)
Other DEPOSILS ....cvvvvvreeeeerririerrese e sereeeeees 8 10 18
Debt securities in iSSUE.......ccevevevevercverirsicierernas 14 (29) (43)
Subordinated liabilities..........cccccovvererrrcenennn, 49 (19 30
Subscribed capital.........c.cceieieeieeneeiceieeie, (5 (11) (16)
Total iNtereSteXPenSe ..........cooommevveeecerrennenen 66 (349) (283)
Net intereStinCoMe ......ovveeeveeeeereeceseecrseeenes 107 (56) ol
Note:
1) Interest income and expense amounts are stated after allocation of interest on financial instruments entered into for hedging

purposes.

Investment Securities Portfolios

Year ended April 4, 2018 comparedto year ended

As at April 4, 2020, our investment securities portfolios were carried at a book value of £ 20,004 million,
representing 8% of our total assets. We only purchase investment-grade debt securities and do notoperate a trading
portfolio. The following table provides information on the breakdown of our investment securities asat April 4,

2020, 2019 and 2018, respectively:

Government and supranational investmentsecurities
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As at April 4,
2020 2019 2018
(£ million)
15,897 12,306 9,592
4,094 3,909 3,450



As at April 4,

2020 2019 2018
(£ million)
Investments in equity Shares.........c.cccoeveevenricrnnns 13 19 4
TOLAID o 20,004 16,234 13,046
Note:
@) We may use our investment securities as collateral. No investment securities have been pledged as collateral for UK payment

schemes at April 4, 2020 (2019: £30 million). Investment securities with a fair value of £2,506 million (2019: £1,694 million) have
been used as collateral in short term repurchase agreements. We also hold £1,824 million (2019: £1,333 million) of investment
securities as collateral under reverse repurchase agreements which are not recognized in the table above.

Investment portfolioby credit rating & country/region

As at April 4,2020

Euro
AAA  AA A Other | UK uUs pe Other
(£ million) (percentages)
Liquid Assets:
Govemment Bonds?.... 14,914 34 58 8 - 47 25 16 12
Supranational bonds..... 983 87 13 - - - - 100
Covered bonds.............. 1583 100 - - - 68 - 16 16
Residential mortgage
backed securities
((RUY/I25) I 483 100 - - - 72 - 28 -
Asset backed Securities
(OtNE)rrreeseesere 351 100 - - 59 - u -
Liquid Assets total...... 18,314 45 48 7 - 47 20 16 17
Other Securities®® ...
RMBS FVOCI .............. 17 100 - - - 100 - - -
RMBS amortized cost.. 1625 83 12 5 - 100 - - -
Other Inverstments® 48 - 62 - 38 38 - 62 -
Other securities total . 1690 81 13 4 2 98 - 2 -
Total....covveee 20,004 49 45 6 - 50 19 15 16
Notes
@) Ratings used are obtained from Standard & Poor’s (S&P), and from Moody’s or Fitch if no S&P rating is available.
) Balances classified as government bonds include government guaranteed and agency bonds.
®3) Includes RMBS (UK buy to let and UK Non-conforming) not eligible for the Liquidity Coverage Ratio (LCR).
4) Includes investment securities held at FVTPL of £12 million for 2020 (April 4, 2019: £78m, April 4, 2018 IAS 39 basis £nil).
As at April 4,2019
Euro
AAA  AA A Other | UK US pe Other
(£ million) (percentages)
Liquid Assets:
Govemment Bonds®. 11,581 29 71 - - 63 23 14 -
Supranational bonds.. 725 100 - - - - - - 100
Covered bonds®........ 1202 100 - - - 59 - 18 23
Residential mortgage 556 - 46 -
backed securities
((RUY/I5) P 100 - - 54 -
Asset backed
Securities (other)........ 258 100 - - - 49 - 51 -
Liquid Assets total... 14,322 43 57 - - 59 19 15 7
Other Securities @ ...
RMBS FVOCI ........... 142 35 20 45 - 100 - - -
RMBS amortized cost 1,656 8 - -
.................................... 84 6 2 100 -
Other Investments © . 114 - 29 52 19 19 52 29 -
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As at April 4,2019

Euro
AAA  AA A Other | UK us pe  Other
(£ million) (percentages)
Other securities
total ..o 1,912 75 8 13 3 95 3 2 -
o] | I 16,234 46 52 2 - 63 19 14 6

Notes:

(1) Ratings used are obtained ffom Standard & Poor’s (S&P) and ffom Moody’s or Fitch if no S&P rating is available. For loans and
advances to banks and similar institutions, internal ratings are used.

(2) Balances classified as government bonds include government guaranteed and agency bonds.

(3) Prior year ratings have been restated to be consistent with the current year presentation.

(4) Includes RMBS (UK buy to let and UK Non-conforming) not eligible for the Liquidity Coverage Ratio (LCR).
(5) Includes investment securities held at FVTPL of £12 million (2019: £78 million)

The following table shows the contractual maturity of investment securities held as at April 4, 2020,
2019 and 2018:

2020 2019 2018
(£ million)
Due less than 1 month.........ccccevveviivviiiinennn, 18 16 76
Due between 1 and 3 months..........ccceveunnee. 495 20 64
Due between 3 and 6 months..........c.cccceueeeee. 376 114 17
Due between 6 and 9 months..........c.ccceueeeee. 107 284 141
Due between 9 and 12 months.........cceevenene. 137 78 89
Due between Land 2 years.......cccovveeeeerenennn 373 971 387
Due between 2and 5 years........c.ccccceverieenenn 4,715 5,558 2,498
Due after morethan Syears........c.cccocovvrernnee. 13,783 9,193 9,774
TOtAl ..o 20,004 16,234 13,046

Loan Portfolio

As at April 4, 2020 total loans to customers excluding fair value adjustments for portfolio hedged risk,
including accrued interest, were £ 200,237 million, representing 81% of our total assets. Our loan portfolio net of
allowances has increased by 0.3% during the last year from £203,060 million as at April 4, 2019 to £203,614
million as at April 4, 2020.

The following table summarizes our loan portfolio, netofallowances, as at April 4, 2020, 2019 and 2018,
respectively:

As at April 4,
2020 2019 2018M
(£ million)
Residential mortgage loans........c.cccocoeevrcrene. 151,084 151,473 144,011
Consumerbanking......couovevvveernerererinesesriresens 4,500 4,168 3,742
Specialist Lending ......ccccvvvvennvcvcessreienenns 37,503 34,333 33,057
Commercial Lending ........coovevvvvvvnnrerenenennns 7,150 8,194 9,569
Total 10oans to CUSTOMErS ........ccccvvvevvvveviieinnns 200,237 198,168 190,379
Fair value adjustmentfor micro hedged risk® 741 883 1,042
Loans and advancesto banks...........coveveeenn.. 3,636 4,009 3,493
TOAl e 203,614 203,060 194,914
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1) Figures have been adjusted to reflect the impact of applying IFRS 9: “ Financial Instruments” from April 5, 2018. Further
information is provided in note 1 to our audited consolidated financial statements as of and for the year ended April 4, 2019.

) Under IFRS the carrying value of the hedged item is adjusted for the change in value of the hedged risk.

The following table presents the contractual maturity distribution for repayment for the loan portfolio
held by us as at April 4, 2020:

As at April 4,2020

Due Duein3 Dueinl
Due on within3  monthsto yearto5  Due after
Demand  Months 1year years 5years Total®
(£ million)
Loans and advancesto
customers ................ 2,856 1,395 6,348 32,253 158,126 200,978
Loans and advancesto
banks......cccevevevevnnn. 2,832 - - - 804 3,636
Total Loans portfolio net
of impairment provisions 5,688 1,395 6,348 32,253 158,930 204,614
Note:
1) The maturity analysis is produced on the basis that where a loan is repayable by installments, each installment is treated as a

separate repayment.

Loans in Arrears

Loans in arrears referto amounts thatare unpaid at their contractual date. A customer is in arrears when
they are behind in fulfilling their obligations such that an outstanding loan payment is overdue. Sucha customer
canalso be said to be in a state of delinquency. When a customer is in arrears, the entire outstanding balance is
said to be delinquent, meaning that delinquent balances are the total outstanding loans on which payments are
overdue.

The following tables showthe payment status of all residential mortgages as at April 4, 2020 and 2019:

As at April 4,2020 As at April 4,2019
Prime Specialist Total Prime Specialist Total
(Audited) (£ million) % (£ million) %
Not past due 149,387 36,684 186,071 98.5 149,771 33,468 183,239 98.5
Pastdue 0 t0 1 MONth ......c.vveveerereernereerneeiinnens 1,062 356 1,418 08 1,038 392 1,430 0.8
Pastdue 1 to 3 months.... . 311 307 618 03 318 265 583 0.3
Pastdue 3 to 6 months.... 177 142 319 0.2 177 159 336 0.2
Pastdue 6 to 12 months...... . 112 109 221 0.1 122 121 243 0.1
Pastdue over 12 months..........ccoevneeennevnenens 82 81 163 0.1 84 69 153 0.1
Possessions 9 20 29 - 7 21 28 -
Total residential MoOrtgages........ooweenreeees 151,140 37,699 188,839 100 151,517 34,495 186,012 100

The proportion of loans in arrears has remained stable at 1.5% (April 4, 2019: 1.5%) and arrears levek
remain low across prime and specialist lending, reflecting the low interestrate environment, supported by robust
credit assessment and affordability controls at the point of lending. In total, £352 million (April 4, 2019: £370
million) of specialist lending balances were more than 3 months past due or in possession, which includes the
impact ofthe changein thetreatmentofarrears on deceased accounts described above. Of the £352 million (2019:
£370 million), £220 million (April 4, 2019: £233 million) relates to legacy portfolios in run-off.

As at April 4, 2020, the mortgage portfolios include 1,556 (2019: 1,491) mortgage accounts, including
thosein possession, where payments were more than 12 months in arrears. Thetotal principal outstanding in these
cases was £181 million (2019: £165 million), and the total value ofarrears was £22 million (April 4, 2019: £20
million) or 0.01% (April 4, 2019: 0.01%) of total mortgage balances.

We are providing support to customers who have been financially affected by Covid-19. Payment
holidays granted in this respect will suppress the impact of the pandemic on arrears in the short term.

The following table shows the payment status of all residential mortgages as at April 4, 2019 and
April 4, 2018:
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As at April 4, 2019 As at April4,2018

(Audited) Prime Specialist Total Prime Specialist Total
(£ million) % (£ million) %
Not past due 149,771 33,468 183,239 98.5 142,383 32,197 174,580 98.5

Past due up to 3 months 1,356 657 2,013 1.1 1,294 685 1,979 1.1
Past due 3 to 6 months........... . 177 159 336 0.2 162 159 321 0.2
Past due 6 to 12 months 122 121 243 0.1 113 110 223 0.1
Past due over 12 months . 84 69 153 0.1 89 76 165 0.1
P0OSSESSIONS ...cvvvveeviiecviie e 7 21 28 - 8 23 31 -
o] -1 I 151,517 34,495 186,012 100 144,049 33,250 177,299 100

The proportionofloansin arrears remained stable at 1.5% as at April 4, 2019 (April 4, 2018: 1.5%) and
arrears levels remain low across prime and specialist lending, reflecting the favourable economic conditions and
los interest rate environment, supported by robust credit assessment and affordability controls at the point of
lending.

Loan Loss Experience

We assess at each balance sheet date whether, as a result of one or more events thatoccurred after initial
recognition, there is objective evidence that a financial asset or group of financial assets is impaired. Evidence of
impairment may include indications thatthe borrower or group of borrowers are experiencing significant financial
difficulty, default or delinquency in interest or principal payments or the debt being restructured to reduce the
burden onthe borrower.

We first assess whether objective evidence of impairment exists either individually for assets that are
separately significant or individually or collectively for assets that are not separately significant. If there is no
objective evidence of impairment foran individually assessed assetit is included in a group of assets with similar
credit risk characteristics and collectively assessed for impairment.

If there is objective evidence that an impairment loss has been incurred, the amount of the loss is
measured as the difference between the asset’s carrying amount and the present value of estimated future cash
flows discounted at the asset’s original effective interest rate. The resultant provisions have been deducted from
the appropriateasset values in the balancesheet.

The methodology and assumptions used for estimating future cash flows are reviewed regularly by us to
reduce any differences between loss estimates and actual loss experience.

The following table sets forth the movementin ourallowances for loan losses for the year ended April 4,

2020:
Reconciliation of movements in gross balances and impairment provisions
Non-credit impaired Credit impaired @
Subject to 12 month ECL  Subject to lifetime ECL Subject to lifetime ECL Total
Stage 1 Stage 2 Stage 3end POCI
Gross Gross Gross Gross
Group balances  Provisions balances  Provisions balances  Provisions balances  Provisions
(£ millions)

At 5 April 2019 187,368 68 9539 261 1,797 336 198,704 665
Stage transfers:
Transfers from Stage
1 to Stage 2 (16,930) (39) 16,930 39 - - - -
Transfers to Stage 3 (330) - (938) (110) 1,268 110 - -
Transfers from Stage
2 to Stage 1 14,397 226 (14,397) (226) - - - -
Transfers from Stage
3 202 2 554 23 (756) (25) - -
Net remeasurement
of ECL arising from
transfer of stage (184) 262 18 96
Net movement
arising from transfer
of stage® (2,661) 5 2,149 12) 512 103 - 96
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New assets

originated or

purchased® 34,049 31 - - - - 34,049 31
Further

lending/repayments

@ (9,947) (24) 77) (10) (81) (21) (10,105) (55)
Changes in  risk

parameters in

relation to credit

quality® - @ - 42 - 26 - 67
Other items

impacting  income

statement

charge/(reversal)

including recoveries - - - - @) (11) 1) (11)
Redemptions®) (20,406) 4) 921) 12) (302) 4) (21,629) (20)
Additional prevision

for Covid-19? 101
Income  statement

charge for the year 209
Decrease  due to

write-offs - - - - (123) 99) (123) (99)
Other provision

movements - - - - - 11 - 11
4 April 2020 188,403 75 10,690 269 1,802 341 200,895 786
Net carrying

amount® 188,328 10,421 1,461 200,109
Notes:

@) Group gross balances of credit impaired loans include £155 million (2019: £167 million) of purchased or originated credit impaired

(POCI) loans, which are presented net of liftime ECL impairment provisions of £6 million (2019: £6 million).

) The remeasurement of provisions arising from a change in stage is reported within the stage to which the assets are transferred.

3) If a new asset is generated in the month, the value included is the closing gross balance and provision for the month. All new
business written is included in Stage 1.

4) This comprises further lending and capital repayments where the asset is not derecognized. The value for gross balances is
calculated as the closing gross balance for the month less the opening gross balance for the month. The value for provisions is
calculated as the change in exposure at default (EAD) multiplied by opening provision coverage for the month.

5) This comprises changes in risk parameters, and changes to modeling inputs and methodology. The provision movement for the
change inrisk parameters is calculated for assets that do not move stage in the month.

6) Forany asset that is derecognized inthe month, the value disclosed is the provision at the start of that month.

7) An additional provision for credit losses has been recognized to reflect the estimated impact of the Covid-19 pandemic on ECLs.
For the Group, the additional provision at April 4, 2020 is £101 million. This additional provision has not been allocated to
underlying loans nor has it been attributed to stages, but is shown in the total column of the table.

The following table sets forth our impairment provisions for the years ended April 4, 2020, 2019 and

2018:

Impairment provisions
2020 2019 2018M
(£ million)
Prime residential 56 44 47
Specialist residential 196 162 188
Consumer banking 494 418 365
Commercial and other lending 40 41 29
Total 786 665 629
Note:
@) Figures have been adjusted to reflect the impact of applying IFRS 9: “Financial Instruments” from April 5, 2018. Further

information is provided in note 1 to our audited consolidated financial statements as of and for the year ended April 4, 2019.

The following tables show the allowances for loan losses as a percentage of total loans, analy zed by

categorythe years ended April 4, 2020, 2019 and 2018:
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April 4,2020 Total Balance (%)ofTotal Provision Provision/Total Balance
Prime residential mortgages...... 151,084 75.17% 56 0.04%
Specialist residential mortgages 37,503 18.66% 196 0.52%
Consumerbanking..........c.coc..... 4,500 2.24% 494 10.98%
Commercial and other lending.. 7891 3.93% 40 0.51%
Total ..o 200,978 100% 786 0.39%
April 4,2019 Total (%)of Total Provision Provision
Balance Total Balance
Prime residential mortgages.........cccovvvene. 151,473 76.10% 44 0.03%
Specialist residential mortgages ................ 34,333 17.25% 162 0.47%
Consumerbanking......c...cooeeevvieenninnnnnns 4,168 2.09% 418 10.03%
Commercial and other lending................... 9,077 4.56% 41 0.45%
Total ..o 199,051 100.00% 665 0.33%
April 4,2018® Total (% )of Total Provision Provision/T
Balance otal Balance
Prime residential mortgages 144,011 75.23% 47 0.03%
Specialist residential mortgages 33,057 17.27% 188 0.57%
Consumerbanking 3,742 1.95% 365 9.75%
Commercial and other lending 10,611 5.55% 29 0.27%
Total 191,421 100.00% 629 0.33%
Note:
1) Figures have been adjusted to reflect the impact of applying IFRS 9: “ Financial Instruments” from April 5, 2018. Further

information is provided in note 1 to our audited consolidated financial statements as of and for the year ended April 4, 2019.
Deposits

The following table sets out the average balances and average interest rates for each deposit type for the
yearended April 4, 2020:

For year ended April 4,2020

Awerage rate
Awerage balance paid

(£ million, exceptpercentages)

UK retail member depOoSits ......ccocvvereneresnsneseeeesseseseeessenenns 157,140 0.86 %
Other customer deposits and amounts dueto banks®............... 26,995 0.72 %
Note:
1) Amounts owed to other customers include time deposits, call deposits and retail deposits that do not grant “member” status.

The following table sets out the average balances and average interest rates for each deposit type for the
yearended April 4, 2019:

For year ended April 4,2019

Awerage rate
Awerage balance paid

(£ million, exceptpercentages)
152,926 0.87%

UK retail member depOoSits ......ococveerrniennnresercsseseeesisenenes



Other customer deposits and amounts dueto banks® ............... 27,153 0.62%

Note:

1) Amounts owed to other customers include time deposits, call deposits and retail deposits that do not grant “ member” status.

The following table sets out the average balances and average interest rates for each deposit type for the

yearended April 4, 2018:

For year ended April 4,2018
Awerage rate

Awerage balance paid
(£ million, exceptpercentages)
UK retail member deposits .......ccceeeeeeiecsceeeeeeresereesenenns 146,297 0.76%
Other customer deposits and amounts dueto banks® ................ 21,768 0.28%
Note:
@) Amounts owed to other customers include time deposits, call deposits and retail deposits that do not grant “ member” status.

Maturity of Deposits

The following table shows the maturity analysis of time deposits over $100,000 and certificates of deposit

as at April 4, 2020:

Lessthan 3months........c.ccccccevvieee.
3 months to 6months ...
6 monthsto lyear.....covvirvceninnnns
OVEIrL YRl ..o

Returnon Assets

As at April 4,2020
Time Certificates

deposits of deposit Total (%)
(£ million, exceptpercentages)
.................. 1,471 1,839 3,310 93%
.................. 79 154 233 %
.................. 4 12 16 -
- 5 5 -
.................. 1,554 2,010 3,564 100%

The following table represents net income as a percentage of total average assets:

For the year ended April 4,

2020 2019 2018
(£ million, exceptpercentages)

Netincome® .........cccoevvevvrrrrrens 365 618 745

Totalaverageassets®................... 248,545 238,368 230,081

Return on totalaverage assets....... 0.15% 0.26% 0.32%
Notes
1) Net income represents profit for the financial year after tax.
) Total average asset is based on the total assets as of the end of each month during the financial year.

As a mutual organization, we are managed for the benefit of our members, primarily ourretail savings
and residential mortgage customers, rather than for equity shareholders. We return value to our members by
offering generally higher interestrates on savings and lower interest rates on loans than those offered by our main
competitors. As aresult, we typically earn lower profits than our main competitors, which are typically banks or
other non-mutual organizations. However, most of our net earnings are put into reserves and constitute Tier 1

capital for our capital adequacy requirements.
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We have not presented any information regarding returns on equity because, as a mutual organization,
we do not have equity.
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FINANCIAL RISK MANAGEMENT
Strategy in using financial instruments

Financial instruments incorporate the vast majority of our assets and liabilities, both on a Group level
and for the Society. Given the dominant position of the Society within the Group structure, the term ‘Group’ is
used in the remainder ofthis noteto coverthe activities of both Group and Society.

We accept deposits from customers at fixed and variable interest rates for various periods and seek to
earn an interest margin by investing these funds in high quality assets, predominantly mortgages. The principal
risks which arise from this core activity, and which need to be managed by Nationwide, are interest rate risk
(including basis risk), currency risk, credit riskand liquidity and funding risks.

All risks are monitored and managed within the Enterprise Risk Management Frame work (“ERMF”).
The ERMF comprises a Board-approved risk appetite, detailed risk management frameworks (including policies
and supporting documentation), and independent governance and oversight functions.

We use derivative instruments to manage various aspects of risk. However, in doing so we comply with
the UK Building Societies Actin relation tothe use of derivatives for the mitigation of consequences arising from
changesin interestrates, exchangerates or other factors defined by the Act.

Derivatives

Ourrisk management approach s to use interestrate and currency derivatives to economically hedgethe
fair value of fixed rate assets and liabilities. The market risk from fixed rate assets and liabilities may be netted
down before deciding to use derivatives. The derivatives used are predominantly interest rate swaps, which
convert fixed rate cash flows to a benchmark floating rate such as LIBOR, SOFR or SONIA, and cross currency
swaps which convert foreign currency cash flows to GBP cash flows. In addition, bond forwards are used to
reduce swap spread risk within the investment securities portfolio and inflation swaps are used to economically
hedge contractual inflation risk within investment securities.

While our derivative financial instruments are held for risk mitigation purposes, not all of these
derivatives are designated as hedging instruments as defined by IFRS 9.

The following table describes the significantactivities we have undertaken, the risks associated with such
activities and the types of derivatives which are used in managing such risks. Such risks may alternatively be
managed using cash instruments as partofan integrated approach to risk management:

Activity

Savings products and funding
activities involving instruments
which are fixed rate or which
have embedded options

Mortgage lending and investment
activities involving instruments
which are fixed rate or which
include explicit or embedded
options

Investment and funding in
foreign currencies

Risk

Sensitivity to changes in interest
rates and inflation risk including
differential between Base Rate
and LIBOR/SOFR/SONIA or
inflation risk

Sensitivity to changes in interest

rates, including differential
between Base Rate and
LIBOR/SOFR/SONIA and
inflation risk.

Sensitivity to changes in foreign
exchange rates
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Type of derivative instrumentused

Interest rate swaps including basis
swaps, interest rate futures,
swaptions, forward rate agreements
and inflation swaps

Interest rate swaps including basis
swaps, interest rate futures,
swaptions, caps, collars, forward rate
agreements

Cross-currency swaps, FX swaps,
foreign exchange transactions



Activity Risk Type of derivative instrumentused

The accounting policy for derivatives and hedge accounting is described in the Statement of Accounting
Policies. Where possible, we apply hedge accounting to derivatives in orderto reduce accounting volatility. We
currently uses two of the three types of hedge accounting permitted by IFRS 9: fair value hedge accounting and
cash flowhedgeaccounting, but not hedging ofa net investment in a foreig n operation.

The Board and the ALCO are responsible for setting certain parameters respectively over our exposure
to interest rates, foreign exchange rates and other indices. The Credit Committee sets our credit policy and
regularly monitors and reviews credit exposures arising in all aspects of Group operations, including derivatives.
All risk committees are overseen by the Executive Risk Committee, while the Board Risk Committee provides
oversight of the risk framework for Nationwide including governance.

All exchange-traded instruments are subject to cash requirements under the standard margin
arrangements applied by the individual exchanges. Such instruments are not subject to significant credit risk
Credit exposures arising on derivative contracts with certain counterparties are collateralized (e.g. with cash
deposits), to mitigate credit exposures. To comply with EU regulatory requirements, we, as adirect member ofa
central counterparty (CCP), have central clearing capability which we useto clear standardized derivatives. Where
derivatives are notcleared at a CCP they are transacted under the International Swaps and Derivatives Association
(ISDA) Master Agreement.

Each of the principal financial risks to which we are exposed (interest rate, credit, foreign exchange,
liquidity and funding risk) is considered below.

Interestrate risk

Our main market risk is interest rate risk. Market movements in interest rates affect the interest rate
margin realized from lending and borrowing activities.

To reduce the impact of such movements, hedging activities are undertaken by our Treasury function.
For example, interest rate risks generated by lending to and receiving deposits fromcustomers are offset against
each other internally where possible. The remaining netexposure is managed using derivatives, within parameters
setby ALCO.

In addition to primary lending and borrowing activities, income volatility arising from certain rate
insensitive products (including reserves and CCDS) are structurally hedged.

Our interest rate risk is measured using a combination of value-based assessments and earnings
sensitivity assessments.

The VaR modelincorporatesrisk factors based on historic interest rate and currency movements. A 10-
day horizon and a 99% confidence level is typically usedin day to day VaR monitoring. VaR is used to monitor
interest rate, swap spread, currency and product option risks and is not used to model income. EXposures against
limits are reviewed daily by management. Actual outcomes are monitored onan ongoing basis by management to
test the validity of the assumptions and factors used in the VaR calculation. The values reported below are on the
same basis asthose used internally.

AlthoughVaRis avaluable risk measure, it needs to be viewed in the context of the following limitations
which may mean that exposures could be higherthan modeled:

. The use ofa 99% confidence level, by definition, does not take account of changes in value that
might occur beyondthis level of confidence;
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) VaR models often under-predict the likelihood of extreme events and over-predict the benefits
of offsetting positions in those extreme events;

) The VaR modeluses historical data to predict future events. Extreme market moves outside of
those used to calibrate the model will deliver exceptions. In periods where volatility is
increasing, the model is likely to under-predict market risks and in periods where volatility is
decreasing it is likely to over-predict market risks;

o Historical datamay not adequately predict circumstances arising fromgovernment interventions
and stimulus packages, which increasethe difficulty of evaluating risks.

To seekto mitigate these limitations, backtesting of the VaR model is undertaken regularly to ensure that
the model is appropriate. This process compares actual performance against the estimated VaR numbers. An
exception is createdwhenalossoccurs that is greater than the VaR on any givenday. The chart below shows the
results of this backtesting. The loss exceptions seen were all driven by significant movements in market rates,
most notably in the period leading up to year end with the unprecedented events causing three exceptions in as
many weeks. The dynamic recalibration of the VaR model has increased the VaR model output following the
incorporation ofthe period of heightened market volatility caused by Covid-19. In 2019/20, the backtesting and
broader model governancedid not highlight any model deficiencies.

To evaluatethe potential impact of more extreme but plausible events or movements in a set of financial
variables, the standard VaR metric is supported with sensitivity and stress analysis.

For example, for interest rate risk exposures, the standard PVO1 sensitivity analysis is supplemented by
stressed sensitivity measures. A more severe 200 basis point (2.0%) parallel shift in interest rates is calculated in
a similar mannerto PVO1,; this sensitivity analysis is known as PV200. P\200 numbers are monitored daily.

In addition, stressed VaR is used to estimate the potential loss arising from unfavorable market
movements in a stressed environment. It is calculated in the same way as standard VaR, calibrated over a two year
period and on a 99% 10-day basis but uses market data froma period of significant financial stress.

The table below highlights our limited exposure to interest rate risk, shown against a range of value-
based assessments. These sensitivities do not include retail product behavioral changes, which are captured by
other measures.

For the year ended April 4, For the year ended April 4,
2020 2019
Awerage High Low Awerage High Low
(£ million)

VaR (99%/10-day) (audited) ....... 13 4.2 0.4 11 31 04
Sensitivity analysis (P\VO1)
(Audited) ...cvveereereere s 0.0 0.1 0.0. 0.0 0.1 0.1)
Stress testing (PV200: all
CUITENCIES) w.vrvevieireerireieereeeireeeiens 6.1 22.6 (14.2) 6.1 214 (23.4)

Earnings sensitivity assessments are also used to measure the risk that income is adversely impacted by
changes in interest rates. These techniques apply rate shocks tothe rates paid on liabilities and to therates eamed
on assetsandtheimpact onearnings is calculated. The absolute levels of interest rates can influence the flexibility
to manage earnings. lllustratively, if interest rates were to fall or become negative, margins may be constrained
because it is unlikely that the benefit to borrowers can be fully offset through currentaccount or savings product
rate changes.

We also measure interest rate risk through net interest income (“NII”’) and economic value of equity
(“EVE’) measures, underarange ofshock scenarios which include behavioral assumptions for retail products as
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interest rates change. These measures are assessed based onthe standard shocks prescribed by European Banking
Authority (EBA) guidelines, aswell as against internally generated shock scenarios.

) NII sensitivities assess the impact to earnings in different interest rate shocks over a one-year
period. Sensitivities are calculated based on a static balancesheet, where all assets and liabilities
maturing within the year are reinvested in like for like products. The sensitivity also includes
the impact arising fromoff-balance sheet exposures.

o EVE sensitivities measure the changein value of interest rate sensitive items, both on and off-
balance sheet, under a range of interest rate shocks. Sensitivities are calculated on a run-off
balance sheetbasis.

Both NIl and EVE sensitivities are measured monthly, with risk limits set againstthe various shocks.
Credit risk

Credit risk is the risk of loss as a result of a member, customer or counterparty failing to meet their
financial obligations. Credit risk encompasses:

o borrower/ counterparty risk— the risk of loss arising froma borrower or counterparty failing to
pay, or becoming increasingly likely not to pay the interest or principal on a loan, financial
product, orserviceon time;

) security / collateral risk — the risk of loss arising fromdeteriorating security / collateral quality;
o concentrationrisk—the risk of loss arising frominsufficient diversification;
o refinance risk — the risk of loss arising when a repayment of a loan or other financial product

occurs laterthan originally anticipated.

At Nationwide, we lend in a responsible, affordable and sustainable way to ensure we safeguard members
and our financial strength throughout the credit cycle. To this end, the Board Risk Committee setsthe level of risk
appetite it is willing to take in pursuit of our strategy, which is articulated as Board risk appetite statements and
underlyingprinciples:

We safeguard our members by lending responsibly:

o We will only lend to members, customers or counterparties who demonstrate that they can
afford to borrow.

o We will support members and customers buying mortgageable houses of wide-ranging types
and qualities.
o We will work with members, customers and counterparties to recover their financial position

shouldthere beadelay, orriskof delay, in meeting their financial obligations.
We safeguard our financial performance, strength and reputation:

o We will manage asset quality so that losses through an economic cycle will not undermine
profitability, financial strengthand our standing with internal/external stakeholders.

o We will ensure that nomaterial segmentofour lendingexposes the Society to excessive loss.
) We will proactively manage credit riskand comply with regulation.

We operate with a commitment to responsible lending and a focus on championing good conduct and
fair outcomes. In this respect, we formulate appropriate credit criteria and policies whichare aimed at mitigating
risk against individual transactions and ensuring that our credit risk exposure remains within risk appetite. The
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Board Risk Committee and, undera governed delegated mandatestructure, the Credit Committee, the Executive
Sanctioning Committee and individual Material Risk Takers make credit decisions, based on a thorough credit
risk assessment, to ensure thatcustomers are able to meet their obligations.

Ataportfolio level, we measureand manage our risk profile and the performance of our credit portfolios
on an ongoing basis, through a formal governance structure. Compliance with Board risk appetite is measured
against absolute limits and risk metrics and is reported to our Credit Committee monthly, with adverse trends
being investigated and corrective action taken to mitigate the riskand bring performance back on track.

We are committed to helping customers who may anticipate or find themselves experiencing a period of
financial difficulty, offering arange of forbearance options tailoredto their individual circumstances. This s the
case for residential mortgages, consumer banking and commercial lending. Accounts in financial difficulty/arrears
are managed by our specialist teams to ensure an optimal outcome for our members, customers andthe Society.

Credit risk within the Treasury portfolio arises primarily fromthe instruments held and transacted by the
Treasury function for operational, liquidity and investment purposes. In addition, counterparty credit risk arses
from the use of derivatives to reduce exposure to market risks; these are only transacted with highly rated
organizations and collateralized under market standard documentation.

The treasury credit risk function manages all aspects of credit risk in accordance with our risk govemance
frameworks, underthe supervision of the Credit Committee.

A monthly review evaluatingamong other factors, volatility in valuation, evidence of deterioration in the
financial health of the obligor, industry and sector performance, and underlying cashflows is undertaken of the
current and expected future performance of Treasury assets that determines expected credit loss (ECL) provision
requirements. An established governance structure identifies and reviews under-performing assets to assess the
likelihood of future losses.

We have no exposure to emerging markets, hedge funds or credit default swaps.

The following table presents our maximum exposure to credit risk of on-balance sheet and off-balance
sheet financial instruments, before taking intoaccountany collateral held or other credit enhancements and after
allowance for impairment where appropriate. The maximum exposure to loss for off-balance sheet financial
instruments is considered to be their contractual nominalamounts:

2020 2019

Maximum Maximum

Carrying credit risk Carrying Commitments credit risk

value Commitments exposure value e exposure

(£ million)

Cash .o 13,748 - 13,748 12,493 - 12,493

Loans and advances to banks... 3,636 - 3,636 4,009 4,009

Investment securities — FVOCI 18,367 - 18,367 14,500 - 14,500
Investment securities -

Amortized Cost............ceeen.. 1,625 - 1,625 1,656 1,656

Investment securities — FVTPL 12 - 12 78 - 78
Derivative financial instruments

......................................... 4,771 - 4,771 3,562 - 3,562

Fair value adjustment for
portfolio hedged risk ............. 1,774 - 1,774 411 - 411
Loans and advances to customers

......................................... 200,850 11,416 212,266 198,922 12,956 211,878
Totaleeoooee oo 244,911 11,416 256,327 235,760 12,956 248,716
Notes:
1) In addition to the amounts shown above, we have revocable commitments of £10,139 million (2019: £9,475 million) in respect of

credit card and overdraft facilities. These commitments represent agreements to lend in the future, subject to certain considerations.
Such commitments are cancelable by Nationwide, subject to notice requirements, and given their nature are not expected to be
drawn down to the full level of exposure.
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) The fair value adjustment for portfolio hedged risk and the fair value adjustment for micro hedged risk (which relates to the
commercial lending portfolio) represent hedge accounting adjustments. They are indirectly exposed to credit risk through the
relationship with the underlying loans covered by Nationwide’s hedging programs.

3) FVTPL residential mortgages include equity release and shared equity loans.
Currencyrisk

Currency exposure is managed through natural offsetting on the balance sheet, with derivatives used to
maintain the net exposures within limits. ALCO sets and monitors limits on the net currency exposure. The table
belowsets out the limited extent of the residual exposure to currency risk:

2020 2019
Awerage High Low Awerage High Low
(£ million)
VaR (99%/10-day) .cocverrereereereeneenenn. 0.0 0.3 0.0 0.1 24 0.0

Liquidity and funding risk

Liquidity riskis the risk that we are unable toraise cash tosettle our financial obligations as they fall due
and maintain member and other stakeholder confidence. Funding risk is the risk that we are unable to maintain
diverse funding sources in wholesale and retail markets and manage retail funding risk that can arise from
excessive concentrations of higher risk deposits.

Our management of liquidity and funding risks aims to ensurethatthere are sufficient liquid assets at all
times, both as to amount and quality, to:

o cover cash flow mismatches and fluctuations in funding
) retain public confidence
o meet financial obligations as theyfall due, even during episodes of stress.

This is achieved through the management and stress testing of business cash flows, and through the
translation of Board risk appetite into appropriate risk limits. This ensures a prudent funding mix and maturity
profile, sufficient levels of high-quality liquid assets and appropriate encumbrance levels are maintained.

The liquidity and funding risk framework is reviewed by the Board as part of theannual Internal Liquidity
Adequacy AssessmentProcess (ILAAP). ALCO is responsible for managing the balance sheetstructure, including
the FundingPlan, and its risks. This includes setting and monitoring more granular limits within Board limits. A
consolidated cash flow forecast is maintained and reviewed weekly to support ALCO in monitoring key risk
metrics.

A Liquidity Contingency Plan (LCP), which is part of the wider recovery plan framework, is maintained
which describes early warning triggers for indicating an emerging liquidity or funding stress as well as escalation
proceduresandarangeofactions thatcould be takenin response to ensure sufficient liquidity is maintained. The
LCP is tested annually to ensure it remains robust. Our Recovery Plan describes potential actions that could be
utilized in a more extreme stress.

For contingent purposes, we pre-position unencumbered mortgage assets at the Bank of England which
can be usedin the Bank of England’s liquidity operations if market liquidity is severely disrupted.

The table below segments the carrying value of financial assets and financial liabilities into relevant
maturity groupings based on the remaining period at the balance sheetdate to the contractual maturity date for the
years ended April 4, 2020 and 2019. In practice, customer behaviors mean that liabilities are often retained for
longer than their contractual maturities and assets are repaid faster. This gives rise to mismatches in fundingon
the balance sheet. The balance sheetstructure andrisks are managed and monitored by ALCO. We use judgment
and pastbehavioral performance of each asset and liability class to forecast our likely cash flow requirements.
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Assets

Loans and advances to
banks andsimilar
institutions.................
Investment securities
—available forsale ....
Loans and advances to
CUSTOMErS ..oovvveerae,
Derivative financial
instruments................
Otherfinancial assets
Total financial assets

Liabilities

Shares ..o,
Deposits frombanks.
Otherdeposits...........
Secured funding—
ABSand covered

Derivative financial
instruments................
Other financial
liabilities.........cooveeee.
Subordinated
liabilities........cecvvveeee.
Subscribed capital®..
Total financial
liabilities .......couove....
Off balance sheet
commitments®.........
Net liquidity
difference..................
Cumulative liquidity
difference..................

As at April 4,2020

Not more
than one 1-3 3-12 More than
month® months months 1-5years  5years Total
(£ million)

13,748 - - - - 13,748
2,832 - - - 804 3,636
18 495 620 5,088 13,783 20,004
33 77 594 1,840 2,227 4,771
25 65 396 942 346 1,774
2,856 1,395 6,348 32,253 158,126 200,978
19,512 2,032 7,958 40,123 175,286 244911
139,870 1,205 5,840 11,596 1,180 159,691
3,610 1,202 6,000 11,000 - 21,812
2,164 377 1,921 20 - 4,482
5 2 3 19 - 29
242 26 4,497 13,487 6,703 24,955
150 2,673 941 4,616 2,628 11,008
152 95 89 295 1,293 1,924
32 - 731 2,577 5,977 9,317
1 1 1 - 250 253
146,226 5,581 26,023 43,610 18,031 233,471
11,416 - - - - 11,416
(138,130) (3,549) (12,065) (3,487) 157,255 24
(138,130)  (141,679) (153,744) (157,231) 24 -
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As at April 4,2019

Not more
than one 1-3 3-12 More than
month® months months ~ 1-5years  5years Total
(£ million)
Assets
Cash ..o, 12,493 - - - - 12,493
Loans and advancesto
banks.....covevviieiinnnns 3,363 - - - 646 4,009
Investment securities
—available forsale .... 16 20 476 6,529 9,193 16,234
Loans and advancesto
CUSTOMESS ...ooovvee 3,024 1,393 5,959 31,852 156,823 199,051
Derivative financial
instruments................ 18 127 132 1,718 1,567 3,562
Otherfinancial assets ) 4 63 203 143 411
Total financial assets
.................................... 18,912 1,544 6,630 40,302 168,372 235,760
Liabilities
Shares ....ccceevvevvnne, 131,451 3,039 7,027 11,312 1,140 153,969
Deposits frombanks. 3,026 1 122 17,000 - 20,149
Otherdeposits........... 2,295 625 2,138 16 - 5,074
Secured funding—
ABSand covered
bonds ..., 1,183 887 421 12,121 5777 20,389
Seniorunsecured....... 43 4,890 4,957 2,396 3,267 15,553
Derivative financial
instruments................ 36 118 43 196 1,200 1,593
Otherfinancial
liabilities.........cccoueenee. - @ ) (14) - ()]
Subordinated
liabilities.......cccoeueee. 18 - 57 1,418 5,213 6,706
Subscribed capital®.. 1 1 1 - 247 250
Total financial
liabilities ........coeuu.... 138,053 9,560 14,764 44,445 16,844 223,666
Off balance sheet
commitments®.......... 12,956 - - - - 12,956
Net liquidity
difference.................. (132,097) (8,016) (8,134) (4,143) 151,528 (862)
Cumulative liquidity
difference......ccouuene. (132,097)  (140,113) (148,247)  (152,390) (862) -
Notes:

i. Theanalysis excludes certain non-financial assets (including property, plant and equipment, intangible assets, other assets, deferred
tax assets and accrued income and prepaid expenses) and non-financial liabilities (including provisions for liabilities and charges,
accruals and deferred income, current tax liabilities and other liabilities). The retirement benefit surplus/deficit and lease liabilities
have also been excluded.

ii. Due less than one month includes amounts repayable on demand.
iii. The principal amount for undated subscribed capital is included within the due after more than five years column.

4) Offbalance sheet commitments include amounts payable on demand for undrawn loan commitments, customer overpayments on
residential mortgages where the borrower can draw down the amount overpaid, and commitments to acquire financial assets.
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The following is an analysis of gross undiscounted contractual cash flows differs fromthe analysis of
residual maturity due to the inclusion of interest accrued at current rates for the average period until maturity, on
the amounts outstanding at the balance sheet date.

For the year ended April 4,2020

Not more
Gross contractual than one 1-3 3-12 More than
cashflows month® months months  1-5years  5years Total
(£ million)
Shares ....coeveveveeeeennne 139,870 1,260 5,987 11,955 1,180 160,252
Deposits frombanks... 3,610 1,206 6,011 11,005 - 21,832
Otherdeposits............. 2,164 382 1,923 20 - 4,489
Secured funding— ABS
and covered bonds...... 247 34 4,731 14,115 6,609 25,736
Seniorunsecured......... 151 2,681 1,057 5,035 2,621 11,545
Subordinated liabilities 36 - 945 3,464 6,304 10,749
Subscribed capital
(noteii) 1 1 11 53 255 321
Total non-derivative
financial liabilities 146,079 5,564 20,665 45,647 16,969 234,924
Derivative  financial
instruments..........c....... - - - - - -
Gross settled derivative
outflows (1,124) (967) (1,621) (6,912) (5,915) (16,549)
Gross settled derivative
inflows 1,101 928 1,534 6,533 5,605 13,664
Gross settled
derivatives—net flows (23) (39) (87) (389) (310) (870)
Net settled derivative
liabilities (70) (175) (732) (2,238) (1,224) (2,366)
Total derivative
financial liabilities (93) (214) (819) (2,627) (1,534) (5,287)
Total financial
liabilities .....ccoovvvenne, 145,986 5,350 19,846 43,020 15,435 229,637
Off-balance sheet
commitments®........... 11,416 - - - - 11,416
Total financial
liabilities  including
off-balance sheet
commitments.............. 157,402 5,350 19,846 43,020 15,435 241,053
For the year ended April 4,2019
Not more
Gross contractual than one 1-3 3-12 More than
cash flows month® months months ~ 1-5years  5years Total
(£ million)
Shares ....ccoveveveeeeennnnn, 131,451 3,098 7,160 11,668 1,141 154,518
Deposits frombanks... 3,026 32 215 17,221 0 20,494
Otherdeposits............. 2,295 630 2,140 16 0 5,081
Secured funding—
ABSand covered
bonds ..., 1,199 835 543 11,806 5,901 20,284
Seniorunsecured......... 43 4,670 5,312 2,908 3,486 16,419
Derivative financial
instruments................. 20 0 226 1,495 6,412 8,153
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For the year ended April 4,2019

Not more
Gross contractual than one 1-3 3-12 More than
cashflows month® months months  1-5years 5years Total
(£ million)
Subordinated
liabilities........cccccvvenneee. 1 1 11 81 217 311
Subscribed capital®.... 138,035 9,266 15,607 45,195 17,157 225,260
Total financial
liabilities ..o
Off-balance sheet
commitments®............ 12,956 - - - - 12,956
Total financial
liabilities including
off-balance sheet
commitments.............. 150,951 9,061 15,155 43,835 15,978 234,980
Notes:
1) Due less than one month includes amounts repayable on demand.
) The principal amount for undated subscribed capital is included within the due more than five years column.
3) Off-balance sheet commitments include amounts payable on demand for undrawn loan commitments, customer overpayments on

residential mortgages where the borrower is able to draw down the amount overpaid and commitments to acquire financial assets
Fair values of financial assets and liabilities

The following table summarizes the carrying amounts and fair values of those financial assets and
liabilities not presented onour balancesheets at fair value:

For the year ended April 4,2020

Carrying value Fair value
(£ million)

Financial assets
Loans and advancesto banks..........cccoeeviviinicnsinnnn, 3,636 3,636
Investment Securities — Amortized Cost 1,625 1,594
Loans and advances to customers:
Residential mOrgages .......coovveerreeerrereserrsreseneens 188,516 190,580
Consumerbanking......c.ocvveveeeerersessressesesesssseses 4,500 4,452
Commercial and otherlending..........cccoovvvvvvervirinn, 7,834 8,010
B o] = R 206,111 208,272
Financial liabilities
SNATES .ot 159,691 159,891
Deposits frombanks..........cccooveevvvcesisvsecesenes 21,812 21,810
OtherdepositS ..o 4,482 4,483
Debt SECUNEIES INISSUB.......cviveeeeeesereiee e 35,963 36,014
Subordinated liabilitiesS..........cocevvviiiicceciceere s 9,317 8,658
Subscribed capital.........c.cooeernirinrne s 253 230
B o] = 231,518 231,086

For the year ended April 4,2019

Carrying value Fair value
(£ million)
Financial assets
Loans and advancesto banks.........ccoeevvvevivecesesee s 4,009 4,009
INVESTMENE SECUITLIES . . .. v vt ettt ettt e, 1,656 1,651

Loans and advances to customers:
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For the year ended April 4,2019

Carrying value Fair value
(£ million)
Residential mortgages ......cccoveevesscssseeeeeeeresesenenns 185,734 186,151
Consumerbanking........ccccoueeenveiennnsese s 4,168 4,104
Commercial 1eNding ......ccoovevrrieeirrre s 9,020 8,973
L] =1 OO 204,587 204,883
Financial liabilities
SRAIES .ot e e 153,969 153,989
Deposits frombanks..........ccovevvnccinnirneces s 20,149 20,149
OtherdepoSitS ... 5,074 5,074
Debt SECUNLIES INISSUB...c.vivieeeeiseeei st 35,942 36,720
Subordinated liabilities ... 6,706 6,681
SUDBSCDEA CAPILAL........vvveeooereeeeeeeesee e 250 235
L 222,090 222,848
Note:
1) The tables above exclude cash for which fair value approximates to carrying value.

Loans and advances to banks

The fairvalue of loansand advances to banks is estimated by discounting expected cash flows at a market
discountrate. The carrying amountis considered a reasonable approximation of fair value.

Loans and advances to customers

The fair value of loans and advances to customers is estimated by discounting expected cash flows to
reflect current rates for similar lending.

Consistent modeling techniques are used across the differentloan books. The estimates take into account
expected future cash flows and future lifetime expected losses, based on historic trends and discount rates
appropriate to the loans, to reflect a hypothetical exit price value on an asset by asset basis. Variable rate loans
are modeled on estimated future cash flows, discounted at current market interest rates. Variable rate retail
mortgages are discounted at the currently available market standard variable interest rate (the “SVR”’) which, for
example, in the case of our residential base mortgage rate (the “BMR”) mortgage book, generates a fair value
lower than the amortized cost valueas those mortgages are priced belowthe SVR.

For fixed rate loans, discount rates have been based on the expected funding and capital cost applicable
to the book. When calculating fair values onfixed rate loans, no adjustmenthas been made to reflect interest rate
risk management through internal natural hedges or external hedging via derivatives.

Shares, depositsandborrowings

The estimated fair value of deposits with no stated maturity (including non-interest bearing deposits) is
the amount repayable on demand. The estimated fair value of fixed interest rate shares, deposits and other
borrowings without quoted market price represents the discounted amount of estimated future cash flows based
on expectations of future interestrates, customer withdrawals and interest capitalization. For variable interest rate
deposits, estimated future cash flows are discounted using current market interestrates for new debts with similar
remaining maturity. For fixed rate shares and deposits, the estimated future cash flows are discounted based on
market offer rates currently available forequivalentdeposits.
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Debt securitiesinissue

The estimated fairvalues of longer dated liabilities are calculated based on quoted market prices where
available or using similar instruments as a proxy for those liabilities that are not of sufficient size or liquidity to
have an active market quote. For those notes, where quoted market prices are not available, a discounted cash
flow modelis used basedon a currentyield curveappropriate for the remaining termto maturity.

Subordinated liabilities and subscribed capital

The fair value of subordinated liabilities and subscribed capital is determined by reference to quoted
market prices of similar instruments.

Fairvalue measurement

The following table provides an analysis of financial assets and liabilities held on our balance sheet at
fair value, groupedintolevels 1to 3based on the degreeto which thefair value is observable:

For the year ended April 4,2020

Lewel 10 Lewel 2@ Lewel 3G Total
(£ million)

Financial Assets

Investment securities................... 17,480 881 5 18,379
Investments in equity shares....... - - 13 13
Derivative financial instruments. - 4771 - 4771
Loans and advances to customers - - 128 128
B o] v= 17,480 5,652 146 23,278
Financial Liabilities

Derivative financial instruments. - (1,924) - (1,924)
Total - (1,924) - (1,924)

For the year ended April 4,2019

Lewel 10 Lewl 2@ Lewel 3G Total
(£ million)

Financial Assets

Investment securities—AFS ......... 13,508 989 62 14,559
Investments in equity shares......... - - 19 19
Derivative financial instruments... - 3,562 - 3,562
Other financial assets ................... - - 129 129
LI L 13,508 4,551 210 18,269
Financial Liabilities

Derivative financial instruments... - (1,593) - (1,593)
Total ... - (1,593) - (1,593)

Notes:

1) Level 1:  Fairvalue derived from unadjusted quoted prices in active markets for identical assets or liabilities, e.g. G10 government
securities.

) Level 2:  Fair value derived from inputs other than quoted prices that are observable for the asset or liability, either directly (i.e
a price) or indirectly (i.e. derived from prices), e.g. most investment grade and liquid bonds, ABS, certain CDOs, CLOs and OTC
derivatives.

3) Level 3: Inputs for the asset or liability are not based on observable market data (unobservable inputs), e.g. private equity
ibr;\:]eds;ments, derivatives including an equity element, deposits including an equity element, some CDOs and certain ABS and
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Other financial assets represent fair value movements in mortgage commitments entered into where a
loan has not yet been made. Wefair value a portion of the mortgage commitments on the balance sheet.

Our Level 1 portfolio comprises governmentand other highly rated securities for which traded prices are
readily available. Asset valuations for Level 2 investment securities are sourced fromconsensus pricing or other
observable market prices. None ofthe Level 2 investment securities are valued usingmodels. Level 2 derivative
assetsand liabilities are valued using observable market data forall significantvaluationinputs.

Instruments move between fair value hierarchies primarily due to increases or decreases in market
activity orchanges to the significance of unobservable inputs to valuation, and are recognized at the date of the
event or change in circumstances which caused the transfer. There were no transfers between the Level 1 and
Level 2 portfolios during the year.

The main constituents of our Level 3portfolio are as follows:

Loans and advances to customers

Certain loans and advances to customers havebeen classified as FVTPL. Level 3 assets in this category
include a closed portfolio of residential mortgages and a small number of commercial loans. During the year ended
April 4, 2019, a portfolio of residential mortgages was transferred from Level 3 to Level 2 after a market price
was obtained. These assets were subsequently sold.

Investment securities

The Level 3items in this category primarily include £14 million (2019: £18 million) ofinvestments made
in Fintech companies and £4 million (2019: £62 million) of investments in industry -wide bankingand credit card
service operations.

Derivative financial instruments

During the yearended April 4, 2019, derivatives economically hedginga small closed portfolio of equity
release mortgages were settled uponsale of the associated loans.

The tables belowset out movements in the Level 3 portfolio, including transfers in and outof Level 3.
Lewel 3 portfolio — movements analysis

The table below analyzes movements in the Level 3portfolio:

For the year ended April 4,2020
Loans and advances to

customers Investment securities
(£ million)

As at April 4,2019 129 81
Gains/(losses) recognized in the income statement:

Net interest income/(expense) ............ 3 -

(Losses)/gains fromderivatives and hedge

ACCOUNEING..cvveeereieirciei e - 1
Otheroperatingincome.........ccccovveuenen. 7 11
Lossesrecognized in other comprehensive
INCOMEB. o

Fair value movement taken to members’

interestsandequity........c.cccovereerrnnne. - @
AdAiItioNS ..o - 6
DisposalS ......ccccovvvvviis e - (80)
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Settlements/repayments.........c.cocovveenenes
Transfersoutof Level 3 portfolio
Asat April4,2020......ccccouvvivivininininnns

For the year ended April 4,2020

Loans and advances to

customers Investment securities
(11) -
128 18

For the year ended April 4,2019

Net derivative
financial Loans and
Investments in instruments advances to
equity shares —liabilities customers
(£ million)
As at April 4,2018
(Loss)/gain recognized in the income
statement: 44 4 -
IFRS9 Transition® 1 - 247
As at April 5, 2018 45 4 247
Net interest (expense)/income .......... - - 8
Gains/(losses) fromderivatives and
hedge accounting..........ccceeevvevivenennn. 4 - -
Otheroperatingincome...........ccoe...... 15 2 6
Additions 18 - -
Settlements.....covvvrnininnnn, Q) 2 (21)
TransfersoutofLevel 3. - - (1112)
Asat April4,2019.....cccovivenin 81 - 129
Note:
1) Figures have been adjusted to reflect the impact of applying IFRS 9: “Financial Instruments” from April 5, 2018. Further
information is provided in note 1 to our audited consolidated financial statements as of and for the year ended April 4, 2019.
For the year ended April 4,2018
Net derivative
financial
Investments in instruments Other deposits —
equity shares — liabilities PEBs
(£ million)
As at April 4,2017 66 228 (810)
Gains/(losses) recognized in the income
statement:
Net interest income/(expense) ............ - 206 (210)
Losses/(gains) fromderivativesand
hedge accounting..........cccecvvvvverrnnnnen. - (232) 233
Otheroperatingincome.........c.cccouuu.... 26 - -
(Losses)/gainrecognized in other
comprehensive income:
Fair value movement taken to
members’ interests and equity ............ (18) - -
Settlements.......ocvenvnernrneee,
DisposalS ......ccccovvvvvsssssee e - (206) 787
TransfersoutofLevel3..........ccovveeee (30) - -
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For the year ended April 4,2018

Net derivative
financial
Investments in instruments Other deposits —
equity shares —liabilities PEBs
(£ million)
Asat April4,2018......ccovvvverrrieenn, 44 ()] -

Lewel 3 portfolio — sensitivity analysis

The table below provides sensitivity analysis of reasonably possible alternative valuation assumptions
for the assetsin the Level 3 portfolio:

For the year ended April 4,2020
Favorable Unfaworable

Fair value changes changes
(£ million)
Investment securities: 18 2 @
Loans and advancesto CUSLOMETS.........cccoueereerrererseernerenenns 128 4 (5)
L] = [T 146 6 (6)
For the year ended April 4,2019
Favorable Unfaworable
Fair value changes changes
(£ million)
Investment securities: 81 36 (39)
Net derivative financial INStruMents..........cccoceeeeeeeenenas 129 4 (5)
TOAL .. 210 40 (44)

Reasonable alternative assumptions applied take account ofthe nature of valuation techniques used, as
well as the availability and reliability of observable proxy and historic data. Thescenarios applied are considered
for each product and varied according to the quality of the data and variability of the underlying market.
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MANAGEMENT

Our business is under the control of our Board of Directors. Each director is elected annually by the
members. The executive directors are the Chief Executive and the Chief Financial Officer. All other directors are
non-executive directors. The business address of all of the directors and officers is Nationwide House, Pipers
Way, Swindon SN38 INW, England.

Under our rules, the Board of Directors must consist of not less than eight directors of whom not less
than five must be present at a Board meeting to forma quorum.

No potential conflicts of interestexist between any duties to us, as Issuer, ofthe persons on the Board of
Directors and their private interests or other duties.

Management and Director Changes

Chris Rhodes succeeded Mark Rennison as Chief Financial Officer of the Society on September 16,
2019, and Markretired fromthe Board.

Lynne Peacock retired fromher positionas the Senior Independent Director and Non -Executive Director
of the Society on December 31, 2019. On January 20, 2020, the Society announced that Kevin Parry, Non-
Executive Director, had succeeded Lynne as Senior Independent Director.

On March 10, 2020, the Society announced that Tony Prestedge had resigned fromhis positionas Deputy
Chief Executive and Executive Director following his acceptance of a senior role with Santander UK plk. As a
result of his resignation, Tony stepped down fromthe Board with immediate effect. The position of Deputy Chief
Executive will not be replaced, and Tony's accountabilities have been taken up by other members ofthe Society’s
senior leadership team.

Baroness Usha Prasharretired at the Society’s Annual General Meeting held on July 16, 2020 and will
continue to advise the Society on its diversity and community programs.

Directors

The following table presents information with respect to currentdirectors:

Name Date of Birth | Position Other Directorships
David Roberts September12, | Chairman Beazley plc
1962

Beazley Furlonge Limited
Campion Willcocks Limited
NHS England

NHS Improvement

Joe Garner June 23,1969 | Chief Executive | British Triathlon Foundation Trust
Officer
UK Finance
Chris Rhodes March 17, | Chief  Financial | Arkose Funding Limited
1963 Officer

at.home nationwide Limited

Derbyshire Home Loans Limited
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Name

Date of Birth

Position

Other Directorships

E-Mex Home Funding Limited

Jubilee Mortgages Limited

NBS Ventures Management Limited

First Nationwide

LBS Mortgages Limited

Nationwide Housing Trust Limited
Nationwide InvestmentNo.1 Limited
NMCl1Limited

Nationwide Syndications Limited
Staffordshire Leasing Limited

Silverstone Securitisation Holdings Limited
The Mortgage Works (UK) plc

UCB Home Loans Corporation Limited

Rita Clifton

January 30,
1958

Non-Executive
Director

Ascentialplc

Rita Clifton Limited

The Green Alliance Trust

Mai Fyfield

May 3, 1969

Non-Executive
Director

ASOSplc
BBC Commercial Holdings Limited
Roku Inc

Tim Tookey

July 17, 1962

Non-Executive
Director

Westmoreland  Court
(Beckenham) Limited
Royal London Mutual Insurance Society
Limited

Managenent

Kevin Parry

January 29,
1962

Non-Executive
Director
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KAH Parry Limited

The Royal London Mutual Insurance
Society Limited




Name Date of Birth | Position Other Directorships
Gunn Waersted March 16, | Non-BExecutive Petoro AS
1955 Director
Telenor ASA
Lukris InvestAS
Fidelity International (Bermuda)
Saferoad ASA
Albert Hitchcock January 16, | Non-BExecutive
1965 Director
Phil Rivett June 27,1955 | Non-Executive Standard Chartered Plc
Director
Biographies

David Roberts CBE

Chairman

David joined Nationwide on September 1, 2014 and took over as Chairman in July 2015. David combines
a distinctive blend of leadership experience across major listed corporations, the mutual movement, and public
service, including 35 years in financial services. He is a passionate champion of Nationwide’s social purpose and
of'the Society’s commitment to help improve the financiallives ofits members. David also strongly believes in

the economic value of commerce and the importance of rebuilding trustin big business.

Currentexternal positions include:

Chair, Beazley plc

Chair, Beazley Furlonge Limited

Vice Chair, NHS England

Assaociate non-executive director, NHS Improvement

Non-executive director, Campion Wilcocks Limited

Advisor Board member, The Mentoring Foundation Advisory Council

Member, Strategy Board, Henley Business School, University of Reading

Previous positions include:

Group Deputy Chair, Lloyds Banking Group plc

Executive director, Barclays Bank plc and CEO, International Retail and Commercial Banking
Chair and CEO, Bawag PSK AG

Non-executive director, BAA plc

Non-executive director, Absa Group SA
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Joe Garner

Chief Executive Officer

Joe joined Nationwide as CEO in April 2016. Joe’s career started with Proctor & Gamble and Dixons
Carphone. He later took on leadership roles and in 2004 was appointed as Head of HSBC’s Retail and Commercial
Bank in the UK. In 2014 he became Chief Executive Officer of Openreach, BT’s Infrastructure division. Since
Joe joined us as CEO in 2016, inspired by our principle of mutuality, we have grown our membership to a record
16.3 million, delivered £2.5billion in member financial benefit and continued to lead its peers on customer service.
Joe’s mission continues to be to inspire colleagues to remain true to our social purpose, using the power of the
collective to improve people’s lives.

Currentexternal positions include:
Director, UK Finance
Member, Financial Conduct Authority Practitioner Panel
Chair and Trustee, British Triathlon Trust
Member, Economic Crime Strategy Board
Co-chair, Inclusive Economy Partnership Financial Capability and Inclusion Steering Committee
Previous positions include:
CEO, Openreach
Deputy CEO, HSBC Bankplc
Head, HSBC’s UK Retail and Commercial Business
Non-executive director, Financial Ombudsman Service
Chris Rhodes
ChiefFinancial Officer

Chris joined Nationwide in April 2009 and was appointed Chief Financial Officer (CFO) in October
2019. He is a chartered accountant with over 30 years’ experience in retail and commercial banking, holding
senior leadership roles across finance, treasury, operations, retail distribution and risk management. Prior to his
appointmentas CFO, Chris was our Chief Product and Propositions Officer. This broad background means he has
a deep understanding of our business and the mutual business model and he is ideally placedto oversee our long-
term financial stability, ensuring thatwe continueto invest for the future on behalf of our members.

Currentexternal positions include:

Arkose Funding Limited

Silverstone Securitisation Holdings Limited
Previous positions include:

Trustee, National Numeracy

Director, Lending Standards Board Limited

Group Finance Director, Alliance and Leicester Group
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Deputy Managing Director, Girobank
Board of Director, Visa Europe

Rita Clifton CBE

Non-Executive Director

As a former CEO and Chair of brand consultancy Interbrand, Rita is an acclaimed brand expert. This,
and herbackground in consumer insight, help ensurethat member interests are central to Board business. Rita has

helped a wide range of iconic British organizations understand how to use research, marketing strategy and
communications to build sustainable brand value. She is also a committed advocate for environmental and
sustainability issues.

Currentexternal positions include:
Non-executive director, Ascential plc (previously known as EMAP plic)
Member, Assurance and Advisory Panel, BP’s carbon off-setting program
“Target Neutral”
Trustee, Green Alliance
Director, Rita Clifton Limited
Fellow, WWF-UK
Visiting Fellow, Said Business School, Oxford University
Previous positions include:
Non-executive director, ASOS plc
Chair, BrandCap
Director, Brandcap Group Limited
London CEO and Chair, Interbrand
Vice Chair, Saatchi & Saatchi
Non-executive director, Dixons Retail plc
Trustee, WWF (Worldwide Fund for Nature)
Non-executive director, Bupa
Non-executive director, Populus Limited
Member, the UK Government’s Sustainable Development Commission
Mai Fyfield
Non-Executive Director

Mai combines her experience as an economist and strategist with considerable commercial experience
to guide the Board’s strategic thinking and assessment of new opportunities and initiatives. She was Chief Strategy
and Commercial Officer at Sky until October 2018, where she led strategy and commercial partnerships across
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the Sky Group, an organization shejoinedin 1999. Maiis a champion of diversity and helpingwomen succeed in
senior management and Board positions.

Currentexternal positions include:
Non-executive director, Roku Inc.
Non-executive director, Asos Plc
Non-executive director, BBC Commercial Holdings Limited
Previous positions include:
Director, Jupiter Entertainment
Chief Strategy and Commercial Officer, Sky Group plc
Tim Tookey
Non-Executive Director

Tim is a chartered accountant with over 30 years’ experience in finance, across retail and commercial
banking, life assurance and pensions, andinsurance. As a former Chief Financial Officer, Tim has the background
and expertise to analyze and testthe Society’s financial and ris k strategies.

Currentexternal positions include:
Non-executive director, Royal London Mutual Insurance Society Limited
Director, Westmoreland Court Management (Beckenham) Ltd
Previous positions include:
Chief Financial Officer, Quilter plc (previously knownas Old Mutual Wealth Management Limited)
Chair, Alliance Trust Savings Limited
Chief Financial Officer, Friends Life Group Limited
Group Finance Director, Lloyds Banking Group
Finance Director, Prudential plc’s UK business
Kevin Parry OBE
Non-Executive Director

Kevin is a chartered accountant with a distinguished career in financial services and professional practice,
bringing tothe Board expertise in audit, regulation, risk management, and finance. As a former Chair of the Homes
and Communities Agency, his perspective on housing is a valuable asset to the Society. He is Chair of Royal
London, thelargestmutual insurer in the UK. He was a trusteeand former Chair of the Royal National Children’s
SpringBoard Foundation, a charity providing life transforming opportunities through education to disadvantaged
children.

Currentexternal positions include:
Chair, Royal London Group

Non-executive directorand Chair ofthe Audit and Risk Committee, Daily
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Mail and General Trust plc
Director, KAH Parry Limited
Previous positions include:
Chair, Intermediate Capital Group plc
Trustee, Royal National Children’s Springboard Foundation
Chief Financial Officer, Schroders plc
Chief Executive Officer, Management Consulting Group plc
Managing Partner, Information Communications and Entertainment, KPMGLLP
Senior Independent Director, Standard Life Aberdeen plc
Gunn Waersted
Non-Executive Director

Gunn has adistinguished international career, including senior leadership positions in financial services,
telecommunications and petrochemicals. She brings to the Board vast experience of driving large-scale
operational, cultural change and digital transformation programs to improve customer experience. She is a strong
advocate oftheneedforstrong people cultures and creating genuinely diverse organizations.

Currentexternal positions include:
Chair, Telenor ASA
Chair, Petoro AS
Member, Fidelity International.
Non-executive director, Saferoad Holding ASA
Previous positions include:
CEO, Wealth Management Division, CEO of Nordea Bank Norway and
Executive Vice Presidentat Nordea Bank Group
CEO, Vital Forsikring and Executive Vice Presidentof DnB
Chair, Ferd and BI
Non-executive director, Statkraft, Statoil
CEO, Sparebank 1 Group
Albert Hitchcock
Non-Executive Director

Albertis a leader in information technology with over 30 years in thetechnology industry. His experience
is ofhuge value to the Society aswe continue ourambitious transformation programto meet the expectations of
ourmembers today and in the future.
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Currentexternal positions include:
Chief Technology and Operations Officer, Pearsonplc
LLP Member, Cumberland House BPRA Property Fund LLP
Previous positions include:
Technology Advisorto the Board, Royal Bank of Scotland plc
Group Chief Information Officer, Vodafone plc
Global Chief Information officer, Nortel Networks
PhilipRiwett
Non-Executive Director

Philip is a Chartered Accountant with over forty years’ experience of professional accountancy and audit
with a focus on banks and insurance companies. He brings to the Board a wealth of experience advising major
financial services providers in the UK and globally; he has an exceptional leadership track record advocating a
collaborativeand inclusive approach.

Currentexternal positions include:

Non-executive director, Standard Chartered Plc
Previous positions include:

Global Chair, Financial Services Group, PricewaterhouseCoopers LLP
Committees of Our Board of Directors

Our Board of Directors operates through its meetings andthroughits five main committees, the Audit
Committee, the Nomination and Governance Committee, the Remuneration Committee, the Board IT and
Resilience Committee and the Board Risk Committee. To the extent that matters are notreserved to our Board of
Directors, responsibility is delegated to the Chief Executive Officer, who is assisted by the Nationwide Leadership
Team (NLT) and the Executive Risk Committee.

The Audit Committee provides oversight and advice to the Board in respect of among other things,
financial reporting, financial crime, internal and external audit, and the adequacy and effectiveness of intemal
controlsand risk managementsystems.

The purpose of the Nomination and Governance Committee is to assist the Chairman in keeping the
compositionofthe Board under review, making recommendations to the Board on succession planning, executive
levelappointments and leading the appointments process for nominations to the Board. The Committee oversees
the implementation ofthe Society’s Equality, Inclusion and Diversity strategy and objectives. Italso reviews the
Board’s governance arrangements and makes recommendations to the Board to ensure that the arrangements are
consistentwith best practice.

The Remuneration Committee is responsible for determining and agreeing with the Board the
framework or broad policy for remuneration of the Chairman, the directors and other senior executives of the
Society including employees who are identified as material risk takers under the PRA Remuneration Code. It
determines, within the terms of the agreed policy, the specific remuneration packages for these roles. The
Committee also reviews the ongoing appropriateness and relevance ofthe remuneration policy across the rest of
Nationwide.
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The Board IT and Resilience Committee provides oversight and advice to the Board onthe Society’s IT
strategy, IT architecture, IT operating model effectiveness, delivery performanceand resilience controls, including
cyberrisk, as well as overseeing the Society’s data management strategy.

The purpose ofthe Board Risk Committee is to provide oversight and advice to the Board in relation
to current and potential future risk exposures and future risk strategy, including determination of risk appetite. In
addition, the Committee is responsible for monitoring compliance oversight, and the effectiveness of the
Enterprise Risk Management Framework (“ERMF”). It also advises the Remuneration Committee on any risk
adjustments to be made, including risk appetite, risk monitoring, and risk adjustments to remuneration.

Management Committees

The Nationwide Leadership Team is our key operational committee which oversees the day-to-day
operations of our business. This Committee meets weekly, reviews all matters that are to be presented to the Board
of Directors, and is composed of our Chief Executive Officer, Chief Financial Officer and the Society’s senior
leadershipteam(this includes the Chief Internal Auditor who is an attendee of the Committee).

The Weekly Heartbeat Committee reports to the Executive Committee and reviews the end-to-end
performance of our product and service propositions and agrees actions in order to meet the organization's strategic
objectives. The Committee’s membership is wide ranging and comprises of senior leaders fromacross the Society
including the second line.

The Executive Risk Committee, which meets on average once a month, is responsible for ensuring a
coordinated approach across all risks and oversight of the risk committees. The Committee’s members hip
comprises the CEO, the CFO and anumber of other members ofthe NLT. It is chaired by the Chief Risk Officer.
The risk committees comprise the:

o ALCO (Assetsand Liabilities Committee);

o Credit Committee

. Model Risk Oversight Committee (formerly Risk Oversight Committee);
) Operational Risk Committee; and

) Conduct& Compliance Committee.

ALCO determines and amends the Society’s approach to financial risk and sets thresholds for
endorsement by the Executive Risk Committee and approval by the Board. It manages the financial risk profile
of the Society in accordance with the Enterprise Risk Management Framework, Board Risk Appetite, Society
Strategy andthe Financial Plan.

ALCO comprises the Chief Financial Officer (Chair), Chief Executive Officer, Chief Products and
Marketing Officer, Chief Risk Officer, Director of Treasury, Deputy Chief Financial Officer and the Chief Credit
Officer. For more information about ALCO, see thesection entitled “Financial Risk Management.”

The Credit Committee is responsible for determining and amending the Society’s attitude to lending
risk and set thresholds for endorsement by the Executive Risk Committee and the Board Risk Committee. It also
manages the lending risk profile of the Society in accordance with the Enterprise Risk Management Framework,
Board Risk Appetite, Society Strategy and the Financial Plan.

The Committee’s membership comprises the Chief Credit Officer (Chair), Chief Risk Officer, Chief
Products and Marketing Officer, Chief Financial Officer, Head of Secured Credit Risk, Head of Unsecured
Portfolio Management, Head of Property and Underwriting Risk Services, Director of Modelling, Head of
Commercial and Treasury Credit Risk and Director of Treasury. For more information about the Credit
Committee, see the section entitled “Financial Risk Management—Credit risk.”
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The Model Risk Owersight Committee is responsible for overseeing the model risk profile of the
Society, assessing whether models are fit for purpose and reviewing and challenging the Society’s 1st Line use
and managementof models to manage the risk.

The Committee is comprised of the Head of Model Risk Oversight: Credit, Head of Model Risk
Oversight; Finance & MRM, Head of Financial and Strategic Risk, Head of Market, Liquidity and Solvency Risk;
and Head of Retail Lending.

The Operational Risk Committee is responsible for monitoring operational risk exposures of the
Society in accordance with the Enterprise Risk Management Framework, Operational Risk Management
Framework, Board Risk Appetiteand Society Strategy. It ensures that controls over operational risks are designed
and operating effectively and thatactions address control deficiencies and are implemented in a timely manner. It
also informs the Executive Risk Committee and the Board Risk Committee of the Society’s operational risk and
control profile, including presenting options forimprovingthe riskand control environment.

The Committee’s membership comprises the Director of Risk & Operational Resilience, Director of
Retail Risk, Director of Reward and Pensions Strategy, Director of Financial Controls & Operations, Director of
Shared Servicesand Director of Fraud.

The Conduct & Compliance Committee oversees the Society’s progress and implementation of
significant conduct and compliance activity. It supports the Executive Risk Committee and the Board Risk
Committee with the creation of and challenge to the Society’s conduct and compliance risk thresholds. It ako
oversees the review and management ofthe Society’s conductand compliance risk and incident exposures.

The Committee’s membership comprises of the Director of Change Risk & Compliance, Director of
Regulated Advice, Chief Product and Marketing Officer, Chief People Officer, Compliance Director, Director of
Home Proposition, Director of Member Services & Complaints, Director of Risk & Operational Resilience,
Director of Shared Services, Director of Nationwide Digital, Head of Member Vulnerability Access & Inclusion
and Director of Product Operations.

Compensation

For the year ended April 4, 2020 the aggregate amount of compensation that we paid to the Board of
Directors as a group totaled £1.98 million. From April 2014 we have operated a performance pay plan for
Directors which features deferral periods of up to 5 years on some elements and only pays out if performance
targets are met under a broad range of individual, strategic and financial corporate metrics. For performance
periods commencing from April 2016 onwards, the time horizon for payments of awards has been extended in
response to changing regulatory requirements, such that awards are deferred for betweenthree and seven years.
The Remuneration Committee sets the performance targets each year. From April 2017 to April 2019, the
maximum award under this scheme each year for the Chief Executive is 152% of base salary and for other
executive directorsis 112% of salary. Previous maximums were 160% and 120% respectively . Forawards made
in 2020/21, the maximum variable pay opportunities (including both the upfront and deferred elements) have been
reduced to: 51% of base salary for the Chief Executive and 37% of base salary for the executive directors. For
these awards, 37% and 29% of base salary is payable for target performance for the Chief Executive and other
executive directors respectively.

In addition, executive directors receive other benefits including a car allowance, access to shared drivers
when required, healthcare, and insurance benefits.

Directors’ Loans

As at April 4, 2019, we had loans to directors or persons connected to directors totaling £0.56 million.
All of these loans were granted in thenormal course of business and were largely made up of residential mortgage
loans andbalances on credit cards. While Nationwide previously offered directors and other employees’ discounts
on residential mortgage loans, these offers have been ceased. Some such loans originated before the offer cessation
date may still be extant.

We maintain a register containing the details of all loans, transactions and other arrangements made
between our directors (and persons connected with our directors) and Nationwide or its subsidiaries. This register
is available forinspection at our annual general meetings and during normal business hours atour principal office
during the 15days prior to our annual general meeting.
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Management Employee Pension Schemes
Executive directors (Joe Garner and Chris Rhodes) receive a cashallowance in lieu of pension.

Related-Party Transactions

For information on transactions with related parties, see note 35to ouraudited condensed consolidated
financial statements incorporated by reference herein.
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COMPETITION
Industry Background

Our main competitors are the five largest UK banking groups. In addition we also compete with a range
of other smaller banks, with other building societies and with insurance companies. In recent years, new
competitors have emerged in all areas of the UK personal financial services market where evolving technology
and innovation have widened the range of competitive threats. A description of the traditional types of
organizations with which we continueto compete as well as a description of certain new competitors is set forth
below.

Major UK Banks

The UK financial services market is dominated by the five largest banking groups, namely Lloyds
Banking Group, Royal Bank of Scotland, Barclays, HSBC and Santander UK. Theseare our principal competitors
in our core mortgages, savings and personal account markets.

In the recent past, prior to the coronavirus pandemic, mortgage competition was being driven by certain
ring-fenced banks as they deployed surplus liquidity in lending markets. They had a further advantage fromthe
lower cost of their deposits which stemmed from their significant market shares in low/zero cost transactional
balances associated with personal current accounts.

In personal current accounts, and their associated non-rate-sensitive deposit balances, the scale of the
existing customer bases and strategic investmentprograms of these banks makes themprime competitors.

Smaller UK Banks

We also compete with a series of smaller UK banks that have emerged as challengers to the industry
leaders (e.g. TSB, CYBG, Co-op Bank and Metro Bank). While typically relatively small, some of these banks
have sought rapid expansion via aggressive pricing, low cost operating models and by use of digital and
intermediary distribution aided by the absence of legacy IT and other issues. We have been unable to offset the
scale advantages of the largestbanks.

Building Societies

Overthe past 30years, many building societies have merged with other building societies or, in a number
of cases, transferred their businesses to the subsidiary of another mutual organization or demutualized and
transferred their businesses to existing or specially formed banks. As a result, the number of building societies in
the United Kingdomhas fallen from 137 in 1985 to 43 as at April 4, 2020. Building societies today continue to
hold an importantshare of the UK mortgage and savings market. For further information about the UK residential
mortgage market and UK retail deposit market see below.

UK Insurance Companies

The UK insurance industry is dominated by large general and life insurance companies originating a
range of products, distributed through building societies, banks, direct sales forces and independent financial
advisors.

Other Competitors

A number of large retailers sell financial services to their customers, often through co-operation
arrangements with existing banks and insurance companies. Retailing groups, namely Tescoand Sainsbury, have
entered the market as manufacturers of financial service products in their own right. In addition, foreign banks,
investment banks, insurance and life assurance companies have at various times been active in UK personal
financial services, particularly the mortgage and retail savings markets, and a humber of companies have
expressedadesire to enter the market.
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The growth of internetprice comparisonsites has enabled consumers to have access to information that
has increased price competition particularly in certain insurance markets. Online automated advice is likely to
have an increasing impacton investment and protection markets. Companies are using low costtelephone, intemet
and mobile distribution channels to offer competitively priced retail savings accounts, mortgages and other
financial products. The internet and mobile communications technology provide opportunities for further
competition fromorganizations fromoutside the traditional banking sector. This includes new banks specifically
providing mobile-phone based banking (e.g. Starling, Atomand Monzo) and large technology companies either
already usingtheir core businesses as a platformfor financial services, particularly in the payments arena, or being
in a strong position to do so in the future should they choose to (e.g. the so-called Tech Giants). The continued
development of the intermediary sectoralso allows new entrants to gain access to the UK mortgage market and
increase price based competition on larger mortgage lenders. Competition regulation has and may eventually
furtherassist potential entrants if it enforces the breakup of some of the larger participants or the sale of thosein
public ownership.

The UK Residential Mortgage Market

The table belowsets outinformation for the lastthreeyears concerning year-end balances of UK lending
securedon residential property and the proportions held by building societies, banks and us:

Our share of
Banks & total UK
Total Building residential
Year ended December 31, Balances™® Societies® Others mortgages®
(£ billion, except percentages)
2019 1,453.3 86.3% 13.7% 13.0%
2018.....oiiee 1,408.8 85.8% 14.2% 13.0%
2017 o 1,369.5 87.2% 12.8% 12.8%
Note:
1) Source: Bank of England, except for information regarding our balances which are taken from our own data. Building society

figures include our own balances.

Althoughthe overall size of the new mortgage market has shrunk considerably since 2007, the nature of
competition is essentially unchanged, in that it involves defending the existing stock of balances and competing
for the flowof new lending.

Competition for new lending remains fierce and is driven by first-time buyers or next-time buyers
remortgaging, changing homes or extending their mortgages. The majority of this is for residential purposes; there
has been a softening in BTL following taxreforms and in responseto changes in underwriting standards. Mortgage
activity across the UK fell during the period of March 2020 to June 2020 as a result of lockdown measures imposed
by the UK government in response to the Covid-19 pandemic, however, as of August 2020 there are signs that
mortgage activity is recovering. There has been a decline in the proportion of the UK population owning their
own homes, froma peak of around 71% in 2003 to around 64% in 2019 (source: English Housing Survey). The
aftermath of the global financial crisis is stillevidentin the mortgage market, with more limited credit availability
at higher LTV ratios, although this has improved in recent years. For further information, see “Risk Factors—
Risks Related to Our Business—Changes to interest rates or monetary policy, whether by the UK, US or other
central banking authorities, could affect the financial condition of our customers, clients and counterparties,
which could in turnadverselyaffect us.” Competitionis driven by a combination of price, risk profile and access
to funding by lenders.

Our market share of gross advances of 11.4% during the year ended April 4, 2019 was slightly below
ourparshare of 13.0% as at January 1, 2019.
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The UK Retail Deposit Market

The UK retail deposit market is dominated by banks, building societies and NS&I. Below is a table
breaking down the total UK retail deposit market by type of financial institution compiled fromdetails published
by the Bank of England:

Banks’ &
Building
societies’ share Our share of
Total UK retail of total UK total UK
Year ended December 31, deposits® retail deposits® Others® retail deposits®
(£ billion, exceptpercentages)
2019, 1581.3 88.9% 11.1% 9.9%
2018....cccieee e 15214 89.1% 10.9% 10.1%
2017 e 1,473.0 89.6% 10.4% 10.0%
Note:
1) Source: Bank of England, except for information regarding our balances which are taken from our own data.

The UK retail deposit market has become an increasingly commoditized market driven primarily by
price, particularly for the flow of newmoney that generally seeks the mostattractive rates available. However the
bank failures of 2007 and 2008 and the limits of the FSCS appear to have led some customers to spread their
savingsacross a number of different companies. Older deposit balances have traditionally subsidized the cost of
new retail deposits, primarily reflecting customer inertia.

In the last few years, competition for UK retail deposits has increased as new participants, such as foreign
banks, supermarkets, insurance/life assurance companies and direct online banking providers have entered the
market by offering attractive rates of interest. These new entrants have caused the cost of attracting new retail
depositsto increase forexisting players in the market and have impacted the flow of new retail deposits.

We believe thatincreased consumer awarenessdriven by the pressandincreased competition h as created
potentially greater volatility of retail deposit balances both between different organizations and between different
accounts within organizations. This, in turn, has resulted in a reduction in the differential between rates paid to
existing and new balances as customers transfer to high rate accounts and organizations aimto retain existing
balances.

In this context our deposit balances grew by £5.7 billion in the yearended April 4, 2020.
Competitive Outlook

Prior to the coronavirus pandemic, while some weaknesses remained, the major banks had largely
completed the process of financial repair upon which they embarked following the financial crisis. The end of
significant costs for PP1 customer redress and the completion of costly and disruptive ring-fencing re-organization
had also left this group better able to compete and in recent years the major banks had begun to compete more
aggressively.

With the onsetofthe coronavirus pandemic, despite the availability of cheap Bank of England funding,
the sharp fall in Base Rate has compressed the net interest margins of the ring-fenced banks, which, with their
cost of deposits already very low, are left with less scope than other competitors to widen deposit spreads.
Additionally, the ring-fenced banks, with their large corporate and consumer finance loan exposures, face the
possibility of significant credit losses in the face of economic weakness in the aftermath of the pandemic.
Consequently, it remains unclear whether this mortgage pricing environment will endure, influenced as it is by
the level of competitors’ confidence in the economic outlook and strength of any recovery in their financial
performance.
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Competition for personal current accounts also looks set to remain intense as regulatory measures to
allow customers to switch provider more easily are accompanied by increased appetite by providers to grow, or
at least maintain, a currentaccount base as a driver of active customer relationships. Investment in new digital
capabilities will continue at high levels, as major participants look to compete digitally againsttheir existing peers
and to frustrate newer entrants and fintech innovators as they urgently seek to establisha volume base to secure
their financial viability .
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SUPERVISION AND REGULATION
EUROPEAN UNION LEGISLATION

The framework for supervisionand regulation of bankingand financial services in the UK has been, and
continues to be, heavily influenced by European Union legislation. The Basel Il reform package (a regulatory
capital and liquidity framework approved by the Basel Committee in 2011) has been implemented in the EEA
through the Capital Requirements Regulation (575/2013) (“CRR”) and the associated directive, the Capital
Requirements Directive (2013/36/EU) (the “CRD”) (together, the “CRD IV”), which was published in the
Official Journal of the European Union on June 27, 2013. The CRR establishes a single set of harmonizd
prudential rules for financial institutions and certain minimumcapital and liquidity standards whichapply directly
to all credit institutions in the EEA, with the CRD containing less prescriptive provisions which (unlike the CRR,
which applies across the EEA without the need for any implementing legislation at member-state level) are
required to be transposed into national law. CRD IV reinforces capital standards and establishes a leverage ratio
“backstop.” Full implementation began from January 1, 2014, with particular elements being phased in over a
period oftime. The requirements largely became effective by 2019, although some minor transitional provisions
provide for phase-in of certain requirements until 2027. As CRD IV permits the exercise of certain national
discretion, the final rules and the timetable for its implementation in each jurisdiction may be subject to some
level of national variation. The Basel Committee has also published certain proposed revisions to the securitization
framework, including changes to the approaches to calculating risk weights and new risk weight floors. For
completeness, CRD IV has undergone significant revisions. For further information about these amendments see
“—Revisionsto the CRD IV Package” below.

CRD IV also addresses the “passport” concept, which permits a credit institution authorized in its “home”
state to establish branches in, and to provide cross-border services into, other EEA member states.

Althoughcredit institutions are primarily regulated in theirhome state by a local regulator, the CRD IV
prescribes minimumcriteria for regulation of theauthorization of credit institutions and the prudential supervision
applicable to them. The relevant regulators in the UK are the PRA and the FCA. For further information about
regulation in the UK see “—UK Regulation”below.

CRD 1V substantially reflects the Basel Il capital and liquidity standards. Subject to prior regulatory
approval, CRD IV also makes provision for (among other things) requirements to reduce reliance by credit
institutions on external credit ratings, by requiring that their investment decisions are based not only on ratings
but also on their own internal credit opinion, and that banks with a material number of exposures in a given
portfolio develop internal ratings for that portfolio instead of relying on external ratings for the calculation of their
capital requirements.

The CRR gives express recognition for CET1 capital instruments for mutuals and co -operatives and
permits the use ofa cap or restriction to safeguard the interests of members and reserves.

On November 23, 2016, the European Commission published a package of legislative proposak
providing for reform of the prudential and resolution frameworks for EU banks and credit institutions. These
proposals covered amendments to CRR, CRD IV, the BRRD and Regulation (EU) No. 806/2014 (the “Single
Resolution Mechanism Regulation” or “SRMR”). The final legislation implementing these proposals was
published in the EU Official Journalon June 7,2019. The legislation consists of Regulation (EU) No. 2019/876,
Directive (EU) No. 2019/878, Directive (EU) No. 2019/879 and Regulation (EU) No. 2019/877 and came into
force onJune 27, 2019 (the “Banking ReformPackage”), with certain provisions applying fromJune 27, 2019
and other provisions gradually being phased in and/or being subject to national imple mentation.

The EU Banking Reform Package amends many existing provisions set out in CRD IV, the BRRD and
the SRMR. It includes:

) revisions to the standardized approach for counterparty credit risk;
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) changes to the market risk rules which include the introduction of a reporting requirement
pendingimplementation of the Fundamental Review of the Trading Bookat a global level;

) the introductionofabinding leverage ratio requirement as a backstopto risk-weighted capital
requirementsand set at 3% ofan institution’s Tier 1 capital; and

o abinding NSFR (which will require credit institutions and systemic investment firms to finance
their long-termactivities (assets and off-balance sheet items) with stable sources of funding
(liabilities) in order to increase banks' resilience to funding constraints). This means that the
amount of available stable funding will be calculated by multiplying an institution's liabilities
and regulatory capital by appropriate factors that reflect their degree of reliability overa year.
The NSFR will be expressed as a percentage and set at a minimum level of 100%, indicating
that an institution holds sufficient stable funding to meet its funding needs during a one-year
period underbothnormaland stressed conditions. The NSFR will apply ata level of 100% to
credit institutions and systemic investment firms two years after the date ofentry into force of
the EU Banking Reform Package.

The EU Banking Reform Package allows fora phased implementation period with significant elerrents
entering into force in 2021 (and others subject to a delay due to Covid-19). Certain elements of the package
introduced under Directive 2019/878 (which amends CRD IV) will also needtobe implemented into national law.
It is not yet clear what impact the changes introduced by the EU Banking Reform Package will have on our
business.

Revisions to the BRRD framework

The EU Banking Reform Package also includes a number of significant revisions to the BRRD (known
as "BRRD2"). The BRRD2 proposals were finalized in June 2019 and are due to be implemented in member
states by December 2020 with certain requirements relating to the implementation of the TLAC standard applying
from January 2022 and additional MREL requirements fromJanuary 2024.

The BRRD2 package will include, amongstother things:

) the implementation of the framework requiring all relevant institutions to maintain a minimum
requirements for own funds and eligible liabilities (“MREL”) and the integration of the
Financial Stability Board’s proposed minimumtotal loss-absorbing capacity into EU legis lation
Globally systemically importantinstitutions (“G-Slis”)_are already required to calculate MREL
and the framework introduces changes to the calculation methodology, criteria for the eligible
liabilities which can be considered as MREL, the introduction of internal MREL and additional
reporting and disclosure requirements on institutions);

o the introduction of a new moratoriumpower for resolution authorities and requirements on the
contractual stays in resolution; and

o amendmentsto the Article 55 regime in respectof the contractual recognition of bail-in powers.

The effects of BRRD2 will be wide-ranging and, in particular, it will impact how institutions, such as
the Society, absorb losses in certain stressed scenarios. BRRD2 also seeks to harmonize the bank insolvency
creditor hierarchy relating to the priority ranking of holders of certain classes of subordinated debt (which are
eligible to be used to contribute to an institution’s MREL requirement).

The Society’s capital requirements

) RWA-based capital requirements: Under the current prudential framework, we are required to
hold a minimum amount of regulatory capital equal to 8% of its risk-weighted assets (the “Pillar
1 requirement”), plus certain additional CET 1 capital buffers (the “buffer requirement”). The
bufferrequirement as of March 2020 is equalto 3.5% of our risk-weighted assets. In addition,
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the PRA may impose additional individual capital requirements on the Society, which may
comprise an add-onto the Pillar 1 requirement (the “Pillar 2A requirement”) to address risks
to the Society which the PRA considers are not adequately covered by Pillar 1 requirements,
and/or an add-on to the buffer requirement (the “Pillar 2B requirement”) to provide for
additional capital buffers in a financial stressscenario. Our Pillar 2A requirements must be et
with at least 56% CET 1 capital, at least 75% Tier 1 capitaland notmore than 25% Tier 2 capital.
Its Pillar 2B requirements must be met solely with CET1 capital. We may also decide to hold
additionalamounts of capital as part of its risk and growth strategies. As at April 4, 2020, the
Society’s CET1 ratio was 31.9% and its total capital ratio was 43.6%. As part of the buffer
requirements, the PRA hasalsointroduced a systemic risk buffer for UK ring-fenced banks and
large building societies, which have been applied from August 1, 2019 (the “Systemic Risk
Buffer”). The PRA has set a Systemic Risk Buffer rate of 1.0% of all RWAs for the Society,
which applies to all exposures on a consolidated basis. For illustrative purposes, had the
additional one per cent Systemic Risk Buffer been in effect as at June 30, 2019, our CET1
capitalas at June 30, 2019 would have been £5,414 million, or 16.1% of risk weighted assets,
in excess of its total tier 1 capitaland combined buffer requirement. The CRR also provides that
an additional buffer requirement may be extended to EU credit institutions designated as ‘other
systemically important institutions’ (“O-S1Is”) if in the future, following further analysis, it is
deemed appropriate. We are not presently designated asa G-SlII but has been designated as an
O-SII. As at the date ofthis Base Prospectus, the O-SlI buffer set by the PRA forthe Society is
zero percent.

) EU leverage requirements: The Banking Reform Package has introduced a binding leverage
ratio, which is supplementary to therisk-based capital requirements. The calculation determines
a ratio based onthe relationship between Tier 1 capital and total exposures (i.e. non-risk-
weighted assets), including off-balance sheet items. The leverage ratio does not distinguish
between unsecured and secured loans, nor recognize the ratio of loan to value of secured
lending. The leverage ratio has been set at 3% and will be applicable to all credit institutions.
An additional leverage ratio buffer will apply to G-Slls.

o UK leverage requirements: Following recommendations fromthe Financial Policy Committee
(“FPC”) in 2016 the PRA introduced a UK leverage ratio framework. The UK leverage ratio
framework is intended to mirror aspects of the risk-weighted capital requirement. The UK
leverage ratio was originally set at 3% of risk-weighted assets and in 2017 was increased to
3.25% ofexposures (excluding central bank reserve exposures), to reflectthe removal of central
bank deposits fromthe leverage exposure measure. At least three-quarters of the leverageratio
must be met with CET1 capitaland up toone-quarter may be met with AT1 capital. In addition,
the UK leverage ratio framework includes two additional buffers thatare to be met using CET1
capitalonly: an Additional Leverage Ratio Buffer (“ALRB”), applyingto thelargest UK banks
and building societies and set at 35% of the corresponding risk-weighted systemic buffer rate,
and a macro-prudential Countercyclical Leverage Buffer (“CCLB”), which is set at 35% ofthe
corresponding risk-weighted countercyclical buffer (and rounded to the nearest 0.1%, with
0.05% being rounded up).

Our UK leverage ratio was 4.7% at April 4, 2020. Given the nature of our balance sheet, which is
underpinned by residential mortgage assets with a low risk profile (as demonstrated by a low level of arrears
compared to the industry average), our current binding capital constraint is based on leverage-based (rather than
risk-based) capital requirements. Based on our currentunderstanding of the proposed changes to risk-weights, and
subject to finalimplementation, we currently expect that the leverage ratio will continue to be its binding capital
constraintin the near-term.
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RWA floorsand IRB modeling

The Basel Committee published their final reforms to the Basel 11l framework in December 2017. The
amendments include changes to the standardized approaches for credit and operational risks and the introduction
ofa newRWA output floor. Therules are subjectto a transitional period from2022 to 2027. On August 2, 2019,
the EBA published its draft policy advice on (among other things) the Basel Il output floor. The EBA
recommended that:

o the output floor, atthe 72.5% level set in the Basel agreement, should be implemented by BU
institutions;
o the floored RWAs should be used as the basis across RWA-based capital requirements

(including theminimumcapital requirement, Pillar 2 requirements and buffer requirements) and
atall levels ofabanking group (including group consolidated, sub-consolidated and individual

level);

o the implementation of the output floor should follow the five-year transitional path from 2022
as setoutinthe Basel lll agreement, includingthe transitional cap ofa 25% increase in RWA,
and

o the legislation implementing these changes to the Basel Il framework should clarify that the

principal loss absorption trigger in AT Linstruments should be based on floored ratios (i.e. the
CET1 ratio(s) based onthe floored RWAs).

On October 11, 2019, the European Commission published a public consultation document regarding
implementation of the December 2017 Basel Il reforms in the EU, with a view to informing its preparation, if
considered appropriate, ofa formal proposalin due course. The consultation period expired in January 2020 but
there has been a further exchange of letters between the EBA and the European Commission with the EBA
publishing its final advice in March 2020. Accordingly, the EU is expected to adopt the remaining Basel Il
recommendations by amending its legislation.

In the event ofthe UK’s departure fromthe EU, the application of'the output floor in the United Kingdom
will be a matter for the UK legislature and our prudential regulators.

In addition, in June 2017, the PRA published a policy statement relating to residential mortgage risk-
weights, including proposals to align firms’ IRB modeling approaches for residential mortgage risk-weighted
assets. Thissets out a number of modifications to the IRB modeling methodologies for residential mortgages, and
sets theexpectation for firms to update IRB models by the end of December 2020.

These reforms represent a re-calibration of regulatory requirements with no underlying change in the
capital resources we hold orthe risk profile of our assets. The finalimpacts are subject to uncertainty for future
balance sheet size and mix, and the final detail of some elements ofthe regulatory changes remain at the PRA’s
discretion. However, the introduction of these RWA floors and IRB calibration changes is likely to lead to a
significant increasein our risk weights over time and we currently expectthe consequential impact on our reported
CET1 ratio ultimately to be a reduction of approximately 45-50% relative to its current methodology. However,
organic earnings through this transitional period are expected to mitigate the impact such that our reported CET1
ratio will in practice remain well in excess ofthe pro forma levels imposed by these changes, and we expect that
leverage requirements will remain our binding capital constraintbased onits latest projections. While we currently
expect that the leverageratio will continue to be our binding capital constraint in the near-term, it is possible that
these changes will, over time, result in risk-weighted capital requirements becoming the binding constraint.

MREL and resolution strategy

Atan EU level, MREL requirements are being introduced as part of a regime designed to make it easier
to manage the failure of banks and building societies in an orderly way, without reliance on taxpayer bail-outs.
These rules require all institutions to meet an individual MREL requirement by issuing own funds (capital
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instruments) and other ‘eligible liabilities” which are available to be bailed-in (i.e. written down or converted to
equity onthe occurrence of certain trigger points), calculated as a percentage of total liabilities and own funds and
set by the relevantresolution authorities.

The Bank of England has set the Society an indicative MREL requirement of 6.5% of its UK leverage
exposure). Together with the Society’s leverageratio buffer, 0.75% of UK leverage exposure as at 30 June, 2019,
this results in a Loss-absorbing capacity requirement of 7.25% of UK leverage exposure. MREL requirements are
split into two elements: firstly, a loss absorption amount, to cover losses upto and in resolution, based ona firm’s
minimum going concern capital requirement; and secondly, a recapitalization amount, intended to enable the firm
to continue as a going concern post-resolution and to access funds in the capital markets (and accordingly the
recapitalization amount is likely to be at least equal to the minimum going concern capital requirement).

In addition to its MREL requirement, we must also hold applicable leverage ratio buffers expected to be
0.75% of its UK leverage exposure. Togetherthe MREL requirement and applicable buffers represent our “loss-
absorbing capacity”. As at September 30,2019, our MREL resources were equal to 8.2% of the UK leverage ratio
exposure. The FPC has committed to reviewing the UK leverage ratio framework on which our MREL
requirement is based.

The preferred resolution strategy for the Society has been set by the Bank of England as “bail-in”,
reflecting our size and consequential risks of an insolvency process. ‘Bail-in’ would involve the write down or
conversionto equity instruments (suchas CCDS) of our liabilities of the Society, and would be expected to result
in the write down or conversionofall ora large part of our funds and other eligible liabilities (and could in addition
result in the write down or conversion of our other, more senior-ranking liabilities). Notwithstanding this, the
actualapproach taken, should we require resolution, will depend onthe circumstances at the time of a failure, and
all available options would be considered by the Bank of England (as our resolution authority).

Stress Tests

Since 2014, the Bank of England has conducted annual stress tests of the UK banking system. The annual
cyclicalscenario includesall major UK banks and building societies with total retail deposits equal to, or greater
than, £50 billion on an individual or consolidated basis, at a firm’s financial year-end date. This group includes
the Society. The findings from the 2019 stress test (in which the FPC modeled deep simultaneous recessions in
the UK and globaleconomies thatwere more severe overall than the global financial crisis, combined with large
falls in assetprices and a separate stress of misconduct cost) showed that we would remain profitable, with capital
levels well above regulatory requirements (CET1 capital falling to 13.1% at its lowest point — 5.2% above the
hurdle rate—and UK leverage ratio falling to 4.8% at its lowest point), with full distributions continuing to be
made on all Tier 1 capital instruments.

Impact of Covid-19

Regulators, legislatures and central banks in the UK, EU and globally have also takena number of steps
with respect to prudential and resolution requirements in order to facilitate lending against the backdrop of the
Covid-19related disruption, including:

o the FPC’s decision to reduce the UK counter-cyclical buffer rate to zero per cent. with
immediate effect from March 2020, and guiding that it expects to maintain the rate at zero per
cent. forat least 12 months (so that any subsequent increase would not take effect until March
2022 at the earliest);

o the PRA's decision, announced on May 7, 2020, to allow firms (subject to PRA approval) to fix
their Pillar 2A requirements ata nominalamount in the 2020 and 2021 Supervisory Review and
Evaluation Processes (as opposed to a percentage of their risk-weighted assets), based on RWAs
as at December 31, 2019, with the effect of avoiding an absolute increase in Pillar 2A capital
requirements in the current stress and potentially reducing Pillar 2A and thus the threshold at
which firms are subjectto maximum distributable amount (MDA) restrictions;
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) the Bank of England's confirmation that 2021 MRELs will reflect the above-referenced PRA
policy change to Pillar 2A capital settingand a commitment to keep MRELs under review and
monitor market developments carefully in the third quarter of 2020 to inform its approach in
the fourth quarter of 2020to setting January 2021 MRELSs and indicative January 2022 MRELSs,
as well as re-affirming the Bank of England's discretion with respectto the transition time firms
are given to meet higher MRELs;

) regulatory guidance, including fromthe PRA and via the EU Interpretative Communication
published on April 28, 2020, as to the interpretation and flexibility of certain prudential and
accounting requirements with respectto non-performing loans and other assets in the contex of
Covid-19 generally and also specifically in the context of payment holidays and other
allowances and concessions afforded to borrowers, including guidance on how banks and
building societies might approach key judgments as to whetherandwhen borrowers should be
treated as in default under the prudential rules, or as having suffered a significant increase in
credit risk (SICR) or credit impaired for accounting purposes under the expected credit loss
assessments under IFRS 9;

. the Basel Committee on Banking Supervision’s (“BCBS”) deferral of the introduction of certain
capital requirements, including a year's deferral in implementation of and transitional
arrangements forthe Basel lll standards finalized in December 2017, including that the RWA
output floorwill now be phased in from January 2023 to January 2028;

o alleviating operational burdens in the short-term, including: the Bank of England's decision to
cancelthe annual banks stress tests for 2020; extensions to certain resolution planning reporting
and publication deadlines under the Resolvability Assessment Frameworkand SS19/13; and

o exceptionaltemporary measures, including the European Commission's proposals published on
April 28, 2020 and approved in the European Parliament plenary session onJune 19, 2020 for,
amongstotherthings: a two-yearextensionofthe currenttransitional arrangements under CRR
for mitigating the impact of IFRS 9 provisions on regulatory capital, allowing banks and
building societies to add back to their regulatory capital any increase in new ECL provisions
incurred as of January 1, 2020 and recognized in 2020and 2021 for financial assets which have
not defaulted; a year's deferral (to January 1, 2023) of the introduction under CRR of the
leverage ratio buffer requirement on global systemically important institutions (G-SlIs);
preferential capital treatment of certain publicly guaranteed loans and bringing forward the
introduction of certain previously agreed measures to incentivize banks to finance employees,
SMEs and infrastructure projects, as well as to invest in software. These measures, which
entered intoforce fromJune 27, 2020 would, together, have had a small positive impact on our
CET1 ratio as at April 4, 2020, had they beenin force at that time.

Resolvability Assessment Framework

On July 30, 2019, the Bank of England and the PRA published final rules and policy in relation to the
“Resolvability Assessment Framework” (“RAF”), under which the Bank of England and the PRA will assess the
readiness of UK banks and building societies for resolution. The framework is set out in a Bank of England
Statement of Policy (“SoP”’) and anew Resolution Assessment part ofthe PRA Rulebook (together with a PRA
Supervisory Statement). The Bank of England SoP only applies to UK firms with a bail-in or partial transfer
resolution. The Bank of England and PRA havedelayed the application ofthis regime due to Covid-19 meaning
that firms will nowbe required to first submit a report of theirassessment of their preparations for resolution to
the PRA by October 2021 and to publish a summary of this report by June 2022. The SoP specifies three
“resolvability outcomes”which relevant firms must meet — (i) having adequate financial resources, (ii) being able
to continuetodobusiness through resolutionand restructuring, and (iii) being able to communicate and coordinate
within the firm and with authorities and markets. The new Resolution Assessment part of the PRA Rulebook
applies to UK banks and building societies with £50 billion or more in retail deposits (so-called “Major Firms”)
and requires themto assess their preparations for resolution, submit reports of their assessment to the PRA every
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two years. In addition, the Bank of England will make public statements regarding each Major Firm’s
resolvability; these may highlight perceived shortcomings where the Bank of England considers that the firm in
questionhas more workto do to be resolvable.

UK REGULATION
The UK Building Societies Act

The UK Building Societies Act, as amended, governs the creation, authorization and management of
building societies. We are regulated by the FCA in relation to conduct of business matters and by the PRA in
relation to prudential requirements. With the introduction of the FSMA, certain sections of the UK Building
Societies Act were repealed. However, a substantial part of the UK Building Societies Act, including the
constitutional parts dealing with the principal purpose of building societies, nature limits and general govemance,
among others, still remain in force. The UK Building Societies Acthas beenamend ed and supplemented since its
introduction by primary and secondary legislation.

On April 6, 2018, certain changes were made to the restrictions on building societies from trading in
currenciesandentering into transactions involving derivative investments. The effect of the changes is to increase
the value of a permitted currency transaction which a society or a subsidiary undertaking may enter into from
£100,000 to £3 million and to permit a society orasubsidiary undertaking to enter into derivative transactions (in
connectionwith Article 37 ofthe EU Regulation on OTCderivatives, central counterparties and trade repositories)
where required to do so by a central counterparty or a recognized clearing house and thereby permitting a society
or subsidiary undertakingto be amember ofa clearing housewhere sucharequirementexsts.

The Building Societies Legislation (Amendment) (EU Exit) Regulations 2018, as amended the
(“Building Societies EU Exit Regulations”) will also amend the UK Building Societies Act and related
legislation to equalize the treatment of EEA countries and other third countries after exit day. The Building
Societies EU Exit Regulation will impact our ability to diversify into lending secured on properties in EEA
member states (as such loans would no longer count towards the statutory lending limit) and the ability to merge
with companies and mutuals in EEA member states. Neither of these restrictions gives rise to any concems for
the Society as they do not impact its current business strategy.

Nature of UK buildingsocietyregulation

The following sections describe some of the concepts for a building society that is authorized under
FSMA.

Mutuality

Building societies are mutual organizations that are managed for the benefit of their members, who are
primarily currentaccount, retail savings and residential mortgage customers. Eachmember is normally entitled to
one vote at a building society’s general meeting, regardless of the size of the member’s deposit account or
mortgage loan or the number of accounts the member maintains.

Purpose

Building societies are required to be engaged primarily in the business of making loans secured on
residential property, which are substantially funded by members. In addition, as longas building societies conply
with specific limits on lending and funding, they may engage in additional activities such as commercial lending,
unsecured personal lending, insurance and personal investment product activities, subject to compliance with
regulatory requirements of the FCA, the PRA and the CMA. The general restriction which used to apply to
building societies fromcreating floating charges was removed by the Banking Reform Actwith effect from March
26, 2015.
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Building societies have a statutory duty to keep accounting records as well as establish and maintain
systems of control. The FCA and the PRA are empowered to request ad hoc reports regarding a society’s
compliance with these requirements.

Nature of membership

The members of a building society fall into two categories. The first category consists of investing or
“shareholding” members. Shareholding members are individuals who have made a deposit (alsoreferred to as an
“investment”)in a share account with a building society or who hold deferred shares in the society, and bodies
corporate which hold deferred shares. Deposits in these share accounts are referred to as “UK retail member
deposits” and people holding UK retail member deposits are referred to as “UK retail member depositors”™.
“Deferred shares” include our CCDS, Reset Perpetual Contingent Convertible Additional Tier 1 Capital
Securities and PIBS.

There are restrictions on building societies raising funds from individuals other than in the form of
deposits in shareaccounts or by the issue of deferred shares (including PIBS and the CCDS (see further below)).

The second category of members are “borrowing” members, that is, individuals who have received a
loan fromthe building society (or in certain cases, ifthe rules of the society allow, fromanother personwho holds
the benefit of the loan for the building society) which is fully or, if the rules of the society allow, substantially
securedon land. Building societies may also make loans thatdo not confer member status, which generally consist
of unsecuredloans.

Limitations onfunding and lending

The UK Building Societies Act imposes limits on the ability of building societies to raise funds and to
make loans. Investing shares in a building society, representing UK retail member deposits made with t he society,
must accountfornot less than 50% of its total funding. In calculating this amount, a specified amount of deposits
made by individuals with a building society’s subsidiaries in other EEA member states, subject to the Building
Societies EU Exit Regulations, the Channel Islands, the Isle of Man or Gibraltar is disregarded. The specified
amount in each case is up to 10% ofwhat would have been the building society’s funding but for the exclusion.
Deposits with a building society or any of its subsidiaries by small businesses are also disregarded from the
calculation up to a maximum of 10% of what would havebeen the building society’s funding but for the exclusion.

Loans made by a building society and its subsidiaries which are fully secured on residential property
must account for not less than 75% of its total trading assets (that is, the total assets of a building society and its
subsidiaries, plus provisions for bad or doubtful debts, less liquid assets, fixed assets and certain long-term
insurance funds).

Building Societies (Financial Assistance) Order 2010

On April 7, 2010, the Building Societies (Financial Assistance) Order 2010 (the “Financial Assistance
Order”) came into force in exercise of certain powers under the UK Banking Act 2009 for the purpose of
modifying the application of the UK Building Societies Act in specified circumstances to facilitate the provision
of relevant financial assistance (including the giving of guarantees or indemnities or any other kind of financial
assistance (actual or contingent)) by certain ‘qualifying institutions’. Qualifying institutions for this pumpose
include HM Treasury, the Bank of England, another central bank of a Member State of the EEA, the European
Central Bank, orany personacting for or on behalf ofany of such institution or providing financial assistance to
a building society on the basis of financial assistance received from such an institution. Most significantly, the
Financial Assistance Order permits any qualifying institution to provide s uch assistance without it counting for
the purpose of the 50% limit on the building society’s non-member funding and the Financial Assistance Order
also modifies the application of the purpose testand the lending limit.
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Nature of capital

UK retail member deposits are classified as shares in a building society’s balance sheet. There is a
fundamental distinction between a share in abuilding societyand a share in a limited liability company. Holders
ofordinary shares in acompany normally do not havethe right to withdraw their share capital fromthe conpany.
The share capital of a company is therefore fixed. A UK retail member depositor has a right to withdraw his or
herinvestmentfromabuilding society. The share capital of a building society therefore fluctuates each time UK
retail member depositors deposit or withdraw funds fromtheiraccount. As a result shares in a building society do
not form a permanent capital resource.

A building society’s CET 1 therefore consists primarily of its reserves (in our case, these have been built
up over the years mainly from retained earnings — as we have made an annual profit for over 95 years), any
deferred shares that it has issued and tier 2 subordinated debt. Prior to the development of CCDS, the defened
sharesissued by the Society were mainly in the formofPIBS, which historically counted towards a society’s ‘core
tier 1 capital’ (the predecessor to CET1 capital). Changes to the capital adequacy framework which were
implemented in the UK at theend of 2010, toughened therequirements for tier 1 capital. PIBS, which were already
in existence, retained their capital status but the extent to which such deferred shares count towards regulatory
capitalis being phased outovera long transitional period. CCDS meet the regulatory criteria for building society
CET1 capital, while being consistent with the values of mutuality and supporting members’ interests. The CCDS
are also designedto be a suitable instrument for raising new capital fromexternal investors.

We have also issued Reset Perpetual Contingent Convertible Additional Tier 1 Capital Securities which
qualify as AT1capitalunderthe CRR.

Hedging

The UK Building Societies Act prohibits building societies and their subsidiaries fromentering intoany
transaction involving derivative instruments unless the transaction falls within one of the specified exceptions,
including where it is entered for the purpose of limiting the extent to which the society will be affected by
fluctuations in interest rates, exchange rates, any index of retail prices, any index of residential property prices,
any indexofthe prices of securities or the ability or willingness of a borrower to repay a loan owing to the building
society.

On April 6, 2018, certain changes were made to the restrictions on building societies fromtrading in
currenciesandentering into transactions involving derivative investments. The effect of the changes is to increase
the value of a permitted currency transaction which a society or a subsidiary undertaking may enter into from
£100,000 to £3 million and to permit a society or a subsidiary undertaking to enter into derivative transactions (in
connectionwith Article 37 of the EU Regulation on OTC derivatives, central counterparties and trade repositories)
where required to do so by a central counterparty or a recognized clearing houseand thereby permittinga society
or subsidiary undertaking to be amember ofa clearing housewhere sucha requirementexists.

Demutualization

The UK Building Societies Act permits a building society to demutualize by transferring the whole of its
business to an existing company (referred to as a “takeover”)orto a specially formed company (referred to as a
“conversion”)so long as the process meets statutory requirements. Any such demutualization must be approved
by members and the PRA. The successor company will be a bank, which must be duly authorized to carry on its
deposit-taking.

The member approval threshold required varies depending on the type of demutualization. In order to
convertintoanew bank by transferring the building society’s business to a specially formed company, a minimum
0f50% ofshareholdingmembers qualified to vote would haveto voteon a requisiteshareholders’ resolution, and
a minimum of 75% of those votingwould have to support the resolutionto convert. In addition, more than 50%
of borrowing members who vote would haveto vote in favor ofa borrowing members’ resolution to convert. On
a demutualization as a result of a takeover by an existing bank or other company, the requirements would be

193



similar except that 50% of shareholding members qualified to vote (or shareholding members representing 90%
by value ofthe society’s shares) mustactually votein favor ofthe requisite shareholding members’ re solution. In
certain circumstances, where the PRA considers it expedient to do so in order to protect the investments of
shareholders ordepositors, the PRA may direct that the requisite shareholders’ resolution on a takeover may be
effective if it is passed by a minimum of 75% of shareholding members qualified to vote and voting on the
resolution.

Mutual society transfers

The UK Building Societies Act (as modified by the Mutual Societies (Transfers) Order 2009) permits a
building society to transfer the whole of its business to the subsidiary of another mutual society (as defined in
section 3 of the Building Societies (Funding) and Mutual Societies (Transfers) Act 2007 (the “Funding and
Mutual Societies Transfers Act”)). The successor subsidiary must be duly authorized to carry on its depostt-
taking business. The terms of thetransfer to the relevantsubsidiary must include provision for making membership
of the holding mutual (or membership of the parent undertaking of such holding mutual) available to every
qualifying member ofthe building society and to every person who, after the transfer, becomes a customer of the
company, and the membership of the holding mutual (or such parent undertaking) must be on terms no less
favorable thanthose enjoyed by existing members of the holding mutual (or such parent undertaking, as the case
may be).

A transfer of business to a subsidiary of another mutual society requires approval by members and
confirmation by the PRA. The member approval thresholds require a shareholding members’ resolution to be
passed by a minimum of 75% of shareholding members qualified to vote and voting on the resolution and a
borrowing members’ resolution to be passed by more than 50% of borrowing members qualified to vote and
voting on the resolution.

Directed transfers

The UK Building Societies Act confers power on the PRA, if it considers it expedient to do so in order
to protect the investments of shareholders or depositors, to direct a building society to transfer all of its
engagements to one or more other building societies or to transfer its businessto an existing company. The
Financial Services Act 2012 also amended the UK Building Societies Act to extend this power of direction to a
transfer ofa building society’s business to an existing or specially formed company that is a subsidiary of another
mutual society (as defined in section 3 of the Funding and Mutual Societies Transfers Act). Where any such
direction is made, the PRA may also, if it considers it expedient to do so in order to protect the investments of
shareholders or depositors, direct that such transfer may proceed on the basis of a resolution of the board of
directors ofthe building society, without the need for member approval.

The UK regulators

The PRA is currently the prudential regulator for building societies, banks, insurance companies and
otherdeposit takers. The general objective ofthe PRA is promoting the safety and soundness of PRA -authorizd
persons.

The PRA supervises and regulates financial institutions, including building societies, on an ongoing basis
by continually assessing their risk profile and capacity to manage and control risks. If the PRA finds thata financial
institution has failed to comply with the requirements under the Financial Services and Markets Act 2000, the
PRA has a variety of enforcement powers including:

o issuing a private warning; or

o taking disciplinary measures, such as issuing a public statement of misconduct or imposing a
financial penalty.
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The FCA is currently the conduct regulator for firms that are prudentially regulated by the PRA (dual-
regulated firms). The FCA regulates both prudential and conduct matters for all other firms. The FCA’s strategic
objective is ensuring the relevant markets function well. The FCA’s operational ob jectives are:

) the consumer protection objective;
o the integrity objective;and
) the competitionobjective.

The FCA also has a variety of enforcement powers under the Financial Services and Markets Act 2000,
and from April 1, 2014, is responsible for supervision of consumer credit regulation and superintendence and
enforcement of the Consumer Credit Act 1974, as amended.

As set out below, the CMA also enjoys certain enforcement powers under the UK financial services
regime.

Operational Resilience

In July 2018, the Bank of England, PRA and FCA published a joint discussion paper on their intended
approach to improve the operational resilience of firms (supervised by the FCA/PRA) and Financial Market
Infrastructures (“FMIs”) (supervised by the Bank of England). The discussion paper introduces a number of
important concepts which are relevant toall firms and FMIs includinga conceptof“impact tolerance”. Firms and
FMIs should setimpact tolerances which quantify the amountof disruptionthatcould be tolerated in the event of
an incident. The discussion paper encourages firms to ensure key business services are sufficiently resilient to a
wide range of threats andthe deadline for responses to the paperwas October 5, 2018.

On December 5, 2019 the Bank of England, PRA and FCA published consultation papers in line with
the concepts introduced in the July 2018 discussion paper. These proposals expect firms and FMIs to identify their
important business services that, if disrupted, could cause harmto consumers or market integrity, threaten the
viability of firms or cause instability in the financial system. Impact tolerances should be set foreach important
businessservice and firms and FMIs should take actions to be able to remain within their impact tolerances
througharange of severe but plausible disruption scenarios. Firms and FMIs willalso be expected to identify and
document the people, processes, technology, facilities and information that support their important business
services. The proposed policies will comprise new rules (for the FCA and PRA), principles, expectations and
guidance, and willbe implemented through the authorities’ respective supervisory areas. On March 20, 2020 the
Bank of England, PRA and FCA announced an extension to their respective consultations until October 1, 2020.

The Financial Policy Committee (“FPC”) has also undertaken work in this area, with a particular focus
on cyberrisk. The FPCwill ask firms to conduct cyber stress testing. At an institutional level, the Basel Committee
on Banking Supervision (“BCBS”) has established the Operational Resilience Working Group and in December
2018 the BCBS publishedareport on cyber resilience.

Market Competition

On September 28, 2018, the CMA received a super-complaint from Citizens Advice aboutloyalty pricing
issuesin themobile, broadband, cash savings, home insurance and mortgages markets. The CMA investigated the
complaintand published its response on December 19, 2018. In its response, the CMA recommended eight key
reforms to address problems related to the “loyalty penalty” across all five markets together with market-specific
reforms. In the caseof cash savings, the CM A supports the FCA’s work around the introduction of a basic savings
rate, as well as recommending that the FCA considers if collective switching can be applied. In relation to
mortgages, the CMA strongly supports the FCA’s work on the mortgages market study and recommended that
the FCA find out more about customers who could switch, butdo not, and look at what meas ures can be taken to
help or protect these customers where needed. The Government responded to the CMA’s recommendations on
June 18, 2019 indicating that it welcomed the CMA’s recommendations for financial services and that the FCA
has ongoing workin the cashsavings, insurance and mortgage markets. In its 2019/2020 Business Plan, the FCA
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statesthat it will consider what action will best address the fact that those customers who shop around often get
much better rates in the cash savings and insurance market and will publish proposals to address this, including
exploring whether price interventions may be relevant. On October 4, 2019, the FCA also published an interim
report on its Market Study MS 18/1 “General insurance pricing practices market study”. In the report, the FCA
found that the home and motor insurance markets are not working well for all consumers and considered that
regulatory intervention is required. In the immediate term, the FCA will continueworking toaddress the problens
uncovered through ongoing supervision in order to ensure firms improve governance, control and oversight of
pricing practices, deliver changes resulting fromthe implementation of the Insurance Distribution Directive and
continue to improve transparency. The FCA is also consideringa range of industry wide measures to reformthese
markets so theyworkwell for consumers in the future. Asaresult of Covid-19 the publication ofthe FCA’s final
report on the market study is delayed beyond June 2020. On January 9, 2020 the FCA also published a
Consultation Paper CP 20/1 “Introducing a Single Easy Access Rate for cash savings”. The consultationis open
until October 1, 2020. The FCA’s proposals are designed to improve competition in the savings market and to
make it simplerand easier for consumers to understand the market and get a good deal as well as protecting those
consumers that currently receive the lowest interest rates. The proposals are for firms to introduce Single Easy
Access Rates (“SEARs”)and to publish dataon their SEARs to make themeasierto compare. Firms would still
have the flexibility to offer multiple introductory rates for the first 12 months butwould then need to choosea one
SEAR for their easy access cash savings accounts, and a SEAR for their easy access cash individual savings
accounts.— See “CMA and FCA regulation to increase competition” below for further information in respect of
regulatoryactionto increase competitionandto protect customers.

Authorization under the FSMA

The FSMA prohibits any person from carrying on a “regulated activity” by way of business in the UK
unless that person is authorized or exempt under the FSMA. Regulated activities include amongst other things:
deposit-taking, mortgage activities (such as entering into, administering, or advising or arranging in respect of,
regulated mortgage contracts), consumer credit activities (such as broking, lending, administration and collection),
effecting and carrying out contracts of insurance as well as insurance mediation, and inv estment activities (such
as dealing in investments as principal or as agent, arranging deals in investments, and managing investments). We
are authorized for, among other things, deposit-taking, mortgage and certain investment activities. We are also
authorized forvarious consumer credit activities. The FSMA also prohibits financial promotions in the UK unless
the promotion is issued or approved by an authorized person or is exempt from such requirements. The FSMA
imposes criminaland civil sanctions for firms acting withoutappropriate authorization as well as in relation to the
communication of financial promotions which are nototherwise approved orexempt.

The FSMA (as amended by the Financial Services Act 2012) imposes an ongoingsystemof regulation
and control on building societies. The detailed rules and prudential standards set by the FCA and the PRA are
contained in various parts of the FCA Handbook and the PRA Rulebook together with guidance in various policy
statements and supervisory statements.

Lending
Consumer credit

The regulatory framework in this area consists of the FSM A and secondary legislationandthe Consurrer
Credit Association (“CCA”)andsecondary legislation, together with the FCA Handbook including the Consuner
Credit sourcebook (“CONC”). A “regulated credit agreement”is defined as follows:

o For agreementsentered into onorafter April 1, 2014 article 60B of the Financial Services and
Markets Act 2000 (Regulated Activities) Order 2001 (the “RAO”) provides that a regulated
credit agreement is an agreement among: (i) an individual, (ii) a partnership consisting of two
orthree persons notallofwhomare bodies corporate, or (iii) an unincorporated body of persons
which does not consist entirely of bodies corporate and is nota partnership, between (" A") and
any otherperson ("B") underwhich B provides A with credit of any amount, and which is not
an exempt agreement within the RAO.
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) For agreements entered into before April 1, 2014, a credit agreement which was a regulated
credit agreement pursuant to section 8 of the CCA at the time the agreement was entered into
(or became such anagreement after being varied or supplemented by another agreementbefore
April 1, 2014), excluding those agreements which would now be regulated mortgage contracts
or regulated home purchase plans under the RAO.

If requirements under the CCA as to entering into, documenting and servicing a regulated credit
agreement are notor have not been met, thentheagreementis unenforceable againstthe borrower without a court
order or (for agreements entered into before April 6, 2007) is totally unenforceable, depending on the
circumstances. Undersections 75and 75A of the CCA, in certain circumstances a lender is liable to a customer
in relation to misrepresentationand breach of contractby a supplier in a transaction financed by a credit agreerrent
regulated by the CCA ortreated as such, and the lender has a statutory indemnity fromthe supplier against liability
undersection 75, subjectto any agreement betweenthe lenderandthe supplier.

If prohibitions under FSMA as to authorization or financial promotions are contravened (by credit
brokers as well as lenders like us), then the affected regulated credit agreement is unenforceable against the
borrowerwithouta validation order fromthe FCA.

Mortgagelending

FSMA, together with the RAO regulates mortgage credit within the definition of “regulated mortgage
contract” and also regulates certain other types of home finance. A credit agreement is a regulated mortgage
contractifitis enteredinto onorafter October 31,2004 and, at the time it is entered into: (a) the credit agreement
is one under which the lender provides credit to an individual or to trustees; (b) the contract provides for the
repayment obligation of the borrower to be secured by a first legal mortgage on land (other than timeshare
accommodation) in the UK; and (c) at least 40% of that land is used, or is intended tobe used, as or in connection
with a dwelling by the borrower or (in the case of credit provided to trustees) by an individual who is a beneficiary
of the trust, or by a related person. From March 21, 2016, the definition of regulated mortgage contract has
changed in line with the United Kingdom’s implementation of the Mortgage Directive (as defined below).
Importantly, amortgage no longer needs to be a first charge mortgage to fall within the definition ofa regulated
mortgage contract. This and other changes to mortgage regulation as a result of the implementation of the
Mortgage Directiveare described in the “Mortgage Directive” section below.

If prohibitions under the FSMA as to authorization or financial promotions are contravened (by credit
brokers aswellas lenders), then the affected requlated mortgage contract (and, in the case of financial promotions,
othercredit secured on land) is unenforceable againstthe borrower without a court order. The FCA’s Mortgages
and Home Finance: Conduct of Business sourcebook (the “MCOB”) sets out rules in respect of regulated
mortgage contracts and certain other types ofhome finance. Under MCOB rules, an authorized firm (such as the
Society) is restricted fromrepossessing a property unless all other reasonable attempts to resolve the position have
failed, which can include the extension of the termofthe mortgage, product type changes and deferral of interest
payments.

Any credit agreementintended to be a regulated mortgage contract or unregulated may instead be wholly
or partly regulated by the CCA ortreated as such. Any credit agreement intended to be regulated by the CCA or
treated assuch orunregulated may instead bea regulated mortgage contract. This is because of technical rules on
determining whether the credit agreement or any part of it falls within the definition of a regulated mortgage
contract underthe RAO or within the definition ofa regulated agreement under the CCA (described below) and
technical rules onchanges to credit agreements.

Mortgage Directive

On March 31,2011, the European Commission published a proposal for a directive on creditagreements
relating to residential immovable property for consumers. The Council of the European Union adopted the
Mortgage Directive (Directive 2014/17/EU) on January 28, 2014 and it was published in the Official Journal of
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the European Union on February 28, 2014 (the “Mortgage Directive”). It entered into force twenty days after
such publicationand was implemented by the United Kingdomwith effect fromMarch 21, 2016.

The Mortgage Directive applies to: (a) credit agreements secured by a mortgage or comparable security
commonly used in amemberstate ofthe EU (a “Member State”)on residential immovable property, or secured
by aright relating to residentialimmovable property and (b) credit agreements the purpose of which is to provide
finance to purchaseor retain rights in land or in an existing or proposed residential building, and also extends the
Consumer Credit Directive (2008/48/EC) to unsecured credit agreements the purpose of which is to renovate
residential immovable property involving a maximum total amount of credit of EUR 75,000. The Mortgage
Directive does notapply to certain equity release credit agreements to be repaid fromthe sale proceeds of an
immovable property, orto certain creditgranted by an employer to its employees but does apply to BT L mortgages
(among otherthings).

The Mortgage Directiverequires (among other things): standard information in advertising; standard pre-
contractual information; adequate explanations to the borrower on the proposed credit agreement and any ancillary
service; calculation of the annual percentage rate of charge in accordance with a prescribed formula; assessment
of creditworthiness of the borrowerand a right ofthe borrower to make early repaymentofthe credit agreenent.
The Mortgage Directive alsoimposes prudential and supervisory requirements for credit intermediaries and non-
banklenders.

For the most part, the Government has sought to putin place what it has described as the minimum
requirements to meet its legal obligations under the Mortgage Directive in respect of BTL mortgages. The
legislation provides thatfirms do not needto apply the Government's appropriate framework for BTL mortgages
where a borrower is acting wholly or predominantly forthe purposes of a business. HM T reasury has stated that
they would expect consumer BTL activity to represent a small proportion of total BTL transactions. Generally
speaking, the Mortgage Directive does not apply to credit agreements existing before March 21, 2016. However,
the UK’s implementation of the Mortgage Directive also operates to retrospectively regulate certain credit
agreements secured on landthat were in existenceat March 21, 2016, including existing second charge mortgages
(consumer credit backbook mortgage contracts). Certain provisions of MCOB are applicable to these consuner
credit back book mortgage contracts. These include the rules relating to post-sale disclosure (MCOB 7), charges
(MCOB 12) and arrears, paymentshortfalls and repossessions (MCOB 13). General conduct of businessstandards
will also apply (MCOB 2). This process is subject to detailed transitional provisions that are intended to retain
certain customer protections in CONCand the CCA that are not contained within MCOB.

Any further changes in the legislative or regulatory framework for mortgage regulation, including as a
result ofimplementation of the Mortgage Directiveinto UK law, or any future review carried outby the FCA, or
any changes tothe FCA Handbook Rules, may adversely affectour businesses and operations.

Insurance

We are also authorized for carrying out insurance distribution. The Insurance: Conduct of Business
sourcebook, which is part of the FCA Handbook, sets out certainrules in respectof non-investment insurance.

Financial Services Compensation Scheme

The FSMA established the Financial Services Compensation Scheme, or FSCS, which pays
compensation to eligible customers of authorized financial services firms which are unable, or are likely to be
unable, to pay claims against them. The limits of compensation are, generally (i) for deposits, 100% of the first
£85,000 per person per firm for claims against firms declared in default from January 30, 2017; (ii) for
investments, £50,000 per person per firm for claims against firms declared in default fromJanuary 1, 2010 and
£85,000 per person per firm for claims against firms in default from April 1, 2019, (iii) for home finance such as
mortgage advice and arranging, 100% of the first £50,000 per person per firm for claims againstfirms declared in
default from January 1, 2010 and £85,000 per person per firm for claims against firms in default from April 1,
2019; and (iv) for insurance, for claims against firms declared in default fromJuly 3, 2015, 100% where clains
arise (a) in respect of a liability subjectto compulsory insurance; (b) in respectofa liability subjectto professional
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indemnity insurance; (c) fromthe deathorin capacity of thepolicy holder due toinjury, sickness or infirmity; and
(d) in respect of long-terminsurance; and 90% of the claimwhere claims arise under certain other types of covered
policy with no upper limit (certain types of insurance are not covered at all). The FSCS only pays compensation
for financial loss.

Financial Ombudsman Service

The Financial Services and Markets Act 2000 established the Financial Ombudsman Service (the
“FOS”), which determines complaints by eligible complainants in relation to authorized financial services firns,
consumer credit licensees and certain other businesses, in respect of activities and transactions under its
jurisdiction. The FOS determines complaints on thebasis of what, in its opinion, is fair and reasonable in all the
circumstances ofthe case. In March 2019, the FCA published Policy Statement PS 19/8 entitled “Increasing the
award limit for the Financial Ombudsman Service”. New rules have been introduced with effect from April 1,
2019 which increase the maximum level of compensation which can be awarded by the FOSto (i) £355,000 for
complaints referred to uson orafter April 1, 2020; (ii) £350,000 for complaints about acts oromissions by fimes
on orafter April1, 2019 and (iii) £160,000 for complaints about acts or omissions by firms before April 1, 2019
and which are referred to the FOS after that date. For claims brought before April 1, 2019 in respect of acts or
omissions by firms which also took place before that date, the old limit of £150,000 would still apply.
Additionally, the compensation limit will be automatically adjusted each year for inflation (measured by reference
to the Consumer Price Index (CPI)) from April 1, 2020 onwards. The FCA has also published final rules in
December 2018 extending access to FOS compensationto more SMEs, as well as larger charities and trusts, and
a new category of personal guarantors.

Unfair Terms in Consumer Contracts Regulations 1994 and1999 and Consumer Rights Act2015

In the UK, the Unfair Terms in Consumer Contracts Regulations 1999 as amended (the “1999
Regulations™), together with (in so far as applicable) the Unfair Terms in Consumer Contracts Regulations 1994
(together with the 1999 Regulations, the “UTCCR”), apply to agreements made on or after July 1, 1995 and
before October 1, 2015. The UTCCR provides thata consumer may challengea standard termin an agreement on
the basis that it is “unfair” within the UTCCR and therefore not binding on the consumer (although the rest of the
agreement will remain enforceable if it is capable of continuing in existence without the unfair term), and the lead
enforcementbody, and any “qualifyingbody” within the UTCCR (such as the FCA ), may seek to enjoin a business
fromrelying on unfairterms.

The Consumer Rights Act (the “CRA”) reforms and consolidates consumer law in the UK. The CRA
involves the creation of a single regime for unfair contract terms out of the Unfair Contract Terms Act 1977 (the
“UCTA”) (which essentially deals with attempts to limit liability for breach of contract) and the UTCCR. On the
CRA Commencement Date (as defined below), certainsections of the CRA revokedthe UTCCR, and introduced
a new regime fordealing with unfair contractual terms with respect to contracts entered into on or after the CRA
Commencement Date. The UTCCR will continue to apply to contracts entered into prior to the CRA
Commencement Date as describedabove.

Responsibility for enforcing the UTCCR and the CRA, which came into force froman unfair contract
terms perspective on October 1, 2015 (the “CRA Commencement Date”), is divided between the CMA and
certain otherregulatory bodies, with the CMA being the lead regulator. Priorto April 1, 2014, the lead regulator
for enforcementofthe UTCCR was the Office of Fair Trading. The FCA has powers to enforce the UTCCR and
the CRA in relation to agreements concerning financial services and products, including mortgages and other
consumer credit agreements. While the CM A and FCA have powers toenforce the UTCCR and the CRA, it would
be for a court to determine their proper interpretation. The extremely broad and generalwording ofthe UTCCR
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 loans covered by the UTCCR may
contain unfair terms which may result in the possible unenforceability of those terms of the underlying loans.
UCTA and UTCCR will continue to apply tocontracts entered into priorto the CRA Commencement Date.
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The CRA provides that, among other things, a term which specifies the main subject matter of the
contract, ora price term, is exempt frombeing reviewed as to its fairness if the termis transparent and prominent
and that, in proceedings brought by individual consumers, the court is required to consider the fairness ofaterm
even ifthe consumer has notraised the issue of unfairness, where the courthas available to it the legal and factual
elements necessary for that task.

Under Part 2 of the CRA an unfair term of a consumer contract (a contract between a trader and a
consumer) is not binding ona consumer (atermwhich has been revised to mean an individual acting for purposes
that are wholly or mainly outside that individual's trade, business, craft or profession). In an additional change
from the old regime, from the CRA Commencement Date, an unfair consumer notice will also not be binding on
a consumer, although a consumer may rely on the termor notice if the consumer chooses todo so. A termwill be
unfairwhere, contrary to the requirement of good faith, it causes significant imbalance in the parties' rights and
obligations under the contract to the detriment of the consumer. In determining whether a termis fair it is necessary
to: (i) take into accountthe nature ofthe subject matter of the contract; (ii) referto all the circumstances existing
when the termwas agreed; and (iii) referto all ofthe otherterms ofthe contractorany other contracton which it
depends. The CRA also applies substantially the same test of fairness to consumer notices and generally refers to
termand notices interchangeably. However, unlike the position under the old regime, the fairness protectionunder
the CRA applies to both non-individually negotiated contracts and those thathave been individually negotiated.

Schedule 2 contains anindicative and non-exhaustive “grey list” of terms of consumer contracts thatmay
beregarded as unfair. Three ofthese “grey list” terms are new, having not been covered by the UTCCR. Paragraph
11 lists “a term which has the objector effect of enabling the traderto alter the terms of the contract unilaterally
without a valid reason which s specified in the contract”. However, paragraph 22 ofthe CRA (and paragraph 2()
of Schedule 2to the UTCCR) provides that this does not include a termby which a supplier of financial services
reserves the right to alter the rate of interest payable by or due to the consumer, or the amount of other charges
forfinancial services without notice where thereis a valid reason if the supplier is required to informthe consurrer
of the alteration at the earliest opportunity and the consumer is free to dissolve the contractimmediately.

A consumer contract may not be assessed for fairness to the extent that (i) it specifies the main subject
matter of the contract; and/or (ii) the assessment is of the appropriateness of the price payable under the contract
by comparison with the goods, digital content or services supplied under it; unless it appears on the “grey list”
referenced above. A trader mustensure that a writtentermofa consumer contract, ora consumer notice in writing,
is transparent i.e. that it is expressed in plain and intelligible language and is legible. Under the CRA, a trader
must also ensure that the termis sufficiently prominent. The CMA considers this to be fully consistent with an
interpretation of ‘the core exemption’ as intended to ensure that only those ‘principal obligations’ or price tems
which are subject to the correcting forces of competition and genuine decision-making are fully assessable for
fairess.

Where atermof a consumer contract is “‘unfair”, it will not bind the consumer. However, the remainder
ofthe contract will, so far as practicable, continue to have effect in every other respect. Where a termin a consurrer
contract is susceptible of multiple different meanings, the meaning most favorable to the consumer will prevail
Ina shift fromthe old regime, underthe CRA it is the duty of the courtto consider the fairness of any giventerm
This can be done evenwhere neither ofthe parties to proceedings has explicitly raised the issue of fairness.

On December 19, 2018, the FCA publishedfinalized guidance: “Fairness of variationterms in financial
services consumer contracts under the Consumer Rights Act 2015 (FG18/7), outlining factors the FCA considers
firms should have regard to when drafting and reviewing variation terms in consumer contracts. The finalized
guidancerelatesto all financial services consumer contracts entered into since July 1,1995. The FCA stated that
firms should consider both this guidance and any other rules thatapply whenthey draft and use variation tems in
their consumer contracts. The FCA stated that the finalized guidance will apply to FCA authorized persons and
theirappointed representative in relation to any consumer contracts which contain variation terms.

In view of the COVID-19 pandemic,the CMA published a statement on April 30, 2020, setting out its
general views about how the law operates in relation to cancelation and refunds, noting that ultimately the position
will be determined by thecourts. This is mainly relevant to unregulated consumer credit or hire agreements. The
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guidanceclarifies consumers’ rights and could result in greater number of canceled agreements. On July 22, 2019,
the European Commission issued guidance notice on the interpretation of the Unfair Contract Terms Directive
93/13/EEC (UCTD) (implemented in the UK through the CRA). This guidance aims to present, in a structured
way, the case law of the Court of Justice of the European Union, in order to facilitate effective application of the
UCTD inthe EU and EEA member states. This guidance may be takenintoaccount by the courts in the UK when
determining ifa terms if unfair.

This area of law is rapidly developing and new regulatory guidance and case law as a result of this new
legislation canbe expected. During a Commons debate on February 11, 2020, the Parliamentary Under-Secretary
of State of the Department for Business, Energy & Industrial Strategy (BEIS), announced that that BEIS will
publish a consumerand competition Command Paper in spring 2020 (not yet published) and carry out a five -year
review of the Consumer Rights Act 2015 later in the year.

CMA and FCA regulation to increase competition

Following a market investigation into competition in the personal current accounts and the small and
medium-sized enterprises (“SME”) retail banking markets, the CMA published its final reporton August 9,2016
which identified features of the markets for the supply of personal currentaccounts, business currentaccounts and
SME lending that are having an adverse effect on competition. The CMA decided on a comprehensive package
of remedial measures which included, among other things, the introduction of requirements to prompt custoners
to reviewthe services that they receive fromtheir bank at certain trigger points and to promote public awareness
of account switching. The remedial measures were to be implemented by orders, undertakings to be given by
banks and furtherwork by the FCA and HM Treasury, including further work on overdraft charges by the FCA,
which remains under political scrutiny. On February 2, 2017, the CMA made the Retail Banking Market
Investigation Order 2017 to implement the remedial measures. On December 18, 2018, the FCA pub lished
Consultation Paper CP18/42 entitled “High-Cost Credit Review: Overdrafts consultation paper and policy
statement” aimed at encouraging competition as well as proposing interventionist measures in relation to the high
leveland complexpricing structures as well as repeated overdraft use. The FCA published PS19/16 entitled “High-
Cost Credit Review: Overdrafts policy statement” on June 7, 2019 setting out the FCA’s final rules. The rules
require (among other things) firms to align the prices of unarran ged overdrafts so that they are no more expensive
than arranged overdrafts and simplify their overdraft pricing structures to charge a single annual rate of interest
for both arranged and unarranged overdrafts, resulting in a ban on all other overdraft fees (other than fees for
refused payments). The overdraft pricing rules are due to come into force on April 6, 2020. On June 7, 2019, the
FCA published Consultation Paper CP19/18 entitled “Overdraft pricing and competition remedies”, which sets
out proposals requiring firms to publish overdraft prices and fees to improve transparency and promote more
effective competition for overdrafts. The FCA published amendments toits rules in PS19/25on October 2, 2019.
The amendments require firms to publish overdraft pricing information alongside information on current accounts.

The FCA launched its Strategic Review of Retail Banking Business Models in May 2017 to evaluate
matters relating to competition and conduct. This review was intended to ensure that the FCA’s regulatory
approachremains fit for purpose as well as to protect customers and promote effective competition. The FCA’s
final report was published on December 18,2018 and proposed some furtherwork in this area, including ongoing
monitoring of retail banking business models by the FCA.

On April 23, 2019 the FCA published Feedback Statement FS19/2 entitled ““A duty of care and potential
alternative approaches: summary of responses and next steps”, following on from Discussion Paper DP18/5
published in July 2018. The FCA is considering introducing new duty of care requirements that could place a
general obligationon firms to act in the bestinterests of consumers. A Financial Services (Duty of Care) Bill was
introduced in the House of Lords in October 2019. The Bill would have required the FCA to make rules in relation
to the duty of care financial services firms owe to consumers. The Bill was re-introduced on January 9, 2020. It
is possible thatchanges may be made to the FCA ’s rules and guidance, in particular its Principles for Businesses,
as a result. The FCA was due to publish a policy paper on the possibility of introducing a new duty of care for
financial services firms in early 2020, which will seek detailed views on specific options for change. However, as
a result of Covid-19this work has beendelayed to Q3 2020.
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The aim of open banking is to create more transparency and fairness in the UK banking and financial
services market through greater competition and innovation. It has the potential to disrupt traditional personal
financial services models significantly andto reshape the banking landscape in the UK radically. Open banking
requires financial institutions suchas Nationwide to provide registered third party organizations with transactional
information where the consent of the customer or member is provided, and also to make public and openly share
their productinformation, as well as customer satisfaction scores and other service level indicators. This makes it
possible for consumers to share their financial transactional data more easily with third parties online, allows third
parties to initiate payments directly froma person’s accountas a bank transferas an alternative to credit or debit
card payments, and enables customers or such third party providers to more easily compare products offered by
different institutions. This offers the prospect of an enhanced banking experience for the customer — forexample,
providers could offer comparison and switching services to help customers identify the best financial products for
themand, overtime, potentially enable customers to automate management of their finances to some degree, such
as authorizing service providers to transfer their finances to more competitive products ona regular and ongoing
basis. On December 17,2019, the FCA published Call for Input to explore the opportunities and risks arising from
open finance. The Call for Inputis openuntil October 1, 2020. Open finance would extend open banking principles
to give consumers and businesses more control over a wider range of their financial data, such as savings,
insurance, mortgages, investments, pensions and consumer credit. It has the potential to increase competition
among financial service providers and is aimed at delivering benefits for consumers and open finance participants
alike.

Distance marketing

In the UK, the Financial Services (Distance Marketing) Regulations 2004 apply to, inter alia, credit
agreements entered into on or after October 31, 2004 by means of distance communication (i.e. without any
substantive simultaneous physical presence of the originator and the borrower). A regulated mortgage contract
under the FSMA, if originated by a UK lender from an establishment in the UK, will not be cancelable under
these regulations butwill be subjectto related pre-contract disclosure requirements in MCOB. Certain other credit
agreements will be cancelable under these regulations if the borrower does notreceive the prescribed information
at the prescribed time, or in any event for certain unsecured lending. Where the credit agreement is cancelable
underthese regulations, the borrower may send notice of cancelation at any time before the end ofthe 14th day
afterthe day on which the cancelable agreement is made, where all the prescribedinformation has been received
or, if later, the borrower receives the last of the prescribed information.

If the borrower cancels the credit agreement under these regulations, then:

(@) the borrower is liable to repay the principal, and any other sums paid by the originator to the
borrowerunderorin relation to the canceled agreement, within 30 days beginning with the day
of the borrower sending the notice of cancelationor, if later, the originator receiving notice of
cancelation;

(b) the borrower is liable to pay interest, orany early repayment charge or other charge for credit
under the canceled agreement, only if the borrower received certain prescribed information at
the prescribed time and if other conditions are met; and

(© any security is treated as never having had effect for the canceled agreement.

If a significant portion of the loans are characterized as being cancelable under these regulations, then
there could be an adverse effect onits receipts in respect of those loans.

Consumer Protection from Unfair Trading Regulations 2008

On May 11, 2005, the European Parliament and the Council of the EU adopted a Directive (2005/29/EC)
regarding unfair business-to-consumer commercial practices (the “Unfair Practices Directive”). Generally, this
directive applies full harmonization, which means that EU member states may not impose more stringent
provisions in the fields to which full harmonization applies. By way of exception, the Unfair Practices Directive
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permits member states to impose more stringent provisions in the fields of financial services and immovable
property, such as mortgage loans. The Unfair Practices Directive provides that enforcement bodies may take
administrative actionor legal proceedings againsta commercial practice on thebasis thatit is “unfair” within the
Unfair Practices Directive.

The Unfair Practices Directive is implemented into UK law by the Consumer Protection from Unfair
Trading Regulations 2008 (the “CPUTR”), which came into force on May 26,2008. The CPUTR prohibit certain
practices which are deemed “unfair” within the terms of the CPUTR. Breach of the CPUTR does not (of itself)
renderan agreement void or unenforceable, but is a criminal offense punishable by a fine and/orimprisonment.
The possible liabilities for misrepresentation or breach of contract in relation to the underlying credit agreements
may result in irrecoverable losses on amounts to which such agreements apply. The CPUTR did not initially
provide consumers with a private act of redress. Instead, consumers had to rely on existing private law remedies
basedon the law of misrepresentation and duress. However, amendments to the CPUTR which entered into force
on October 1, 2014 have given consumers aright to redress for certain prohibited practices, including a right to
unwind agreements.

In addition, the Unfair Practices Directiveis taken into accountin reviewing rules under the FSMA. For
example, MCOB rules for regulated mortgage contracts from June 25, 2010 prevent the lender from (a)
repossessing the mortgaged property unless all other reasonable attempts to resolve the position have failed, which
include considering whether it is appropriate to offer an extension of term, or conversion to interest-only for a
period, oran alternative product, and (b) automatically capitalizing a paymentshortfall.

The Unfair Practices Directive provided foratransitional period until June 12, 2013 for the application
of full harmonization in the fields to which it applies. In March 2013, the European Commission published a
report on the application of the Unfair Practices Directive, which indicated (among other things) thatthereis no
case for furtherharmonization in the fields of financial servicesand immovable property.

Covid-19 relevant legislation andregulation

Amongst other matters, the personal loans and credit card guidance requires that where a customer with
a personalloan or credit card is experiencing or reasonably expects to experiencetemporary payment difficu lties
as a result of circumstances relating to Covid-19, wishes to receive a full payment deferraland has not received
such a deferral previously, the Issuer should grantthe customer a three monthly payments deferral, unless the firm
determines (acting reasonably) thatit is obviously not in the customer’s interests to do so. Ifthe customer is unable
to resume payments at the end of that payment deferral then the Issuer should consider whether it is appropriate
to granta furtherfull or partial paymentdeferral for up to a further three months, or where that is notappropriate,
to offer the customer alternative forbearance in accordance with the FCA rules. Where at the end ofany further
payment deferral period the customer is not able to resume payments, the Issuer should provide such appropriate
forbearance in accordance with FCA rules and is also expected to waive theadditional interest accrued during the
payment deferral period as soonas reasonably practicable at theend of the deferment period. The effectof this is
to ensure thata customerwould not, in respect of the deferred payments, be in a worse position in terms of interest,
than if they had paid those amounts in full in accordance with the agreement. Where credit card customers have
been granted a payment deferral under the FCA Covid-19 guidance they should not have the use of their credit
card ortheir credit facility suspended except where thefirm is acting in accordance with section 98A of the CCA.
Where a notice is given to the customer under section 98A of the CCA the Issuer should, at the same time, ask
customers to contact them urgently if their need to use their card for essential living expenses or to purchase
essential items. Ifthey do, the Issuer must consider lifting or delaying the suspension. The Issuer should not report
a worsening status on any customer’s credit file during any payment deferral period.

In the insurance sector, the FCA published “Coronavirus and customers in temporary financial difficulty:
guidance forinsurance and premium finance firms” on May 14, 2020. It sets out the FCA’s expectations for fims
when considering the fair treatment of existing customers, and in particular those customers experiencing or
reasonably expecting toexperiencetemporary financial difficulties dueto Covid-19. Actions which we may need
to take include re-assessing the risk profile of the customer, considering whether there are other products the firm
can offer which would better meet the customer’s needs and revising the cover accordingly, working with
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customers to avoid the need for cancelation (but if cancelation does take place, considering waiving cancelation
fees) of necessary cover such as by considering paymentdeferrals and waiving any fees associated with adjusting
a customer’s policy in line with these assessments.

Further,on May 1, 2020 the FCA published a letter to mortgage lenders and administers asking them, if
they have customers whotook out mortgages with higher risk characteristics before the financial crisis, to review
the interest rates charged to such customers and consider if they are consistent with the obligation to treat
customers fairly in the light of Covid-19. We must also comply with FCA guidance introduced to support
consumers with other products including personal loans, credit cards and overdrafts, which includes (amongst
otherthings) the potential for offering three-month paymentholidays, providing temporary interest relief periods
or otherforbearance measures. This guidancewas introduced on April 9, 2020 and was updated onJuly 1, 2020.
It remains in force until October 31, 2020.

The FCA has also provided guidance in relation to overdrafts. This requires arranged overdrafts of up
to £500 to be interest-freefora period ofthree months and those with a limit of £500 or below having aninterest-
free balance for the same period. For those in excess of this amount, the first £500 will be interest-free and the
remaining balance will be subject tostandard pricing. Customers are entitled to request and/or receive assistance
under the overdrafts guidance at any point until October 31, 2020. Where a customer has not previously had
support, the assistance should last foran initial three months but a customer may be entitled to receive a further
three months of support where they request it. This means that the support provided to customers under this
guidancecan extend beyond October 31, 2020. We offered 3month interest holidays from April 20, 2020 on the
whole arranged balance (without limit) and those holidays were automatically extended until October 31, 2020.
Customers can apply fornew interest holidays until the October 31, 2020 and the holiday will last for 3 months
from the date the holiday is applied. We must also ensure that during this period our customers are not paying
more than they would have paid for their overdraft compared to the prices charged before the FCA’s new rules
on overdraft pricing came into force.

The FCA continuestoreview its Covid-19related guidance and may decide to update oramend it as the
pandemic and its impact on the UK develops.

Other relevant legislation andregulation

The EU anti-money laundering regime consists of: (i) a directive on the prevention of the use of the
financial system for the purpose of money laundering and terrorist financing (i.e. the “EU Fourth Money
Laundering Directive”); and (ii) a regulation on information accompanying transfers of funds to secure “due
traceability” ofthese transfers (the “Fund Transfer Regulation”). The EU Fourth Money Laundering Directive
entered intoforce onJune25, 2015 and was implemented in the UK on June 26, 2017 by the Money Laundering,
Terrorist Financing and Transfer of Funds (Informationon the Payer) Regulations 2017. The EU Fourth Money
Laundering Directive aims to give effect to the updated Financial Action Task Force standards. The EU Fifth
Money Laundering Directive entered into force in July 2018 and aims to enhance processes to counter money
laundering and terrorist financing. The EU Fifth Money Laundering Directive was transposed into UK law in
January 2020.

The Fund Transfer Regulation updates the rules regarding information on payers and payees
accompanying transfers of funds, in any currency, for the purposes of preventing, detecting and investigating
money laundering and terrorist financing (the “ML/TF”), where at least one of the payment service providers
involved in the transfer of funds is established in the EU. The overall objective of transposition is to ensure that
the UK’s anti-money laundering and counter terrorist financing (the “AML/CTF’) regime is kept up to date, is
effective and is proportionate. This will enable the UK to have a comprehensive AML/CTF regime and ensure
that the UK’s financial systemis an increasingly hostile environment for ML/TF.

UK financial services legislation willbe shaped by the UK’s withdrawal from the EU. In the event that
no free trade agreementis concluded betweenthe EU and UK prior to the expiration of the transitional period, the
Government continues preparations to minimize the risks for firms and businesses associated with an exit with no
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transitional agreement. This has included publishing legislation under powers provided in the European Union
(Withdrawal) Act 2018 to ensurethatthere is a functioning statute book on the UK’s exit from the EU.

The General Data Protection Regulation (“GDPR”) came into force on May 25, 2018 and applies to
personal datathatis processed by automated meansoras part ofafiling system. Personal data is broadly defined
to mean any information relating to an identified or identifiable natural living person. The GDPR has been
supplemented in the UK by the Data Protection Act2018.

Investment services regulation, Directive 2004/39/EC (“MIFID”), and its various implementing
measures was recast as a revised directive (Directive 2014/65/EU) (“MiFID 1I”) and a regulation (Regulation
600/2014/EU, the Markets in Financial Instruments Regulation or MiFIR), which entered into force on July 2,
2014, which together regulate the provision of investment services and activities in relation to a range of customer-
related areas, including customer classification, conflicts of interest, client order handling, investment research
and financial analysis, suitability and appropriateness, transparency obligations and transaction reporting. The
changesto MiFID includeexpanded supervisory powers thatincludetheability to banspecific products, services
or practices.

MIFID Il was transposed into UK law and has applied from January 2018. Article 90(1) of MIFID Il
requires the European Commission to submit reports to the European Parliament and the European Councilon a
range of areas of MiFID Il. On February 17, 2020, the European Commission launched a consultation on the
MiFID II review, which takes place in parallelto ESMA’s workand willalso informthe European Commission’s
reports whichmay lead to legislative changes in anumber of areas. The consultation closed on May 18, 2020 and
the European Commission is expected to bring forward proposals in relation to the adoption of measures in the
fourth quarter of 2020, although this timetable may be impacted by Covid-19.

We participate in the unclaimed assets scheme established under the Dormant Bank and Building Society
Accounts Act 2008. The purpose of this scheme is to enable money in dormantbankand building society accounts
(i.e. balances in accounts thathave beeninactive or dormantfor 15years or more) to be distributed for the benefit
of the community, while protecting therights of customersto reclaimtheir money.

On November 1, 2009, the FSA introduced its Banking Conduct Regime for retail banking. The main
constituents ofthis regime are: (i) extending the FCA’s Principles for Businesses as they apply to deposit -taking,
from prudential matters only, to conduct of business matters in addition; (ii) conduct of business requirements in
the Payment Services Regulations 2017 (“PSRs 2017”), which apply to certain payment services made in euro or
sterling; and (iii) the FCA’s Banking: Conduct of Business Sourcebook, which applies to deposit-taking in
respects not covered by the PSRs 2017. The revised directive on payment services (“PSD2”) came into force on
January 12, 2016. PSD 2 was transposed into UK law with the PSRs 2017 repealing and replacing Payment
Services Regulations 2009. The PSRs 2017 came into force on January 13, 2018.

Key changes fromthe PSRs 2017 include the requirement foraccountinformation services and payment
initiation services to be regulated, new security requirements, increased reporting obligations and increased focus
on consumer protection. There are also changes to the scope of the conduct of business rules and the list of
exemptions. In December 2018, the FCA published a policy statement (“PS 18/24”) on its approach to final
regulatory technical standards (“RTS”) for strong customer authentication and common and secure open standards
of communication, as well as other related EBA guidelines. The requirements on strong customer authentication
(“SCA”)were due to come into forcein September 2019 but UK and European authorities have agreed to establish
a period of non-enforcement for payment service providers to implement SCA. For online banking, SCA
obligations must be implemented in the UK by March 2020. For e-commerce, due to Covid-19, the FCA has
extended the deadline fromMarch 2021 until September 2021. PS 18/24 sets outthe FCA’s approachto the RTS
assessing whether bank and other online account providers are properly setup toenable Open Banking. Amended
fraud reporting requirements also applied from January 1, 2019. PS 18/24 introduces new rules on reporting
complaints aboutauthorized push payment fraud, which came into force on July 1, 2019. The Payment Services
(Amendment) Instrument 2018 contains corresponding changes to the FCA Handbook.
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On November 1, 2009, the British Bankers” Association, the Building Societies Associationand The UK
Cards Association launched The Lending Code (“Lending Code”), a voluntary code on unsecured lending to
personal and small business customers, which is monitored and enforced by the Lending Standards Board. The
voluntary Banking Code andthe Business Banking Codethen ceased to have effect. The Lending Code has been
revised a number of times since its introduction, most recently in September 2015. While the sections of the
Lending Code applicable to micro-businesses remain unchanged, in respect of personal customers the Lending
Code was replaced by the Standards of Lending Practice (the “SLP”) in July 2016. The SLP has applied to
businesscustomers fromJuly 1, 2017. The SLP are voluntary and set the benchmark for good lending practicein
the UK.

Supervisory Statement SS20/15 on supervising building societies’ treasury and lending activities sets out
the PRA’s expectations in respect of building societies’ compliance with applicable law and regulation in these
areas of activity. The Supervisory Statementwas updated on February 24,2020 and describes the key lending and
treasury risks to which societies are exposed, and sets out a framework describing different potential mode Is for
managing and controlling these risks and a procedure for building societies proposing business model
diversificationon this basis.

In September 2016, following a consultation by the PRA earlier that year, the PRA published Policy
Statement PS 28/16 and a final Supervisory Statement SS 13/16 both entitled “Underwriting standards for BTL
mortgage contracts”. The Policy Statement applies to all PRA regulated firms that undertake buy-to let lending
that are not already subject to FCA regulation. The Supervisory Statement does not apply to regulated mortgage
contracts, consumer BTL mortgages, BTL mortgages with corporates or which has a termof 12 months or less or
to an application froman existing customer for consent to let. The Supervisory Statement contains the PRA’s
minimum standards that firms should follow whenunderwriting BTL mortgages (affordability testing) (including
when dealing with portfolio landlords who have four or more BTL properties), clarifies the PRA’s expectation
regarding the application ofthe smalland mediumsized (SME) supporting factor on BTL mortgages and details
the PRA’s expectations regarding adequate risk management and controls. The PRA expects thatregulated fims
ensure that the standards are followed by other firms undertaking buy-to-lending within their group. The standards
have beenimplemented by September 30, 2017.

Another area of change which impacts on the UK regulatory landscape relates to banking reform The
Banking Reform Act introduced amendments to FSMA which provide for, inter alia, the ring-fencing of vital
banking services frominternational and investmentbanking services, measures on loss absorbency and depositor
preference and proposals for enhancing competition in the banking sector. Certain aspects of such measures
entered into force on January 1, 2015 and the full ring-fencing regime applied in January 2019. Further, the
Government has carved buildingsocieties out ofthe proposed ring-fencing legislation and, instead, reserves the
power to amend the UK Building Societies Act to bringbuildingsocieties legislation into line with the proposed
ring-fencing requirements. The PRA published its policy statement PS21/16 on Operational Continuity in July
2016. The rules applied from January 1, 2019 and support the resolvability and resilience of building societies
and banks in seeking toensure critical shared services are organized to facilitate continuity in the eventof failure.
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EXCHANGE CONTROLSAND OTHER LIMITATIONS AFFECTING HOLDERS
OF NOTES

Subject to the withholding tax requirements set out under the subsection entitled “Taxation—UK
Taxation,” thereare currently no UK laws, decrees orregulations that would reduce the paymentby theissuer of
interest or other payments to holders of notes who are neither residents of, nor trading in, the United Kingdom
For further discussion, see the subsection entitled “ Taxation-UK Taxation.” There are also no restrictions under
ourmemorandumand rules or under current UK laws that limit the right of non-residentor foreign owners to hold

the notesorto vote, whenentitled to doso.
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TERMS AND CONDITIONS OF THE NOTES

This section describes the material terms and provisions of the notes to which any Final Terms may
relate. We will describe in each Final Terms the particular terms of the notes that we offer by that Final Termrs
and the extent, ifany, towhich thegeneral provisions described below may apply to those notes. Capitalized tems
used but not defined in this section have the meanings given to themin the senior preferred notes, senior non-
preferred notes, subordinated notes, or indenture, as the case may be.

General

We will offer the notes under an indenture, dated as at December 19, 2017 and as supplemented and
amended from time to time (the “Indenture”), between us (the “Issuer”) and The Bank of New York Mellon,
London Branch as trustee (the “Trustee”). The notes are limited to an aggregate principal amount of up to
$20,000,000,000 outstanding at any time, including, in the case of notes denominated in one or more other
currencies orcomposite currencies, the equivalent thereof at the Market Exchange Rate in the one or more other
currencies on the date on which suchnote will be issued (the “Original Issue Date”), subject to reduction by or
pursuantto action of our Board of Directors, provided that a reductionwill not affect any note already issued or
as to which we have already accepted an offerto purchase. We may, however, increase these limits without the
consentofthe holders ofthe notes if in the future we determine thatwe wish to selladditional notes.

The notes will mature twelve months or more fromthe date of issue and may be subject to redemption
or early repayment at our option or the holder’s option as further described in the subsection entitled “—
Redemption, Repurchase, Substitutionand Variation.” Each note willbe denominated in U.S. dollars or in another
currency as we specify in the applicable Final Terms. For a further discussion, see “—Payment of Principal,
Premium, ifany,and Interest, ifany.” Each note will be either:

. a Fixed Rate Note; or

) a Reset Note, which will bear interest at a fixed rate for an initial period, after which the interest
rate will be reset by reference to the interestbasis plus or minus the relevant Margin (if any) at
specified intervals, in each case as specified in the applicable Final Terms; or

o a Floating Rate Note, which will bear interest at a rate determined by reference to the interest
rate basis or combination of interest rate bases plus or minus the Margin (ifany), in each case
as specified in the applicable Final Terms; or

) a Zero Coupon Note, in which case references to interestin these terms and conditions are not
applicable; or

) any appropriate combination thereof, depending upon the Interest Basis shown in the applicable
Final Terms.

Status of senior preferrednotes

The senior preferred notes are direct, unconditional, unsubordinated and (subject to the provisions of “—
Negative Pledge”) unsecured obligations ofthe Issuer and rank (subject to the provisions of “—Negative Pledge”)
equally among themselves, junior to obligations required to be preferred by law (which includes certain member
share accounts which are given preferential status by law) and at least equally with all other Ordinary Non-
Preferential Debts of the Issuer.

Accordingly, subject to the Insolvency Act (andany other Ranking Legislation), forso long as they are
not secured pursuant to the provisions of“~Negative Pledge”, the senior preferred notes formpart ofthe class of
Ordinary Non-Preferential Debts of the Issuer under the Insolvency Act (andany other Ranking Legislation).
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Status and ranking of senior non-preferrednotes
Statusand ranking

The senior non-preferred notesmay only be issued on terms such that they (A) have an original contractual
maturityofat leastone year and (B) arenotderivatives and contain no embedded derivativesfor the purposesof
Section 387A(3)(b)(ii) ofthe Insolvency Act(andthe relevant section ofany other Ranking Legislation).

The senior non-preferred notes are direct and unsecured obligations of the Issuer and, subject to the Insolvency
Act (and any other Ranking Legislation), constitute Secondary Non-Preferential Debts under the Insolvency Act
(and any other Ranking Legislation), ranking pari passuand without any preference amongthemselves.

Accordingly, subject to the Insolvency Act (and any other Ranking Legislation), claims in respect of principal,
interest and any other amount (including, without limitation, any damages awarded for breach of the Issuers
obligations) in respect of the senior non-preferred notes will, in the event ofthe winding up or dissolution of the
Issuer (subject as otherwise provided in an Excluded Dissolution), rank as provided for Secondary Non-
Preferential Debts in the Insolvency Act (andany other Ranking Legislation), and therefore:

@ juniorin right of payment to all Senior Claims;
() pari passu with all other Senior Non-Preferred Claims; and
(©) in priority to all Subordinated Claims.

Waiver of set-off

This provision “—Waiver of set-off” applies unless “Senior Non-Preferred Notes: Waiver of Set-off* is
expressly specified tobe notapplicable in the applicable Final Terms.

Subject to applicable law, no holder of senior non-preferred notes may exercise, claimor plead any right
of set-off, compensation or retention in respect of any amount owed to it by the Issuer arising under or in
connection with the senior non-preferred notes and each holder shall, by virtue of being the holder of any such
senior non-preferred note, be deemed to have waived all such rights of set-off, compensation or retention.
Notwithstanding the provision of the foregoing sentence, if any of the said rights and claims of any holder of
senior non-preferred notes against the Issuer is discharged by set-off, such holder of senior non-preferred notes
will immediately pay an amount equalto the amount of such discharge to the Issuer or, in the event of winding
up or dissolution of the Issuer, the liquidator or other insolvency official of the Issuer and accordingly such
discharge will be deemed not to have taken place.

The seniornon-preferred notes do nothave the benefit of the negative pledge covenant described below
underthe subsection entitled “—Negative Pledge” and, as Secondary Non-Preferential Debts, rank junior to most
of our liabilities, including senior preferred notes. Fora further discussion o frisks relating to junior ranking see
the sectionentitled “Risk Factors—Risks Related tothe Notes—Thenotes rank junior to most of our liabilities.”

Status and subordination of subordinated notes
Status and subordination

The subordinated notes are direct and unsecured obligations of the Issuer, subordinated as described below, and
rank pari passu and withoutany preferenceamong themselves.

Accordingly, subject to the Insolvency Act (and any other Ranking Legislation), the subordinated notes form part
ofthe class of Tertiary Non-Preferential Debts under the Insolvency Act (and any other Ranking Legislation), and
claims in respect of principal, interestand any otheramount (including, without limitation, any damages awarded
for breach ofthe Issuer's obligations) in respect of the subordinated notes will, in the event ofthe winding up or
dissolution ofthe Issuer (subject as otherwise provided in an Excluded Dissolution):
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@ be subordinated in right of payment in the manner provided in the Insolvency Act (and anyother
Ranking Legislation) and the Indenture to (X) all Senior Claims, (y) all Senior Non-Preferred
Claims, and (z) any Subordinated Claims (if any) which rank, or are expressed to rank, in
priority to claims in respect of the subordinated notes;

() rank at least pari passu with claims in respect of the Issuer’s obligations which constitute, or
would but forany applicable limitation on theamount of such capital constitute, Tier 2 Capital;
and

(©) rank in priority to claims in respect of obligations ofthe Issuer which constitute, or would but

for any applicable limitation on theamount of such capital constitute, Additional Tier 1 Capital
(including, without limitation, the Issuer’s PIBS) or CET1 Capital (including the Issuer’s core
capital deferred shares) and in priority to any other claims ranking, or expressedto rank, junior
to the claims in respectofsubordinated notes.

Waiver of set-off

Subject to applicable law, no holder of subordinated notes may exercise, claimor plead any right of set-
off, compensation or retention in respect of any amount owed to it by the Issuer arising under or in connection
with the subordinated notes and each holder shall, by virtue of being the holder of any suchsubordinated note, be
deemed to havewaivedallsuchrights of set-off, compensation or retention. Notwithstanding the provision of the
foregoing sentence, if any of the said rights and claims of any holder of subordinated notes against the Issuer is
discharged by set-off, such holder of subordinated notes will immediately pay an amount equal to the amount of
such discharge to the Issuer or, in the event of winding up or dissolution of the Issuer, the liquidator or other
insolvency official ofthe Issuerand accordingly such discharge will be deemed not to have takenplace.

The subordinated notes do not have the benefit of the negative pledge covenant described below under
the subsection entitled “—Negative Pledge” and are subordinated to most of our liabilities (including senior
preferred notes and senior non-preferred notes). For a further discussion of risks relating to subordination see the
section entitled “Risk Factors—Risks Related to the Notes—The notes rank junior to most ofour liabilities.”

Recowery currency

To the extent that holders of any notes are entitled to any recovery with respect to the notes in any
winding up or liquidation, it is unclear whether such holders would beentitled in such proceedingsto recovery in
U.S. dollars (or, if different, the relevant Specified Currency) and they may be entitled only to a recovery in
pounds sterling and, as a general matter, the right to claim for any amounts payable on notes may be limited by
applicable insolvency law.

Certain definitions

“Business Day” means any day, other than a Saturday or Sunday, that is neither a legal holiday nor a
day on which commercial banks are authorized orrequired by law, regulation or executive order to close in New
York City and each Additional Business Center specified in the applicable Final Terms; provided, however, that,
with respect to notes denominated in a Specified Currency otherthan U.S. dollars, it is also nota day on which
commercial banks are authorized or required by law, regulation or executive order to close in the Principal
Financial Center, as defined below, ofthe country issuing the Specified Currency (or, if the Specified Currency
is euro or EURIBOR is an applicable Interest Rate Basis, such day is also a day on which the euro paynents
settlement systemknown as TARGET2 (or any successor thereto) is open for settlement of payments in euro, a
“TARGET Settlement Date”); provided, further, that, with respect tonotes as to which LIBOR, SOFR or SONIA
is an applicable Interest Rate Basis, it is also a London Business Day. “London Business Day” means a day on
which commercial banks are open for business (including dealings in the Designated LIBOR Currency, as defined
below)in London.
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“Day Count Fraction” means, in respect of the calculation of an amount for any period of time in
accordance with the applicable Final Terms for any Fixed Rate Note, Reset Note, or Floating Rate Note, as

applicable:

(A)

(B)

©

(D)

(E)

(F)

©

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

(i) in the case of notes 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 equalto orshorter than the Determination Period duringwhich the Accrual
Period ends, thenumber of days in such Accrual Period divided by the productof (A)
the number of days in such Determination Period and (B) the number of Determination
Dates (as so specified in the applicable Final Terms) that would occur in one calendar
year; or

(i) in the case of notes where the Accrual Period is longer than the Determination Period
commencing on thelast Interest Payment Date on which interest was paid (or, if none,
the Interest Commencement Date), thesumof:

(A) the number of days in such Accrual Period falling in the Determination Period
in which the Accrual Period begins divided by the product of (I) the number
of days in such Determination Period and (II) the number of Determination
Dates thatwould occur in one calendar year;and

(B) the numberofdays in such Accrual Period falling in the next Determination
Period divided by the product of (1) the number of days in such Determination
Period and (II) the number of Determination Dates that would occur in one
calendaryear;

if 30/360is specified in the applicable Final Terms, the number of days in the period from(and
including) the mostrecent InterestPayment Date (or, if none, the Interest Commencement Date)
to (but excluding) the relevant payment date (such number of days being calculated onthe basis
of twelve 30 day months) divided by 360;

if Actual/Actual (ISDA) or Actual/Actual is specified in the applicable Final Terms, the actual
number of days in the Interest Period divided by 365 (or, if any portion of the Interest Period
falls in a leap year, the sumof (I) the actual number of days in that portion of the Interest Period
falling in a leap year divided by 366 and (I1) the actual number of days in that portion of the
Interest Period falling in a non-leapyear divided by 365);

if Actual/365 (Fixed) is specified in the applicable Final Terms, the actualnumber 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 InterestPeriod 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, theactual number of days in the Interest
Period divided by 360;

if 30/360, 360/360 or BondBasis is specified in theapplicable Final Terms, the number of days
in the Interest Period divided by 360, calculated ona formula basis as follows:

[360X (Yz _Yl)]+[3OX(M2 - Ml)]+(D2 - Dl)
360

Day Count Fraction =
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(H)

0

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;

“Mz” is the calendar month, expressed as a number, in which the day immediately following
the last day ofthe Interest Period falls;

“Dy” is the first calendar day, expressed as a number, ofthe Interest Period, unlesssuch number
is 31, in which case Dy will be 30; and

“Dy” is the calendar day, expressed as a number, immediately following the last day included
in the Interest Period, unless such numberwould be 31and D is greaterthan 29, in which case
D, 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 ona formula basis as follows:

[360 x (¥ - Yy ) +[30x(M, - M, )}+(D, - D)

Day Count Fraction =
360

where:
“Y1” is the year, expressed as a number, in which the first day ofthe 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 ofthe Interest Period
falls;

“M>” is the calendar month, expressed as a number, in which the day immediately following
the last day ofthe Interest Period falls;

“D1” is the first calendar day, expressed as a number, of the Interest Period, unlesssuch nunber
would be 31, in which case D; will be 30; and

“Dy” is the calendar day, expressed as a number, immediately following the last day included
in the Interest Period, unless such number would be 31, in which case D, will be 30; and

if 30E/360 (ISDA) is specified in theapplicable Final Terms, the number of days in the Interest
Period divided by 360, calculated ona formula basis as follows:

[360 (Y, —¥,)]+[30x (M, —M,)]+(D, - D,)

Day Count Fraction =
360

where:
“Y1” is the year, expressed as a number, in which the first day ofthe Interest Period falls;
“Y>” 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 ofthe Interest Period
falls;

“M_y” is the calendar month, expressed as a number, in which the day immediately following
the last day of the Interest Period falls;

“Dy1” is the first calendar day, expressed as a number, ofthe Interest Period, unless (i) that day
is the last day of February or (ii) such numberwould be 31, in which case D1 will be 30; and

“Dy” is the calendar day, expressed as a number, immediately following the last day included
in the InterestPeriod, unless(i) that day is thelast day of February butnotthe Maturity Date or
(if) such numberwould be 31, in which case D, will be 30.

If no Day Count Fraction for Fixed Rate Notes is specified in the applicable Final Terms then the Day
Count Fractionforsuch notes shall be Actual/Actual (ICMA) for notes other thanthose denominated or payable
in U.S. Dollars and 30/360 for notes denominated or payable in U.S. Dollars.

“deferred share investments” has the meaning ascribed thereto in the rules ofthe Issuer (and includes
the Issuer’s PIBS and core capital deferred shares).

“Determination Period” means the period from (and including) a Determination Date in any year to
(butexcluding) the next Determination Date.

“EEA regulatedmarket” means a market as defined by Article 4.1(21) of Directive 2014/65/EU of the
European Parliament and of the Council on markets in financial instruments, as amended.

“BExcluded Dissolution” means each of (i) a winding up or dissolution ofthe Issuer for the purpose ofa
reconstruction, union, transfer, merger oramalgamation or the substitution in place of the Issuer of a successor in
business the terms of which have previously beenapproved by the Trustee and (i) a dissolution of the Issuer by
virtue of the amalgamation and transfer provisions set out in sections 93, 94 and 97 of the Building Societies Act
1986, as amended (the “Act”), orby virtue of a transfer pursuantto an order made under section 3 of the Building
Societies (Funding) and Mutual Societies (Transfers) Act 2007, as amended (or any successor provisions thereto).

“Hierarchy Order” means The Banks and Building Societies (Priorities on Insolvency) Order 2018, as
amended orsuperseded fromtime to time.

“Independent Adviser” means an independent financial institution of international repute or an
independent adviser of recognized standing and with appropriate expertise (which may include the Calculation
Agent) appointed by the Issuer at its own expenseand approved in writing by the Trustee.

“Insolvency Act” means the Insolvency Act 1986, as amended or superseded from time to time
(including by the Hierarchy Order).

“investing members” has the meaningascribed thereto in the rules of the Issuer.

“Loss Absorption Compliant Notes” means securities that comply with the following (which
compliance has been certified to the Trustee in a certificate signed by two authorized signatories ofthe Issuerand
delivered to the Trustee prior to the relevant substitution or variation):

(@) such securities are issued by the Issuer or any wholly -owned director indirect subsidiary of the
Issuerwith aguarantee of such obligations by the Issuer;

(b) such securities rank (or, if guaranteed by the Issuer, benefit froma guarantee thatranks) as part
of the class of Secondary Non-Preferential Debts;
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(d)

©)

U

(subject to (b) above) such securities have terms not materially less favorable to noteholders
than theterms of therelevantsenior non-preferred notes (as reasonably determined by the Issuer
in consultation with an independent adviser of recognized standing);

(without prejudice to (c) above) such securities (1) contain terms such that they comply with
the thenapplicable Loss Absorption Regulations in order to beeligible to qualify in full towards
the [ssuer’s minimum requirements (on an individual or consolidated basis) for own funds and
eligible liabilities and/or loss absorbing capacity instruments; (2) bear the same rate of interest
from time to time applying to the relevant senior non-preferred notes and preserve the same
interest payment dates; (3) do not contain terms providing for deferral of payments of interest
and/or principal; (4) preservethe obligations (including the obligations arising fromthe exercise
ofany right) ofthe Issuer as toredemption of the relevant senior non -preferred notes, including
(without limitation) as to timing of, and amounts payable upon, such redemption; (5) do not
contain terms providing for loss absorption through principal write-down or conversion to
common equity tier 1 instruments (butwithout prejudice to any acknowledgement of statutory
resolution powers similar to “—Agreement with Respect to the Exercise of UK Bail-in Power”);
and (6) preserve any existing rights to any accrued and unpaid interest and any other amounts
payable undertherelevant senior non-preferred notes which has accrued to noteholders and not
been paid;

such securities are listed on the same stock exchange or market as the relevant senior non-
preferred notes orthe London Stock Exchange or any EEA regulated market or any market in
an OECD member state selected bythe Issuer; and

where the relevant senior non-preferred notes which have been substituted or varied had a
published rating solicited by the Issuer fromone or more Rating Agencies immediately prior to
theirsubstitution or variation, suchsecurities benefit from (or will, as announced, or otherwise
confirmed in writing, by each such relevant Rating Agency, benefit from) an equal or higher
published rating fromeach such Rating Agency as thatwhich applied to the relevant senior non-
preferred notes (unless any downgrade is solely attributable to the ranking of the notes under
(b) above).

a “Loss Absorption Disqualification Event” shallbe deemed to have occurredin respect ofa series of
seniornon-preferred notes if, as a result of any amendmentto, or change in, any Loss Absorption Regulations, or
any change in the application or official interpretation of any Loss Absorption Regulations, in any such case
becoming effectiveafter the Issue Date of such series of senior non-preferred notes, either:

(i

(ii)

if “Loss Absorption Disqualification Event: Full Exclusion” is specified in the applicable Final
Terms, the entire principalamountof such series of senior non-preferred notes; or

if “Loss Absorption Disqualification Event: Full or Partial Exclusion” is specified in the
applicable Final Terms, the entire principalamount of such series of senior non-preferred notes
or any part thereof,

is or (in the opinion of the Issuer or the relevant Supervisory Authority) is likely to be excluded fromthe
Issuer’s minimum requirements (whether on an individual or consolidated basis) for (A) own funds and eligible
liabilities and/or (B) loss absorbing capacity instruments, in each case as such minimum requirements are
applicable to the Issuer (whether on an individual or consolidated basis) and determined in accordance with, and
pursuant to, the relevant Loss Absorption Regulations; provided that a Loss Absorption Disqualification Event
shallnot occurwhere the exclusion of the senior non-preferred notes fromthe relevant minimum requirement(s)
is due to the remaining maturity of such senior non-preferred notes being less thanany period prescribed by any
applicable eligibility criteria for such minimum requirements under the relevant Loss Absorption Regulations
effective with respect to the Issuer on the Issue Dateof suchseries of senior non-preferred notes.
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“Loss Absorption Regulations” means, at any time, the laws, regulations, requirements, guidelines,
rules, standards and policies relating to minimum requirements for own funds and eligible liabilities and/or loss
absorbing capacity instruments of the United Kingdom (including, without limitation, any provision of the
Insolvency Act or any other Ranking Legislation which relates to the requisite features of Secondary Non-
Preferential Debts), any relevant Supervisory Authority and/or of the European Parliament or of the Council of
the European Unionthenin effect in the United Kingdomand applicable to the Issuer (whether on an individual
or consolidated basis) including, without limitation to the generality of the foregoing, any delegated or
implementing acts (such as regulatory technical standards) adopted by the European Commission and any
regulations, requirements, guidelines, rules, standards and policies relating to minimum requirements for own
funds and eligible liabilities and/or loss absorbing capacity instruments adopted by any relevant Supervisory
Authority fromtime to time (whethersuch regulations, requirements, guidelines, rules, standards or policies are
applied generally or specifically to the Issuer).

“New York City Banking Day” means any day on which commercial banks are open for general
business(includingdealings in foreign exchange and foreign currency deposits) in the city of New York.

“Ordinary Non-Preferential Debts” means ‘ordinary non-preferential debts’ as defined in Section
387A(3)(a) ofthe Insolvency Act (or, as the case may be, in therelevant section of any other Ranking Legislation).

“Principal Financial Center” means the capital city of the country issuing the Specified Currency
except, that with respect to U.S. dollars, Canadian dollars, and Swiss francs, the “Principal Financial Center”
shallbe New York City, Toronto, and Zurich, respectively.

“Ranking Legislation” means the Insolvency Act, the Hierarchy Order and, if and to the extent
applicable to the Issuer, any other law or regulationwhich is amended by the Hierarchy Order.

“Rating Agency” means any of S&P Global Ratings Europe Limited, Moody’s Investors Service
Limited and Fitch Ratings Limited and each of their respective affiliates or successors.

“Regulatory Capital Requirements” means, at any time, any requirement contained in the law,
regulations, requirements, guidelines and policies then in effect relating to capital adequacy and prudential
supervision and applicable to the Issuer, including (without limitation to the generality of the foregoing), those
applicable laws, regulations, requirements, guidelines and policies relating to capital adequacy and prudential
supervision then in effect of the United Kingdom or the relevant Supervisory Authority and/or any applicable
regulation, directive or other binding rules, standards or decisions adopted by theinstitutions of the EU.

A “Regulatory Bvent” is deemed to have occurred in respect ofa series of subordinated notes if there
is a change (which has occurred or which the relevant Supervisory Authority considers to be sufficiently certain)
in the regulatory classification of such series of subordinated notes which becomes effective after the Issue Date
of such series of subordinated notes and that results, orwould be likely to result, in:

0] if “Regulatory Event (subordinated notes only): Full Exclusion” is specified in the applicable
Final Terms, the entire principal amount of such series of subordinated notes being excluded fromthe Tier 2
Capital of the Issuer (whether on an individual or consolidated basis); or

(i) if “Regulatory Event (subordinated notes only): Full or Partial Exclusion” is specified in the
applicable Final Terms, the entire principalamountofsuch series of subordinated notes orany part thereof being
excluded fromthe Tier 2 Capital of the Issuer (whether on an individual or consolidated basis).

“Relevant Supervisory Consent” means, in relation to any action, such permission or waiver of the
relevant Supervisory Authority as is then required for such action under prevailing Regulatory Capital
Requirements and/or Loss Absorption Regulations, as the case may be.

“Secondary Non-Preferential Debts” means ‘secondary non-preferential debts’ as defined in Section
387A(3)(b) of the Insolvency Act (or, asthe case may be, in the relevantsection of any other Ranking Legislation).
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“Senior Claims” means theaggregate amountofall claims admitted in the winding up or dissolution of
the Issuerwhich are:

0] claims of depositors of the Issuer;

(i) claims of investing members of the Issuer as regards the principal and interest due on share
investments other than deferred share investments; and

(i) claims of creditors in respect of Ordinary Non-Preferential Debts of the Issuer and all other
obligations ofthe Issuer which are preferred by lawto Secondary Non-Preferential Debts.

“Senior Non-PreferredClaims” means the aggregate amount ofall claims admitted in the winding up
or dissolution of the Issuer which are claims of creditors in respect of Secondary Non-Preferential Debts of the
Issuer.

“Specified Currency” means a currency issued and actively maintained as a country’s or countries’
recognized unit of domestic exchange by the governmentofany country and suchtermshallalso includetheeuro.

“Subordinated Claims” means the aggregate amount of all claims admitted in the winding up or
dissolution of the Issuer which are claims in respect of Tertiary Non-Preferential Debts of the Issuer, including
(without limitation) claims of creditors in respect of obligations of the Issuer which constitute, orwould but for
any applicable limitation on the amount of such capital constitute, Tier 2 Capital, Additional Tier 1 Capital
(including, without limitation, the Issuer’s PIBS) or CET1 Capital (including the Issuer’s core capital defemred
shares).

“Supervisory Authority” means, fromtime to time, the Prudential Regulation A uthority, the Bank of England
and/or such other authority having for the time being primary supervisory authority and/or responsibility with
respectto prudential or resolution matters concerning the Issuer and/or its group, as may be relevant in the context.

“TARGET2” means the Trans-European Automated Real-time Gross Settlement Express Transfer
payment systemwhich utilizes a single shared platformand which was launched on November 19, 2007 or any
successor thereto.

“Tertiary Non-Preferential Debts” means ‘tertiary non-preferential debts’ as defined in Section
387A(3)(c) ofthe Insolvency Act (or, as the case may be, in therelevant section of any other Ranking Legislation).

“Tier 1 Capital”, “CET1 Capital”, “Additional Tier 1 Capital” and “Tier 2 Capital” have the
respective meanings given thereto (or to a successor or equivalentterm) in the Regulatory Capital Requirements.

“U.S. Government Securities Business Day” means any day except fora Saturday, Sunday ora day on
which The Security Industry & Financial Markets Association recommends that the fixed income departments of
its members be closed forthe entire day for purposes oftradingin U.S. government securities.

Form, Transfer, Exchange and Denomination

Notes of a series will initially be represented by a global note or global notes in fully registered form
(“Global Notes”). Notes offered in the United States to qualified institutional buyers in reliance on Rule 144A
will be represented by one or more U.S. global notes (“U.S. Global Notes”). Notes offered outside the United
States to non-U.S. persons in reliance on Regulation S will be represented by one or more international global
notes (“International Global Notes™).

Notes will bear a legend setting forth transfer restrictions and may not be transferred except in
compliance with these transfer restrictions and subject to certification requirements. In no event will notes in
bearer formbe issued.

Unless otherwise specified in the Final Terms relating to a particular series of notes, the Global Note or
Global Notes representing a series of notes will be issued to and deposited with, or on behalf of, DTC in New
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York City and registered in the name of Cede & Co. (“Cede”), as DTC’s nominee. Interests in a Global Note or
Global Notes representing notes of a series will be shown in, and transfers thereof will be effected only through,
records maintained by DTC and its participants until such time, if any, as physical registered certificates
(“CertificatedNotes™) in respect of such notes are issued, as set forth in the section entitled “Description of the
Global Notes—Book-Entry System.”

The Global Note or Global Notes representing a series of notes may be transferred only to a successor of
DTC or anothernominee of DTC. For additional information, seethe section entitled “ Description of the Global
Notes—Book-Entry System.”

Underthe following circumstances, Global Notes of a series may be exchanged for certificated registered
notes ofsuchseries:

o if atany time DTC notifies us that it is unwilling or unable to continue as the depositary for the
notes, or DTC ceases to be a clearing agency registered under the Exchange Act, and we are
unable to appointasuccessorto DTC registered as a clearing agency under the Exchange Act
within 90 days of suchnotification or of ourbecomingaware of such ineligibility;

o upon the occurrence of any Eventof Default under the Indenture; and

. if we determine in oursole discretion (subject to DTC’s procedures) thatthenotes of any series
shouldno longer be represented by such Global Note or notes.

Certificated Notes representing a series of notes, if any, will be exchangeable for other Certificated Notes
representing notes of such series of any authorized denominations and of a like aggregate principal amount and
tenor. Certificated Notes will be serially numbered.

Certificated Notes may be presented to the Trustee for registration of transfer of exchange at its office in
New York, which, at the date hereof, is located at 101 Barclay Street, New York, New York 10286. Certificated
Notes may be presented forexchange and transfer in the manner, at the places and subject to the restrictions set
forth in the Indenture and the notes. We have notregistered the notes under the Securities Act or with any securities
regulatory authority of any jurisdiction, and accordingly, transfers of the notes will be subject to the restrictions
set forth in the sections entitled “Notice to Investors”and “Transfer Restrictions.”

Certificated Notes and interests in the U.S. Global Notes may be transferred to a person who takes
delivery in the form of interests in an International Global Note only upon receipt by the Trustee of written
certifications, in the form provided in the Indenture, to the effect that the transfer is being made in accordance
with Regulation SorRule 144 underthe Securities Act and that, if this transferoccurs priorto 40 days after the
commencement of the offering of such notes, the interest transferred will be held immediately thereafter through
Euroclear Bank S.A./N.V. (“Buroclear”) or Clearstream Banking, SA (“Clearstream”), each of which is a
participantin DTC.

Until 40 days after the closing date for the offering of a series of notes, interests in an International Global
Note may be held only through Euroclear or Clearstream, which are participants in DTC. Certificated Notes and
interests in International Global Notes may be transferred to a personwho takes delivery in the form of interests
in a U.S. Global Note only upon receipt by the Trustee of written certifications, in the form provided in the
Indenture, to the effect that such transfer is being made in accordance with Rule 144A to a person whom the
transferor reasonably believes is purchasing for its own account or for an account as to which it exercises sole
investment discretion and thatsuch person and such account or accounts are “qualified institutional buyers” within
the meaning of Rule 144A and agree to comply with the restrictions on transfer set forth in the sections entitled
“Noticeto Investors” and “Transfer Restrictions.”

In the eventofany redemption of notes, we will not be required to (i) register the transfer of or exchange
the notes during a period of 15 calendar days immediately preceding the date of redemption; (ii) register the
transfer of orexchange the notes, orany portion thereof called for redemption, except the unredeemed portion of
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any of the notes being redeemed in part; or (iii) with respect to notes represented by a Global Note or Global
Notes, exchange any suchnote or notes called for redemption, except to exchange such note or notes for another
Global Note or Global Notes of thatseries and like tenor representing the aggregate principalamount of notes of
that series thathave notbeen redeemed.

Unless otherwise specified in the Final Terms relating to a particular series of notes, The Bank of New
York Mellon, London Branch is the paying agent (the “Paying Agent”) for the notes pursuant to the Indenture.
We may at any time designate additional payingagents orrescindthe designation of any paying agent provided
that if and for so long as the notes are listed on any stock exchange which requires the appointment of a paying
agentin any particular place, we shall maintain a paying agent with an office in the place required by such stock
exchange or relevantauthority.

We will issue senior preferred notes and senior non-preferred notes in minimum denominations of
$200,000 and subordinated notes in minimum denominations of $250,000, and in each case in integral multiples
of $1,000 in excess thereof, in the case of notes denominated in U.S. dollars. We will issue notes denominated in
a Specified Currency otherthanU.S. dollars in minimum denominations that are the equivalent of these amounts
in any other Specified Currency, and in any other denominations in excess of the minimum denominations as
specified in the applicable Final Terms. The notes will be issued in integ ral multiples of 1,000 units ofany such
Specified Currency in excess of their minimum denominations. Ifthe principal, premium, if any, and interest, if
any,on any ofthe notes not denominated in U.S. dollars, euro or sterling are to be payable at our or the holder’s
option in U.S. dollars, such payment will be made on the basis of the Market Exchange Rate, computed by the
Currency Determination Agent in respect of the relevant series of notes and as specified in the applicable Final
Terms, on the second Business Day priorto such payment or, if such Market Exchange Rate is not then available,
on the basis of the most recently available Market Exchange Rate.

Payment of Principal, Premium, ifany, and Interest, if any

Payments of principal, premium, ifany, and interest, ifany, to owners of beneficial interests in the Global
Notes are expected to be made in accordance with those procedures of DTC and its participants in effect from
time to time as described in the subsection entitled “Description ofthe Global Notes—Book-Entry System” and,
in the case ofany notedenominated in a Specified Currency otherthan U.S. dollars, as provided below.

Payments willbe subject in all cases to any withholding or deduction required pursuantto an agreement
describedin Section 1471(b) of the U.S. Internal Revenue Code 0f 1986, as amended (the “Code”) or otherwise
imposed pursuant to Sections 1471 through 1474 of the Code, any regulations or agreements thereunder, any
official interpretations thereof, orany law implementing an intergovernmental approach thereto.

Except as described below, with respect to any Certificated Note, payments of interest, if any, will be
made by mailing a checkto the holder at the address of such holder appearing on the register for the notes on the
regularrecord date (the “Regular RecordDate”). Notwithstanding the foregoing, at our option, all payments of
interest onthenotes may be made by wire transfer ofimmediately available funds to an accountat a bank located
within the United States as designated by each holder notlessthan 15 calendar days prior to the relevant Interest
Payment Date. A holder of $10,000,000 (or, if the Specified Currency is other than U.S. dollars, the equivalent
thereof in that Specified Currency) or more in aggregate principal amount of notes of like tenor and terms with
the same Interest Payment Date may demand payment by wire transfer but only if appropriate payment
instructions have beenreceived in writing by any payingagentwith respect to such note appointed by us, notless
than 15calendar days prior to the Interest Payment Date. In theeventthat paymentis somade in accordance with
instructions of the holder, such wire transfer shall be deemed to constitute full and complete payment of such
principal, premium and/or interest on the notes. Payment of the principal, premium, if any, and interest, if any,
due with respectto any Certificated Note at Maturity will be made in immediately available funds uponsurrender
ofsuch note atthe principal office ofany payingagentappointed by us with respect to thatnoteand accompanied
by wire transfer instructions, provided thatthe Certificated Note is presented to such payingagent in time for such
paying agentto make such payments in suchfunds in accordance with its normal procedures.
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Payments of principal, premium, if any, and interest, if any, with respect to any note to be made in a
Specified Currency other than U.S. dollars will be made by check mailed to the address of the person entitled
thereto as its address appears in the register for the notes or by wire transfer to such account with a bank located
in a jurisdiction acceptable to us and the Trustee as shallhave been designated at least 15 calendar days prior to
the Interest Payment Date or Maturity, as the case may be, by the holder of such note on the relevant Regular
Record Date orat Maturity, provided that, in the case of paymentof principal of, and premium, ifany, and interest,
if any, due at Maturity, thenote is presented to any paying agent appointed by us with respect tosuch note in time
for such paying agent to make such payments in such funds in accordance with its normal procedures. Such
designation shall be made by filing the appropriate information with the Trustee at its Corporate Trust Office, and,
unless revoked, any such designation made with respect to any noteby a holder will remain in effect with respect
to any further payments with respect to such note payable to such holder. If a payment with respect to any such
note cannot be made by wire transfer because the required designation has notbeen received by the Trustee on or
before the requisite date or for any other reason, a notice will be mailed to the holder at its registered address
requesting a designation pursuant to which such wire transfer can be made and, upon such Trustee’s receipt of
such a designation, such payment will be made within 15 calendar days of such receipt. We will pay any
administrative costs imposed by banks in connection with making payments by wire transfer, but any tax,
assessment or governmental charge imposed upon payments will be borne by theholders of such notes in respect
of which such payments are made.

Except as provided below, payments of principal, premium, if any, and interest, if any, with respect to
any note represented by Global Notes thatis denominated in a Specified Currency otherthan U.S. dollars will be
made in U.S. dollars, as set forth below. If the holder of such note on the relevant Regular Record Date or at
Maturity, as thecase may be, requests payments in a currency otherthan U.S. dollars, the holdershalltransmit a
written request for such payment to any paying agent appointed by us with respect to such note at its principal
office on or prior to such Regular Record Date or the date 15 calendar days prior to Maturity, as the case may be.
Such requestmay be delivered by mail, by hand, by cable or by telexorany other formof facsimile transmission.
Any such request made with respect to any note by a holder will remain in effect with respect to any further
payments of principal, and premium, if any, and interest, ifany, with respectto such note payable to such holder,
unlesssuchrequestis revoked by written notice received by such paying agent onor priorto therelevant Regular
Record Date or the date 15 calendar days prior to Maturity, as the case may be (but no such revocation may be
made with respect to payments made on any suchnoteifan Event of Default has occurred with respectthereto or
upon the giving of a notice of redemption). Holders of notes denominated in a currency other than U.S. dollars
whose notes are registered in the name of a broker or nominee should contactsuch broker or nomineeto determine
whetherand howan election to receive payments in a currency otherthan U.S. dollars may be made.

The U.S. dollaramount to be received by a holder ofa note denominated in otherthan U.S. dollars who
elects to receive payments in U.S. dollars will be based onthe highest indicated bid quotation for the purchase of
U.S. dollars in exchange for the Specified Currency obtained by the Currency Determination Agent at
approximately 11:00 a.m., New York City time, on the second Business Day immediately preceding theapplicable
payment datefromthe bank composite or multicontributor pages ofthe Quoting Source for three (ortwo ifthree
are not available) major banks in New York City. The first three (or two) such banks selected by the Currency
Determination Agent which are offering quotes on the Quoting Source will be used. If fewer than two such bid
quotations are available at 11:00 a.m., New York City time, on the second Business Day immediately preceding
the applicable payment date, such paymentwill be based on the Market Exchange Rate as of the second Business
Day immediately preceding the applicable payment date. If the Market Exchange Rate for such date is not then
available, such payment will be made in the Specified Currency. As used herein, the “Quoting Source” means
Reuters Monitor Foreign Exchange Service, or if the Currency Determination Agentdetermines that suchservice
is notavailable, such comparable display or other comparable manner of obtaining quotations as shall be agreed
between usand the Currency Determination Agent. All currency exchange costs associated with any paymentin
U.S. dollars on any such notes willbe borne by the holder thereof by deductions fromsuch payment.

If the Specified Currency for a note denominated in a currency other than U.S. dollars is not available
for the required payment of principal, premium, if any, and/or interest, if any, in respect thereof due to the
imposition of exchange controls or other circumstances beyond our control, we will be entitled to satisfy our
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obligationstothe holder of such note by making such payment in U.S. dollars on the basis of the Market Exchange
Rate, computed by the Currency Determination Agent, on the second Business Day priorto such paymentor, if
such Market Exchange Rate is not then available, on the basis of the most recently available Market Exchange
Rate. Any payment made in U.S. dollars under such circumstances where the required payment was to be in a
Specified Currency otherthan U.S. dollars will not constitutean Event of Default under the Indenture with respect
to the notes.

All determinations referred to above made by the Currency Determination Agent shall be at its sole
discretion in accordance with its normal operating procedures and shall, in the absence of manifest error, be
conclusive forall purposes and binding on all holders and beneficial owners of notes.

Interest

Interest on Fixed Rate Notes

Each Fixed Rate Note bears interestfrom(and including) the Interest Commencement Dateat the rate(s)
per annumequal to the Fixed Rate(s) of Interest payable in arrear on the Interest Payment Date(s) in each year
specified in the applicable Final Terms and on the Maturity Date specified in the applicable Final Terms if that
does not fall on an InterestPayment Date. Thefirst paymentof interestwillbe made on the InterestPayment Date
next following the Interest Commencement Date.

Interest shall be calculated in respect of any period by applying the Rate of Interest to the aggregate
outstanding nominal amount of the Fixed Rate Notes and multiplying such sum by the applicable Day Count
Fraction, and rounding the resultant figure to the nearest subunit of the relevant Specified Currency, half of any
such subunit being rounded upwards or otherwise in accordance with applicable market convention.

If “Business Day Convention—Adjusted” is specified to beapplicable in the applicable Final Terms, then:

@) any Interest Payment Date or the Maturity Date which would otherwise fallon a day which is
not a Business Day will be postponed or brought forward (as applicable) in accordance with the
relevant business day convention (as described under “Intereston Floating Rate Notes - Interest
Payment Dates” below) specified in the applicable Final Terms (which, for the avoidance of
doubt, shallnot be the Floating Rate Convention);

() the amount of interest payable on any Interest Payment Date or the Maturity Date will be the
amount accruedduringthe Fixed Interest Period endingimmediately priorto (as the case may
be) such Interest Payment Date or the Maturity Date. As used herein, “Fixed Interest Period’
means the period from(and including) the Interest Commencement Dateto (butexcluding) the
first InterestPayment Date and each successive period from(and including) an Interest Payment
Date to (but excluding) the next succeeding Interest Payment Date (or, if applicable, the
Maturity Date); and

(© the Calculation Agent will calculate the amount of interest for each Fixed Interest Period and
will cause suchamountandthe relative Interest Payment Date to be notified tous, to the Trustee
and to any listing authority, stock exchange and/or quotation system to which the Fixed Rate
Notes have then been admitted to listing, trading and/or quotation andto be published as soon
as possible after such determination but in noevent later than the fourth Business Day thereafter.
Each amount of interestand therelative Interest Payment Date so notified may subsequently be
amended (or appropriate alternative arrangements made by way of adjustment) without prior
notice in the eventofan extensionor shortening of therelevant Fixed Interest Period. Any such
amendment or alternative arrangements will promptly be notified to each listing authority, stock
exchange and/or quotation system to which the Fixed Rate Notes have then been admitted to
listing, trading and/or quotationand tothe holders in accordance with the Indenture.

If “Business Day Convention—Non-Adjusted” is specified to beapplicable in the applicable Final Terms, then:
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@ any Interest Payment Date or the Maturity Date which would otherwise fallon a day which is
not a Business Day will be postponed or brought forward (as applicable) in accordance with the
relevant business day convention (as described under “Intereston Floating Rate Notes - Interest
Payment Dates” below) specified in the applicable Final Terms (which, for the avoidance of
doubt, shallnot be the Floating Rate Convention); and

(b) there will be no corresponding adjustment of the amount of interest payable on any Interest
Payment Date or (as the case may be) the Maturity Date.

Interest on Reset Notes
Rates of Interest and Interest Payment Dates
Each Reset Note bears interest:

@) from (and including) the Interest Commencement Date specified in the applicable Final Tenrs
to (but excluding) the First Reset Dateat therate perannumequal to the Initial Rate of Interest;

(b) from (and including) the First Reset Date to (but excluding) the Second Reset Date or, if no
such Second Reset Date is specified in the applicable Final Terms, the Maturity Dateat the rate
perannumequalto the First Reset Rate of Interest; and

(©) if applicable, from(and including) the Second Reset Dateto (but excluding) the first Subsequent
Reset Date (ifany), and eachsuccessive period from(and including) any Subsequent Reset Date
to (but excluding) the next succeeding Subsequent Reset Date (if any) (each a “Subsequent
Reset Period”) at the rate perannumequal to the relevant Subsequent Reset Rate of Interest,

(in each case rounded if necessary to the fifth decimal place, with 0.000005 being rounded upwards)
payable, in eachcase, in arrear on the Interest Payment Date(s) in each yearand onthe Maturity Date so specified
if that does not fall on an Interest Payment Date.

The Rate of Interestand the amountof interest (the “Interest Amount”) payable shallbe determined by
the Calculation Agent, (A) in the case ofthe Rate of Interest, at oras soonas practicable after each time at which
the Rate of Interestis to be determined, and (B) in the case of the Interest Amount in accordance with the
provisions for calculating amounts of interest in “Interest—Intereston Fixed Rate Notes” and, for such purposes,
references therein to “Fixed Rate Notes” shallbe deemed to beto “ResetNotes” and “ Interest—Intereston Fixed
Rate Notes”shallbe construed accordingly.

In this section “—Interest onResetNotes™

“Calculation Agent” means the calculation agent specified in the applicable Final Terms;
“First Margin” means the margin specified as suchin the applicable Final Terms;

“First Reset Date” means the date specified assuch in the applicable Final Terms;

“First Reset Period” means the period from (and including) the First Reset Date until (but excluding)
the Second Reset Date or, if no such Second Reset Date is specified in the applicable Final Terms, the Maturity
Date;

“FirstReset Rate of Interest” means, in respect ofthe First Reset Period and subject to “Interest— Intereston
Reset Notes—Fallbacks” and (if applicable) “—Benchmark discontinuation” the rate of interest determined by
the Calculation Agent on the relevant Reset Determination Date as the sum, converted, if the Reset Reference
Rate is either Mid-Swaps orthe Reference Bond Yield (if not already on the same basis), froma basis equivalent
to the Fixed Leg Swap Duration or the Reference Bond Yield, as the case may be, to a basis equivalent to the
frequency with whichscheduled interest payments are payable onthe notes during the relevant Reset Period (such
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calculation tobe determined by the Issuer in conjunction with a leading financial institution selected by it), of (A)
the relevant Reset Reference Rate and (B) the First Margin;

“Fixed Leg Swap Duration” has the meaning specified in the applicable Final Terms;
“Floating Leg Swap Duration” has the meaning specified in the applicable Final Terms;
“Initial Rate of Interest” has themeaning specified in the applicable Final Terms;

“Mid-Market Swap Rate” means, subject to “Interest — Interest on Reset Notes — Fallbacks” and (if
applicable) “—Benchmark discontinuation, ” for any Reset Period the mean of the bid and offered rates for the
fixed leg payable with a frequency equivalentto the Fixed Leg Swap Duration (calculated on the basis of the Day
Count Fractionas specified in the applicable Final Terms as determined by the Calculation Agent) of a fixed -for-
floating interest rate swap transaction in the Specified Currency which transaction (i) has a term equal to the
relevant ResetPeriod and commencing onthe relevant Reset Date, (ii) is in an amount thatis representative fora
single transaction in the relevant market at the relevant time with an acknowledged dealer of good credit in the
swap market and (iii) has a floating leg based on the Mid-Swap Floating Leg Benchmark Rate for the Floating
Leg Swap Duration (calculated on the basis of the Day Count Fraction as specified in the applicable Final Tenms
as determined by the Calculation Agent);

“Mid-Market Swap Rate Quotation” means a quotation (expressed as a percentage rate per annum)
for the relevant Mid-Market Swap Rate;

“Mid-Swap Floating Leg Benchmark Rate” means (subject to “—Benchmark discontinuation,” if
applicable) EURIBOR if the Specified Currency is euro or LIBOR for the Specified Currency if the Specified
Currency is not euro;

“Mid-Swap Rate” means, in relation to a Reset Determination Date and subject to “Interest—Interest
on Reset Notes—Fallbacks”and (ifapplicable) “—Benchmark discontinuation” either:

0] if Single Mid-Swap Rate is specified in the applicable Final Terms, the rate for swaps in the
Specified Currency:

(A) with a term equalto the relevant Reset Period; and
(B) commencing on the relevant Reset Date,

which appears on the Relevant Screen Page or such replacement page on that service which
displaystheinformation;or

(i) if Mean Mid-Swap Rate is specified in the applicable Final Terms, the arithmetic mean
(expressed as a percentage rate per annumand rounded, if necessary, to the nearest 0.001%
(0.0005% being rounded upwards)) ofthe bidand offered swap rate quotations for swaps in the
Specified Currency:

(A) with a term equalto the relevant Reset Period; and
(B) commencing on the relevant Reset Date,

which appearon the Relevant Screen Page or such replacement page on that service which displays the
information,

in either case, as at approximately 11.00 a.m. in the Principal Financial Center of the Specified Currency
on such Reset Determination Date, allas determined by the Calculation Agent provided, however, that if there is
no such rate appearing on the Relevant Screen Page fora term equalto the relevant Reset Period, thenthe Mid-
Swap Rate shall be determined through the use of straight-line interpolation by reference to two rates, one of
which shallbe determined in accordance with the above provisions, but as ifthe relevant Reset Period were the
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period oftime for which rates are available next shorterthan the length of the actual Reset Period and the other
of which shallbe determined in accordance with the above provisions, butas if the relevant Reset Period were the
period oftime for which rates are available next longerthanthelength ofthe actual Reset Period;

“Mid-Swap Reference Banks”means the principal office in the Relevant Financial Centre of four major
banks in theswap, money, securities or other market most closely connected with the Subsequent Reset Reference
Rate as selected by the Issuer on the advice ofan investmentbank of international repute;

“Rate of Interest” means the Initial Rate of Interest, the First Reset Rate ofInterest or the Subsequent
Reset Rate of Interest, as applicable;

“Reference Bond” means for any Reset Period a government security or securities issued by the state
responsible for issuing the Specified Currency (which, if the Specified Currency is euro, shall be Germany)
selected by the Issuer on the advice of an investment bank of international repute as having an actual or
interpolated maturity comparable with the relevant Reset Period that would be utilized, at the time of selection
and in accordance with customary financial practice, in pricing new issues of corporate debt securities
denominated in the same currency as the notes and of a comparable maturity to the relevant Reset Period.

“Reference Bond Price” means, with respect to any Reset Determination Date, (A) if the Calculation
Agent obtains four or five Reference Government Bond Dealer Quotations, the arithmetic average of the
Reference Government Bond Dealer Quotations for such Reset Determination Date, after excluding the highest
(or, in the event of equality, one ofthe highest) and lowest (or, in the event of equality, one of the lowest) such
Reference Government Bond Dealer Quotations, or (B) if the Calculation Agent obtains fewer than four such
Reference Government Bond Dealer Quotations, the arithmetic average of all such quotations, or (C) if the
Calculation Agent obtains one such Reference Government Bond Dealer Quotation, the amount of such quotation,
or (D) if the Calculation Agent obtains no such Reference Government Bond Dealer Quotations, the Reference
Bond Price determined on the immediately preceding Reset Determination Date or, in the case of the first Reset
Determination Date, the Reference Bond Fallback Price specified in the applicable Final Terms;

“Reference BondReset Rate Time” means the time specified in the applicable Final Terms;

“Reference Bond Yield” means the yield to maturity or interpolated yield to maturity (on the relevant
day count basis) of the relevant Reference Bond;

“Reference Government Bond Dealer” means each offive banks (selected by the Issuer on the advice
of an investment bank of international repute), or their affiliates, which are (A) primary government securities
dealers, and their respective successors, or (B) market makers in pricing corporate bond issues;

“Reference Government BondDealer Quotations” means, with respectto each Reference Government
Bond Dealerand therelevant Reset Determination Date, thearithmetic average, as determined by the Calculation
Agent, of the bid and offered prices for the relevant Reference Bond (expressed in each case as a percentage of
its nominalamount) at oraround the Reference Bond Reset Rate Time on the relevant Reset Determination Date
guoted in writing to the Calculation Agent by such Reference Government Bond Dealer;

“Relevant Screen Page” means the screen page specified in the applicable Final Terms (or any successor
or replacement screen displaying therelevant information);

“Reset Business Day” means 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 any Business Centre specified in the applicable Final Terms;

“Reset Date” means the First Reset Date, the Second Reset Date and each Subsequent Reset Date (as
applicable);

“Reset Determination Date” means, in respect of the First Reset Period, the second Reset Business Day
priorto the First Reset Date, in respectofthe first Subsequent Reset Period, the second Reset Business Day prior

223



to the Second Reset Date and, in respect of each Subsequent Reset Period thereafter, the second Business Day
priorto the first day of each such Subsequent ResetPeriod;

“Reset Period” means theFirst Reset Period ora Subsequent Reset Period, as the case may be;

“Reset Reference Rate” means either (i) any ofthe CMT Rate, the Commercial Paper Rate, the Eleventh District
Costof Funds Rate, EURIBOR, the Federal Funds Rate, Compounded Daily SONIA, SOFR, the Prime Rate, or
the Treasury Rate, each as described in “Interest—Interest on Floating Rate Notes” and, for such purposes,
references therein to “Floating Rate Notes” shall be deemed to be to “Reset Notes” and “Interest—Interest on
Floating Rate Notes” shall be construed accordingly, or (ii) if Mid-Swaps is specified in the applicable Final
Terms the Mid-Swap Rate, or (iii) if Reference Bond is specified in the applicable Final Terms, the Reference
Bond Yield, assuming a price for such Reference Bond (expressedas a percentage of its nominalamount) equal
to the relevant Reference Bond Price;

“SecondReset Date” means the datespecified in the applicable Final Terms;
“Subsequent Margin” means the margin specified as suchin the applicable Final Terms;
“Subsequent Reset Date” means the date or dates specified in the applicable Final Terms; and

“Subsequent Reset Rate of Interest” means, in respect of any Subsequent Reset Period and subject to ““Interest—
Interest on Reset Notes—Fallbacks” and (if applicable) “Interest — Benchmark discontinuation”, the rate of
interest determined by the Calculation Agent on the relevant Reset Determination Date as thesum, converted, if
the Reset Reference Rate is either Mid-Swaps or the Reference Bond Yield (if not already on the same basis),
froma basis equivalent tothe Fixed Leg Swap Duration specified in the applicable Final Terms or the Reference
Bond Yield, as the case may be, to a basis equivalent to the frequency with which scheduled interest paynents
are payable on the notes during the relevant Reset Period (such calculation to be determined by the Issuer in
conjunction with a leading financial institution selected by it), of (A) the relevant Reset Reference Rate and (B)
the relevant Subsequent Margin.

Fallbacks for Mid-Swap Rate

If on any Reset Determination Date the Relevant Screen Pageis not available or the Mid-Swap Rate does
not appear on the Relevant Screen Page, the Calculation Agent shall request each of the Mid-Swap Reference
Banks to provide the Calculation Agent with its Mid-Market Swap Rate Quotationas at approximately 11.00 a.m.
in the Principal Financial Center ofthe Specified Currency on the Reset Determination Date in question.

If two ormore of the Mid-Swap Reference Banks providethe Calculation Agent with Mid-Market Swap
Rate Quotations, the First Reset Rate of Interest orthe Subsequent Reset Rate of Interest (as applicable) for the
relevant Reset Period shall be the sum(convertedas setout in the definition of suchtermabove) of the arithmetic
mean (rounded, if necessary, to the nearest 0.001% (0.0005% being rounded upwards)) of the relevant Mid-Market
Swap Rate Quotations and the First Margin or Subsequent Margin (as applicable), all as determined by the
Calculation Agent.

If on any Reset Determination Date only oneofthe Mid-Swap Reference Banks provides the Calculation
Agent with a Mid-Market Swap Rate Quotation as provided in the foregoing provisions of this paragraph, the
First Reset Rate of Interestor the Subsequent Reset Rate of Interest (as applicable) shall be the sum (converted as
set out in the definition of such termabove) of (rounded, if necessary, to the nearest 0.001% (0.0005% being
rounded upwards)) of the relevant Mid-Market Swap Rate Quotation and the First Margin or Subsequent Margin
(as applicable), allas determined by the Calculation Agent.

If on any Reset Determination Date none of the Mid-Swap Reference Banks provides the Calculation
Agent with a Mid-Market Swap Rate Quotationas provided in the foregoing provisions of*“ Interest— Interest on
Reset Notes—Fallbacks”, the First Reset Rate of Interest or the Subsequent Reset Rate of Interest (as applicable)
shallbe determined by the Calculation Agent as if, and on the assumption that, the relevant Reset Reference Rate
were equal to (i) the Mid-Swap Rate determined as at the last preceding Reset Date or, (ii) for the purpose of
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determining the First Reset Rate of Interest on the first Reset Determination Date, the Mid-Swap Fallback Rate
specified in the applicable Final Terms.

Notification of First Reset Rate of Interest, Subsequent Reset Rate of Interest and Interest Amount

The Calculation Agent will cause the First Reset Rate of Interest, any Subsequent Reset Rate of Interest
and, in respect ofa Reset Period, the Interest Amount payable on each Interest Payment Date falling in such Reset
Period to be notified to the Issuer, the Paying Agent, the Trustee andany competent authority or stock exchange
by or on which the relevant Reset Notes are for the time being listed and notice thereof to be published in
accordance with “—Notices”) as soon as possible after their determination but in no event later than the fourth
London Business Day (as defined in ““Interest—Interest on Floating Rate Notes—Determination of Rate of Interest
and calculation of Interest Amount; Percentages”) thereafter.

Determinationor Calculation by an agent appointed by the Trustee

If for any reason the Calculation Agent defaults in its obligation to determine the Rate of Interest or
calculate any Interest Amount in accordance with “Interest—Interest on Reset Notes—Rates of Interest and
Interest Payment Dates”), the Trustee may (at the expense of the Issuer) appoint an agent to do so and such
determination shall be deemed to have been made by the Calculation Agent. In doing so, such agent shall apply
the foregoing provisions of this section “Interest—Interest on Reset Notes”) with any necessary consequential
amendments, to the extent that, in its opinion, it can do so, and in all other respects it shall do so in such manner
as it shalldeemfair and reasonable in all the circumstances.

Certificatesto be final

All certificates, communications, opinions, determinations, calculations, quotations and decisions given,
expressed, made or obtained for the purposes ofthe provisions ofthis section “ Interest—Intereston Reset Notes™)
by the Calculation Agent orany agent appointed by the Trustee shall (in the absence of willful default, bad faith
or manifest error) be binding on the Issuer, the Trustee, the Calculation Agent, the other paying agents and all
noteholders and Couponholders and (in the absenceas aforesaid) no liability to the Issuer, the noteholders or the
Couponholders shall attach to the Calculation Agent or the Trustee or any agent appointed by the Trustee in
connectionwith theexercise or non-exercise by it of its powers, duties and discretions pursuant to such provisions.

Interest on Floating Rate Notes
Interest Payment Dates

Each Floating Rate Note bears interestfrom(and including) the Interest Commencement Dateat the rateequal to
the Rate of Interest payable in arrear on either:

0] the Interest Payment Date(s) in each year specified in the applicable Final Terms (the period
from (and including) the Interest Commencement Date to (but excluding) the first Interest
Payment Date and each successive period from(and including) an Interest Payment Dateto (but
excluding) the next Interest Payment Date, eachan “Interest Period”); or

(i) if no express Interest Payment Date(s) is/arespecified in the applicable Final Terms, each date
which falls the number of months or other period specified as the Interest Period in the
applicable Final Terms after the preceding Interest Payment Date or, in the case of the first
InterestPayment Date, after the Interest CommencementDate, each such datebeingan Interest
Payment Date.
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If any Interest Payment Date which is specified in the applicable Final Terms to be subject to adjustment
in accordance with a business day conventionwould otherwise fallon a day which is not a Business Day, then, if
the business day convention specified is:

(A) in any case where Interest Periods are specified in accordance with (ii) above, the Floating Rate
Convention, such Interest Payment Dateshall be postponed to the next day which is a Business
Day unless it would thereby fallinto the next calendar month, in which event (1) such Interest
Payment Date shall be brought forward to the immediately preceding Business Day and (ll)
each subsequent Interest Payment Dateshall be the last Business Day in the month which falls
the number of months or other period specified as the Interest Period in the applicable Final
Terms afterthe precedingapplicable Interest Payment Date occurred; or

(B) the Following Business Day Convention, such Interest Payment Date shall be postponedto 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 nex
calendar month, in which event such Interest Payment Date shall be brought forward to the
immediately preceding Business Day; or

(D) the Preceding Business Day Convention, such Interest Payment Date shall be brought forward
to the immediately preceding Business Day.

Rate of Interest

The Rate of Interest payable fromtime to time in respect of Floating Rate Notes will be determined in
the mannerspecified in the applicable Final Terms. For the avoidance of doubt, the provisions in this section in
respectof Floating Rate Notes shall also apply to Reset Notes whenthe Reset Reference Rate includes one of the
Interest Rate Basis described in this section.

Interest on Floating Rate Notes will be determined by reference to the applicable Interest Rate Basis or
Bases, which may, as described below, include:

o the one-year Constant Maturity Treasury Rate (“CMT Rate”);
) the Commercial Paper Rate;

o the Eleventh District Cost of Funds Rate;

. EURIBOR,

. the Federal Funds Rate;

. LIBOR;

° Compounded Daily SONIA;

. SOFR;

) the Prime Rate; or

o the Treasury Rate.

The applicable Final Terms will specify whetherany Margin, expressed as a percentage amount, is to be
added orsubtracted fromthe related Interest Rate Basis or Bas es applicable to such Floating Rate Note.

The applicable Final Terms will specify whether the rate of interest on the related Floating Rate Note
will be reset daily, weekly, monthly, quarterly, semi-annually or annually or at such other specified intervak as
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specified in the applicable Final Terms (each, an “Interest Reset Period”) and the dates on which such rate of
interest willbe reset (each, an““Interest Reset Date™). Ifany Interest Reset Date for any Floating Rate Note would
otherwise be aday thatis not a Business Day, such Interest Reset Date will be postponedto the next succeeding
Business Day except thatin the case of a Floating Rate Noteas towhich EURIBOR, LIBOR, SOFR or SONIA is
an applicable Interest Rate Basis and such Business Day falls in the next succeeding calendar month, such Interest
Reset Date will be the immediately preceding Business Day.

The interest rate applicable to each Interest Period (or other Interest Accrual Period) will be the rate
determined by the Calculation Agent (as specified in the applicable Final Terms) as of the applicable Interest
Determination Date (“ Interest Determination Date”).

The interest rateapplicable to each Interest Reset Period commencing onthe related Interest Reset Date
will be the rate determined by the Calculation Agent (as specified in the applicable Final Terms) as of the
applicable Interest Determination Date and calculated on or prior to the Calculation Date (as defined below),
except with respect to the Eleventh District Cost of Funds Rate, EURIBOR, LIBOR, SOFR and Compounded
Daily SONIA, which will be calculated on such Interest Determination Date, except with respect to the
Commercial Paper Rate and the Prime Rate, which will be calculated onor priorto the day thatis one New York
City Banking Day following the Interest Reset Date pertaining to such Interest Determination Date, and except
with respecttothe CM T, which will be calculated on the dates specified below under “—CMT Rate.” The “Interest
Determination Date” with respectto:

) the Commercial Paper Rate will be the second Business Day preceding the applicable Interest
Reset Date;

) the Federal Funds Rate will be the Business Day immediately preceding theapplicable Interest
Reset Date;

o the CMT Rate will be the second U.S. Government Securities Business Day preceding the
applicable Interest Reset Date;

o the Prime Rate will be the applicable Interest ResetDate;

) the Eleventh District Cost of Funds Rate will be the last Business Day of the monthimmediately

preceding the applicable Interest Reset Date on which the Federal Home Loan Bank of San
Francisco (the “FHLB of San Francisco”)publishes theIndex, as definedbelow;

o EURIBOR will be the second TARGET Settlement Date immediately preceding the applicable
Interest Reset Date;
) LIBOR will be the second London Business Day immediately preceding theapplicable Interest

Reset Date, unless the Designated LIBOR Currency is pounds sterling, in which case the
“Interest Determination Date” will be the applicable Interest Reset Date;

o SOFR will be the second U.S. Government Securities Business Day preceding the applicable
Interest Reset Date;
o Compounded Daily SONIA will be the first London Banking Day falling after the last day of

the relevant Observation Period; and

) the Treasury Rate will be the day in the week in which the applicable Interest Reset Date falk
on which the day Treasury Bills, as defined below, are normally auctioned (Treasury Bills are
normally sold at an auction held on Monday of each week, unless such Monday is a legal
holiday, in which case the auction is normally held on the immediately succeeding Tuesday
although such auction may be held on the preceding Friday); provided, however, that if an
auction is held on the Friday of the week preceding the applicable Interest Reset Date, the
“Interest Determination Date” will be such preceding Friday; provided, further, that if the
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Interest Determination Date would otherwise fallon an Interest Reset Date, then such Interest
Reset Date will be postponed tothe next succeeding Business Day.

The “Interest Determination Date” pertaining to a Floating Rate Note the interest rate of which is
determined by reference to two or more Interest Rate Bases will be the most recent Business Day which is at least
two Business Days priorto the applicable Interest Reset Date for such Floating Rate Note on which each Interest
Rate Basis is determinable. Each Interest Rate Basis will be determined as of such date, and the applicable interest
rate will take effect on the applicable Interest Reset Date.

The “Calculation Date,” if applicable, pertaining to any Interest Determination Date will be the earlier
of (i) the tenth calendar day after such Interest Determination Date or, if such day is not a Business Day, the nex
succeeding Business Day or (ii) the Business Day immediately precedingtheapplicable Interest Payment Date or
the Maturity Date, as the case may be.

The Calculation Agent shall determine each Interest Rate Basis in accordance with the following
provisions:

“H.15(519)” means the weekly statistical release designated as such, or any successor publication,
published by the Board of Governors ofthe Federal Reserve System(the “Boardof Governors™), or its successor,
available through the website of the Board of Governors at
http://www.federalreserve.gov/releases/h15/update/h15upd.htm.

“H.15 Daily Update” means the daily update of H.15 (519) available at the Board of Governors ofthe
Federal Reserve System’s website located at http://www.federalreserve.gov/releases/h15/update/h15upd.htm or
any successor site or publication.

CMT Rate

“CMT Rate” means, with respect to any Interest Determination Date relating to a Floating Rate Note or
Reset Note forwhichthe interest rateis determined with reference tothe CM T Rate (and subjectto “—Benchmark
discontinuation”ifapplicable):

()] if the Reuters 7051 Page is specified in the applicable Final Terms as the Designated CMT
Reuters Page:

@ the percentage equal to the yield for United States Treasury securities at “constant
maturity” having the Designated CM T Maturity Indexspecified in the applicable Final
Terms as published in H.15(519) underthe caption “Treasury Constant Maturities,” as
the yield is displayed on Reuters (or any successor service) on page FRBCMT (or any
otherpageas may replace the specified page on thatservice) (“T7051 Page”), on such
Interest Determination Date, or

(b) if the rate referred toin clause (a) does notsoappear onthe T7051 Page, the percentage
equal to the yield for United States Treasury securities at “constant maturity” having
the particular Designated CMT Maturity Indexand for such Interest Determination
Date as publishedin H.15(519) underthe caption “Treasury Constant Maturities,” or

(©) if the rate referred to in clause (b) does notso appear in H.15(519), the rate on such
Interest Determination Date forthe period of the particular Designated CMT Maturity
Indexas may then be published by either the Board of Governors or the United States
Department ofthe Treasury thatthe Calculation Agent determines to be comparable to
the rate which would otherwise have been published in H.15(519), or

@ if the rate referred to in clause (c) is not so published, the rate on such Interest
Determination Date calculated by the Calculation Agentas a yield to maturity based
on the arithmetic mean of the secondary market bid prices at approximately 3:30 P.M,,
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@

®©

®

@)

(h)

New York City time, on that Interest Determination Date of three leading primary
United States government securities dealers in The City of New York (which may
include the agents or their affiliates) (each, a “Reference Dealer”), selected by the
Calculation Agent (after consultation with us) fromfive Reference Dealers soselected
by the Calculation Agent and eliminating the highest quotation, or, in the event of
equality, one of the highest, and the lowest quotation or, in the event ofequality, one
of the lowest, for United States Treasury securities with an original maturity equal to
the particular Designated CM T Maturity Index a remaining termto maturity no more
than one year shorter than that Designated CMT Maturity Indexand in a principal
amount that is representative fora single transaction in the securities in that market at
that time, or

if fewer than five but more thantwo ofthe prices referred toin clause (d) are provided
as requested, the rate on such Interest Determination Date calculated by the Calculation
Agent based onthe arithmetic mean ofthe bid prices obtainedand neither the highest
northe lowest of the quotations shall be eliminated, or

if fewer than three prices referred to in clause (d) are provided as requested, the rate
on such Interest Determination Date calculated by the Calculation Agentasa yield to
maturity based on the arithmetic mean of the secondary market bid prices as of
approximately 3:30 P.M., New York City time, on that Interest Determination Date of
three Reference Dealers selected by the Calculation Agent (after consultation with us)
from five Reference Dealers so selected by the Calculation Agentand eliminating the
highest quotation or, in the event of equality, one of the highest and the lowest
quotation or, in the event of equality, one of the lowest, for United States Treasury
securities with an original maturity greater than the particular Designated CMT
Maturity Index a remaining termto maturity closest tothat Designated CM T Maturity
Index and in a principal amount that is representative for a single transaction in the
securities in that market at that time, or

if fewer than five but more than two prices referred to in clause (f) are provided as
requested, the rate on such Interest Determination Date calculated by the Calculation
Agent based onthe arithmetic mean of the bid prices obtained and neither the highest
northe lowest of the quotations will be eliminated, or

if fewer than three pricesreferred to in clause (f) are provided as requested, the CMT
Rate in effect on such Interest Determination Date, providedthatifno CMT Rate was
in effect on such Interest Determination Date, the rate on such Floating Rate Note or
Reset Note for the following Interest Reset Period shall be the Initial Interest Rate
specified in the applicable Final Terms.

if the Reuters Page T7052 is specified in the applicable Final Terms as the Designated CMT
Reuters Page:

@)

(b)

the percentage equal to the one-week average yield for United States Treasury
securities at “constant maturity” having the Designated CM T Maturity Indexspecified
in the applicable Final Terms as published in H.15(519) under the caption “Week
Ending” and opposite the caption “Treasury Constant Maturities,” as the yield i
displayed on Reuters (or any successor service) (on page 7052 or any other page as
may replace the specified page on that service) on page FEDCMT (orany other page
as may replace the specified page on that service) (“T7052 Page”), for the week
precedingthe week in which such Interest Determination Date falls, or

if the rate referred toin clause (a) does notsoappear onthe T7052 Page, the percentage
equalto the one-week averageyield for United States Treasury securities at “constant
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maturity” having the particular Designated CMT Maturity Index and for the week
preceding such Interest Determination Date as published in H.15(519) under the
caption “Week Ending” and opposite the caption “Treasury Constant Maturities,” or

© if the rate referred to in clause (b) does not so appear in H.15(519), the one-week
average yield for United States Treasury securities at “constant maturity” having the
particular Designated CMT Maturity Indexas otherwise announced by the Federal
Reserve Bank of New York for the week preceding the week in which such Interest
Determination Date falls, or

@ if the rate referred to in clause (c) is not so published, the rate on such Interest
Determination Date calculated by the Calculation Agentas a yield to maturity based
on the arithmetic mean of the secondary market bid prices at approximately 3:30 P.M.,
New York City time, on that Interest Determination Date of three Reference Dealers
selected by the Calculation Agent (after consultation with us) from five Reference
Dealers so selected by the Calculation Agentand eliminating the highest quotation, or,
in the eventofequality, one ofthe highest, and the lowest quotation or, in the event of
equality, one of the lowest, for United States Treasury securities with an original
maturity equalto the particular Designated CM T Maturity Index, a remaining termto
maturity no more than oneyear shorter thanthat Designated CM T Maturity Indexand
in a principalamount that is representative forasingle transaction in the securities in
that market at that time, or

©) if fewerthan five but more thantwo of the prices referred toin clause (d) are provided
as requested, the rate on such Interest Determination Date calculated by the Calculation
Agent based onthe arithmetic mean ofthe bid prices obtainedand neither the highest
northe lowest of the quotations shall be eliminated, or

) if fewer than three prices referred to in clause (d) are provided as requested, the rate
on such Interest Determination Date calculated by the Calculation Agent asayield to
maturity based on the arithmetic mean of the secondary market bid prices as of
approximately 3:30 P.M., New York City time, on that Interest Determination Date of
three Reference Dealers selected by the Calculation Agent (after consultation with us)
from five Reference Dealers so selected by the Calculation Agentand eliminating the
highest quotation or, in the event of equality, one of the highest and the lowest
guotation or, in the event of equality, one of the lowest, for United States Treasury
securities with an original maturity greater than the particular Designated CMT
Maturity Index, a remaining termto maturity closest tothat Designated CM T Maturity
Index and in a principal amount that is representative for a single transaction in the
securities in that market at the time, or

@ if fewer than five but more than two prices referred to in clause (f) are provided as
requested, the rate on such Interest Determination Date calculated by the Calculation
Agent based onthe arithmetic mean ofthe bid prices obtainedand neither the highest
or the lowest of the quotations will be eliminated, or

(h) if fewer than three prices referred to in clause (f) are provided as requested, the CMT
Rate in effect on that Interest Determination Date, provided that ifno CMT Rate was
in effect on such Interest Determination Date, the rate on such Floating Rate Note or
Reset Note for the following Interest Reset Period shall be the Initial Interest Rate
specified in the applicable Final Terms.

If two United States Treasury securities with an original maturity greater than the Designated CMT
Maturity Indexspecified in the applicable Final Terms have remaining terms to maturity equally close to the
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particular Designated CMT Maturity Index, the quotes for the United States Treasury security with the shorter
original remaining term to maturity will be used.

“Designated CMT Maturity Index” means the original period to maturity of the U.S. Treasury
securities (either1, 2,3, 5, 7, 10, 20 or 30 years) specified in the applicable Final Terms with respect to which the
CMT Rate will be calculated.

Commercial Paper Rate

“Commercial Paper Rate” means, with respect toany Interest Determination Date relating to a Floating
Rate Note or Reset Note for which the interest rate is determined with reference to the Commercial Paper Rate
(and subject to “—Benchmark discontinuation” if applicable), the Money Market Yield (as defined below) on
such date of the rate for commercial paper having the IndexMaturity specified in the applicable Final Terms as
published in H.15(519) under the caption “Commercial Paper— Nonfinancial” or, if not so published by 5:00
p.m., New York City time, on the day thatis one New York City Banking Day following the Interest Reset Date
pertaining to such Interest Determination Date, the Money Market Yield on such Interest Determination Date for
commercial paper having the IndexMaturity specified in the applicable Final Terms as published in H.15 Daily
Update, orsuch other recognized electronic source used for the purpose of displaying such rate, under the caption
“Commercial Paper—Nonfinancial.” If such rate is not yet published in H.15(519), the H.15 Daily Update or
another recognized electronic source by 5:00 p.m. New York City time on the day that is one New York City
Banking Day following the Interest Reset Date pertaining to such Interest Determination Date, then the
Commercial Paper Rate on such Interest Determination Datewill be calculated by the Calculation Agent and will
be the Money Market Yield of the arithmetic mean of the offered rates at approximately 11:00 a.m., New York
City time on such Interest Determination Date of three leading dealers of U.S. dollar commercial paper in New
York City (which may include the Placement Agents or their affiliates) selected by the Calculation Agent (after
consultationwith us) for U.S. dollar commercial paper having the IndexMaturity specified in the applicable Final
Terms placed for industrial issuers whose bond rating is “Aa,” or the equivalent, from a nationally recognizd
statistical rating organization; provided, however, thatifthe dealers so selected by the Calculation Agent are not
guoting as mentioned in this sentence, the Commercial Paper Rate determined as of such Interest Determination
Date will be the Commercial Paper Rate in effect on such Interest Determination Date, or, if no Commercial Paper
Rate was in effect on such Interest Determination Date, therate on such Floating Rate Note or Reset Note for the
following InterestResetPeriod shall be the Initial Interest Rate specified in the applicable Final Terms.

“Money Market Yield” means a yield (expressed as a percentage) calculated in accordance with the
following formula:

D =360

Money Market Yield =———x
360 —(Dx M)

100

where “D” refers to the applicable per annumrate for commercial paper quoted ona bank discount basis
and expressed as a decimal, and “M” refers to the actualnumber ofdays in the applicable Interest Reset Period.

Compounded Daily SONIA

With respectto any Interest Determination Daterelating to a Floating Rate Note or Reset Note for which
the interest rate is determined on the basis of 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 applicable Final Terms) the applicable Margin.

“Compounded Daily SONIA” means with respect to an Interest A ccrual Period, the rate ofreturn ofa
daily compounded interest investment during the Observation Period corresponding to such Interest Accrual
Period (and subject to “—Benchmark discontinuation” ifapplicable) (with the daily Sterling overnight reference
rate as reference rate for the calculation of interest) as calculated by the Calculation Agent as at the relevant
Interest Determination Date in accordance with the following formula (and the resulting percentage will be
rounded if necessary tothe nearestfifth decimal place, with 0.000005 being rounded u pwards):
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SONIAi—pLBD X n; 365
1 -1 X—
1_1[( * 365 ) d

i=

where:
“d” is the number ofcalendar days in the relevant Interest A ccrual Period;
“dy” is the number of London Banking Days in the relevant Interest A ccrual Period;

“i”is a series of whole numbers fromone to do, each representing the relevant London Banking Day in
chronological order from, and including, the first London Banking Day in the relevant Interest Accrual Period;

“London Banking Day” or “LBD” means any day on which commercial banks are open for general
business(includingdealing in foreign exchangeand foreign currency deposits) in London;

“ni”, for any London Banking Day “1”, means the number of calendar days from (and including) such
London Banking Day “i” up to (but excluding) the following London Banking Day;

“Observation Period” means the period from (and including) the date falling “p” London Banking Days
priorto the first day of therelevant Interest A ccrual Period to (but excluding) the date falling “p”” London Banking
Days priorto (A) (in the case ofan InterestPeriod) the Interest Payment Date for such InterestPeriod or (B) (in
the case ofany other Interest Accrual Period) the date on whichthe relevant paymentofinterest falls due;

“p”is the number of London Banking Days by which an Observation Period precedes the corresponding
Interest Accrual Period, being thenumber of London Banking Days specified as the “SONIA Lag Period (p)” in
the applicable Final Terms (or, if no such number is so specified, five London Banking Days);

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 LBDx as provided by theadministrator of
SONIA to authorized distributors and as then published on the Relevant Screen Page (or, if the Relevant Screen
Page is unavailable, as otherwise published by such authorized distributors) on the London Banking Day
immediately following LBDy; and

“SONIA;.pLep” means the SONIA referencerate forthe London Banking Day (being a London Banking
Day falling in the relevant Observation Period) falling “p”” London Banking Days prior to the relevant London
Banking Day “i”.

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 authorized distributors, then (unless the Calculation Agent has been notified of any Successor Rate or
Alternative Rate (and in either case, the related Adjustment Spread and the Benchmark Amendments, if any))
pursuant to “—Benchmark discontinuation”, if applicable) the SONIA reference rate in respect of such London
Banking Day shallbe:

@ the sumof (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; and (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 highestspread (or, if there is
more than onehighest spread, oneonly ofthose highest spreads) and lowestspread (or, if there
is more than one lowest spread, one only of those lowest spreads); or

3 if the Bank Rate under (1)(i) above is not available at the relevant time, either (A) the SONIA
reference rate published on the Relevant Screen Page (or otherwise published by the relevant
authorized distributors) for the first preceding London Banking Day on which the SONIA
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reference rate was published on the Relevant Screen Page (or otherwise published by the
relevant authorized distributors) or (B) if this is more recent, the latest rate determined under
(1) above.

In the event that therate of interestcannot be determined in accordance with the foregoing provisions, the rate of
interest shallbe:

0] that determined as at the last preceding Interest Determination Date (though substituting, where
adifferent Margin, MaximumRate of Interest and/or MinimumRate of Interest is to be applied
to the relevant Interest Accrual Period fromthat which applied to the last preceding Interest
Accrual Period, the Margin, MaximumRate of Interestand/or Minimum Rate of Interest (as the
case may be) relating to therelevant Interest Accrual Period, in place of the Margin, Maximum
Rate of Interest and/or MinimumRate of Interest (as applicable) relating to that last preceding
Interest Accrual Period); or

(i) if there is no such preceding Interest Determination Date, the initial rate of interestwhich would
have beenapplicable to such Floating Rate Notes or Reset Notes for the first scheduled Interest
Period had the Floating Rate Notes or Reset Notes been in issue fora period equal in duration
to the first scheduled Interest Period but ending on (and excluding) the Interest Commencenment
Date (applying the Margin and, if applicable, any Maximum Rate of Interest and/or Minimum
Rate of Interest, applicable to the first scheduled Interest 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 (butexcluding) the day onwhichthe relevant payment of interest falls due (which, ifthe relevant Floating
Rate Notes or Reset Notes becomes due and payable in accordance with “Terms and Conditions of the Notes —
Events of Default—Senior Preferred Notes and Unrestricted Default Senior Non-Preferred Notes” or “Terms and
Conditions of the Notes — Events of Default—Subordinated Notes and Restricted Default Senior Non-Preferred
Notes” (as applicable), shall be the date on which such Floating Rate Notes become dueand payable).

If the Floating Rate Notes or Reset Notes become due and payable in accordance with “Terms and
Conditions of the Notes — Events of Default—Senior Preferred Notes and Unrestricted Default Senior Non-
Preferred Notes” or “Terms and Conditions of the Notes— Events of Default—Subordinated Notes and Restricted
Default Senior Non-Preferred Notes” (as applicable), the finalrate of interest shall be calculated forthe Interest
Accrual Period to (but excluding) the date on which the Floating Rate Notes or Reset Notes become so due and
payable, andsuchrate of interest shall continue to apply to the Floating Rate Notes or Reset Notes forso long as
interest continues to accrue thereon as provided in the Indenture.

SOFR
Definitions

Business Day has the meaning set forth in “—Certain definitions” and, if (i) the relevant Final Tems
specify thatthe Interest Rate Basis is " Compounded Daily SOFR" and (ii) a SOFR Index Cessation Date has not
occurred, a US Government Securities Business Day.

OBFR means, on an Interest Payment Date, the Overnight Bank Funding Rate thatappears on the Federal
Reserve's website at 5:00 p.m. (New York time) for trades made onthe related Interest Determination Date;

OBFR Index Cessation Date means, following the occurrence of an OBFR Index Cessation Event, the
date on which the Federal Reserve Bank of New York (or any successor administrator of the Overnight Bank
Funding Rate), ceases to publish the Overnight Bank Funding Rate, or the date as of which the Overnight Bank
Funding Rate may no longer be used, in each case as certified in writing by the Issuer to the Calculation Agent
(or such other party responsible for the calculation of the rate of interest, as specified in the applicable Final
Terms).
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OBFR Index Cessation Event means the occurrence of one or more ofthe following events:

(i)

(i)

(iii)

a public statement by the Federal Reserve Bank of New York (or a successor administrator of
the Overnight Bank Funding Rate) announcing that it has ceased or will cease to publish or
provide the Overnight Bank Funding Rate permanently or indefinitely, provided that, at that
time, there is no successor administrator that will continue to publish or provide the Overnight
Bank Funding Rate;

the publication of information which reasonably confirms thatthe Federal Reserve Bank of New
York (or a successor administrator of the Overnight Bank Funding Rate) has ceased or will
cease to provide the Overnight Bank Funding Rate permanently orindefinitely, provided that,
at that time, there is no successor administrator that will continue to publish or provide the
Overnight Bank Funding Rate; or

a public statement by a regulator or other official sector entity prohibiting the use of the
Overnight Bank Funding Rate thatapplies to, butneed notbe limited to, fixed income securities
and derivatives, to the extent that such public statement has been acknowledged in writing by
ISDA as an "OBFR indexcessation event" under the 2006 ISDA Definitions as published by
ISDA.

SOFR means, with respect to any US Government Securities Business Day (and subject to “—~Benchmark
discontinuation — 1. Benchmark discontinuation provisions for SOFR notes” if applicable), the rate determined
in accordancewith the following provisions:

(i

()

(ii)

(iii)

the Secured Overnight Financing Rate that appears on the Federal Reserve's website at 3:00
p.m. (New York time) on the immediately following US Government Securities Business Day;

if the rate specified in paragraph (i) above does not so appear, and a SOFR Index Cessation
Event has not occurred, then the Calculation Agent (or such other party responsible for the
calculation of the rate of interest, as specified in the applicable Final Terms) shall use the
Secured Overnight Financing Rate published on the Federal Reserve's website for the first
preceding US Government Securities Business Day on whichthe Secured Overnight Financing
Rate was published on the Federal Reserve's website;

if a SOFR Index Cessation Date has occurred, the Calculation Agent (or such other party
responsible forthe calculation of the rate of interest, as s pecified in the applicable Final Terns)
shallcalculate SOFR as if references to SOFR were references to the rate thatwas recommended
as (and notified by the Issuerto the Calculation Agent (or such other party responsible for the
calculation of the rate of interest, as specified in the applicable Final Terms) being the
replacement for the Secured Overnight Financing Rate by the Federal Reserve Board and/or the
Federal Reserve Bank of New York or a committee officially endorsed or convened by the
Federal Reserve Board and/or the Federal Reserve Bank of New York for the purpose of
recommending a replacement for the Secured Overnight Financing Rate (which rate may be
produced by a Federal Reserve Bank or other designated administrator, and which rate may
include any adjustments or spreads). If no such rate has been recommended within one US
Government Securities Business Day of the SOFR Index Cessation Date, then the Calculation
Agent (orsuch other party responsible for the calculation of the rate of interest, as specified in
the applicable Final Terms) shalluse OBFR published on the Federal Reserve's website for any
Interest Payment Date after the SOFR IndexCessation Date; and

if the Calculation Agent(or such other party responsible for the calculation of the rate of interest,
as specified in the applicable Final Terms) is required to use OBFR in paragraph (iii) above and
an OBFR Index Cessation Date has occurred, then for any Interest Payment Date after such
OBFR Index Cessation Date, the Calculation Agent (or such other party responsible for the
calculation of therate of interest, as specified in the applicable Final Terms) shalluse theshort-
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terminterest ratetargetset by the Federal Open Market Committee and published onthe Federal
Reserve's website, or if the Federal Open Market Committee does not target a single rate, the
mid-point ofthe short-terminterest rate targetrange setby the Federal Open Market Committee
and published on the Federal Reserve's website (calculated as the arithmetic average of the
upperboundofthe targetrangeand the lower bound of the targetrange).

SOFR Index Cessation Date means, following the occurrence of a SOFR Index Cessation Event, the date on
which the Federal Reserve Bank of New York (orany successor administrator of the Secured Overnight Financing
Rate), ceases to publish the Secured Overnight Financing Rate, or the date as of which the Secured Overnight
Financing Rate may no longer be used, in each case as certified in writing by the Issuerto the Calculation Agent
(or such other party responsible for the calculation of the rate of interest, as specified in the applicable Final
Terms).

SOFR Index Cessation Event means the occurrenceof one or more of the following events:

(1) a public statement by the Federal Reserve Bank of New York (or a successor administrator of
the Secured Overnight Financing Rate) announcingthat it has ceased or will cease to publish or
provide the Secured Overnight Financing Rate permanently or indefinitely, provided that, at
that time, there is no successor administrator that will continueto publish or provide the Secured
Overnight Financing Rate;

(i) the publication of information which reasonably confirms thatthe Federal Reserve Bank of New
York (orasuccessoradministrator of the Secured OvernightFinancing Rate) has ceased or will
cease to provide the Secured Overnight Financing Rate permanently or indefinitely, provided
that, at that time, there is nosuccessor administrator that will continue to publishor provide the
Secured Overnight Financing Rate; or

(iii) apublic statementbya regulator or other official sector entity prohibiting the use of the Secured
Overnight Financing Rate thatapplies to, but need not be limited to, fixed income securities and
derivatives, to the extentthat such public statementhas been acknowledged in writing by ISDA
as a"SOFR index cessation event™ under the 2006 ISDA Definitions as published by ISDA.

SOFR Reset Date means each US Government Securities Business Day in the relevant Interest Period,
otherthanany US Government Securities Business Day during the period from (and including) the day following
the relevant Interest Determination Dateto (but excluding) the corresponding Interest Payment Date.

US Gowernment Securities Business Day or USBD means any day except fora Saturday, Sunday ora
day on which the Securities Industry and Financial Markets Association (orany successor thereto) recommends
that the fixed income departments of its members be closed for the entire day for purposes of trading in US
government securities.

Compounded Daily SOFR

With respectto any Interest Determination Daterelating to a Floating Rate Note or Reset Note for which
the interestrate is determined on the basis of Compounded Daily SOFR, the Rate of Interest for each Interest
Period, subjectas provided below, will be Compounded Daily SOFR plus the Margin.

Compounded Daily SOFR means the rate of return of a daily compound interest investment (with the
Secured Overnight Financing Rate as the interest rate basis for the calculation of interest) and will be calculated
by the Calculation Agent (or suchother party responsible for the calculation ofthe Rate of Interest, as specified
in the applicable Final Terms) on the Interest Determination Date as follows, and the resulting percentage will be
rounded if necessary tothe fifth decimal place, with 0.000005 being rounded upwards:

ﬁ 1. SOFR;_,ysep XM, 4 . 360
360 d

i=1
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where:

d means the number of calendar days in (where in the applicable Final Terms “Lag” or “Lock-out” is
specified as the Observation Method) the relevant Interest Period or (where in the applicable Final Terms “Shift”
is specified as the Observation Method) the relevant SOFR Observation Period;

th, means (where in the applicable Final Terms “Lag” or “Lock-out” is specified as the Observation
Method) forany Interest Period, the number of US Government Securities Business Days in the relevant Interest
Period or (where in the applicable Final Terms “Shift” is specified as the Observation Method) for any SOFR
Observation Period, the number of US Government Securities Business Days in the relevant SOFR Observation
Period;

i means a series of whole numbers from1to do, each representing the relevant US Government Securities
Business Days in chronological order from, and including, the first US Government Securities Business Day in
(where in the applicable Final Terms “Lag” or “Lock-out” is specified as the Observation Method) the relevant
InterestPeriod or (wherein the applicable Final Terms “Shift”is specified as the Observation Method) the relevant
SOFR Observation Period;

n;, for any US Government Securities Business Day iin (where in the applicable Final Terms “Lag” or
“Lock-out” is specified as the Observation Method) the relevant InterestPeriod or (where in the applicable Final
Terms “Shift” is specified as the Observation Method) the relevant SOFR Observation Period, means the nurber
of calendar days from and including such US Government Securities Business Day up to but excluding the
following US Government Securities Business Day;

p means (saveas specified in theapplicable Final Terms) the number of US Government Securities Business Days
included in the Observation Look-Back Periodspecified in the applicable Final Terms or, if no such number is
specified:

@) five US Government Securities Business Days where in the applicable Final Terms “Lag” or
“Shift” is specified as the Observation Method; or

() zero US Government Securities Business Days where in theapplicable Final Terms “Lock-out”
is specified as the Observation Method;

SOFR;.pusep Means:

@) where in the applicable Final Terms "Lag" is specified as the Observation Method, (save as
specified in the applicable Final Terms) in respect ofany US Government Securities Business
Day falling in the relevant Interest Period, the SOFR for the US Government Securities Business
Day falling p US Government Securities Business Days priorto suchday;

(b) where in the applicable Final Terms "Lock-out" is specified as the Observation Method, (save
as specified in the applicable Final Terms):

(i) in respectofany US Government Securities Business Day that is a SOFR Reset Date,
the SOFR for the US Government Securities Business Day immediately preceding
such SOFR Reset Date (or such other date as specified in the applicable Final Terns);
and

(i) in respect of any US Government Securities Business Day that is not a SOFR Reset
Date, the SOFR for the US Government Securities Business Day immediately
preceding the last SOFR Reset Date in the relevant Interest Period (or such other date
as specified in the applicable Final Terms); or

(© where in the applicable Final Terms “Shift” is specified as the Observation Method, (save as
specified in the applicable Final Terms) SOFR;, where SOFR; is, in respect of any US
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Government Securities Business Day i falling in the relevant SOFR Observation Period, the
SOFR for such day; and

SOFR Observation Periodmeans in respectofeach Interest Period, the period fromand including the
date falling p US Government Securities Business Days preceding the first date in such Interest Period to but
excluding the date p US Government Securities Business Days preceding the Interest Payment Date for such
Interest Period.

Average SOFR

With respectto any Interest Determination Daterelating to a Floating Rate Note or Reset Note for which
the interestrate is determined on the basis of Average SOFR, the Rate of Interestforeach Interest Period will be
Average SOFR plus the Margin.

Awerage SOFR, in relation to any Interest Period, means the arithmetic mean of SOFR;in effect during
such Interest Period and will be calculated by the Calculation Agent (or such other party responsible for the
calculation of the Rate of Interest, as specified in the applicable Final Terms) on the Interest Determination Date
as follows, and the resulting percentage will be rounded if necessary to the fifth decimal place, with 0.000005
being rounded upwards:

d
2i=0150FRi—pUSBD Xn;
d

whered, dy, i, n;, pand SOFR;.,usep have the meanings set out under the section entitled Compounded
Daily SOFR above.

Eleventh District Costof Funds Rate

“Eleventh District Cost of Funds Rate” means, with respect toany Interest Determination Date relating
to a Floating Rate Note or Reset Note for which the interest rate is determined with reference to the Eleventh
District Cost of Funds Rate (and subject to “—Benchmark discontinuation” if applicable), the rate equal to the
monthly weighted average cost of funds for the calendar month immediately preceding the monthin which such
Interest Determination Date falls as set forth opposite the caption “11th Dist COFI” on the display on Reuters (or
any successor service) on page COFI/ARMS (or any other page as may replace such page on such service)
(“COFI/ARMS Page”) as of 11:00 a.m., San Francisco time, on such Interest Determination Date. If such rate
does not appear on the COFI/ARMS Page on such Interest Determination Date thenthe Eleventh District Cost of
Funds Rate on such Interest Determination Date shall be the monthly weighted average cost of funds paid by
member institutions of the Eleventh Federal Home Loan Bank District that was most recently announced (the
“Index”) by the FHLB of San Francisco as such costoffunds for the calendar month immediately preceding such
Interest Determination Date. Ifthe FHLB of San Francisco fails to announcethe Indexon or priorto such Interest
Determination Date for the calendar monthimmediately preceding such Interest Determination Date, the Eleventh
District Cost of Funds Rate for such Interest Determination Date will be the Eleventh District Costof Funds Rate
in effect on such Interest Determination Date; provided, that if no Eleventh District Cost of Funds Rate was in
effect on such Interest Determination Date, the rate on such Floating Rate Note or Reset Note for the following
Interest Reset Period shall be the Initial Interest Rate specified in the applicable Final Terms.

EURIBOR

“BURIBOR” means (subject to “—Benchmark discontinuation” ifapplicable) the rate determined in accordance
with the following provisions:

@ With respect to any Interest Determination Date relatingto a Floating Rate Note or Reset Note
for which the interest rate is determined with reference to EURIBOR, EURIBOR will be the
rate for deposits in euro for a period of the Index Maturity as specified in such Final Tenrs
commencing on the applicable Interest Reset Date, that appears on the Designated EURIBOR
Page as of 11:00 A.M., Brussels time, on such Interest Determination Date; or if no such rate
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so appears, EURIBOR on such Interest Determination Date will be determined in accordance
with the provisions described in clause (2) below.

2 With respect to an Interest Determination Date on which no rate appears on the Designated
EURIBOR Page as specified in clause (1) above, the Calculation Agent will request the
principal Eurozone office of each of four major reference banks (which may include affiliates
of the Placement Agents) in the Eurozone interbank market, as selected by the Calculation
Agent (after consultation with us), to provide the Calculation Agent with its offered quotation
for depositsin eurofor the period of the IndexMaturity specified in the applicable Final Tenmrs
commencing on the applicable Interest Reset Date, to prime banks in the Eurozone interbank
market at approximately 11:00 A.M., Brussels time, on such EURIBOR Interest Determination
Date and in a principal amount that is representative for a single transaction in euro in such
market at such time. If at least two such quotations are so provided, then EURIBOR on such
Interest Determination Date will be the arithmetic mean of such quotations. If fewer than two
such quotations are so provided, then EURIBOR on such Interest Determination Date will be
the arithmetic mean of the rates quoted at approximately 11:00 A.M., Brussels time, on such
Interest Determination Date by three major banks (which may include affiliates of the Placement
Agents) in the Eurozone selected by the Calculation Agent (after consultation with us) for loans
in euro to leading European banks, having the IndexMaturity specified in the applicable Final
Terms commencing on that Interest Reset Date andin a principalamount that is representative
fora single transactionin euro in such market at suchtime; provided, however, that if the banks
so selected by the Calculation Agent are not quoting as mentioned in this sentence, EURIBOR
determined as of such Interest Determination Date will be EURIBOR in effect on such Interest
Determination Date, or, ifno EURIBOR was in effect on such Interest Determination Date, the
rate on such Floating Rate Note or Reset Note forthe following Interest Reset Period shall be
the Initial Interest Rate specified in the applicable Final Terms or, in the case of notes with an
Interest Basis that converts froma fixed rate to a floating rate, the fixed rate applicable to such
notes immediately prior to the conversion of the Interest Basis.

“Designated EURIBOR Page” means the display on the page specified in the applicable Final Tenrs
for the purposeofdisplaying the Eurozone interbank rates of major banks forthe euro; provided, however, if no
such page is specified in the applicable Final Terms, the display on Reuters (or any successor service) on the
EURIBOR 01 page (orany other page as may replace such page on such service) shall be used.

“BEurozone” means the region comprised of member states ofthe European Union that haveadopted the
single currency in accordance with the Treaty on European Union signed at Maastricht on February 7, 1992.

Federal Funds Rate

“Federal Funds Rate” means, with respect to any Interest Determination Date relating to a Floating
Rate Note or Reset Note forwhich the interest rate is determined with reference to the Federal Funds Rate (and
subject to “—Benchmark discontinuation” if applicable), the rate on such date for U.S. dollar federal funds as
published in H.15(519) oppositetheheading “Federal Funds (Effective),” as suchrate is displayed on Reuters (or
any successor service) on page FEDFUNDS 1 (or any other page as may replace such page) (“Reuters Page
FEDFUNDS 1”), or, if such rate does not appear on Reuters Page FEDFUNDS 1 or is not so published by 5:00
p.m., New York City time, on the related Calculation Date, the rate onsuch Interest Determination Date for U.S.
dollar federal funds as published in H.15 Daily Update, or such other recognized electronic source used for the
purpose of displaying such rate, under the caption “Federal Funds (Effective).” If such rate does not appear on
Reuters Page FEDFUNDS 1 or is not yet published in H.15(519), H.15 Daily Update or another recognized
electronic sourceby 5:00 p.m. New York City time on the related Calculation Date, thenthe Federal Funds Rate
on such Interest Determination Date will be calculated by the Calculation Agent and will be the arithmetic mean
ofthe rates forthelasttransactionin overnight U.S. dollar federal funds arranged by three leading brokers o fU.S.
dollar federal funds transactions in New York City (which may include the Placement Agents or their affiliates)
selected by the Calculation Agent (after consultation with us) prior to 9:00 a.m., New York City time, on such
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Interest Determination Date; provided, however, that if the brokers so selected by the Calculation Agent are not
quotingas mentioned in this sentence, the Federal Funds Rate determined as of such Interest Determination Date
will be the Federal Funds Rate in effect on such Interest Determination Date, or, if no Federal Funds Rate was in
effect on such Interest Determination Date, the rate on such Floating Rate Note or Reset Note for the following
Interest Reset Period shall be the Initial Interest Rate specified in the applicable Final Terms.

LIBOR

“LIBOR” means (subject to “—Benchmark discontinuation” ifapplicable) the rate determined in accordance with
the following:

® With respect to any Interest Determination Date relatingto a Floating Rate Note or Reset Note
for which the interest rate is determined with reference to LIBOR, LIBOR will be the rate for
deposits in the Designated LIBOR Currency fora period of the IndexMaturity specified in such
Final Terms commencing on theapplicable Interest Reset Date, that appears on the Designated
LIBOR Page as 0f 11:00 A.M., Londontime, on such Interest Determination Date, or if no such
rate so appears, LIBOR on such Interest Determination Date will be determined in accordance
with the provisions described in clause (2) below.

2 With respect to an Interest Determination Date on which no rate appears on the Designated
LIBOR Page as specified in clause (1) above, the Calculation Agent will request the principal
London offices of each of four major reference banks (which may include affiliates of the
Placement Agents) in the London interbank market, as selected by the Calculation Agent (after
consultation with us), to provide the Calculation Agent with its offered quotation for deposits
in the Designated LIBOR Currency for the period of the Index Maturity specified in the
applicable Final Terms, commencing on the applicable Interest Reset Date, to prime banks in
the London interbank market at approximately 11:.00 A.M., London time, on such Interest
Determination Date and in a principal amount that is representative for a single transaction in
the Designated LIBOR Currency in such market at suchtime. If at least two such quotations are
so provided, then LIBOR on such Interest Determination Date will be the arithmetic mean of
such quotations. If fewer than two such quotations are so provided, then LIBOR on such Interest
Determination Date will be the arithmetic mean of the rates quoted at approximately 11:00
A.M.,in the applicable Principal Financial Center, on such Interest Determination Date by three
major banks (which may include affiliates of the Placement Agents) in such Principal Financial
Centerselected by the Calculation Agent (after consultationwith us) for loans in the Designated
LIBOR Currency to leading European banks, having the Index Maturity specified in the
applicable Final Terms, commencing on that Interest Reset Date and in a principalamou nt that
is representative fora single transactionin the Designated LIBOR Currency in such market at
such time; provided, however, that if the banks so selected by the Calculation Agent are not
quoting as mentioned in this sentence, LIBOR determined as of such Interest Determination
Date will be LIBOR in effect on such Interest Determination Date or, if no LIBOR rate was in
effect on such Interest Determination Date, the rate on such Floating Rate Note or Reset Note
forthe following Interest Reset Period shall be the Initial Interest Rate specified in theapplicable
Final Terms or, in the case of notes with an Interest Basis that converts froma fixed rate to a
floating rate, the fixed rate applicable to such notes immediately priorto the conversion of the
Interest Basis.

“Designated LIBOR Currency” means the currency specified in the applicable Final Terms as to which
LIBOR shallbe calculatedor, ifno such currency is specified in the applicable Final Terms, U.S. dollars.

“Designated LIBOR Page” means the display on the page specified in the applicable Final Terns for
the purpose of displaying the London interbank rates of major banks for the Designated LIBOR Currency,
provided, however, if no suchpage is specified in the applicable Final Terms, the dis play on Reuters (or any such
service) on the LIBORO1 page (orany other page as may replace such page onsuchservice) shall be used for the
purpose of displaying the London interbank rates of major banks forthe Designated LIBOR Currency.
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Prime Rate

“Prime Rate” means, with respect to any Interest Determination Date relating to a Floating Rate Note
or Reset Note for which the interest rate is determined with reference to the Prime Rate (and subjectto “—
Benchmark discontinuation” ifapplicable), the rate on such dateas such rate is published in H.15(519) opposite
the caption “Bank Prime Loan” or, if not published by 5:00 p.m., New York City time, on the day that is one New
York City Banking Day following the Interest Reset Date pertaining to such Interest Determination Date, the rate
on such Interest Determination Date as published in H.15 Daily Update, or such other recognized electronic source
used for the purpose of displaying such rate, opposite the caption “Bank Prime Loan.” If such rate is not yet
published in H.15(519), H.15 Daily Update oranother recognized electronic source by 5:00 p.m. New York City
time on the day that is one New York City Banking Day following the Interest Reset Date pertainin g to such
Interest Determination Date, then the Prime Rate shall be the arithmetic mean, as determined by the Calculation
Agent, of the rates of interest publicly announced by three major banks (which may include affiliates of the
Placement Agents) in New York City selected by the Calculation Agent (after consultation with us) as the US.
dollar prime rate or base lending rate in effect for such Interest Determination Date. (Each change in the prime
rate or base lending rate of any bank so announced by such bank will be effective as of the effective date of the
announcement or, if no effective dateis specified, as of the date of the announcement.) If fewer than three major
banks (which may include affiliates of the Placement Agents) so selected in New York City have publicly
announceda U.S. dollar prime rate or base lending rate for such Interest Determination Date, the Prime Rate with
respect to such Interest Determination Date shallbe the rate in effect on such Interest Determination Date, or, if
no Prime Rate was in effect on such Interest Determination Date, the rate on such Floating Rate Note or Reset
Note for the following Interest Reset Period shall be the Initial Interest Rate specified in the applicable Final
Terms.

Treasury Rate

“Treasury Rate” means, with respecttoany Interest Determination Date relatingto a Floating Rate Note
or Reset Note for which the interest rate is determined by reference to the Treasury Rate (and subject to “—
Benchmark discontinuation” if applicable), the rate fromthe auction held on such Interest Determination Date
(the “Auction”) of direct obligations ofthe United States (“Treasury Bills”) having the IndexMaturity s pecified
in the applicable Final Terms under the caption “INVEST RATE” on the display on Reuters (or any successor
service) on page USAUCTION 10 (or any other page as may replace such page) (“USAUCTION 10”) or page
USAUCTION 11 (or any otherpage as may replace suchpage) (“USAUCTION 11”)or, if notso published by
3:00 p.m., New York City time, on the related Calculation Date, the Bond Equivalent Yield (as defined below) of
the rate for such Treasury Bills as published in H.15 Daily Update, or such other recognized electronic source
used for the purpose of displaying such rate, under the caption “U.S. Government Securities/Treasury Bills/
Auction High” or, if not so published by 3:00 p.m., New York City time, on the related Calculation Date, the
Bond Equivalent Yield of the auction rate of such Treasury Bills as announced by the U.S. Department of the
Treasury. Inthe eventthat the auction rate of Treasury Bills having the IndexMaturity specified in the applicable
Final Terms is not so announced by the U.S. Department of the Treasury, or if no such Auction is held, then the
Treasury Rate willbe the Bond Equivalent Yield of the rate onsuch Interest Determination Date of Treasury Bills
having the Index Maturity specified in the applicable Final Terms as published in H.15(519) under the caption
“U.S. Government Securities/Treasury Bills/Secondary Market” or, if not yet published by 3:00 p.m., New York
City time, on the related Calculation Date, therate on such Interest Determination Date of such Treasury Bills as
published in H.15 Daily Update, or such other recognized electronic source used for the purpose of displaying
such rate, under the caption “U.S. Government Securities/ Treasury Bills/Secondary Market.” If such rate is not
yet published in H.15(519), H.15 Daily Update or another recognized electronic source, then the Treasury Rate
will be calculated by the Calculation Agent and will be the Bond Equivalent Yield of the arithmetic mean of the
secondary market bid rates, as of approximately 3:30 p.m., New York City time, on such Interest Determination
Date, of three primary U.S. government securities dealers (which may include the Placement Agents or their
affiliates) selected by the Calculation Agent (after consultation with us), for the issue of Treasury Bills with a
remaining maturity closestto the IndexMaturity specified in the applicable Final Terms; provided, however, that
if the dealers so selected by the Calculation Agent are not quoting as mentioned in this sentence, the Treasury
Rate determined as of such Interest Determination Date will be the Treasury Rate in effect on such Interest
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Determination Date, or, if no Treasury Rate was in effect on such Interest Determination Date, the rate on such
Floating Rate Note Reset Note for the following Interest Reset Period shall be the Initial Interest Rate specified
in the applicable Final Terms.

“Bond Equivalent Yield” means ayield (expressed as a percentage) calculated in accordance with the
following formula:

D x N x100

Bond Equivalent Yield = ——
360 — (Dx M)

where “D” refers to the applicable per annumrate for Treasury Bills quoted on a bank discount basis,
“N” refers to 365 or 366, as the case may be, and “M” refers to the actual number of days in the applicable Interest
Reset Period.

Minimumand/or Maximum Rate of Interest

If the applicable Final Terms specifies a MinimumRate of Interest forany Interest Period, then the Rate
of Interestforsuch Interest Period shall in no event be less than such MinimumRate of Interestand/or if it specifies
a Maximum Rate of Interest forany Interest Period, thenthe Rate of Interest for such Interest Period shall in no
event be greater than such Maximum Rate of Interest.

The interest rate on Floating Rate Notes or Reset Notes will in no event be higher than the maximum rate
permitted by New York law, as the same may be modified, or other applicable law.

Determination of Rate of Interest and calculation of Interest Amount; Percentages

The Calculation Agentwill, at oras soonas practicable after eachtime at which the Rate of Interestis to
be determined, determine the Rate of Interest forthe relevant Interest Period (or other Interest Accrual Period).

The Calculation A gentwill calculate the amountofinterest (each an “Interest Amount”) for the relevant Interest
Period (orother Interest Accrual Period). Each Interest Amountshall be calculated by applying the Rate of Interest
to the aggregate outstanding nominalamount of the notes and multiplying such sumby the Day Count Fraction
specified in the applicable Final Terms. The resultant figure will be rounded as follows (or otherwise in accordance
with applicable market convention):

0] all United States Dollaramounts used in or resulting fromsuch calculations will be rounded to
the nearest cent (with one half cent being rounded up);

(i) all Japanese Yen amounts used in or resulting from such calculations will be rounded
downwards to the next lower whole Japanese Yen; and

(iii) all amounts denominatedin any other currency used in orresulting fromsuch calculations will
be rounded to the nearesttwo decimal places in such currency, with 0.005 being rounded
upwards.

All percentages resulting fromany calculation on Floating Rate Notes or Reset Notes will be rounded, if
necessary, to the nearest one hundred thousandth of a percentage point, with five or more one millionths of a
percentage point rounded upwards (e.g., 9.876545% (or 0.09876545) would be rounded to 9.87655% (or
0.0987655)).

Notification of Rate of Interest and Interest Amounts

Except where the InterestRate Basis in respect of the Floating Rate Notes or Reset Notes is specified in
the applicable Final Terms as being “Compounded Daily SONIA”, the Calculation A gent will cause the Rate of
Interest and each Interest Amount foreach Interest Period and the relevant Interest Payment Date to be notified
to us, to the Trustee and to any listing authority, stock exchange and/or quotation system to which the Floating

241



Rate Notes or Reset Notes have thenbeenadmitted to listing, trading and/or quotation and to be published as soon
as possible after their determination but in no event later than the fourth Business Day thereafter. Each Interest
Amount and Interest Payment Date so notified may subsequently be amended (or appropriate alternative
arrangements made by way of adjustment) without prior notice in the event ofan extension or shortening of the
Interest Period. Any such amendment or alternative arrangements will promptly be notified to each listing
authority, stock exchange and/or quotation systemto which the Floating Rate Notes or Reset Notes have then
been admitted to listing, tradingand/or quotation andto the holders in accordance with the Indenture.

Where the Interest Rate Basis in respect of the relevant Floating Rate Notes or Reset Notes is specified
in the applicable Final Terms as being “Compounded Daily SONIA”, the Calculation A gent 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 Issuer and the Trustee and to any listing authority, stock exchange and/or quotation system to
which the Floating Rate Notes or Reset Notes have thenbeenadmittedto listing, trading and/or quotationandto
be publishedas soonas possible after their determination but in no event later thanthe 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 each listing authority, stock exchange and/or quotation systemto which
the Floating Rate Notes or Reset Notes have then been admitted to listing, trading and/or quotation and to the
holders in accordance with the Indenture.

Certificatesto be final

All certificates, communications, opinions, determinations, calculations, quotations and decisions given,
expressed, made or obtained for the purposes ofthe provisions of this subsection, whether by the Paying Agent
or the Calculation Agent or the Trustee, shall (in the absence of willful default, bad faith or manifest error) be
binding on us, the Paying Agent, the Calculation Agent, the Trustee, any other paying agentsandallholders and
(in the absence as aforesaid) no liability to us or the holders shall attach to the Paying Agent, the Calculation
Agent or the Trustee in connection with the exercise or non-exercise by them of their powers, duties and
discretions pursuantto such provisions.

Benchmark discontinuation

I. Benchmark discontinuation provisions for all notes other than SOFR notes

The provisions contained in this subsection "—Benchmark discontinuation — |. Benchmark
discontinuation provisions for all notes other than SOFR notes" are applicable to all notes other than Floating
Rate Notes or Reset Notes (other than Reset Notes which reset only once) whose interest basis is SOFR. These
provisions “—Benchmark discontinuation” apply only if“Benchmark Replacement”is specified to be applicable
in the applicable Final Terms.

If a Benchmark Event occurs in relation to an Original Reference Rate (other than in relation to a
Benchmark Event occurring in relation to SOFR, in which casethe terms setforthin "—Benchmark discontinuation
— 1. Benchmark discontinuation provisions for SOFR notes" shall apply) at any time when any rate of interest (or
any component part thereof) remains to be determined by reference to such Original Reference Rate, then the
following provisions shallapply.

Independent Adviser

We shall use reasonable endeavors to appointand consult with an Independent Adviser, as soon as
reasonably practicable, with a view to our determining a Successor Rate, failing which an Alternative Rateand,
in either case, the applicable Adjustment Spread and any Benchmark Amendments.

If, notwithstanding our reasonable endeavors, we are unable toappoint and consult with an Independent
Adviser in accordance with the foregoing paragraph, we s hall nevertheless be entitled, acting in good faith and in
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a commercially reasonable manner, to make any and all determinations expressed to be made by us pursuant to
this provision “—Benchmark discontinuation”, notwithstanding that such determinations are notmade following
consultation with an Independent Adviser. If, however, we are unable to determine a Successor Rate or an
Alternative Rate and (in either case) the applicable Adjustment Spread and any Benchmark Amendments in
accordance with this provision “—Benchmark discontinuation”, the provisions of “—Benchmark discontinuation
—Fallbacks”below shallapply.

An Independent Adviser appointed pursuant to this provision “—Benchmark discontinuation” shall act
in good faith. In the absence of bad faith or fraud, neither we nor any Independent Adviser shall have any liability
whatsoevertothe Trustee, the Paying Agents, any calculationagent or the noteholders for any determination made
by us or any Independent Adviser or (in the case of the Independent Adviser) for any advice given to us in
connectionwith any determination made by us.

Successor Rate or Altemative Rate
If we, following consultationwith such Independent Adviser (ifappointed), determine in good faith that:

(A) there is a Successor Rate, then such Successor Rate, as adjusted by the applicable Adjustrrent
Spread determined as provided below under “Adjustment Spread”, shall subsequently be used
in place of the Original Reference Rate to determine the relevant rate(s) of interest (or the
relevant component part(s) thereof) for all relevant future payments of interest on the notes
(subject to the further operation ofthis provision “—Benchmark discontinuation”); or

(B) there is no Successor Rate but that there is an Alternative Rate, then such Alternative Rate as
adjusted by theapplicable Adjustment Spread determined as provided below under “ Adjustrrent
Spread”, shall subsequently be used in place of the Original Reference Rate to determine the
relevant rate(s) of interest (or the relevant component part(s) thereof) for all relevant future
payments of interest on the notes (subject to the further operation of this provision “—
Benchmark discontinuation”).

AdjustmentSpread

If a Successor Rate or Alternative Rate is determined in accordance with the foregoing provisions, we,
following consultation with the Independent Adviser (if appointed) will determine in good faith the Adjustrment
Spread to be applied to such Successor Rate or Alternative Rate (as the case may be) for each subsequent
determinationofarelevant Rate of Interest (or a relevant component part thereof) by reference to such Successor
Rate or Alternative Rate (as applicable).

Benchmark Amendments

If any Successor Rate or Alternative Rate and (in either case) the applicable Adjustment Spread is
determined in accordance with this provision “—Benchmark discontinuation” and we, following consultation with
the Independent Adviser (if appointed) determine in good faith (A) that amendments to these terms and conditions
and/or the Indenture (including, without limitation, amendments to the definitions of Day Count Fraction,
Business Days, Reset Determination Date, or Relevant Screen Page) are necessary to ensure the proper operation
(having regard to prevailing market practice, if any) of such Successor Rate or Alternative Rate and (in either
case)the applicable Adjustment Spread (such amendments, the “Benchmark Amendments”) and (B) the temrs
of the Benchmark Amendments, then (subject to “—Regulatory capital / eligible liabilities” below) we shall,
subjectto giving notice thereof in the manner specified below, without any requirement for the consentor approval
of noteholders, vary these terms and conditions and/or the Indenture to give effect to such Benchmark
Amendments with effect fromthe datespecified in such notice.

At our request, but subject to receipt by the Trustee of a certificate signed by two of our authorized
signatories pursuant to the provisions below, the Trustee shall (at our expense), without any requirement for the
consent or approval of the noteholders, be obliged to concur with us in effecting any Benchmark Amendments
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(including, inter alia, by the execution ofa deed supplemental to oramending the Indenture) and the Trustee shall
not be liable to any party for any consequences thereof, provided that the Trustee shall not be obliged so to concur
if in the sole opinion of the Trustee doing sowould impose more onerous obligations upon it orexpose it to any
additional duties, responsibilities or liabilities or reduce oramend rights and/or the protective provisions afforded
to the Trustee in these terms and conditions or the Indenture (including, for the avoidance of doubt, any
supplemental indenture) in any way.

In connectionwith any such variation in accordance with this provision “—Benchmark discontinuation”,
we shall comply with the rules of any stock exchange onwhich thenotes are for the time being listed or admitted
totrading.

Notices, etc.

We shall notify the Trustee, the Calculation Agent, thePaying A gents and, in accordance with “-Notices”,
the noteholders, promptly ofany Successor Rate, Alternative Rate, Adjustment Spread and the specific terms of
any Benchmark Amendments, determined under this section “—Benchmark discontinuation”. Such notice shall
be irrevocable and shall specify the effective date of the Benchmark Amendments, if any.

No later than notifying the Trustee of the same, we shall deliver to the Trusteea certificate signed by two
authorized signatories:

(A) confirming (i) that a Benchmark Event has occurred, (ii) the Successor Rate or, as the case may
be, the Alternative Rate, (iii) the applicable Adjustment Spread and (iv) the specific temrs of
the Benchmark Amendments (if any), in each case as determined in accordance with the
provisions ofthis section “—Benchmark discontinuation”;

(B) certifying that the Benchmark Amendments are necessary to ensure the proper operation of such
Successor Rate or Alternative Rate and (in either case) the applicable Adjustment Spread; and

© certifying that (i) we have duly consulted with an Independent Adviser with respectto each of
the matters above or, if that is not the case, (ii) explaining, in reasonable detail, why we have
notdone so.

The Trustee shall be entitled to rely on such certificate (without inquiry or liability to any person) as
sufficient evidencethereof. The Successor Rate or Alternative Rate and (in either case) the applicable Adjustment
Spread and Benchmark Amendments (if any) specified in such certificate will (in the absence of manifesterrorin
the determination of the Successor Rate or Alternative Rate and (in either case) theapplicable Adjustment Spread
and the Benchmark Amendments (ifany) and withoutprejudice to the Trustee’s ability to rely on such certificate
as aforesaid) be binding on us, the Trustee, the Calculation Agent, the Paying Agents and the noteholders.

Survival of Original Reference Rate

Without prejudice to our obligations under the provisions of this section “—Benchmark discontinuation”,
the Original Reference Rate and the fallback provisions provided for in “Interest—Interest on Floating Rate
Notes” and “Interest—Interest on Reset Notes”, as applicable, will continue to apply unless and until the
Calculation Agent has been notified of the Successor Rate or the Alternative Rate (as the case may be) and (in
eithercase) ofthe applicable Adjustment Spread and the relevant Benchmark Amendments (if any).

Regulatory capital / eligible liabilities

Notwithstanding any other provision ofthis section “—Benchmark discontinuation”, no Successor Rate,
Alternative Rate or Adjustment Spread will be adopted, nor will any Benchmark Amendments be effected, if and
to the extent that, in our determination, the same could reasonably be expected either (i) to prejudice the
qualification oftherelevantseries of notes as Tier 2 Capitaland/or as eligible liabilities or loss absorbing capacity
instruments for the purposes ofany Loss Absorption Regulations or (ii) (in the case of Senior Non-Preferred Notes
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only)to resultin the relevant Supervisory Authority treating the Interest Payment Date orthe Reset Date, as the
case may be, as the effective maturity date ofthe notes, rather thanthe relevant maturity date.

Fallbacks

If, following the occurrence of a Benchmark Event and in relation to the determination of the Rate of
Interest on the immediately following Interest Determination Date or Reset Determination Date (as applicable),
no Successor Rate or Alternative Rate (as applicable) is determined pursuantto this provision or (as the case may
be)a Successor Rate or Alternative Rate (as applicable) is determined, but no Adjustment Spread is determined
pursuantto this provision, the original benchmark or screen rate (as applicable) will continue to apply for the
purposes of determining such Rate of Intereston such Interest Determination Date or Reset Determination Date
(as the case may be), with the effect thatthe fallback provisions provided in “Interest—Intereston Floating Rate
Notes ”or “Interest—Interest on Reset Notes ”, as applicable, will continue to apply to such determination.

In such circumstances, we will be entitled (but not obliged), at any time thereafter, to elect to re-apply
the provisions of “—Benchmark discontinuation”, mutatis mutandis, on one or more occasions untila Successor
Rate or Alternative Rate and (in either case) theapplicable Adjustment Spread and any Benchmark Amendments
have been determined and notified in accordance with this provision “—Benchmark discontinuation” (and, until
such determination and notification (if any), the falloack provisions provided in “Interest— Interest on Floating
Rate Notes”or “Interest-— Intereston Reset Notes, as applicable, will continue toapply).

Our intention is that, in circumstances where we have been unable to determine a Successor Rate or
Alternative Rate (as applicable) and (in either case) Adjustment Spread pursuant the provision “—Benchmark
discontinuation”, we will elect to re-apply such provisions ifand when, in our sole determination, there have been
such subsequent developments (whether in applicable law, market practice or otherwise) as would enable us
successfully to apply such provisions and determine a Successor Rate or Alternative Rate (as applicable) and (in
either case) the applicable Adjustment Spread and the applicable Benchmark Amendments (if any).

Preparationin anticipation ofa Benchmark Event

If we anticipatethat a Benchmark Event will or may occur, nothing in these provisions shall prevent us
(in oursole discretion) fromtaking, prior to the occurrence of such Benchmark Event, such actions as we consider
expedient in orderto prepare forapplying the provisions of “—Benchmark discontinuation” (including, without
limitation, appointing and consulting with an Independent Adviser, and seeking to identify any Successor Rate,
Alternative Rate, Adjustment Spread and/or Benchmark Amendments), provided that no Successor Rate,
Alternative Rate, Adjustment Spread and/or Benchmark Amendments will take effect until the relevant
Benchmark Event has occurred.

Definitions
In this subsection “—I. Benchmark discontinuation provisions for all notes other than SOFRnotes "

“Adjustment Spread” means either a spread (which may be positive, negative or zero), or the formula or
methodology for calculating a spread, in either casewhich s to beapplied to the Successor Rate or the Alternative
Rate (as the case may be), being the spread, formula or methodology which:

(A) in the case of a Successor Rate, is formally recommended, or formally provided as an option
for parties to adopt, in relation to the replacement of the Original Reference Rate with the
Successor Rate by any Relevant Nominating Body; or

B) in the case ofan Alternative Rate (orin the case ofa Successor Rate where (A) above does not
apply), we, following consultation with the Independent Adviser (if appointed) and acting in
good faith, determine is in customary market usage (or reflects an industry-accepted rate,
formula or methodology) in the international debt capital market for transactions which
reference the Original Reference Rate, where such rate has been replaced by the Alternative
Rate (or, as the casemay be, the Successor Rate); or
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if no such recommendation oroption has been made (or made available) under (A) above and
if we, following consultation with the Independent Adviser (if appointed), determine there is no
such spread, formula or methodology in customary market usage orwhich is industry-accepted
under (B) above, we, in our discretion, following consultation with the Independent Adviser (if
appointed) and acting in good faith and in a commercially reasonable manner, determine to be
appropriate having regard to the objective, so far as is reasonably practicable in the
circumstances, of reducing or eliminating any economic prejudice or benefit (as the case may
be)to the noteholders;

“Alternative Rate” means an alternative benchmark or screen rate which we, following consultation with the
Independent Adviser (if appointed), determine in accordance with this section “—Benchmark discontinuation”
has replaced the Original Reference Rate in customary market usage, or is an industry-accepted rate, in the
international debt capital markets forthe purposes of determining rates of interest (or the relevant component part
thereof) fora commensurate interest period and in the same Specified Currency as the notes;

“Benchmark BEvent” means, with respectto an Original Reference Rate, any one or more of the following:

(A)

(B)

©

(D)

(E)

the Original Reference Rate ceasingto exist orto be published oradministered on a permanent
or indefinite basis;

the making of a public statementby the administrator of the Original Reference Rate that it has
ceased or will cease to publish the Original Reference Rate permanently or indefinitely (in
circumstances where no successor administrator has been appointed that will continue
publicationofthe Original Reference Rate);

the making ofa public statement by the supervisor of theadministrator of the Original Reference
Rate that the Original Reference Rate has been or will be permanently or indefinitely
discontinued;

the making of a public statement by the supervisor of theadministrator of the Original Reference
Rate that the Original Reference Rate will be prohibited frombeing used, is no longer (or will
no longer be) representative of its underlying market or that its use will be subject to restrictions
or adverse consequences, in each case in circumstances where the same shall be applicable to
the notes; or

it has or will prior to the next Interest Determination Date or Reset Determination Date, as
applicable, become unlawful for us, the Calculation Agent, or any Paying Agent to calculate
any payments due to be made to any noteholder usingthe Original Reference Rate (including,
without limitation, under the Benchmarks Regulation (EU) 2016/1011, if applicable),

provided thatin the case of paragraphs (B) to (D) above, the Benchmark Event shall occuron:

(i) in the case of (B) above, the date of the cessation of the publication of the Original
Reference Rate;
(ii) in the case of (C) above, the discontinuation of the Original Reference Rate; or

(iii) in the case of (D) above, the date on which the Original Reference Rate is prohibited
from use, is deemed no longerto be representative or becomes subject to restrictions
or adverse consequences (as applicable),

and not (in any such case) the date of the relevant public statement (unless the date of the
relevant public statementcoincides with the relevant date in (i), (ii) or (iii) above, as applicable).

“Original Reference Rate” means the benchmark or screen rate (as applicable) originally specified for the
purpose of determining the relevant rate of interest (or any relevant component part(s) thereof) on the notes
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(provided that if, following one or more Benchmark Events, such originally specified Reference Rate (or any
Successor Rate or Alternative Rate which has replaced it) has beenreplaced bya (or a further) Successor Rate or
Alternative Rate and a Benchmark Event subsequently occurs in respect of such Successor Rate or Alternative
Rate, the term“Original Reference Rate” shall be deemed to include any such Successor Rate or Alternative Rate);

“Relevant Nominating Body” means, in respectofa benchmark or screen rate (as applicable):

(A) the central bank for the currency to which the benchmark or screen rate (as applicable) relates,
or any central bank or other supervisory authority which is responsible for supervising the
administrator of the benchmark or screenrate (as applicable); or

(B) any working group or committee sponsored by, chaired or co-chaired by or constituted at the
request of (i) the central bank for the currency to which the benchmark or screen rate (as
applicable) relates, (ii) any central bank or other supervisory authority which is responsible for
supervising the administrator of the benchmark or screen rate (as applicable), (iii) a group of
the aforementioned central banks or other supervisory authorities or (iv) the Financial Stability
Board orany part thereof; and

“Successor Rate” means a successor to or replacement of the Original Reference Rate which is formally
recommended by any RelevantNominating Body.

1. Benchmark discontinuation provisions for SOFR notes

The provisions contained in this subsection "—Benchmark discontinuation — Il. Benchmark
discontinuation provisions for SOFR notes" are applicable to allnotes Floating Rate Notes or Reset Notes (other
than Reset Notes which reset only once) whose interest basis are SOFR. These provisions “—Benchmark
discontinuation” apply only if “Benchmark Replacement” is specified to be applicable in the applicable Final
Terms.

Notwithstanding the provisions of “—Benchmark discontinuation—I. Benchmark discontinuation
provisions for all notes other than SOFRnotes” above, ifthe Issuer determines on or prior to the relevant Interest
Determination Date that a Benchmark Transition Event has occurred with respect to SOFR, then the following
provisionsshallapply.

@ If the Issuer determines that a Benchmark Transition Event and its related Benchmark
Replacement Date have occurred prior to the Reference Time in respect of any determination
ofthe Benchmark on any date applicable to any SOFR notes, the Benchmark Replacement will
replace the then-current Benchmark for all purposes relating to any SOFR notes in respect of
such determination onsuch dateandall determinations on all subsequentdates.

(b) In connection with the implementation of a Benchmark Replacement with respect to any SOFR notes,
the Issuerwillhave the right to make Benchmark Replacement Conforming Changes with respectto any
SOFR notes fromtime to time.

(©) At our request, but subject to receipt by the Trustee of a certificate signed by two of our authorized
signatories pursuantto the provisions below, the Trusteeshall (at our expense), without any requirement
for the consent orapproval of the noteholders, be obliged to concurwith us in effecting any Benchmark
Replacement Conforming Changes (including, interalia, by the execution ofa deed supplemental to or
amending the Indenture) and the Trustee shall not be liable to any party for any consequences thereof,
provided that the Trustee shallnot be obligedso to concur if in the sole opinion ofthe Trustee doing so
would impose more onerous obligations upon it orexpose it to any additional duties, responsibilities or
liabilities or reduce oramend rights and/or the protective provisions afforded to the Trusteein these temes
and conditions or the Indenture (including, for the avoidance of doubt, any supplemental indenture) in
any way.
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(d)

©)

(f)

@)

(h)

In connection with any such variation in accordance with the provisions in this subsection, we shall
comply with the rules of any stock exchange onwhich the notes are for the time being listed or admitted
to trading.

We shall notify the Trustee, the Calculation Agent, the Paying A gents and, in accordance with “~Notices”,
the noteholders, promptly of any Benchmark Replacement and Benchmark Replacement Adjustmentas
well the specific terms of any Benchmark Replacement Conforming Changes, determined pursuant to
the provisions of this subsection. Such noticeshall be irrevocable and shall specify the effective date of
the Benchmark Replacement Conforming Changes, ifany.

No laterthan notifying the Trustee of the same, we shall deliver to the Trustee a certificate signed by two
authorized signatories:

@ confirming (i) that a Benchmark Transition Event has occurred, (iij) the Benchmark
Replacement, (iii) the applicable Benchmark Replacement Adjustment and (iv) the specific
terms of the Benchmark Replacment Conforming Changes (ifany), in each caseas determined
in accordancewith the provisions of this subsection;and

2 certifying that the Benchmark Replacement Conforming Changes are necessary to ensurethe
properoperation of such Benchmark Replacement and the applicable Benchmark Replacement
Adjustment.

The Trustee shall be entitled to rely on such certificate (without inquiry or liability to any person) as
sufficient evidence thereof. The Benchmark Replacement and the applicable Benchmark Replacement
Adjustmentand Benchmark Replacement Conforming Changes (ifany) specified in such certificate will
(in the absence of manifest error in the determination of the Benchmark Replacement and the applicable
Benchmark Replacement Adjustment and the Benchmark Replacement Conforming Changes (if any)
and without prejudice to the Trustee’s ability to rely on such certificate as aforesaid) be binding on us,
the Trustee, the Calculation Agent, the Paying Agents and the noteholders.

Notwithstanding the definitions of business day, OBFR, OBFR Index Cessation Date, OBFR index
cessationevent, SOFR, SOFR IndexCessation Date, SOFR IndexCessation Event, and US Governmrent
Securities Business Day set out above, the following definitions shallapply with respect to this section
titled "— I1. Benchmark discontinuation provisions for SOFR notes™:

Benchmark means, initially, SOFR; provided that if a Benchmark Transition Event and its related

Benchmark Replacement Date have occurred with respect to SOFR or the then-current Benchmark, then
"Benchmark" means theapplicable Benchmark Replacement.

Benchmark Replacement means the first alternative setforth in the order below that can be determined

by the Issueras of the Benchmark Replacement Date:

® the sum of: (a) the alternate rate of interest that has been selected or recommended by the
Relevant Governmental Body as the replacement for the then-current Benchmark for the
applicable Corresponding Tenor and (b) the Benchmark Replacement Adjustment;

2 the sumof: (a) the ISDA Fallback Rate and (b) the Benchmark Replacement Adjustment;

3) the sumof: (a) the alternate rate of interest thathas been selected by the Issueras the replacement
for the then-current Benchmark for the applicable Corresponding Tenor giving due
consideration to any industry-accepted rate of interest as a replacement for the then-cument
Benchmark forany SOFR notes, as applicable, at such time and (b) the Benchmark Replacement
Adjustment.

Benchmark Replacement Adjustment means the first alternative setforth in the order belowthatcan

be determined by the Issuer as of the Benchmark Replacement Date:
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@ the spread adjustment, or method for calculating or determining such spread adjustment, (which
may be a positive or negative value or zero) that has been selected, endorsed or recommended
by the Relevant Governmental Body for the applicable Unadjusted Benchmark Replacement;

2 if the applicable Unadjusted Benchmark Replacementis equivalent to the ISDA Fallback Rate,
then the ISDA Fallback Adjustment;

(3 the spread adjustment (which may bea positive or negative value or zero) that has been selected
by the Issuer giving due consideration to any industry-accepted spread adjustment, or method
for calculating ordetermining such spread adjustment, for the replacement of the then -current
Benchmark with the applicable Unadjusted Benchmark Replacement for any SOFR notes at
such time.

Benchmark Replacement Conforming Changes means, with respect toany Benchmark Replacenent,
any technical, administrative or operational changes with respect to any SOFR notes (including changes to the
definition of "interest period”, timing and frequency of determining rates and making payments of interest,
changes to the definition of "Corresponding Tenor" solely whensuch tenor is longerthanthe interest period and
otheradministrative matters) that the Issuer decides may beappropriate to reflect the adoption of such Benchmark
Replacement with respectto any SOFR notes in a manner substantially consistent with market practice (or, if the
Issuerdecides thatadoptionofany portion of such market practiceis not administratively feasible or if the Issuer
determines that no market practice for use of the Benchmark Replacement exists, in such other manner as the
Issuerdetermines is reasonably necessary).

Benchmark Replacement Date means:

(] in the caseof paragraph (1) or (2) of the definition of *Benchmark Transition Event” below, the
later of (a) the date of the public statement or publication of information referenced therein and
(b) the date on which the administrator of the relevant Benchmark permanently or indefinitely
ceasesto providesuch Benchmark, or

2 in the case of paragraph (3) of the definition of "Benchmark Transition Event" below, the date
of the public statementor publication of information;

provided, however, that onor after the 60th day preceding the date on which such Benchmark Replacement Date
would otherwiseoccur (if applicable), the Issuer may give written notice to holders of any SOFR notes in which
the Issuer designates an earlier date (but not earlier than the 30th day following suchnotice) and represents that
such earlier date will facilitate an orderly transition ofany SOFR notes to the Benchmark Replacement, in which
case such earlier date shall be the Benchmark Replacement Date.

For the avoidance of doubt, if the event giving rise to the Benchmark Replacement Date occurs on the
same day as, but earlier than, the Reference Time in respect ofany determination, the Benchmark Replacement
Date will be deemed to have occurred priorto the Reference Time forsuch determination.

Benchmark Transition Event means the occurrence of one or more of the following events with respect
to the then-current Benchmark:

@ a public statement or publication of information by or on behalf of the administrator of the
Benchmark announcing that the administrator has ceased or will cease to provide the
Benchmark permanently or indefinitely, provided that, at the time of such statement or
publication, there is no successor administrator thatwill continue to providethe Benchmark;

2 a public statement or publication of information by the regulatory supervisor for the
administrator of the Benchmark, the central bank for the currency of the Benchmark, an
insolvency official with jurisdiction over the administrator for the Benchmark, a resolution
authority with jurisdiction over theadministrator for the Benchmark ora court or an entity with
similar insolvency or resolution authority over the administrator for the Benchmark, which
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states that the administrator of the Benchmark has ceased or will cease to provide the
Benchmark permanently or indefinitely, provided that, at the time of such statement or
publication, thereis no successor administrator thatwill continue to provide the Benchmark; or

(3 a public statement or publication of information by the regulatory supervisor for the
administrator of the Benchmark announcing that the Benchmark is no longer representative.

Corresponding Tenor with respect to a Benchmark Replacement means a tenor (including overnight)
having approximately the same length (disregarding business day adjustment) as the applicable tenor for the then-
current Benchmark.

Federal Reserwve Bank of New York's website means the website of the Federal Reserve Bank of New
York at http://www.newyorkfed.org, or any successor source (for theavoidance of doubt, this website (and/or any
successor source) andthe contents thereof donot formpart of this base prospectus).

ISDA Definitions means the 2006 ISDA Definitions published by the International Swaps and
Derivatives Association, Inc. or any successor thereto, as amended or supplemented fromtime to time, or any
successor definitional bookletfor interest rate derivatives published fromtime to time.

ISDA Fallback Adjustment means the spreadadjustment, (which may be a positive ornegative value
orzero) that would apply for derivatives transactions referencing the ISDA Definitions to be determined upon the
occurrence ofan indexcessation eventwith respectto the Benchmark for the applicable tenor.

ISDA Fallback Rate means the rate that would apply for derivatives transactions referencing the ISDA
Definitions to be effective uponthe occurrence of an indexcessation date with respect to the Benchmark for the
applicable tenorexcluding the applicable ISDA Fallback Adjustment.

Reference Time with respect to any determination of the Benchmark means (1) if the Benchmark is
USD LIBOR, 11:00 a.m. (London time) on the day that is two London Banking Days preceding the date of such
determination, (2) if the Benchmark is SOFR, 2:00 p.m. (London time) on the day that is two London Banking
Days precedingthedate of such determinationand (3) if the Benchmarkis not SOFR, the time determined by the
Issuerin accordance with the Benchmark Replacement Conforming Changes.

Relevant Governmental Body means the Federal Reserve Board and/or the Federal Reserve Bank of
New York, or a committee officially endorsed or convened by the Federal Reserve Board and/or the Federal
Reserve Bank of New York or any successor thereto.

SOFR with respectto any day means thesecured overnightfinancing rate published for such day by the
Federal Reserve Bank of New York, as the administrator of the Benchmark, (ora successor administrator) on the
Federal Reserve Bank of New York's website.

TermSOFR means the forward-looking termrate for the applicable corresponding tenor based on SOFR
that has beenselected orrecommended by the relevant governmental body.

Unadjusted Benchmark Replacement means the Benchmark Replacement excluding the applicable
Benchmark Replacement Adjustment.

0] To the extent thatthereis any inconsistency between the conditions set out in this subsection titled " —I1.
Benchmark discontinuation provisions for SOFR notes" and any provisions in this section “--Terms and
Conditions ofthe Notes”, the statements in this subsection shall prevail with respect to any SOFR notes.

()] Nothing in this subsection titled "—I1. Benchmark discontinuation provisions for SOFR notes" affects the
rights ofthe noteholders other thanany SOFR notes.

(K) For the avoidance of doubt, the Issuer may propose that a Benchmark Replacement replace the then-
current Benchmarkand any Benchmark Replacement Conforming Changes on more than one occasion
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provided thatthe conditions set outin this subsectiontitled " —I1. Benchmark discontinuation provisions
for SOFR notes™ are satisfied.

Additional Notes

We may issue additional notes ofa series having identical terms to that ofa prior series of notes of the
same series but for the Original Issue Date, the first interest payment date, initial interest accrual date and the
offering price (“Additional Notes”). The Final Terms relating to any Additional Notes will set forth matters
related to suchissuance, including identifying the prior series of notes, their Original Issue Dateand the aggregate
principalamount of notes then comprising such series.

Payment of additional amounts

In the eventofany deduction or other withholding for or on accountofany presentor futuretax, assessment, duty
orothergovernmental charge of any nature whatsoever imposed, levied or collected by or on behalf of the United
Kingdom, orany political subdivision thereof or authority therein having power to tax, in respect of any paynents
in respectofany note:

0] in the case of (A) all senior preferred notes and (B) each series of senior non-preferred notes
unless the applicable Final Terms expressly specifies “Senior Non-Preferred Notes: Gross-up
of principal”as notapplicable, we will (subject as follows) pay to the holder of such note such
additional amounts as may be necessary in order that every net payment of the principal of
(including premium or final redemption amount or early redemption amount, if any, or other
amount payable in respect thereof) and interest, if any, on such note, will not be less than the
amount provided for in such noteas then due and payable;and

(i) in the case of (A) all subordinated notes and (B) each series of senior non-preferred notes for
which the applicable Final Terms expressly specifies “Senior Non-Preferred Notes: Gross-up
of principal”as notapplicable, we will (subject as follows) pay tothe holder of such notesuch
additionalamounts as may be necessary in order that every net payment of interest, if any, on
such note, will not be less than the amount provided for in such note as then due and payable.
However, we will not pay any such additionalamounts in respect ofany principal of (including
premium or final redemption amount or early redemption amount, if any, or other amount
payable in respectthereof) any suchnote.

Furthermore, and without prejudice to the foregoing, no such additional amounts shall, however, be payable on
any note fororon account ofanytax assessment, duty or other governmental charge whichis payable:

()] otherwise than by deduction or withholding from any payments of (in the case of senior
preferred notes orany senior non-preferred notes falling within paragraph (i) above) principal
(including premium or final redemption amount or early redemption amount, if any, or other
amount payable in respect thereof) or (in the case ofany notes) interest, ifany, on such note;

2 by reasonoftheholder orbeneficial ownerwhois liable for suchtaxes having some connection
with the United Kingdom (including being a citizen or resident or national of, or carrying on a
business or maintaining a permanent establishment in the United Kingdom) other than by the
mere holding of such note or enforcement of rights thereunder or the receipt of payments in
respect thereof;

3 by reason ofachange in law or official practice ofany relevant taxing authority that becomes
effective more than 30 days after the Relevant Date (as defined below) for payment of (in the
case of senior preferred notes or any senior non-preferred notes falling within paragraph (i)
above) principal (including premiumor final redemption amount or early redemption amount,
if any, or otheramount payable in respect thereof) or (in the case of any notes) interest, ifany,
in respectofsuchnote;
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4 by reasonof any estate, excise, inheritance, gift, sales, transfer, wealth, personal property taxor
any similar assessment or governmental charge;

(5) as a result ofthe failure of aholderto satisfy any statutory requirements or make a declaration
of non-residence or other similar claim for exemption to the relevant taxauthority;

6) by reasonofany note presented for paymentin the United Kingdomif such payment could have
been made by or through any other paying agent without such tax, assessment, duty or other
governmental charge;

) owing to acombination of clauses (1) through (6) above;or

(8) pursuant to an agreement described in Section 1471(b) of the U.S. Internal Revenue Code of
1986 as amended (the “Code”) or otherwise imposed pursuant to Sections 1471 through 1474
of the Code, any regulations or agreements thereunder, any official interpretations thereof, or
any lawimplementing an intergovernmental approach thereto.

“Relevant Date” means the date on which the payment of principal (including premium or final
redemption amount or early redemptionamount, ifany, or otheramount payable in respectthereof) or interest, if
any, on a note first becomes due and payable but, if the full amount of the monies payab le on such date has not
been received by the relevant paying agent or as it shall have directed on or prior to such date, the “Relevant
Date” means the date on which such monies shallhave beenso received. No additional amounts will be paid as
providedabovewith respect toany paymentof principal (including premiumor final redemptionamount or early
redemption amount, if any, or other amount payable in respect thereof) or interest, if any, on such note to any
holderwho is a fiduciary or partnership or other thanthesole beneficial owner of any such payment, to the extent
that a beneficiary or settlor with respect to such fiduciary, a member of such partnership orthe beneficial owner
of such payment would not have been entitledto theadditionalamounts had such beneficiary, settlor, member or
beneficial owner beenthe holder ofany such note.

Redemption, Repurchase, Substitution and Variation
Final Redemption

Unless previously redeemed or purchased and canceledas provided below, each note will be redeemed
at 100% of its nominalamount in therelevant Specified Currency on the Maturity Date specified in theapplicable
Final Terms.

Redemption for Tax Reasons

If the Issuerat any time satisfies the Trustee immediately priorto the giving of the notice referred to below that:

@ (in the case of senior preferred notes) on the occasion ofthe next payment due in respect of the
notes, the Issuer will or would be required to pay additional amounts as described under “—
Payment of additional amounts” or to account to any taxing authority in the United Kingdom
for any amount(other thanany taxwithheld or deducted frominterest payable in respect of the
notes) calculated by reference to any amountpayable in res pect ofthe notes; or

2 (in the case of subordinated notes and senior non-preferred notes) a TaxEvent has occurred;

and, in any such case, the Issuer cannot avoid the same by taking reasonable measures available to f,
then the Issuer may in its sole discretion (and, in the case of subordinated notes, in accordance with “—
Preconditions to Redemptionand Purchase of Subordinated Notes” or, in the case of senior non-preferred notes,
in accordance with “—Preconditions to Redemption, Purchase, Substitution or Variation of Senior Non-Preferred
Notes”), having givennotice of notmore than 30 days norless than 15 days prior to the date of redemption to the
Trustee and, in accordance with “—Notices”, the noteholders (which notice shall be irrevocable), redeemat any
time (if such notes are not Floating Rate Notes or Reset Notes (other than Reset Notes which resetonly once)) or
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on any Interest Payment Date (if such notes are Floating Rate Notes or Reset Notes (other than Reset Notes which
reset only once)) all (but notsome only) ofthe notes at their early redemption amountas provided under “—Early
Redemption Amounts” together, if applicable, with interest accrued to (but excluding) the date fixed for
redemption. Upontheexpiry of such notice the Issuer shallbe boundto redeemthe notes accordingly.

Prior to the publication of any notice of early redemption pursuantto the provisions set forth above, the
Issuershalldeliverto the Trustee a certificate signed by any two authorized signatories of the Issuer confirming
that the relevant circumstances in (1) above (in the case of senior preferred notes) or (2) above (in the case of
subordinated notes and senior non-preferred notes) have occurred andare continuing. The Trusteeshall be entitled,
without liability to any person, to acceptsuch certificate without any further inquiry as sufficient evidence of the
satisfactionofthe relevantconditions precedent, in which event it shall be conclusiveandbinding onthe Trustee
and the noteholders.

A “Tax Bvent” will be deemed to have occurredif, as a result ofa Tax Law Change:

(1) in making any payments on thesubordinated notes or the senior non-preferred notes, the Issuer
has paid or will or would on the next payment date be required to pay additional amounts as
described under “—Payment of additional amounts”;

(i) the Issuer is no longer, or will no longer be, entitled to claim a deduction in respect of any
payments in respect of the subordinated notes or the senior non-preferred notes in computing
its taxation liabilities or the amount of such deduction is or will be materially reduced;

(iii) the subordinated notes or the senior non-preferred notes are, or will be, prevented from being
treated as loanrelationships for United Kingdomtaxpurposes; or

(iv) the Issueris not, or willnot be, able to have losses or deductions setagainst any profits or gains,
or profits or gains offset by any losses or deductions, of companies with which it is or would
otherwise besogrouped forapplicable United Kingdomtaxpurposes (whether under the group
relief systemcurrent as at the date of issue of the subordinated notes or senior non-prefened
notes oranysimilar systemor systems having like effect as may fromtime to time exist).

As used herein, “Tax Law Change” means any change in, oramendment to, the laws or regulations of
the United Kingdom (including any treaty to which it is a party) or any political subdivision or any authority
thereof or therein having power to tax, or any change in the official interpretation thereof by the relevant tax
authority orin the application of such laws or regulations by a decision of any court or tribunal that provides for
a positionwith respectto such laws or regulations that differs fromthe previously generally accepted position in
relation to similar transactions orany pronouncement of a taxauthority in the United Kingdom, which change or
amendment becomes effective or, in the case of a change in law, if such changeis enacted by a UK Act of
Parliament or by Statutory Instrument, on or after the Issue Date.

Redemptionat Our Option

If so specified in the applicable Final Terms, the notes ofa series will be redeemable at our option (but
subject, in the case of subordinated notes, to compliance with “—Preconditions to Redemption and Purchase of
Subordinated Notes” or, in the case of senior non-preferred notes, to compliance with “—Preconditions to
Redemption, Purchase, Substitution or Variation of Senior Non-Preferred Notes”) prior to the stated Maturity
Date.

If so specified, and subjectto the terms set forth in the applicable Final Terms, the notes will be subject
to redemption at our option on theapplicable Early Redemption Date(s) specified in the applicable Final Terns,
in whole or from time to time in part in minimum increments of $200,000 for senior preferred notes and senior
non-preferred notes and $250,000 for subordinated notes, or the minimum denomination specified in such Final
Terms (provided that, in the case of any redemption in part, any remaining principal amount thereof shall be at
least $200,000 for senior preferred notes and senior non-preferred notes and $250,000 for subordinated notes, or
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such minimum denomination), at the Redemption Price specified in the applicable Final Terms. Any such
redemption will be subject to notice being given not more than the maximum period specified in the applicable
Final Terms (or, if no maximum period is specified in the applicable Final Terms, 60 days, if the notes are being
redeemed in whole, or 45 days, if the notes are being redeemed in part), nor less than the minimumperiod specified
in the applicable Final Terms (or, if no minimum period is specified in the applicable Final Terms, 30days), prior
to the date of redemption andin accordance with the provisions of the Indenture.

The notes will not be subjectto any sinking fund.

Regulatory Event Redemption of Subordinated Notes

This provision “—Regulatory Event Redemption of Subordinated Notes” applies only to subordinated
notes.

Subject to compliance with “—Preconditions to Redemption and Purchase of Subordinated Notes”, the
Issuer may, in its sole discretion, if a Regulatory Event has occurred, having given notice of not more than 30
days nor less than 15days prior to the date of redemption tothe Trusteeand, in accordance with “—Notices”, the
noteholders (which notice shall be irrevocable and shall specify the date fixed for redemption), redeemat any time
(if such notes are not Floating Rate Notes or Reset Notes (other than Reset Notes which reset only once)) oron
any Interest Payment Date (if such notes are Floating Rate Notes or Reset Notes (otherthan Reset Notes which
reset only once)) all (but not some only) ofthe subordinated notes at their early redemption amount as provided
under “—Early Redemption Amounts” together, if applicable, with interest accrued to (but excluding) the date
fixed for redemption.

Prior to the publication of any notice of early redemption pursuant to the paragraph above, the Issuer
shalldeliverto the Trustee a certificate signed by any two authorized signatories of the Issuer confirming that a
Regulatory Event has occurred. The Trustee shall be entitled, without liability to any person, to accept such
certificate without any further inquiry as sufficient evidence of the satisfaction of the relevant conditions
precedent, in which event it shall be conclusive and binding on the Trusteeand the noteholders. Upon the expiry
of such noticethe Issuershall be bound toredeemthe subordinated notes accordingly.

Loss Absorption Disqualification EventRedemption of Senior Non-Preferred Notes

This provision“—Loss Absorption Disqualification Event Redemption of Senior Non-Preferred Notes”
applies to all senior non-preferred notes except for any series where “Senior Non-Preferred Notes: Loss
Absorption Disqualification Event Redemption” is expressly specified to be not applicable in the applicable Final
Terms.

Subject to compliance with “—Preconditions to Redemption, Purchase, Substitution or Variation of
Senior Non-Preferred Notes”, the Issuer may, in its sole discretion, if a Loss Absorption Disqualification Event
has occurred, havinggiven noticeofnot more than 30 days nor less than 15days priorto the date of redemption
to the Trustee and, in accordance with “—Notices”, the noteholders (which notice shallbe irrevocable and shall
specify the date fixed for redemption), redeemat any time (if such notes are not Floating Rate Notes or Reset
Notes (otherthan Reset Notes which reset only once)) or on any Interest Payment Date (if such notes are Floating
Rate Notes or Reset Notes (otherthan Reset Notes which reset only once)) all (but not some only) of the senior
non-preferred notes at their early redemption amount as provided under “—Early Redemption Amounts” together,
if applicable, with interest accrued to (but excluding) the date fixed for redemption.

Prior to the publication of any notice of early redemption pursuant to the paragraph above, the Issuer
shalldeliverto the Trustee a certificate signed by any two authorized signatories of the Issuer confirming that a
Loss Absorption Disqualification Event has occurred. The Trustee shall be entitled, without liability to any person,
to accept such certificate without any further inquiry as sufficient evidence of the satisfaction of the relevant
conditions precedent, in which event it shall be conclusive and binding onthe Trusteeandthe noteholders. Upon
the expiry of such notice the Issuer shall be boundto redeemthe senior non-preferred notes accordingly.
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Repayment at the Option ofthe Holders
This provision “—Repaymentat the Option ofthe Holders” does not apply to subordinated notes.

If so specifiedin the applicable Final Terms, the notes will be repayable by the Issuerin whole or in part
at the option ofthe holders thereofon theirrespective optional repaymentdates (“ Optional Repayment Dates”)
specified in such Final Terms, upon not more than the maximum period specified in the applicable Final Ternms
(or, if no maximum period is specified in the applicable Final Terms, 30days), nor less than the minimumperiod
specified in the applicable Final Terms (or, if no minimum period is specified in the applicable Final Terms, 15
days), notice prior to such Optional Repayment Dates. If no Optional Repayment Date is specified with respect
toanote, such notewillnot be repayable atthe option ofthe holder thereof prior to the stated Maturity Date. Any
repayment in part will be in increments of $200,000, or the minimum denomination specified in the applicable
Final Terms (provided that any remaining principalamount thereof shall be at least $200,000 or such minimum
denomination). Unless otherwise specified in the applicable Final Terms, the repaymentprice forany note to be
repaid means an amount equal to the sumoftheunpaid principalamountthereof or the portion thereof plus accrued
interest to the date of repayment. Exercise of the repayment option is irrevocable.

Late Paymenton Zero Coupon Notes

If the amount payable in respectofany Zero Coupon Note upon redemption of such Zero Coupon Note pursuant
to this subsection or uponits becoming due and repayable as provided upon the occurrence of any Eventof Default
under the Indenture is improperly withheld or refused, the amount due and repayable in respect of such Zero
Coupon Noteshallbe the amount calculated as provided under “—Early Redemption Amounts” below as though
the references therein to the date fixed for redemption or the date upon which such Zero Coupon Note becores
due and repayable were replaced by references to thedatewhich is the earlier of:

@ the date on which allamounts due in respectofthe Zero Coupon Note have been paid; and

(b) the date onwhichthefullamountofthe moneys payable has beenreceived by the Paying Agent
or the Trustee and noticeto that effect has beengivento theholders.

Early Redemption Amounts

Forthe purposes of redemption for taxreasons or following (in respect of subordinated notes) a Regulatory Event
or (in respect of senior non-preferred notes) a Loss Absorption Disqualification Event and, in any case, redemption
upon the occurrence of any Event of Default under the Indenture, each note will be redeemed at an amount
calculated as follows, together with interest, ifany, to the date fixed for redemption (the amount in (a) or, as the
case may be, (b) belowbeing the “early redemption amount”):

@ (in the case of notes other than Zero Coupon Notes) at 100% of the principal amount (and
premium, if any, thereon); or

() in the case of Zero Coupon Notes, at an amount equal to thesumof:
(i) the Reference Price; and

(ii) the product of the Accrual Yield (compounded annually) being applied to the
Reference Price from (and including) the Original Issue Date of the notes to (but
excluding) the date fixed for redemption or (as the case may be) the date upon which
such note becomes due and repayable.

Where suchcalculation is to be made fora period whichis not awhole number of years, it shall be made
(i) in the case ofa Zero Coupon Note otherthan a Zero Coupon Note payable in euro, on the basis ofa 360 day
year consisting of 12 months of 30 days each or (ii) in the case of a Zero Coupon Note 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
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sumof (A)the numberofthosedays falling in a leap year divided by 366 and (B) the number of those days falling
in a non-leapyeardivided by 365).

Selection of Notes for Partial Redemption

In the case of any partial redemption of notes, and subjectto the terms specified in the applicable Final
Terms, the notes to be redeemed shall be selected by the Trustee individually by lot not more than 60 days prior
to the Redemption Date fromthe outstanding notes not previously called for redemption, provided that partial
redemption of Global Notes shall be effected in accordance with DTC’s procedures.

Repurchase

We may (subject, in the case of subordinated notes, to compliance with “—Preconditions to Redemption
and Purchase of Subordinated Notes” and prevailing Regulatory Capital Requirements or, in the case of senior
non-preferred notes, to compliance with “—Preconditions to Redemption, Purchase, Substitution or Variation of
Senior Non-Preferred Notes” and prevailing Loss Absorption Regulations) at any time purchasenotes at any price
or prices in the open market or otherwise. Notes so purchased may be held or resold or, at our discretion, notes
may be surrendered to the Trustee for cancelation.

Preconditions to Redemption and Purchase of Subordinated Notes

Any redemptionor purchase of subordinated notes prior to the Maturity Date in accordance with any applicable
subsection ofthis section “—Redemption, Repurchase, Substitutionand Variation” is subject to:

@) the Issuerhaving obtained Relevant Supervisory Consent therefor;

() the Issuer having demonstrated to the satisfaction of the Supervisory Authority that either: (A)
the Issuer has (or before orat the same time as the relevant redemption or purchase will have)
replaced the subordinated notes with own funds instruments of equal or higher quality at tems
that are sustainable for the income capacity of the Issuer; or (B) the own funds and eligible
liabilities of the Issuer would, following such redemption or purchase, exceed its minimum
requirements (including any buffer requirements) by a margin that the Supervisory Authority
considers necessary at suchtime; and

(©) in the case ofany redemption or purchase priorto thefifth anniversary of the Issue Date:

(A) in the case of redemption upon a Tax Event, the Issuer having demonstrated
to the satisfaction of the Supervisory Authority that the change in tax treatment is
material and was not reasonably foreseeable as at the Issue Date;

(B) in the case of redemption upon the occurrence of a Regulatory Event, the
Issuer having demonstrated to the satisfaction of the Supervisory Authority that the
relevant changein the regulatory classification of the subordinated notes is sufficiently
certain and was not reasonably foreseeable as at the Issue Date;

© in the case ofarepurchase, the Issuer having demonstrated to the satisfaction
ofthe relevant Supervisory Authority that the Issuer has (or, before or at the same time
as the relevant purchase, will have) replaced the subordinated notes with own funds
instruments of equal or higher quality at terms that are sustainable for the incone
capacity of the Issuer, and the relevant Supervisory Authority having permitted such
action on the basis of the determination that it would be beneficial froma prudential
point of viewand justified by exceptional circumstances; or

(D) the subordinated notes being purchased for market-making purposes in
accordancewith the prevailing Regulatory Capital Requirements.
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Notwithstanding the foregoing, if, at the time of any redemption or purchase, the prevailing Regulatory
Capital Requirements permit a repayment or purchase only after compliance with one or more additional or
alternative preconditions to those set out above in this subsection, the Issuer shall comply (in addition or in the
alternative, as the case may be) with such additional and/or alternative precondition(s).

Preconditions to Redemption, Purchase, Substitution or Variation of Senior Non-Preferred Notes

Any redemption or purchase prior to the Maturity Date, or any substitution or variation of senior non-prefered
notes in accordance with any applicable subsection ofthis section “—Redemption, Repurchase, Substitution and
Variation” is subject to:

@) the Issuerhaving obtained Relevant Supervisory Consent therefor; and

() compliance with any other pre-conditions to, or requirements applicable to, such redemption,
purchase, substitutionor variationas may be required by the relevant Supervisory Authority or
the Loss Absorption Regulations at suchtime (including, in the case of a redemption or purchase
and to the extent then so required, the Issuer having demonstrated to the satisfaction of the
relevant Supervisory Authority that (A) it has (or, before or at the same time as the relevant
redemption or purchase, will have) replaced the senior non-preferred notes with own funds or
eligible liabilities instruments of equal or higher quality at terms that are sustainable for the
income capacity ofthe Issuer; or (B) the own funds and eligible liabilities of the Issuer would,
following such redemption or purchase, exceed its minimum requirements for own funds and
eligible liabilities by a margin that the relevant Supervisory Authority considers necessary at
such time; or (C) the partial or full replacement of the senior non-preferred notes with own funds
instruments is necessary to ensure compliance with the own funds requirements laid down in
the prevailing Regulatory Capital Requirements for continuing authorisation).

Substitution and Variation in Respect of Senior Non-Preferred Notes

This provision “Substitution and variationin respect of seniornon-preferred notes” applies to each series of senior
non-preferred notes unless“Senior Non-Preferred Notes: Substitution and Variation™ is expressly specified to be
not applicable in the applicable Final Terms.

Upon the occurrence of a Loss Absorption Disqualification Event, the Issuer (in its sole discretion but subjectto
“—Preconditions to Redemption, Purchase, Substitution or Variation of Senior Non-Preferred Notes”), having
given notice of not more than 30 days nor less than 15 days prior to the date of substitution or variation (as the
case may be)tothe Trusteeand, in accordance with “—Notices”, the noteholders (which noticeshall be irrevocable
and shall specify the date fixed for substitution or variation, as applicable) may, without any requirement for the
consentorapproval of the noteholders, either substitute all (but not some only) of the senior non -preferred notes
for, or vary the terms of the senior non-preferred notes so that they remain or, as appropriate, become, Loss
Absorption Compliant Notes. Upontheexpiry ofthe noticereferred to above, the Issuer shall either substitute or,
as the case may be, vary the terms of the senior non-preferred notes.

In connection with any substitution or variation in accordance with this provision “ Substitution and Variation in
Respect of Senior Non-Preferred Notes”, the Issuer shall comply with the rules of any stock exchange on which
the relevant senior non-preferred notes are for the time being listed oradmittedto trading.

Any substitution or variation in accordance with this provisionis subjectto the following conditions:

(A) the Issuer complying with “—Preconditionsto Redemption, Purchase, Substitution or Variation
of Senior Non-Preferred Notes” above;

(B) such substitutionor variationnot resulting in any eventor circumstance which at oraround that
time gives the Issueraredemptionright in respect of the resulting notes; and
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© priorto the publicationofany notice of substitution or variation, the Issuer having delivered to
the Trustee a certificate signed by two authorized signatories of the Issuer stating that the Loss
Absorption Disqualification Event giving rise to the right to substitute or vary the senior non-
preferred notes has occurredas at the date ofthe certificate andthat the conditions set out (A)
and (B) immediately above have beensatisfied and the Trustee shall be entitled to accept such
certificate as sufficientevidencethereof, and such certificate shall be conclusiveand binding on
the Trustee andall noteholders.

The Trustee shall, subject to the Issuer’s compliance with the foregoing conditions and the provision of the
certificate signed by two authorized signatories ofthe Issueras referred to in the definition of ‘Loss Absorption
Compliant Notes’ and at the expense and cost ofthe Issuer, use reasonable endeavors to assist the Issuer in any
substitution or variation of the relevant senior non-preferred notes in accordance with this provision, except that
the Trusteeshallnotbe obliged toassist in any such substitution or variation if either such substitution or variation
itself or the terms of the proposed Loss Absorption Compliant Notes would impose, in the Trustee’s sole
determination, more onerous obligations upon it or require the Trustee to incur any liability for which it is not
indemnified and/or securedand/or pre-fundedto its sole satisfaction.

Agreementwith Respectto the Exercise of UK Bail-in Power

By its acquisition of the notes, each noteholder (including each beneficial owner) acknowledges, agrees
to be bound by and consents to the exercise of any UK bail-in power (as defined below) by the relevant UK
resolution authority (as defined below) that may result (without limitation) in (i) the cancelation, write -down or
reduction of all, or a portion, of the principal amount of, or interest on, the notes (including by variation of the
notes) and/or (ii) any other modification of the notes and/or (iii) the conversion ofall, ora portion, of the principal
amount of, or interest on, the notes into our or another person's shares or other securities or other obligations
(including by variation of the notes) to give effectto the exercise by the relevant UK resolutionauthority of such
UK bail-in power, and the rights of the holders of the notes will be subject to the provisions of any UK bail-in
power which are expressed to implement such a reduction, write-down, cancelation, modification or conversion.
Each noteholder further acknowledges and agrees that the rights of the noteholders are subject to, and will be
varied, if necessary, so asto give effect to, theexercise by the relevant UK resolution authority of such UK bail-
in power. Withoutprejudice tothe generality of the foregoing, eachnoteholder (including each beneficial owner)
acknowledges, agrees to be bound by and consents that the Issuer and the Trustee for the notes of any and all
series shall, at any time and fromtime to time, without any requirementfor the consent or approval of any holders
of any notes, be entitled to amend the terms of the Indenture and any notes in order to ensure the effectiveness
and enforceability of the provisions of this section “Agreement with Respect to the Exercise of UK Bail-in Power”
and Article 13 of the Indenture (including, without limitation, changing the governing law of Article 13 of the
Indenture fromNew York lawto English law). Any such amendmentshall be subject to the Issuer having obtained
Relevant Supervisory Consent and to compliance with any applicable Regulatory Capital Requirements and/or
Loss Absorption Regulations, butin each case only ifand to the extent then required by the relevant Supervisory
Authority or under any applicable Regulatory Capital Requirements and/or Loss Absorption Regulations. The
Issuerwillnotify holders ofthe relevantnotes ofany suchamendments, in accordance with “—Notices”, as soon
as reasonably practicable, and in any event not later than 15 days following such amendments taking effect
(provided that any delay or failure in giving such notice shall not nullify or invalidate suchamendments).

For purposes of the notes, a “UK bail-in power” is any statutory power to effect a cancelation, write-
down, reduction, modification and/or conversion of a liability existing from time to time under any laws,
regulations, rules or requirements relating to the resolution of credit institutions, investment firms and certain
banking group companies (including relevant parent undertakings, subsidiaries and/or affiliates) incorporated in
the United Kingdomin effect and applicable to the issuer or any member of the Group (as defined herein),
including but not limited to the UK Banking Act 2009, as the same may be amended fromtime to time (whether
pursuantto the UK Financial Services (Banking Reform) Act 2013 or otherwise), and any laws, regulations, rules
orrequirements in the United Kingdomwhich are adopted or enacted in order toimplement Directive 2014/59/BU
of the European Parliament and of the Council of May 15, 2014 (as amended) establishing a framework for the
recovery andresolution of credit institutions and investment firms and amending Council Directive 82/891/EEC,
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and Directives 2001/24/EC, 2002/47/EC, 2004/25/EC, 2005/56/EC, 2007/36/EC, 2011/35/EU, 2012/30/EU and
2013/36/EU, and Regulations (EU) No 1093/2010 and (EU) No 648/2012, ofthe European Parliament and of the
Council, as the same may be amended fromtime to time (the “BRRD”), pursuant to which liabilities ofa credit
institution, investment firm, certain of its parent undertakings and/or certain of its affiliates can be canceled,
written down, reduced, modified and/or converted into shares or other securities or obligations of the issuer or
any otherperson (and a reference to the “relevant UK resolution authority” is to any authority with the ability to
exercise a UK bail-in power). “Group” means the Issuertogether with its subsidiaries consolidated in accordance
with International Financial Reporting Standards.

By its acquisition ofthe notes, each holderacknowledges and agrees that norepaymentofthe principal
amount (includingany premiumor final redemption amountor early redemptionamount, ifany, or other amount
payable in respect thereof) of the notes or paymentof intereston the notes shall become dueand payable after the
exercise of any UK bail-in power by the relevant UK resolution authority unless, at the time that such repayment
or payment, respectively, is scheduled to become due, such repayment or payment would be permittedto be made
by us afterthe exercise of such UK bail-in power.

By its acquisitionofthenotes, eachholder of the notes waives any andall claims againstthe Trustee for,
agrees notto initiate a suit againstthe Trustee in respect of, and agrees that the Trustee willnot be liable for, any
action that the Trustee takes, or abstains fromtaking, in either case in accordance with the exercise of the UK
bail-in power by the relevant UK resolution authority with respect to the notes.

Upon the exercise of the UK bail-in power by the relevant UK resolution authority with respect to the
notes, we will provide a written notice to DTCas soon as practicable regarding such exercise of the UK bail-in
power for purposes of notifying holders of the notes of such occurrence. Wewill also deliver a copy of such notice
to the Trustee for information purposes.

By its acquisitionofthe notes, each holderacknowledges and agrees that the exercise of the UK bail-in
power by therelevant UK resolutionauthority with respect to the notes willnot be an Eventof Default (as defined
in the Indenture) with respectto suchnotes.

Our obligations to indemnify the Trustee shall survive the exercise of the UK bail-in power by the
relevant UK resolution authority with respect to any notes.

By its acquisition of the notes, each noteholder acknowledges and agrees that, uponthe exercise of any
UK bail-in power by the relevant UK resolution authority with respectto such notes, (a) the Trustee shall not be
required to take any further directions fromnoteholders of the affected notes and (b) the Indenture shall impose
no duties upon the Trustee whatsoever with respect to the exercise ofany UK bail-in power by the relevant UK
resolutionauthority. Notwithstanding the foregoing, if, following the completion ofthe exercise ofthe UK bail-
in power by the relevant UK resolution authority, any notes remain outstanding (for example, if the exercise of
the UK bail-in power results in only a partial write-down of the principal ofthe notes), thenthe Trustee's duties
underthe Indentureshall remain applicable with respectto any notes following such completionto theextent that
the issuer and the Trustee shall agree pursuant to another supplemental indenture or an amendment to the
Indenture; provided, however, that notwithstanding the exercise of the UK bail-in power by the relevant UK
authority, there shall at all times be a Trustee for the notes in accordance with the Indenture, and the resignation
and/or removal of the Trustee and the appointment of a successor trustee will continue to be governed by the
Indenture, includingto the extentno additional supplemental indenture oramendmentis agreed uponin the event
the notes remain outstanding following the completion of the exercise of the UK bail-in power.

By its acquisition of the notes, each noteholder (a) acknowledges and agrees to be bound by and consents
to the exercise of any UK bail-in power as it may be imposed withoutany prior notice by the relevant UK
resolution authority ofits decision to exercise such power with respect to such notes and (b) shall be deemed to
have authorized, directed and requested DTC and any direct participant in DTC or other intermediary through
which it holds such notes to take any andall necessary action, if required, to implement the exercise of any UK
bail-in power with respectto such notes as it may be imposed, without any further action or direction onthe part
of such holder orthe Trustee.
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Foradiscussionof certain risk factors relating to the UK bail-in power, see “Risk Factors—RisksRelated
to the Notes.”

Negative Pledge
The negative pledgeapplies to thesenior preferred notes only.

So long as any of thesenior preferred notes remain outstanding, we will not, and will not suffer or permit
any of oursubsidiaries to, create or have outstanding any mortgage, lien (otherthana lien arising by operation of
law), pledge or other charge or security interest upon the whole or any part of our or its business or assets, present
or future (forthe purposes of this subsection, a “Security Interest”), to secure any of our Loan Stock or the Loan
Stock ofany of our subsidiaries or any of our or our subsidiaries’ obligations under any guarantee of or indemnity
in respect of the Loan Stock of any other person, without at the same time or prior thereto securing the senior
preferred notes equally and ratably therewithto the satisfaction of the Trusteeor providing such other security for
the senior preferred notes which the Trustee in its absolute discretion shall deemto be not materially less beneficial
to the holders of senior preferred notes or which shall be approved by a majority of the holders of senior preferned
notes then outstanding provided that we or any of our subsidiaries may create or have outstanding Se curity
Interests with respectto Loan Stock (without the obligationto secure the senior preferred notes as aforesaid) if at
the date of the creationthereof we orany of our subsidiaries have and thereafter maintain free and clear of Security
Interests assets the fair market value of which (calculated ona consolidated basis) is at least equal to the aggregate
principalamount ofall Loan Stockwhich is notsecured by any such Security Interest. As used in this subsection,
“Loan Stock” means indebtedness for the time being outstanding which is in the form of or represented or
evidenced by bonds, notes, debentures, loan stock or other similar securities.

Bwvents of Default—Senior PreferredNotes and Unrestricted Default Senior Non-Preferred Notes
The following shall constitute “BEvents of Default” with respectto:
(i) each series of senior preferred notes; and

(i) each series of senior non-preferred notes for which the applicable Final Terms expressly
specifies “Senior Non-Preferred Notes: Restricted Events of Default” as being not applicable
(“Unrestricted Default Senior Non-Preferred Notes™),

and references to “notes” shallbe construed accordingly:

(] we fail to pay any principal within three days of the due date or interest within seven days of
the due date in respect ofthe notes of such series; or

2 we default in performance or observance of or compliance with any of our other obligations set
outin the notesofsuch series orthe Indenture which default is incapable of remedy or which,
if capable of remedy, is not, in the opinion of the Trustee, remedied within 30 days (or such
longer period as the Trustee may permit) after notice requiring remedy of such default shall
have beengivento usby the Trustee; or

3 @ any other present or future indebtedness in respectof moneys borrowed or raised in an
amount of£40,000,000 or more (or its equivalent in any other currency) of us orany
Material Subsidiary becomes due and payable priorto its stated maturity pursuantto a
default; or

(b) any such indebtedness is not paid when due or (as the case may be) within any
applicable grace period therefor; or

) we fail orany Material Subsidiary fails to pay whendueor (as the case may be) within
any applicable grace period therefor any amount payable by us orit underany present
or future guarantee in an amountof £40,000,000 or more (or its equivalent in any other
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currency) (other thanany guarantee givenin the ordinary course of our or its business)
for any indebtedness in respect of moneys borrowed or raised; or

@ any mortgage, charge, pledge, lien or otherencumbrance present or future securing an
amount of £40,000,000 or more (or its equivalentin any other currency) and created
or assumed by us or any Material Subsidiary becomes enforceable and the holder
thereoftakes any stepstoenforce thesame; or

4 a distress or execution or other similar legal process in respect of a claim for £20,000,000 or
more is levied or enforced or sued out upon or againstany part of our property, assets or
revenues or the property, assets or revenues ofany Material Subsidiary and is not discharged or
stayedwithin 30days of havingbeensolevied, enforced or sued out; or

(5) we become, orany Material Subsidiary becomes, insolvent or unable to pay our or its debts as
they mature; or we apply, or any Material Subsidiary applies, for or consents to or suffers the
appointment of a liquidator or receiver oradministrator or similar officer of ourselves or itself
or the whole or any substantial part of our or its undertaking, property, assets or revenues; or
we take, or any Material Subsidiary takes, any proceeding underany law for a readjustmentor
deferment of our or its obligations or any part thereof, or we make or enter, or any Material
Subsidiary makes or enters, into a general assignment or an arrangement or composition with
or for the benefit of our or its creditors, except in any case in connection with a substitution
pursuantto the Consolidation, Mergerand Sale or Lease of Assets provisions of the Indenture
(see the subsection entitled “—Consolidation, Merger and Sale or Lease of Assets™) or for the
purpose of a reconstruction, union, transfer, merger or amalgamation effected with the prior
written consent of the Trustee, or in the case of a Material Subsidiary in connection with the
transferofall or the major part of its business, undertakingand assets; or

(6) an orderis made or an effective resolutionis passed to wind up or dissolve us orany Material
Subsidiary or our authorization or registration is, or is proposed to be canceled, suspended or
revoked oranything analogous or similar to any of the foregoing occurs (except in any case for
the purposes of a substitution pursuantto the Consolidation, Mergerand Sale or Lease of Assets
provisions ofthe Indenture (see the subsection entitled “—Consolidation, Merger and Sale or
Lease of Assets”), a reconstruction, union, transfer, merger or amalgamation effected with the
consent of the Trustee or in the case of a voluntary solvent winding up of a wholly-owned
Material Subsidiary).

“Material Subsidiary” means a Subsidiary of ours who’s total assets (attributable to us) represent 10%
ormore ofourand oursubsidiaries’ consolidated total assets (all as more particularly described in the Indenture).

If an Event of Default (otherthanan Event of Default specified in sections (5) or (6) above) with respect
to notes of any series of senior preferred notes or Unrestricted Default Senior Non-Preferred Notes at the time
outstanding occurs and is continuing, then in every such case the Trustee orthe holders ofnot less than 25% in
principalamount of the outstanding notes of suchseries may declare all of the notes of that series to be due and
payable immediately at their early redemption amount together with accrued interest by a notice in writing to us.
If an Event of Default specified in section (5) or (6) above with respect to notes ofany series of senior preferred
notes or Unrestricted Default Senior Non-Preferred Notes at the time outstanding occurs, then all of the notes of
that series shall, without any act by the Trustee or the holders, become immediately due and payable without
presentment, demand, protest or other notice ofany kind at their early redemption amount together with accrued
interest.

Atany time after such an acceleration or declaration of acceleration with respect toany series of senior prefemed
notes or Unrestricted Default Senior Non-Preferred Notes has been made and before a judgment or decree for
payment of the money due has beenobtained by the Trustee, the holders of a majority in principalamount of the
outstanding notes of that series, by written notice to usand the Trustee, may rescindand annulsuch acceleration
or declarationofaccelerationand its consequences if:
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@)

(b)

we have paid ordeposited with the Trustee a sumsufficient to pay:
(i) all overdue interest, ifany, on allnotes of thatseries;

(i) the principal of and premium, if any, on any notes of that series which have become
due otherwise than by such acceleration or declaration of acceleration and interest
thereon at the rate or rates prescribed therefor in such notes;

(iii) to the extent thatpaymentofsuchinterestis lawful, interestuponany overdue interest
atthe rate orrates prescribed therefor in suchnotes;and

(iv) all sums paid or advanced by the Trustee under the Indenture and the reasonable
compensation, expenses, disbursements and advances of the Trustee, its agents and
counsel; and

all Events of Default with respect to notes of that series, other than the non-payment of the
principal ofand accrued interest on notes of thatseries which have become due solely by such
acceleration, havebeencured orwaived.

No such rescission shall affect any subsequent default or impair any right consequentthereon.

If any series of Zero Coupon Notes shall have beenaccelerated and become dueand payable, then, from
and after such acceleration, unless such acceleration has been rescinded and annulled, the principal amount of
such Zero Coupon Notes shall be deemed to be such portionofthe principal thereof as shallbe due and payable
as aresultofsuch acceleration, and paymentofsuch portion ofthe principal thereofas shall be due and payable
as a result of such acceleration, together with interest, if any, thereon and all other amounts owing thereunder,
shall constitute payment in full of such Zero Coupon Notes.

Bwents of Default—Subordinated Notes and Restricted Default Senior Non-Preferred Notes

The following shallapply with respect to:

(i)
(i)

each series of subordinated notes; and

each series of senior non-preferred notes unless the applicable Final Terms expressly specifies
“Senior Non-Preferred Notes: Restricted Events of Default” as being not applicable
(“Restricted Default Senior Non-Preferred Notes™),

and references to “notes” shallbe construed accordingly:

@)

(b)

Non-paymentwhen due: Ifdefault is made fora period of seven days or more in the paynent of
any principaldue onthenotes orany ofthemor fora period of 14 days or more in the payment
of any interest due on the notes or any of them, the Trustee at its discretion may, and if so
requested in writing by the holders of at least one-quarter of the nominalamount of notes then
outstanding shall (subjectto being indemnified and/or secured and/or prefunded to its
satisfaction), institute proceedings for the winding up of the Issuer in England (but not
elsewhere) to enforce the obligations of the Issuer in respect of the notes and the Indenture in
so faras it relates to the notes, but may take no otheraction in respect of such default (except
as providedin paragraph (b) below).

Winding up or dissolution: In the eventofawinding up ordissolutionofthe Issuer (subjectas
otherwise provided in an Excluded Dissolution), whether or not instituted by the Trustee
pursuantto paragraph (a) above, the Trustee at its discretion may, andifso requested in writing
by the holders of at least one-quarter of the nominal amount of notes then outstanding shall
(subject tobeing indemnified and/or secured and/or prefundedtoits satisfaction), give notice to
the Issuer (orthe relevantofficial presiding over such winding up or dissolution) that the notes
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(d)

©)

®

are, and they shall accordingly immediately become, due and repayable attheir early redemption
amount together with accrued interest as provided in the Indenture, and shall claimand/or prove
in such winding up or dissolution in respect of thenotes (such claimranking as providedin “—
Status and ranking of senior non-preferred notes” or “—Status and subordination of
subordinated notes”, as applicable).

Enforcement: Without prejudice to paragraphs (a) and (b) above, the Trustee may at its
discretionand without notice institute such steps, actions or proceedings against the Issueras it
may thinkfit to enforce any termor condition binding on the Issuer under the Indenture or the
notes (other than any payment obligation of the Issuer under or arising from the notes or the
Indenture, including, without limitation, payment of any principal or interest in respect of the
notes, including any damages awarded for breach ofany obligations) and in no event shall the
Issuer, by virtue ofthe institution ofany such steps, actions or proceedings, be obliged to pay
any sumorsums, in cash or otherwise, sooner than the same would otherwise have been payable
by it pursuant to the Indenture, norwill the Trustee accept the same, otherwise than during or
aftera winding up ordissolutionofthe Issuer.

Rights ofholders: No noteholder shall be entitled to proceed directly against the Issuer unless
the Trustee, havingbecome boundsoto proceed, (i) fails to do so, or (ii) is unable for any reason
todo so, in which case any such holdershallhave only such rights against the Issuer as those
which the Trusteeis entitled toexercise. No such holder shall be entitled to institute proceedings
for the winding up of the Issuer, or to prove in any winding up or dissolution of the Issuer,
except that ifthe Trustee, having become boundto proceedagainstthe Issueras aforesaid, fails
to do so oris unable for any reasonto do so, or being able to prove in any winding up or
dissolution of the Issuer, fails to do so, then any such holder may, on giving an indemnity
satisfactory to the Trustee, in the name of the Trustee (but not otherwise) itself institute
proceedings forthe winding upin England (butnot elsewhere) of the Issuer and /or prove in any
winding up ordissolutionofthe Issuerto the same extent (but not further or otherwise) that the
Trustee would have beenentitledsoto do in respectof such notes held by him.

Extent of remedy: No remedy againstthe Issuer, other than the institution of proceedings for the
winding up in England of the Issuer and/or the proving or claiming in any winding up or
dissolutionofthe Issuer, shallbe available to the Trustee orthenoteholders for the recovery of
amounts owingin respectof suchnotes orunder the Indenture in so faras it relates to the notes.

Rights of the Trustee: The Trustee may at its discretion institute such proceedings as are
contemplated by this subsection against the Issuer to enforce the obligations of the Issuer under
the Indenture in so far as it relates to the notes, but it shall not be bound to institute any such
proceedings unless (a) it shallhave beensorequested in writing by noteholders holding at least
one-quarter in nominal amount of the notes then outstanding and (b) it shall have been
indemnified and/or secured and/or prefunded to its satisfaction.

Collection of Indebtedness and Suits for Enforcement by the Trustee

If any Event of Default has occurred and is continuing with regard to senior preferred notes or
Unrestricted Default Senior Non-Preferred Notes of any series, the Trustee may, at its discretion and without
further notice, take such proceedings against us as it may think fit to enforce payment on such notes. However,
the Trusteewillnot be bound totake any actionwith respectto such series of senior preferred notes or Unrestricted
Default Senior Non-Preferred Notes unless:

@)

@

it shallhave been so requested in writing by holders ofat least 25% of the nominalamount of
the Outstanding Notes of such series of senior preferred notes or Unrestricted Default Senior
Non-Preferred Notes; and

it shallhave been indemnified to its satisfaction.
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If any Event of Default (which, forthese purposes, shallmean that default is made fora period of seven
days ormore in the payment ofany principal due on the notes orany ofthemor for a period of 14 days ormore
in the payment of any interest due on the notes or any of them) has occurred and is continuing with regard to
subordinated notes or Restricted Default Senior Non-Preferred Notes of any series, the Trustee may at its
discretion institute proceedings for our winding up in England (but not elsewhere) to enforce our obligations in
respectofsuch notes and the Indenture insofar as it relates to such notes. However, we may notmake any payment
of principal in respect of subordinated notes or Restricted Default Senior Non-Preferred Notes, nor will the Trustee
acceptany suchpayment of principal fromus, otherthanduring orafter ourwinding up or dissolution, unlkssa
Relevant Supervisory Consent has beengranted. For the purposes of the foregoing, a paymentshall be deermed to
be due even if we are not solvent.

Judgments

Under current New York law, a state court in the State of New York rendering a judgment in respect of
a note denominated in other than U.S. dollars would be required to render such judgmentin the Specified
Currency, andsuchjudgmentwould be converted into U.S. dollars at the Market Exchange Rate prevailing onthe
date of entry of such judgment. Accordingly, the holder of such note denominated in other than U.S. dollars would
be subject to exchange rate fluctuations between the date of entry of a judgment in a currency other than US.
dollars and the time the amount of such judgment is paid to such holder in U.S. dollars and converted by such
holderinto the Specified Currency. It is not certain, however, whether anon-New York state court would follow
the same rules and procedures with respect to conversions of judgments in currency otherthan U.S. dollars.

We will indemnify the holder of any note against any loss incurred by such holder as a result of any
judgment ororder being givenor made forany amountdue under such note and such judgment or order requiring
payment in a currency (the “Judgment Currency”) other than the Specified Currency, and as a result of any
variation between (i) the rate of exchangeat which the Specified Currency amountis converted into the Judgment
Currency forthe purpose of such judgmentor order, and (i) the rate of exchangeat which the holder of such note,
on the date of payment of such judgmentororder, is able to purchase the Specified Currency with the amount of
the JudgmentCurrency actually received by such holder, as the case may be.

Consolidation, Merger and Sale or Lease of Assets

So long as any note of a series remains outstanding, we will not consolidate or amalgamate with or merge into
any otherPersonor convey, transfer or lease our properties and assets substantially as an entirety to any Person
unless:

® the Person formed by such consolidation or amalgamation or into which we are merged or the
Person which acquired by conveyance or transfer, or which leases, our properties and assets
substantially as an entirety shall be a Person organized and validly existing under the laws of
the United Kingdomwhich shall expressly assume, by an amendment to the Indenture that is
executed and delivered to the Trustee and is in form reasonably satisfactory to the Trustee, the
due and punctual paymentofthe principal of (and premium, if any, on) and interest, ifany, on
all of the notes of such a series and the performance of every covenant of the Indenture (other
than acovenantincludedin the Indenture solely for the benefit of notes of another series) and
of such notes to be performed, and such assumption shall provide that such Person shall pay to
the holder of any such notes such additional amounts as may be necessary in order that every
net paymentofthe principal of (and premium, if any, on) and interest, if any, on such notes will
not be less than the amounts provided for in such notes to be then due and payable and such
obligations shall extend to any deduction or withholding for or on account of any present or
future tax, assessment or governmental charge imposed upon such payment (it being understood
that, except as aforesaid, no such Person shall be obligated to make any indemnification or
payment in respect of any taxconsequences to any holder as a result of such assumption of
rights and obligations if such Person would not be obligated to pay an additional amount
pursuantto the Indentureif such corporation or Person were us);
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2 immediately after giving effect to such transaction, no Event of Default with respect to notes of
such series,andno event which, after notice or lapse of time, or both, would become an Event
of Default with respect to suchnotes, shall have occurred and be continuing; and

(3 we have delivered to the Trustee a certificate signed by two duly authorized officers and an
opinion of counsel each stating that such consolidation, amalgamation, merger, conveyance,
transfer or lease and such amendment to the Indenture evidencing the assumption by such
Person comply with the Indenture and that all conditions precedent provided for in the Indenture
relating to suchtransaction have been complied with.

Upon any such consolidation, amalgamation or merger, or any such conveyance, transfer or lease, the
successor Person will succeed to, and be substituted for,and may exercise every rightand power of ours, under
the Indenture with the same effect as if such successor Person has been named as the issuer thereunder, and
thereafter, except in the case of a lease, the predecessor corporation shall be relieved of all obligations and
covenantsunder the Indenture andsuchnotes.

Satisfactionand Discharge

The satisfactionand discharge provisions described belowdo notapply to subordinated notes or senior
non-preferred notes unless the Issuer has obtained Relevant Supervisory Consenttherefor.

The Indenture provides that we will be discharged fromour obligations under the notes of a series (with
certain exceptions) at any time prior to the stated Maturity Date, or redemption of such notes when (i) we have
irrevocably deposited with orto the order ofthe Trustee, in trust, (&) sufficient funds in the currency, currencies,
currency unit or units in which such notes are payable (without consideration of any reinvestment thereof) to pay
the principal of (and premium, if any, on) and interest, if any, on such notes to the stated Maturity Date (or
Redemption Date), or (b) such amountof U.S. Government Obligations (as defined below) as will, together with
the predetermined and certain income to accrue thereon (without consideration of any reinvestment thereof), be
sufficient to pay when due the principal of (and premium, if any, on) and interest, if any, to the stated Maturity
Date (or Redemption Date), on suchnotes, or, (c) suchamount equal to the amountreferred toin clause (a) or (b)
in any combination of currency or currency unit of U.S. Government Obligations; (ii) we have paid all other surms
payable with respect to suchnotes; (iii) we have delivered to the Trustee an opinionof counselto the effect that
(a) we have received from, or there has been published by, the U.S. Internal Revenue Service aruling, or (b) since
the date ofthe Indenture there hasbeena change in applicable U.S. federalincome tax law, in either case to the
effect that, and based upon which such opinion of counsel shall confirm that, the holders of such notes will not
recognize income, gain or loss for U.S. federal income tax purposes as a result of such discharge and will be
subjectto U.S. federal income taxon the same amount and in the same manner and at the same time as would
have been the case if such discharge had not occurred; and (iv) certain other conditions are met. Upon such
discharge, the holders of the notes of such a series shall no longer be entitled to the benefits of the terms and
conditions of the Indenture and notes, except for certain provisions including registration of transfer and exchange
of such notes and replacement of mutilated, destroyed, lost or stolen notes of such series, and shall look for
payment only tosuch deposited funds or obligations.

“U.S. Government Obligations” means non-callable (i) direct obligations (or certificates representing
an ownership interestin such obligations) ofthe United States for which its full faith and credit are pledged or (ii)
obligations of a Person controlled or supervised by, and acting as an agency or instrumentality of, the United
States, the timely payment of which is unconditionally guaranteed as a full faith and credit obligation of the United
States.

Supplemental Indentures

The Indenture contains provisions permitting us and the Trustee (i) without the consent of the holders of
any notes issued underthe Indenture, to execute supplemental indentures for certain enumerated purposes, such
as to cure any ambiguity or inconsistency or to make any changethatdoes not have a materially adverse effect on
the rights of any holder of such notes, and (ii) with the consent of the holders of not less than a majority in
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aggregate principal amount of the Outstanding Notes of each series of notes issued under the Indenture and
affected thereby, to execute supplemental indentures for the purpose of adding any provisions to or changingin
any manner or eliminating any of the provisions of the Indenture or of modifying in any manner the rights of
holders of any such note under the Indenture; provided, that no such supplemental indenture may, without the
consent ofthe holder of each such Outstanding Note affected thereby (a) change the stated Maturity Date or the
principal of or interest on any such note, or reduce the principal amount of any such note or the rate of interest
thereon, if any, or any premium or principal payable upon redemption thereof, or change any obligation of ours
to pay additionalamounts thereon, or change any Place of Payment where, or change the currency in which, any
such note orthe interest, ifany, thereon is payable, or impair the right to institute suit for the enforcement of any
such payment on orafter the stated Maturity Date, ifany, thereof orthe date any such paymentis otherwise due
and payable (or, in the case of redemption, on or after the redemption date); or (b) reduce the percentage in
aggregate principal amount of such Outstanding Notes of any particular series, the consent of whose holders is
required for any such supplemental indenture, or the consent of whose holders is required for any waiver (of
compliance with certain provisions of the Indenture or certain defaults thereunder and their consequences)
provided forin the Indenture; or (c) changeany obligation we haveto maintain an office oragency in the places
and forthe purposes specified in the Indenture; or (d) modify certain of the provisions of the Indenture pertaining
to the waiver by holders of such notes of past defaults, supplemental indentures with the consent of holders of
such notes and the waiver by holders of such notes of certain covenants, except to increase any specified
percentage in aggregate principal amount required for any actions by holders of notes or to provide that certain
other provisions of the Indenture cannot be modified or waived without the consent of the holder of each such
note affected thereby; or (e) in the case of any subordinated notes or any senior non-preferred notes, change in
any manner adverse to the interests of the holders of such Outstanding Notes the subordination or ranking
provisions of such notes.

The foregoing paragraph is without prejudice to our rights and the rights of the Trustee, without any
requirement for the consent or approval of any holders of any notes, to make any other amendments to the
Indenture and/or the terms ofany notes as may be expressly provided for in the Indenture and under this section
“Terms and Conditions of the Notes” (including, without limitation, as provided under “-Benchmark
AmendmentsDiscontinuation”, “-Substitution and Variation in Respect of Senior Non-Preferred Notes” and
“Agreement with Respectto the Exercise of UK Bail-in Power”).

In addition, variations in theterms and conditions of the subordinated notes or senior non-preferred notes
of any series, which may include modifications relating to the status, subordination, ranking, redemption,
repurchaseor Events of Default with respect to such notes, may require Relevant Supervisory Consent.

Waiwers

The holders of not less thana majority in aggregate principalamountof the Outstanding Notes of a series
of notes affected thereby, may on behalf of the holders of all notes of such series waive compliance by us with
certain restrictive provisions of the Indentureas pertain to the corporate existence of us, the maintenance of certain
agencies by us or, solely with respect to senior preferred notes, as pertain to the negative pledge covenant as
describedunder the subsection entitled “—Negative Pledge.”

The holders of a majority in aggregate principal amount of the Outstanding Notes of a series of notes
may waive on behalf of the holders of all notes of such series, any past default and its consequences under the
Indenture, except adefault in the payment of the principal of (or premium, if any, on) or interest, ifany, on any
such note of that series ora default in respect ofa covenant ora provision which under the Indenture cannot be
modified or amended withoutthe consent of the holder of each Outstanding Noteof such series.

In addition to our and the Trustee's rights to modify and amend the Indenture as described above,
modifications of and amendments to the terms ofthe Indenture orthe notes may be made by us and the Trustee,
without the further consentofthenoteholders, totheextent necessary to give effectto the exercise by the relevant
UK resolutionauthority of the UK bail-in power.
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Notices

Notices to holders ofnotes will be given by mail to addresses of such holders as they appear in the notes’
register.

Gowerning Law

The Indentureandthe notes shall be governed by and construed in accordance with the laws of the State
of New York; except that Section 11.1 of the Indenture (which contains the subordination provisions in respect of
the subordinated notes) and Section 12.1 of the Indenture (which explains the priority ofthe senior non-preferred
notes under the Insolvency Act and any other Ranking Legislation) and the corresponding subordination and
ranking provisions, respectively, ofeach series of such notes pursuant to Section 3.1 of the Indenture and in the
terms of such notes will be governed by and construed in accordance with the laws of England, with the intention
that such provisions be given fulleffect in any insolvency proceeding relatingto us in England.

Consentto Service

We have designated and appointed CT Corporation Systemat 111 Eighth Avenue, in the Borough of
Manhattan, New York City, New York 10011 as ourauthorized agentupon which process may be served in any
suit orproceedingarising out of or relating to the notes or the Indenture which may be instituted in any State or
Federal court located in the Borough of Manhattan, City of New York, State of New York, and have submitted
(for the purposes of any such suit or proceeding) to the jurisdiction of any such court in which any such suit or
proceeding is so instituted. We have agreed, to the fullest extentthat we lawfully may do so, that final judgment
in any suchsuit, actionor proceeding broughtin sucha court shallbe conclusiveandbinding uponus and may be
enforced in the courts of England (orany other courts to the jurisdiction of which it is subject).

Notwithstanding theforegoing, any actions arising out of or relating to the notes or the Indenture may be
instituted by us, the Trustee orthe holder ofany note in any competentcourt in England or such other competent
jurisdiction, as the case may be.

Concerning the Trustee

The Indenture provides that, except during the continuance of an Event of Default fora series of notes,
the Trustee will have no obligations other than the performance of such duties and only such duties as are
specifically set forth in the Indenture and no implied covenants or obligations shall be read into the Indenture
againstthe Trustee. If an event of default has occurred and is continuing, the Trustee shall exercise such of the
rights and powers vested in it by the Indenture, and use the same degree of care and skill in their exercise as a
prudentperson would exercise or use under the circumstances in the conductofsuchperson’s own affairs.

Prescription

Claims for payment of principalin respect of the notes shallbecome void upon the expiry of ten years,
and claims for payment of interest (ifany) in respect of the notes shall become void upontheexpiry of five years,
in each case fromthe Relevant Date therefor, subject to the terms and conditions described under the subsection
entitled “—PaymentofPrincipal, Premium, ifany,and Interest, ifany.”
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DESCRIPTION OF THE GLOBAL NOTES

Unless otherwise specified in the Final Terms for a particular series of notes, DTCwill act as securities
depository for the notes. The following discussion relates solely to DTC and notes for which it is the securities
depository.

Global Notes

So long as DTC or its nominee is the holder of the Global Notes, any owner of a beneficial interest in
the notes ofa series must rely uponthe procedures of DTCand institutions having accounts with DTCto exercise
or be entitled to any rights ofa holder ofsuch Global Notes. See the subsection entitled “—Book-Entry System”
for a furtherdescriptionof DTC’s procedures.

Book-Entry System

The Global Notes will be issued as fully-registered securities registered in the name of Cede (DTC’s
partnership nominee), unless otherwise specified. No Global Note may betransferred except by DTCto a nominee
of DTC orby anominee of DTC to DTC or another nominee of DTC orany successor thereof.

We have beenadvised by DTCthatuponthedepositofa Global Note with DTC, DTC will immediately
credit, on its book-entry registration and transfer system, the respective principal amounts of such beneficial
interests in that Global Note to the accounts of the DTC Participants. The accounts to be credited shall be
designated bythe soliciting Placement Agentor, to the extent that the notes are offered and sold directly, by us.

We understand that DTC is a limited-purpose trust company organized under the laws of the State of
New York, a “Banking Organization” within the meaning of the New York Banking Law, a member of the
Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial
Code, and a “clearing agency” registered pursuant to the provisions of Section 17A of the Exchange Act. DTC
holds securities that its participants (“Participants”) deposit with DTC. DTC also facilitates the clearance and
settlement among Participants of transactions in such securities through electronic book-entry changes in
Participants’ accounts, thereby eliminating the need for physical movement of securities certificates. Direct
participants (“Direct Participants”) include securities brokers and dealers, banks, trust companies, clearing
corporations, and certain other organizations. DTC is owned by a number of its Direct Participants and by the
New York Stock Exchange, Inc., the American Stock Exchange, Inc., and the National Association of Securities
Dealers, Inc. Accessto DTC’s systemis also available to others such as securities brokers and dealers, banks and
trust companies that clear through or maintain a custodial relationship with a Direct Participant, either directly or
indirectly (“Indirect Participants”). The rules applicable to DTC and its Participants are on file with the
Securities and Exchange Commission.

Ownership of beneficial interests in a Global Note in respectofaseries of notes will be limited to DTC
Participants, including Clearstreamand Euroclear, or persons who hold interests through DTC Participants. In
addition, ownership of beneficial interests will be evidenced only by, and the transfer of that ownership interest
will be effected only through, records maintained by DTCor its nominee and DTC Participants until such time,
if any, as Certificated Notes are issued, as set forthabove under the subsection entitled “Terms and Conditions of
the Notes—Form, Transfer, Exchange and Denomination.” The laws of some states require that certain purchasers
of notes take physical delivery of such notes in certificated form. Such laws may impair the ability to transfer
beneficial interests in a Global Note.

Interests held through Clearstreamand Euroclear will be recorded on DTC’s books as being held by the
U.S. depositary foreach of Clearstreamand Euroclear, which U.S. depositaries will in turn hold interests on behalf
of their participants’ customers’ securities accounts.

To facilitate subsequent transfers, all Global Notes deposited with DTC are registered in the nane of
DTC’s partnership nominee, Cede. DTC has no knowledge of the actual owners of beneficial interests in the
Global Notes; DTC’s records reflect only the identity of the Direct Participants to whose accounts such beneficial
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interests in Global Notes are credited, which may or may not be the beneficial owners. The Participants will
remain responsible for keepingaccountoftheirholdings on behalf of their customers.

Conveyance of noticesand other communications by DTCto Direct Participants, by Direct Participants
to Indirect Participants, and by Direct Participants and Indirect Participants to beneficial owners will be govemed
by arrangements amongthem, subject to any statutory or regulatory requirements as may be in effect from time
to time.

Redemption notices shall be sentto Cede and any subsequent nominee of DTC. If less than all of the
notes within a series are beingredeemed, DTC’s current practiceis to determine pro rataorby lot the amount of
the beneficial interest of each Direct Participant in such issue to be redeemed.

Principaland interestpayments on the Global Notes will be made to DTC as the registered holder of the
Global Notes. DTC’s practice is to credit Direct Participants’ accounts on the payable date in accordance with
their respective holdings shown on DTC’s records unless DTC has reason to believe that it will not receive
payment on the payable date. Payments by Participants to beneficial owners will be governed by standing
instructions and customary practices, as in the case of securities held for the accounts of customers in bearer form
or registeredin “street name,” and will be the responsibility of such Participantand not of DTC, or us, subject to
any statutory orregulatory requirements as may be in effect from time to time. Payment of principaland interest
to DTC is ourresponsibility, disbursement of such payments to Direct Participants shall be the responsibility of
DTC, and disbursement of such payments to the beneficial owners shall be the responsibility of Direct Participants
and Indirect Participants.

A beneficial owner shall give notice toelectto haveits beneficial interests in the Global Notes purchased
ortendered, throughits Participant, to the Trusteefora series of notes, and shall effect delivery of such beneficial
interests in the Global Notes by causing the Direct Participant to transfer the Participant’s beneficial interest in
the Global Notes, on DTC’s records, to the Trustee.

DTC may discontinue providing its services as securities depositary with respect to the Global Notes at
any time by giving reasonable noticeto us and the Placement Agents. Under such circumstances, in the event that
asuccessor securities depositary is not obtained, certificated notes in registered formwill be printed and delivered
in exchange for beneficial interests in the Global Notes as described under the subsection entitled “Terms and
Conditions ofthe Notes—Form, Transfer, Exchange and Denomination.”

We may decide to discontinue use of the system of book-entry transfers through DTC (or a successor
securities depositary). In thatevent, certificated notes in registered formwill be printed and delivered in exchange
for beneficial interests in the Global Notes as described under the subsection entitled “Terms and Conditions of
the Notes—Form, Transfer, Exchange and Denomination.”

The information in this section concerning DTCand DTC’s book-entry systemhas beenobtained from
sources thatwe believe to be reliable, but we take no responsibility forthe accuracy thereof.

In no eventwill definitive notes in bearer formrepresentingany series of notes be issued.

None of us, any Trustee, any payingagent, any registrar for the notes orany Placement Agent will have
any responsibility or liability for any aspect of DTC’s records or any DTC Participant’s records relating to or
payments made on account of beneficial ownership interests in a Global Note or for maintaining, supervising or
reviewing any of DTC’s records orany DTC Participant’s records relating to such beneficial ownership interests.

The Indenture and the notes require that payments in respect of the notes be made in immediately
available funds. Interests in the notes are expected to trade in DTC’s Same-Day Funds Settlement System and
any permitted secondary market trading activity in the notes will be required tobe settled in immediately available
funds. We do not know the effect, if any, of such settlement arrangements on trading activity in the notes or
interestsin the notes.
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Issuance of Certificated Notes

If (i) DTC notifies us and the Trustee that it is unwilling or unable to continue as holder of the Global
Notes orif atany time it ceasesto be a clearing agency registered under the Exchange Act and, in either case, a
successor holder is not appointed by us within 90 days of such notification or of our becoming aware of such
ineligibility, (ii) an Event of Default occurs with respect to one or more series of notes, or (iii) we determine in
oursolediscretion (subject to DTC’s procedures) thatcertificated notes of such series willbe issued in registered
form, then in any such case, upon the written request of the holder of the Global Note, the Trustee will issue
certificated registered notes in the names and in the amounts as specified by the holder of the Global Note. The
request for certificated notes may be made by the holder in the circumstances and subject to the conditions
described under the subsection entitled “Terms and Conditions of the Notes—Form, Transfer, Exchange and
Denomination.”

The exchange of interests in the Global Note for certificated notes of a particular series shall be made
free of any fees of the Trustee to the holder, provided, however, that such person receiving notes in certificated
form will be obligated to pay or otherwise bearthe cost ofany tax or other governmental charge as required by
the Indentureand any cost of insurance, postage, transportation and the like.

Repayment

If a note becomes repayable at the option ofthe holder on a date or dates specified prior to its maturity
date, ifany, and the Trusteeis so notified, the Trustee will promptly notify theholder of the Global Note that such
note has become repayable. In order for therepayment option onany noteto be exercised, the owners of beneficial
interests in the Global Note must instruct the broker or other DTC Participant through which it holds an in terest
in the Global Note to notify the Trustee of its desire to exercise that right to repayment. Different firms have
different cut-off times for accepting instructions from their customers and, accordingly, each beneficial owner
should consult the broker or other DTC Participant through which it holds its beneficial interestin a Global Note
in orderto ascertain the cut-off time by which such an instructionmust be given in order for timely notice to be
delivered to the depositary.

Record Date

Unless we otherwise instruct the Trustee in writing, the record date for the determination of the holder
of Global Notes entitled to receive paymentin respectofa Global Note will be the date which is 15 calendar days
prior to the applicable payment date on such Global Note in respect of such Global Note, provided that interest
payable at Maturity will be payable to the person to whom principal shall be payable. If such 15th day is not a
Business Day, the record date for determination will be the next succeeding Business Day. Whenever we or the
Trustee deemit appropriate to fix a record date for the determination ofthe holder of Global Notes who should
be entitled to receive payment or take any action in respect of Global Notes, the Trustee, with our consent, will
setsuchrecorddate at least 15 days priorto thedateon whichsuch payment is to be made orsuchaction s to be
taken.

Reports

The Trustee will send promptly to the applicable holders of the Global Notes any notices, reports and
othercommunications fromus that are received by the custodian as holder of the Global Notes and thatwe make
generally available to holders of the notes.
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FORM OF FINAL TERMS

Set out belowisthe formof Final Terms whichwill be completed for each tranche of notes issued under
the medium-termnote programdescribed in this Base Prospectus.

[MIFID 1l product governance / Professional investors and ECPs only target market — Solely for
the purposes of [the/each] manufacturer’s product approval process, the target market assessmentin respectof the
notes has led to the conclusionthat: (i) the target market for the notes is eligible counterparties and professional
clients only, each as defined in Directive 2014/65/EU (as amended, “MIiFID 1I”); and (i) all channels for
distribution of the notes to eligible counterparties and professional clients are appropriate. Any person
subsequently offering, selling or recommending the notes (a “distributor’) should take into consideration the
manufacturer[’s/s’] target market assessment; however, a distributor subject to MiFID Il is responsible for
undertaking its own target market assessment in respect of the notes (by either adopting or refining the
manufacturer[‘s/s’] target market assessment) and determining appropriate distribution channels.]?

[Prohibition of sales to EEA and UK retail investors — The notes are notintended 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
[Directive 2014/65/EU (“MiFID 1I”)][MiFID IIJ; or (ii) a customer within themeaning of Directive EU 2016/97
(as amended orsuperseded, 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 I1; or (iii) not a qualified investor as defined
in the Prospectus Regulation. Consequently no key information document required by Regulation (EU) No
1286/2014 (the “PRIIPs Regulation”) for offering or selling the notes or otherwise making them available to
retail investorsin the EEA orin the UK has been prepared and therefore offering or selling the notes or otherwise
making them available to any retail investor in the EEA or in the UK may be unlawful under the PRIIPs
Regulation.]®

[Singapore Securities and Futures Act Product Classification— In connection with Section 309B of
the Securities and Futures Act (Chapter 289) of Singapore (the “SFA”) and the Securities and Futures (Capital
Markets Products) Regulations 2018 of Singapore (the “CMP Regulations 2018”), the Issuer has determined,
and hereby notifies all relevant persons (as defined in Section 309A (1) ofthe SFA), the classification of the notes
as [prescribed capital markets products (as defined in the CMP Regulations 2018) and Excluded Investment
Products (as defined in MAS Notice SFA 04-N12: Notice on the Sale of Investment Products and MAS Notice
FAA-N16: Notice on Recommendations on Investment Products)|/[ 1.

[Date]
Nationwide Building Society

Legal Entity Identifier (LEI): 549300XFX12G42QIKN82

[Title of relevant Series of notes (specifying type of notes)]
issuedpursuantto its $20,000,000,000 Senior and Subordinated Medium-Term Note Program

[The notes will only be admitted to trading on an EEA regulated market (and, for these purposes, referenceto the
EEA includesthe United Kingdom) (as definedin MiFID I1), or a specific segmentofan EEA regulated market,
to which only qualified investors (as defined in the Prospectus Regulation) can haveaccess and shall notbe offered
or sold to non-qualified investors.]

8 This legend to be included only where it accurately reflects the determination of the manufacturer(s) for the relevant series of notes.
® Legend to be included on fiont of the Final Terms if the Notes potentially constitute *packaged” products or the issuer wishes to prohibit
offers to EEA retail investors for any other reason, in which case the selling restriction should be specified to be “ Applicable”.
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PART A— CONTRACTUAL TERMS

[Terms used herein shall be deemed to be defined as such for the purposes of the Terms and Conditions
set forth in the Base Prospectus dated [date] [and the supplemental Prospectus dated [date]] which [together]
constitute[s] a base prospectus (the “Base Prospectus”) for the purposes of Regulation (EU) (2017/1129) (the
“Prospectus Regulation”). This document constitutes the Final Terms of the notes described herein for the
purposes of the Prospectus Regulation and mustbe readin conjunction with the Base Prospectus. Full information
on the Issuerandthe offer ofthe notes is only available on thebasis of the combination of these Final Terns and
the Base Prospectus. The Base Prospectus has been published on the website of the London Stock Exchange
through a regulatory information service (http://www.londonstockexchange.com/exchange/news/market-
news/market-news-home.htmt).]

[Terms used herein shall be deemed to be definedas such for the purposes ofthe Terms and Conditions
set forth in the Base Prospectus dated [original date] and incorporated by reference into the Base Prospectus dated
[date]. This document constitutes the Final Terms of the notes described herein for the purposes of Regulation
(EU) (2017/1129) (the “Prospectus Regulation”) and must be read in conjunction with the Base Prospectus,
dated [date] [and the supplemental Prospectus dated [date]] which [together] constitute[s] a base prospectus (the
“Base Prospectus”) for the purposes of the Prospectus Regulation, including the Terms and Conditions
incorporated by reference in the Base Prospectus, in order to obtain all the relevant information. The Base
Prospectus has been published on the website of the London Stock Exchange through a regulatory information
service (http://www.londonstockexchange.com/exchange/news/market-news/market-news-home.html).]
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TYPE OF NOTE
1. Status ofthe notes: [Senior Preferred / Senior Non-Preferred /
Subordinated]
@) [Senior Non-Preferred Notes: [Applicable/specify if Not Applicable]
Waiver of Set-off:

(b) Senior  Non-Preferred  Notes: [Applicable/specify if Not Applicable]
Restricted Events of Default:

© Senior  Non-Preferred  Notes: [Applicable/ specify ifNot Applicable]]
Gross-up of principal:

2. Interest Basis: [Fixed Rate/Reset/Floating Rate/Zero
Coupon/Combination]

3. Change of Interest Rate Basis: [Fixed/Floating Rate/Floating/Fixed Rate][Not
Applicable]

DESCRIPTION OF THE NOTES

4. @ Series Number: [1]
(0) Tranche Number: [1]
5. @) Nominal Amount of notesto be [ ]
issued:
(b) Aggregate nominal amount of [ ]
Series (if more than one issue for
the Series):
(© Specified Currency: [1]
(o)) Currency Determination Agent: [ 1 [Not Applicable]
(e) Specified Denomination(s): [ 1 [and integral multiples of[] in excess thereof]
6. Issue Price: [1]
7. Issue Date; []
8. Original Issue Date: [1
9. Interest Commencement Date: [ 1[Issue Date] [Not Applicable]
10. Automatic/optional conversion from one [ ] [NotApplicable]

Interest Basis to another:;
11. Additional Business Center(s): [ 1 [Not Applicable]
PROVISIONS RELATING TO INTEREST (IF ANY) PAYABLE

12, Fixed Rate Note Provisions: [Applicable/Not Applicable]
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13.

14.

@)

(b)
©)
(d)

©)

(f)

Fixed Rate(s)of Interest:

Interest Payment Date(s):
Day Count Fraction:

Business Day Convention:

(i) Adjusted:
(i) Non-Adjusted:

Calculation Agent responsible for
calculating the amount of interest
(if notthe Agent):

Determination Date(s):

Zero Coupon Note Provisions:

@)
(b)
©)

Accrual Yield:
Reference Price:

Calculation Agent(ifany):

Floating Rate Note Provisions:

@)

(b)

©)

(d)
@)
(f)

@)

(h)
(i

Calculation Agent responsible for
calculating the Interest Rate and
Interest Amount (if not the Agent):

Interest Period(s) or specified
Interest Payment Date(s):

Business Day Convention:

First Interest Payment Date:
Calculation Date:

Interest Rate Basis/Bases:

Designated CMT Reuters Page:

Designated EURIBOR Page:

Designated LIBOR Currency:

[ 1% per annum payable in arrear on each Fixed
Interest Date

[ Tin eachyearup toandincludingthe Maturity Date
Actual/Actual (ICMA)] [30/360]

[Following Business Day/Modified Following
Business Day/Preceding Business Day]

[Applicable/Not Applicable]

[Applicable/Not Applicable]

[]

[ 1 [Not Applicable]

[Applicable/Not Applicable]

[]
[]
[]

[Applicable/Not Applicable]

[]

[]

[Floating Rate/Following Business Day/Modified
Following Business Day/Preceding Business Day]

[]

[]

[CMT Rate/Commercial Paper Rate/Compounded
Daily SONIA/[SOFR-[Compounded Daily
SOFR]/[Average SOFR]]/Eleventh District Cost of
Funds Rate/EURIBOR/Federal Funds
Rate/LIBOR/Prime Rate/Treasury Rate]

[Not Applicable] [Reuters 7051 Page/Reuters Page
T7052]

[Not Applicable] [EURIBOR O/ 1]

[Not Applicable] [USD/[ 1]
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15.

()
()

(M

(m)
(n)
(0)
()
(@)
(r

()
(t)

(u)
(v)

(W)
)

v)

Designated LIBOR Page:

Relevant Screen Page in respect of
Compounded Daily SONIA:

SONIA Lag Period (p):

Initial Interest Rate:

Initial Interest Reset Date:
Interest Reset Period:

Interest Reset Dates:

Index Maturity:

Designated CMT Maturity Index
Margin(s):

Minimum Interest Rate (ifany):
Maximum Interest Rate (ifany):

Day Count Fraction:

Observation Method:

Observation Look-Back Period:

Observation Period:

Reset Note Provisions:

@)

(b)
©)
(d)

e)
(f)

Initial Rate of Interest:

First Margin:
Subsequent Margin:

Interest Payment Date(s):

Calculation Date:

Fixed Coupon Amount to (but
excluding) the First Reset Date:

[Not Applicable] [LIBOR 01/ 1]

[Not Applicable][ 1]

[5/] ]London Banking Days][Not Applicable]
[]

[]

[]

[]

[Not Applicable][ ]

[Not Applicable][ ]

[plus/minus][ 1% per annum

[ 1% perannum

[ 1% perannum

[[Actual/Actual (ISDA)] [Actual/Actual]
[Actual/365 (Fixed)]

[Actual/365 (Sterling)]

[Actual/360]

[30/360] [360/360] [Bond Basis]

[30E/360] [Eurobond Basis]

[30E/360 (ISDA)]]

[Not Applicable/Lag/Lock-out/Shift]

[®] [London Banking Days]/ [US Government
Securities Business Days]/ [Not Applicable]
[®]/[Not Applicable] [unless otherwise agreed with
the [Calculation Agent]/ [[®], being the party
responsible for the calculation ofthe Rate of
Interest], (being no lessthan5[London Banking
Days]/[US Government Securities Business Days])
[Applicable/Not Applicable]

[ 1% perannum payable in arrear on each Interest
Payment Date]

[+/-]l ]%perannum
[[+/-1[ 1% perannum] [Not Applicable]

[[ 1[and[ 1] in eachyearuptoand including the
Maturity Date

[]

[ ]perCalculation Amount
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@)

(h)

(i)
(iii)
(iv)
(v)

(vi)
(vii)
(viii)
(iX)
(x)
(xi)
(xii)

(xiii)

(xiv)

()

(i
0)
(k)
(

Broken Amount(s):

Reset Reference Rate:

Designated CMT Reuters Page:

Designated EURIBOR Page:
Designated LIBOR Currency:
Designated LIBOR Page:

Relevant Screen Page in respect of
Compounded Daily SONIA:

SONIA Lag Period (p):

Index Maturity:

Designated CMT Maturity Index
Margin(s):

Minimum Interest Rate (ifany):
Maximum Interest Rate (ifany):

Day Count Fraction:

Observation Method:

Observation Look-Back Period:

Observation Period:

First Reset Date:
Second Reset Date:
Subsequent Reset Date(s):

Relevant Screen Page:

[[ ] perCalculation Amount, payable on the Interest
Payment Date falling [infon][ J]J[Not Applicable]

[[CMT Rate/Commercial Paper Rate/Compounded
Daily SONIA/[[Compounded Daily SOFR]/[Average
SOFR])/Eleventh  District Cost of Funds
Rate/EURIBOR/Federal Funds Rate/LIBOR/Prime
Rate/Treasury Rate]/[Mid-Swaps]/[/Reference
Bond]]

[Not Applicable] [Reuters 7051 Page/Reuters Page
T7052]

[Not Applicable] [EURIBOR 01/ ]]
[Not Applicable] [USD/[ 1]
[Not Applicable] [LIBOR QL 1]

[Not Applicable][ ]

[5/] ]London Banking Days][Not Applicable]
[Not Applicable][ ]

[Not Applicable][ ]

[plus/minus][ ]% per annum

[ 1% perannum

[ 1% perannum

[[Actual/Actual (ISDA)] [Actual/Actual] [Actual/365
(Fixed)] [Actual/365 (Sterling)] [Actual/360]
[30/360] [360/360] [Bond Basis] [30E/360]
[Eurobond Basis] [30E/360 (ISDA)]]

[Not Applicable/Lag/Lock-out/Shift]

[®] [London Banking Days]/ [US Government
Securities Business Days]/ [Not Applicable]

[®]/[Not Applicable] [unless otherwise agreed with
the [Calculation Agent]/ [[®], being the party
responsible for the calculation ofthe Rate of
Interest], (being no lessthan5[London Banking
Days]/[US Government Securities Business Days])

[ ]
[ VI[NotApplicable]

[ 1[and[ 1][NotApplicable]

[ ]
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(m) Mid-Swap Rate: [Single Mid-Swap Rate/Mean Mid-Swap Rate] [Not
Applicable]

(@) Mid-Swap Fallback Rate in respect  [[ ] percent.] [Not Applicable]
of the first Reset Determination

Date:
(0) Fixed Leg Swap Duration: [12 months /6months /[ ]] [Not Applicable]
(p) Floating Leg Swap Duration: [12 months / 6 months / 3 months /[ ]] [Not

Applicable]
Q) Reference Bond Reset Rate Time: [ ]/[Not Applicable]

() Reference Bond Fallback Price in [ ]/[Not Applicable]
respect of the first Reset
Determination Date:

(s) Day Count Fraction: [30/360] [Actual/Actual (ICMA)]

) Reset Determination Date(s): [[] in each year][Not Applicable]

W Business Centre(s): [ ]

v) Business Day Convention: [Following Business Day/Modified Following

Business Day/Preceding Business Day]

. Adjusted: [Applicable]/[Not Applicable]
. Non-Adjusted: [Applicable]/[Not Applicable]
(w) Calculation Agent: [ 1]
16. Benchmark Replacement: [Applicable/Not Applicable]

PROVISIONS REGARDING REDEMPTION/MATURITY

17. Maturity Date: []

18. Redemption at Issuer's option: [Applicable/Not Applicable]
@ Early Redemption Date(s): [1]
(0) Redemption Price of each note: [[ 1pernoteof[ ] Specified Denomination]
(c) Notice Periods: Minimum period: [ ] days

Maximum period:[ ]days

19. @) Senior Non-Preferred Notes: Loss  [Applicable/specify if Not Applicable]
Absorption Disqualification Event
Redemption:

(b) Loss Absorption Disqualificaton [Full Exclusion / Full or Partial Exclusion / Not
Event: Applicable]

(©) Senior  Non-Preferred  Notes: [Applicable/specify if Not Applicable]
Substitution and Variation:
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20. Repayment at holder's option: [Applicable/Not Applicable]

@ Optional Repayment Date(s): [1]
(o) Repayment price of each note: [ 1 pernoteof[ ] Specified Denomination
(©) Notice periods: Minimum period: [ ] days

Maximum period:[ ]days

21. Minimum Denomination for early [1]
redemption/repayment:

22. Regulatory Event (subordinated notesonly):  [Full Exclusion / Full or Partial Exclusion / Not
Applicable]

THIRD-PARTY INFORMATION

[[ 1 hasbeenextractedfrom[ ]. The Issuerconfirms that such informationhas been accurately reproduced and
that,so far as it is aware and is able to ascertain frominformation published by [ ], no facts have been omitted
which would render the reproduced information inaccurate or misleading.]

Signed on behalf of NATIONWIDE BUILDING SOCIETY

Duly Authorized Duly Authorized
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PART B - OTHER INFORMATION

1 LISTING AND ADMISSION TO TRADING
@ Listing and Admissionto trading: London Stock Exchange plc
(b) Estimate of totalexpensesrelatedto [ ]
admission to trading:
2. RATINGS
Ratings: The [Program/notes to be issued] [has/have] been
rated:
[Moody's Investors Service Limited: [T
[S&P Global Ratings Europe Limited: [1
[Fitch Ratings Ltd.: [1]
3. INTERESTS OF NATURAL AND LEGAL PERSONS INVOLVED IN THE ISSUE

[Save forany fees payable to the Placement Agent(s), sofar as the Issuer is aware, no personinvolved
in the issue of the notes has an interest material to the offer. The Placement Agent(s) and their affiliates have
engaged, and may in the future engage, in investment banking and/or commercial banking transactions with,
and may performotherservices for, the Issuerand its affiliates in the ordinary course of business.]

4. YIELD (Fixed RateNotesonly)
Indication of yield:
5. OPERATIONAL INFORMATION
(@) CUSIP:
(b) ISIN Code:
(©) Common Code:
(d) Any clearing system(s) other than
The Depository Trust Company and
the relevant identification
number(s):
(e) Names and addresses of additional
Paying Agent(s) (if any):
) Relevant Benchmark[s]:
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[]

[]
[]
[]

[ 1[Not Applicable]

[]

[[specify benchmark] is provided by [administrator
legal name]]. As at the date hereof, [[administrator
legal name][appears]/[does not appear]] in the
register of administrators and benchmarks
established and maintained by ESMA pursuant to
Article 36 (Register of administrators and
benchmarks) ofthe Benchmarks Regulation]/[As far
as the Society is aware, as at the date hereof, [specify
benchmark] does not fall within the scope of the
Benchmarks Regulation]/[Not Applicable]



6. DISTRIBUTION

Prohibition of Sales to EEA and UK Retail [Applicable/Not Applicable]

Investors:
7. REASONS FOR THE OFFER AND ESTIMATED NET PROCEEDS
@ Reasonsforthe offer: [See [“Use of Proceeds”] in the Base Prospectus
/Give details]
(b) Estimated net proceeds: [1
8. U.S. FEDERAL INCOME TAX CONSIDERATIONS

[Not applicable]/[[For notes issued in compliance with Rule 144A that are contingent payment debt
instruments or which are otherwise issued with original issuediscount for U.S. federal income tax purposes:][For
U.S. federal income taxpurposes, the Issuer intends to treat the notes as [Original Issue Discount Notes/fixed -rate
debt/fixed-rate debtissued with original issue discount/contingent payment debt instruments, [for which purpose,
the comparable yield relating to the notes will be [ ®]% compounded [semi-annually/quarterly/monthly], and that
the projected payment schedule with respect to a note consists of the following payments: [@®]/for which purpose,
the comparable yield and the projected payment schedule are available by contacting [ @] at [®]]/Floating Rate
Notes/Floating Rate Notes issued with original issue discount/Foreign Currency Notes/Foreign Currency Notes
issued with original issue discount/Short-TermNotes.]]

[For a Qualified Reopening of notes issued in compliance with Rule 144A:][Qualified Reopening. The
issuance ofthe notes should be treated as a “qualified reopening” ofthe notes issued on [ ®] within the meaning
of the Treasury regulations governing original issue discount on debt instruments (the “OID Regulations”).
Therefore, for purposes of the OID Regulations, the notes issued in this offering should be treated as having the
same issue date and the same issue price as the notes issued on [®] and should [not] be consideredto have been
issuedwith original issue discountfor U.S. federalincome tax purposes.]
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TAXATION
U.S. Federal Income Taxation

The following summary describes certain U.S. federal income tax consequences of the purchase,
ownership and dispositionof notes. Except where noted, this discussion deals only with holders that acquire the
notesat their original issuance and that will hold the notes as capital assets and does notdeal with investors subject
to special tax rules, such as dealers in securities or currencies, financial institutions, regulated investrment
companies, real estate investment trusts, tax-exempt entities, individual retirement accounts and other tax-deferred
accounts, insurance companies, persons holding notes as a part of a hedging, integrated, conversion or constructive
sale transactionorastraddle, entities or arrangements treated as partnerships for U.S. federal income taxpurposes,
traders in securities that elect to use mark-to-market method of accounting for their securities holdings, persons
that have ceasedtobe U.S. citizens or lawful permanentresidents of the United States, or U.S. Holders (as defined
below) of notes whose “functional currency” is not the U.S. dollar. The discussion below is based upon the
provisions of the U.S. Internal Revenue Code of 1986, as amended (the “Code”), its legislative history, final,
temporary and proposed U.S. Treasury regulations promulgated thereunder, published rulings and judicial
decisions as of the date hereof, all of which are subject to change possibly with retroactive effect or possible
differing interpretations so as to result in U.S. federal income tax consequences different from those discussed
below. This summary assumes that there will be no substitution of another entity in the place of the Issuer as
principaldebtor in respect of the notes.

The discussion set forth below only covers notes issued pursuant to the medium-termnote programthat
will constitute debt for U.S. federal income tax purposes. If any note did not constitute debt for U.S. federal
income tax purposes, the taxconsequences of the ownership of such note could differ materially from the tax
consequences described herein. This summary does notaddress the U.S. federal income taxconsequences of every
type of note which may be issued under the program, such as notes with an original maturity of more than 30
years orwith certain contingent payment features (except to the limited extent discussed below), and additional
or modified disclosure concerning certain U.S. federal income tax consequences relevant to such types of notes
will be provided asappropriate. Moreover, this summary does not address U.S. federal estate, gift, or alternative
minimum tax considerations, the Medicare tax on net investment income, non-U.S., state or local tax
considerations or special taxaccounting rules as a result of any item of gross income with respect to the notes
being taken into account onan applicable financial statement.

Asusedherein,a“U.S. Holder” of a note means a beneficial ownerthat is, for U.S. federal income tax
purposes, (i) a citizen orindividual resident of the United States, (ii) a corporation created or organized in or under
the laws of the United States or any political subdivision thereof (including the District of Columbia), (iii) an
estate the income of which is subject to U.S. federal income taxation regardless of its source, or (iv) a trust (X)
that is subject to the supervision of a court within the United States and one or more United States persons (as
defined in the Code) have the authority to control all substantial decisions of the trustor (Y) that has a valid
election in effect under applicable U.S. Treasury regulations to betreated as a United States person. A “Non-U.S.
Holder” is a beneficial owner ofnotes that is neithera U.S. Holder nora partnership.

If an entity orarrangement treated as a partnership for U.S. federalincome tax purposes holds notes, the
tax treatment ofa partnerin such entity orarrangement will generally depend upon the status of the partner and
the activities of the partnership. An entity or arrangement treated as a partnership for U.S. federal income tax
purposes considering holding notes should consult its tax advisors concerning the U.S. federal income tax
consequencesto it and its partners of the acquisition, ownershipand disposition of the notes by the partnership.

THE SUMMARY OF U.S. FEDERAL INCOME TAX CONSEQUENCES SET OUT BELOW IS FOR
GENERAL INFORMATIONONLY AND DOES NOT ADDRESS EVERY TYPE OF NOTE THAT CANBE
ISSUED UNDER THE PROGRAM. PROSPECTIVE PURCHASERS SHOULD CONSULT THEIR TAX
ADVISORS AS TO THE PARTICULAR TAX CONSEQUENCES TO THEM OF OWNING THE NOTES,
INCLUDING THE APPLICABILITY AND EFFECT OF U.S. FEDERAL, STATE, LOCAL, NON-U.S. AND
OTHER TAXLAWSAND POSSIBLE CHANGES IN TAXLAW.
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Payments of Interest

Except as set forth below, interest(including the amount of any taxes withheld and the payment of any
additionalamounts) ona note, other than interestonan “Original Issue Discount Note” thatis not “qualified stated
interest” (each as defined below), generally will be taxable to a U.S. Holder as ordinary income at the time it i
paid oraccrued in accordance with the U.S. Holder’s method of taxaccounting, reduced by theallocable amount
of amortizable bond premium, if any (discussed below). Interest income (including original issue discount
(“OID”), if any, as discussed below) on the notes will generally be treated as foreign source income. Prospective
purchasers should consult their tax advisors concerning the applicability of the foreign tax credit and source of
income rules to income attributable to thenotes.

Original Issue Discount

U.S. Holders of notes issued with OID will be subject to special taxaccounting rules, as described in
greater detail below. U.S. Holders of such notes should be aware that they generally must include OID in gross
income as ordinary income in advance of the receipt of cashattributable to that income. Howe ver, U.S. Holders
of such notes generally will not be required to include separately in income cash payments received onthe notes,
even ifdenominated as interest, to the extent such payments donot constitute “qualified stated interest” (as defined
below)and were previously included in income as OID. Notes issued with OID will be referred to as “Original
Issue Discount Notes.” The pricing termsheet thatis provided to investors in connection with the confirmation
ofthe purchase oftheir securities and theapplicable Final Terms will specify if a series of notes should betreated
as Original Issue Discount Notes.

Additional rules applicable to Original Issue Discount Notes that are denominated in or determined by
reference to a currency otherthanthe U.S. dollarare described under “—Foreign Currency Notes” below.

ForU.S. federalincome tax purposes, a note, other thana note with a termofone yearorless (a “Short-
Term Note”), with an “issue price” (as defined below) that is less than its stated redemption price at maturity (the
sumof all payments to be made on the note other than payments of qualified stated interest) will be issued with
OID unlesssuchdifferenceis deminimis (i.e., less than 0.25% of the stated redemption price at maturity multiplied
by the number of complete years to maturity or, in the case ofan note that provides for the payment of amounts
other than qualified stated interest before maturity, the weighted average maturity). A note's weighted average
maturity is the sum of the following amounts determined for each payment on a note (other than a payment of
“qualified stated interest”): (i) the number of complete years from the issue date until the payment is made
multiplied by (ii) a fraction, the numerator of which is the amount ofthe payment and the denominator of which
is the note's stated redemption price at maturity. The “issue price” of eachnote in a particular offering will be the
first price at which a substantial amount of that particular offering is sold to persons other than bond houses,
brokers, or similar persons or organizations acting in the capacity of underwriters, placement agents, or
wholesalers. The term“qualified stated interest” means stated interest that is unconditionally payable over the
entire termofthe note in cashor in property (other than debtinstruments of the Issuer) at least annually at a single
fixed rate or, subject to certain conditions, based on one or more interest indices. Interest is payable at a single
fixed rate only if the rate appropriately takes intoaccountthe lengthofthe interval between payments.

In the caseofa note issued with de minimis OID, the U.S. Holder generally must include such de minimis
OID in income at the time principal payments on the noteare made in proportionto theamountpaid for the note.
Any amountof de minimis OID includable in income will be treated as capital gain.

Certain notes may be redeemed prior to their maturity at the optionofthe Issuerand/orat the option of
the holder. Original Issue Discount Notes containing such features may be subject to rules that differ from the
general rules discussed herein. In the case of notes that provide for alternative payment schedules, OID is
calculated by assuming that (i) the holder will exercise or not exercise options in a manner that maximizes the
holder’s yield and (ii) the Issuer will exercise or not exercise options in a manner that minimizes the holder’s

yield.
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U.S. Holders of Original Issue Discount Notes with a maturity upon issuance of more than oneyear must,
in general, include OID in income in advance of the receipt of some or all of the related cash payments. The
amount of OID includible in income by the initial U.S. Holder of an Original Issue Discount Note is the sumof
the “daily portions” of OID with respectto the Original Issue DiscountNote foreach day duringthetaxable year
orportion ofthe taxable yearin whichsuch U.S. Holder held such Original Issue Discount Note (“‘accrued O1D”).
The daily portion is determined by allocating to each day in any “accrual period” a pro rata portion ofthe OID
allocable to that accrual period. The “accrual period” for an Original Issue Discount Note may be ofany length
and may vary in length over thetermofthe Original Issue Discount Note, provided thateach accrual period is no
longerthan oneyearandeachscheduled payment of principal or interest occurs on either the first day or thefinal
day ofan accrual period. The amountof OID allocable to any accrual period is an amount equal to the excess, if
any, of(a) the product ofthe Original Issue Discount Note’s “adjusted issue price” atthe beginning of' such accrual
period and its yield to maturity (determined on the basis of compoundingat the clos eofeach accrual period and
properly adjusted forthe length of the accrual period) over (b) the sumof any qualified stated interest allocable
to the accrual period. OID allocable to a final accrual period is the difference between the amount payable at
maturity (other than a payment of qualified stated interest) and the adjusted issue price at the beginning of the
final accrual period. Special rules willapply for calculating OID for an initial short accrual period. The “adjusted
issue price” ofan Original Issue Discount Note at the beginning of any accrual period is equalto its issue price
increased by the amount of accrued OID for each prior accrual period (determined without regard to the
amortization of any acquisition or bond premium, as described below) and reduced by any payments made on
such note (otherthanqualified stated interest) on or before the first day of the accrual period. Under these rules,
aU.S. Holderwill generally have toincludein income increasingly greater amounts of OID in s uccessiveaccrual
periods.

In the case ofan Original Issue Discount Note that is treated as a “variable rate debt instrument” under
U.S. Treasury regulations (a “Floating Rate Note”), both the “yield to maturity” and “qualified stated interest”
generally will be determined solely for purposes of calculating the accrual of OID as though the Floating Rate
Note will bear interestin all periods ata fixed rate generally equal to thevalue of therate thatwould be applicable
to interest payments on the note on its date of issue or, in the case of certain Floating Rate Notes, the rate that
reflects the yield to maturity that is reasonably expected for the note. Additional rules may apply ifinterest on a
Floating Rate Note is based on more than one interestindexor if the principalamount of the Floating Rate Note
is indexed in any manner. Different rules may apply if a Floating Rate Note is treated as a contingent payment
debtinstrumentunder U.S. Treasury regulations.

Certain notes may be treated as contingent payment debt instruments for U.S. federal income tax
purposes. The pricing termsheet thatis provided to investors in connection with the confirmation of the purchase
of theirsecurities andthe applicable Final Terms will specify if a series of notes should be treated as contingent
payments debt instruments for U.S. federal income tax purposes. Under applicable U.S. Treasury regulations,
interest on contingent payment debt instruments is treated as OID and must be accrued on a constant -yield basis
based on ayield to maturity that reflects the rate at which the Issuer would issue a comparable fixed -rate
instrument with no contingent payments but with terms and conditions otherwise similar to the contingent
payment debt instruments (the “comparable yield”), based on a projected payment schedule determined by the
Issuer (the “projectedpayment schedule”). This projected payment schedule mustinclude each non-contingent
payment on the note and an estimated amount for each contingent payment, and must produce the comparable
yield.

The Issuerwillbe required to provideto holders, solely for U.S. federal income taxpurposes, a schedule
of the projected amounts of payments on such notes that are treated as contingent payment debt instruments for
U.S. federal income tax purposes. The applicable Final Terms will either contain the comparable yield and
projected payment schedule, or will provide an address to which a U.S. Holder of a contingent payment debt
instrument can submit a written request for this information. A U.S. Holder generally will be bound by the
comparable yield andthe projected paymentschedule determined by the Issuer unless the U.S. Holder determines
its own comparable yield and projected payment schedule and explicitly and timely justifies and discloses such
schedule to the U.S. Internal Revenue Service (“IRS”). The Issuer’s determination, however, is not binding on
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the IRS, and it is possible that the IRS could conclude that some other comparable yield or projected payment
schedule should be usedinstead.

THE COMPARABLE YIELD AND PROJECTED PAYMENT SCHEDULE WILL NOT BE
DETERMINED FOR ANY PURPOSE OTHER THAN FOR THE DETERMINATION OF INTEREST
ACCRUALS AND ADJUSTMENTS THEREOF IN RESPECT OF CONTINGENT NOTES FOR U.S.
FEDERAL INCOME TAX PURPOSES AND WILL NOT CONSTITUTE A PROJECTION OR
REPRESENTATION REGARDING THE ACTUAL AMOUNTS PAYABLE TO THE HOLDERS OF THE
NOTES.

Gain from the sale, exchange, retirement or other disposition of a contingent payment debt instrument
will be treated as interest income taxable at ordinary income (rather than capital gains) rates. Any loss will be
ordinary loss to the extentthat the U.S. Holder's total interestinclusions tothe date of sale, exchange or retirement
exceed the total net negative adjustments that the U.S. Holdertook into account as ordinary loss, and any further
loss will be capital loss. Gain or loss realized by a U.S. Holder on the sale, exchange, retirement or other
disposition of a note that is treated as a contingent payment debt instrument generally will be treated as foreign
source gain or loss. Prospective purchasers should consult their tax advisors as to the U.S. federal income tax
consequences of purchasing contingentpaymentdebt instruments.

U.S. Holders may elect to treat all interest on any note as OID and calculate the amount includible in
gross income under the constant yield method described above with certain modifications. For the purposes of
this election, interest includes stated interest, OID, de minimis OID, market discount, de minimis market discount
and unstated interest, as adjusted by any amortizable bond premiumoracquisition premium. The election s to be
made forthe taxable year in which the U.S. Holderacquired the note, and may not be revoked without the consent
ofthe IRS.

Notes Subject to Redemption

Certain of the notes: (i) may be redeemable at the optionofthe Issuer prior to their maturity, (i) may be
repayable at theoption ofthe holder prior to their stated maturity, or (iii) may be otherwise subject to mandatory
redemption. Notes containing such features may be subject to rules that are different from the general rules
discussedabove, which willdepend, in part, on the particular terms and features of such notes.

Short-Term Notes

In general, an individual or other cashbasis U.S. Holder of a Short-TermNote is not required to accrue
OID (calculated as setforth below for the purposes of this paragraph) for U.S. federal income taxpurposes unless
it elects to do so (but may be requiredto include any stated interest in income as the interest is received). Accrual
basis U.S. Holders and certain other U.S. Holders are required to accrue OID on Short-TermNotes on a straight-
line basis or, if the U.S. Holderso elects, under the constant-yield method (based on daily compounding). In the
case ofa U.S. Holdernot required and not electing to include OID in income currently, any gain realized on the
sale, exchange, retirement or other disposition of the Short-Term Note will be ordinary income to the extent of
the OID accrued on a straight-line basis (unless an election is made to accrue the OID under the constant-yield
method) through the date of sale, exchange, retirement or other disposition. U.S. Holders who are not required
and do notelectto accrue OID on Short-TermNotes will be required to defer deductions for interest on borrowings
allocable to Short-Term Notes in an amount not exceeding the deferred income until the deferred income is
realized.

For purposes of determining theamountof OID subjectto these rules, all interest payments on a Short-
Term Note are included in the Short-TermNote's stated redemption price at maturity. A U.S. Holder may elect to
determine OID on a Short-TermNote as if the Short-TermNote had been originally issued to the U.S. Holder at
the U.S. Holder's purchase price for the Short-Term Note. This election shall apply to all obligations with a
maturity of one yearor less acquired by the U.S. Holder on orafter the first day of the first taxable year to which
the election applies, and may not be revoked withoutthe consent ofthe IRS.
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Market Discount

If aU.S. Holder purchases a note (otherthana Short-TermNote) foran amountthat is less than its stated
redemption price at maturity or, in the case of an Original Issue Discount Note, its revised issue price, the amount
ofthe difference will be treated as “market discount” for U.S. federal income taxpurposes, unless such difference
is less thana specified de minimis amount. Under the market discount rules, a U.S. Holder will be required totreat
any principal paymenton, orany gain on the sale, exchange, retirement or other disposition of, a noteas ordinary
income to the extent of the market discount which has not previously been included in income and is treated as
having accrued on such note at the time of such payment or disposition. In addition, the U.S. Holder generally
will be required to defer, until the maturity of the note or its earlier disposition in a taxable transaction, the
deductionofalloraportion of the interestexpense onany indebtedness incurred or continued to purchase or cary
such note. Suchinterest is deductible whenpaid orincurred to the extent of income fromthe note for the year. If
the interest expense exceeds suchincome, such excess is currently deductible only to theextent thatsuch excess
exceeds the portionofthe market discount allocable to the days during the taxable year on which such note was
held by the U.S. Holder.

Any market discountwill be considered to accrue ratably during the period fromthe date ofacquisition
to the maturity date ofthe noteon a straight-line basis, unlessthe U.S. Holder electsto accrueon a constantyield
method. This electionto accrue market discount on a constant yield method is to be made for the taxable yearin
which the U.S. Holder acquiredthe note, applies only tothat note, and may not berevoked without the consent of
the IRS. A U.S. Holder may elect to include market discount in income currently as it accrues (on either a ratable
or constant-yield method), in which case the rule described above regarding deferral of interest deductions will
notapply. This electionto include market discountin income currently, oncemade, applies to all market discount
obligationsacquired onorafter the first day of the first taxable year to which theelectionapplies and may notbe
revoked without the consentofthe IRS.

Acquisition Premium; Amortizable Bond Premium

A U.S. Holder that purchases an Original Issue Discount Note for an amount that is greater than its
adjusted issue price but equal to or less than the sum of all amounts payable on the note after the purchase date
otherthanpayments of qualified stated interest willbe considered to havepurchased suchnote at an “acquisition
premium.” Under the acquisition premiumrules, if the U.S. Holder does not make the electionto treat all interest
as OID (as described above) then the amount of OID which such U.S. Holder must include in its gross income
with respectto suchnote foranytaxable year will be reduced by the portion of such acquisition premium propery
allocable to suchyear.

A U.S. Holder that purchases a note (including an Original Issue Discount Note), foranamount in excess
of the sumof all amounts payable on the note after the purchase date other than qualified stated interest will be
consideredto have purchased thenote at a “bond premium.” A U.S. Holder generally may elect to amortize bond
premium overthe remaining termof the note on a constant yield method as an offsetto interest wheninclud ible
in income under the U.S. Holder’s regular tax accounting method. In the case of instruments that provide for
alternative payment schedules, bond premium is calculated by assuming that (i) the holder will exercise or not
exercise options in a manner that maximizes the holder’s yield and (ii) the Issuer will exercise or not exercise
options in a manner that minimizes the holder’s yield. Bond premiumon a note held by a U.S. Holderthat does
not make such an election will decrease the gain orincrease the loss otherwise recognized on disposition of the
note. The election toamortize premiumon a constantyield method once made applies toall debt obligations held
orsubsequently acquired bytheelecting U.S. Holder on or after the first day of the first taxable year to which the
election applies and may not be revoked without the consentofthe IRS.

Sale, Exchange and Retirementor Other Disposition of Notes

Upon the sale, exchange, retirementor other dispositionofa note, a U.S. Holder generally will re cognize
gain or loss equal to the difference between the amount realized upon the sale, exchange, retirement or other
disposition (less an amount equal to any accrued but unpaid qualified stated interest, which will be treated as a
payment of interest for U.S. federal income tax purposes) and the adjusted taxbasis ofthe note. A U.S. Holder’s
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adjusted tax basis in a note will, in general, be the U.S. Holder’s cost therefor, increased by the amount of any
OID, market discount or any income attributable to de minimis OID or de minimis market discount previously
included in income by the U.S. Holder and reduced by any amortizable bond premiumapplied to reduce interest
on the note and any payments on the note other than qualified stated interest. Except as with respect to certain
Short-Term Notes or notes with market discount as described above, with respect to gain or loss attributable to
changes in exchange rates, with respect to certain Foreign Currency Notes as described below, and with respect
to contingent paymentdebt instruments as described above, suchgain or loss will be capital gain or loss. Except
with respect to notes that are treated as contingent payment debt instruments as described above, gain or loss
realized by a U.S. Holderon the sale, exchange, retirement or other disposition of a note generally will be treated
as U.S. source gain or loss. Capital gains ofindividuals derived fromcapital assets held for more than one year
may be eligible for reduced rates of taxation. The deductibility of capital losses is subjectto limitations.

Foreign Currency Notes

The following is a summary of the principal U.S. federalincome tax consequencesto a U.S. Holder of
the ownership ofanotedenominated in a currency otherthantheU.S. dollar (a “Foreign Currency Note™).

Qualified Stated Interest Payments

Cash basis U.S. Holders are required to include in income the U.S. dollar value of the amount of interest
received, based on the “spot rate” for such foreign currency in effect on the date ofreceipt, regardless of whether
the payment is in fact converted into U.S. dollars. No exchange gain or loss is recognized with respect to the
receipt ofsuch payment.

Accrual basis U.S. Holders may determine the amountof income recognized with respect tosuch interest
payment in accordance with either of two methods. Under the first method, the U.S. Holder will be required to
include in income for each taxable year the U.S. dollar value of the interest that has accrued during such year,
determined by translating such interest at the averagerate of exchange for the period or periods during which such
interest accrued (or, in the case ofan accrual period thatspans two taxable years ofa U.S. Holder, the part within
each taxable year). Under thesecond method, an accrual basis holder may elect to translate interestincome at the
spotrate onthe lastday of the accrual period (or last day ofthe taxable year in the caseofa portion ofan accrual
period thatstraddles the holder’s taxable year) or on the datethe interest payment is received if such date is within
five days of the end of the accrual period. Any such election will apply to all debt instruments held by the US.
Holderat the beginning of the firsttaxable year to whichtheelection applies or thereafter acquired by such holder
and will be irrevocable without the consent of the IRS. Upon receipt of an interest payment on such Foreign
Currency Note (including, upon the sale of or other disposition such Foreign Currency Note, the receipt of
proceeds that include amounts attributable to accrued interest previously included in income), the accrual basis
U.S. Holderwill recognize U.S. source ordinary income or loss in an amount equal to the difference between the
U.S. dollar value of such payment (determined by translating any foreign currency received at the spot rate for
such foreign currency onthedatereceived) andthe U.S. dollar value of the interest income thatsuch U.S. Holder
has previously included in income with respect to such payment, regardless of whether the payment is in fact
convertedinto U.S. dollars.

Original Issue Discount

OID on a Foreign Currency Note will be determined for any accrual period in the applicable foreign
currency andthentranslated into U.S. dollars in the same manner as interestincome accrued by an accrual basis
holder, as described above. Additionally, a U.S. Holder will recognize exchangegainor loss (which will be treated
as ordinary income or loss) when the OID is paid (including, upon the sale, exchange, retirement or other
disposition of such Foreign Currency Note, the receipt of proceeds that include amounts attributable to OID
previously included in income) to the extent of the difference between the U.S. dollar value of such payment
(determined by translatingany foreign currency receivedat the spotrate for such foreign currency on the date of
payment)and the U.S. dollar value ofthe accrued OID (determined in the same manner as for accrued interest).
For these purposes, all receipts on a Foreign Currency Note will be viewed: first, as the receipt of any stated
interest payments called for under the terms of the Foreign Currency Note; second, as receipts of previously
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accrued OID (to the extent thereof), with payments considered made for the earliest accrual periods first; and
third, as the receipt of principal.

MarketDiscount

The amount of market discount on Foreign Currency Notes includible in income will generally be
determined by translating the market discountdetermined in the foreign currency into U.S. dollars at the spot rate
on the datethe Foreign Currency Noteis retired or otherwise disposed of. Ifthe U.S. Holder has elected to accrue
market discount currently, then the amount whichaccrues is determined in the foreign currency and then translated
into U.S. dollars on the basis of theaverageexchangerate in effect during suchaccrual period (or portion thereof
within the U.S. Holder's taxable year), and the U.S. Holder will recognize exchange gain orloss with respect to
market discountdetermined usingtheapproachapplicable to the accrual of interest income described above.

AmortizableBond Premium

Bond premiumon a Foreign Currency Note will be computed in the applicable foreign currency. With
respecttoaU.S. Holderthat elects to amortize the premium, the amortizable bond premiumwill reduce interest
income in the applicable foreigncurrency. At the time bond premiumis amortized, exchange gain or loss (which
is generally taxable as ordinary income or loss) will be realized based onthediffe rence between spotrates atsuch
time and at the time of acquisition of the Foreign Currency Note. A U.S. Holder that does not elect to amortize
bond premiumwill translate the bond premium, computed in the applicable foreign currency, into U.S. dollars at
the spot rate on the maturity date and such bond premiumwill constitute a market loss which may be offset or
eliminated by exchange gain.

Sale, Exchangeand Retirement or Other Disposition of Foreign Currency Notes

Upon the sale, exchange, retirement or other disposition of a Foreign Currency Note, a U.S. Holder
generally will recognize gain or loss equal to the difference betweenthe amountrealized uponthe sale, exchange,
retirement or other disposition (less an amount equal to any accrued and unpaid interest, which will be treated as
apayment ofinterest for U.S. federal income taxpurposes) and the U.S. Holder’s adjusted taxbasis in the Foreign
Currency Note.

If a U.S. Holder receives foreign currency on the sale, exchange, retirement or other dis position of a
Foreign Currency Note, thenthe amount realized generally will be based onthe spot rate of the foreign currency
on the date of sale. For purchases and sales of Foreign Currency Notes traded on an established securities market
as defined in applicable U.S. Treasury regulations by a cash method taxpayer, however, foreign currency paid or
received is translated into U.S. dollars at the spot rate on the settlement date of the purchase orsale. An accrual
method taxpayer may elect the same treatment with respect to the purchase andsale of Foreign Currency Notes
traded on an established securities market, provided that the election is applied consistently fromyear to year.
This election cannotbe changed withoutthe consentofthe IRS.

A U.S. Holder’s adjusted taxbasis in a Foreign Currency Note generally will be the U.S. Holder’s cost
therefore, which, in the case ofa U.S. Holder that purchases a Foreign Currency Note with foreign currency, will
be the U.S. dollar value of the foreign currency amount paid for such Foreign Currency Note determined at the
time of such purchase. Ifthe Foreign Currency Notes are traded onan established securities market, as defined in
applicable U.S. Treasury regulations, cash method taxpayers (and electing accrual method taxpayers) will
determine the U.S. dollar cost of the Foreign Currency Note onthe settlement date. A U.S. Holder that purchases
a Foreign Currency Note with previously owned foreign currency will recognize U.S. source exchange gain or
loss at thetime of purchase attributable to the difference at the time of purchase, ifany, betweenthe U.S. Holder’s
tax basis in such foreign currency and the fair market value of the Foreign Currency Note in U.S. dollars on the
date of purchase. Such gain or loss will be treated as ordinary income or loss.

Gain or loss recognized by a U.S. Holder on the sale, exchange, retirement or other disposition of a
Foreign Currency Note will generally be treatedas U.S. source gain or loss. Subject tothe foreign currency rules
discussedbelow, such gain or loss will be capital gain or loss and will be long-termcapital gain or loss if at the
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time of sale, exchange, retirement or other disposition, the Foreign Currency Note has been held for more than
one year. Capital gains ofindividuals derived with respectto capital assets held for more than one year are eligible
for reducedrates of taxation. The deductibility of capital losses is subject to limitations.

A U.S. Holder will recognize exchange gain or loss attributable to the movement in exchange rates
between the time of purchase and the time of disposition (including the sale, exchange, retirement or other
disposition) of a Foreign Currency Note. Suchgain or loss will be treated as ordinary income or loss (and will not
be taxable as interest income or expense, except to the extent provided in U.S. Treasury regulations or
administrative pronouncements of the IRS) and generally will be U.S. source gain or loss. Therealization of such
gain or loss (including any exchange gain or loss attributable to interest or OID realized in connection with the
disposition) will be limited to the amount of overall gain or loss realized on the disposition of a Foreign Currency
Note.

Exchange Gain or Loss With Respect to Foreign Currency

A U.S. Holder’s taxbasis in foreign currency received as interest on (or OID with respectto), or received
on the sale, exchange, retirement or other disposition of, a Foreign Currency Note will be the U.S. dollar value
thereofat the spot rate at the time the holder received such foreign currency. As discussed above, if the Foreign
Currency Notes are traded on an established securities market, a cash basis U.S. Holder (or, upon election, an
accrual basis U.S. Holder) will determine the U.S. dollarvalue ofthe foreign currency bytranslating the foreign
currency receivedat the spotrate of exchange onthe settlement date of the sale. Accordingly, no foreign currency
gain or loss will result from currency fluctuations between the trade date and settlement date ofasale. Any gain
or loss recognized by a U.S. Holder on a sale, exchange, retirement or other disposition of foreign currency will
be ordinary gain orloss andgenerally will be U.S. source gain or loss.

Non-U.S. Holders

Subject to the discussion of backup withholding and the Foreign Account Tax Compliance Act below,
Non-U.S. Holders generally should not be subjectto U.S. federal income or withholding taxon any payments on
the notes and gain fromthe sale, exchange, retirement or other disposition of the notes unless: (i) that payment
and/orgainis effectively connected with the conductby thatNon-U.S. Holder of a trade or business in the United
States; (ii) in the case ofany gain realized on the sale, exchange, retirement or other disposition ofanote by an
individual Non-U.S. Holder, that holder is presentin the United States for 183 days or more in the taxable year of
the sale, exchange, retirement or other disposition and certain other conditions are met; or (iii) the Non-U.S.
Holder is subject to tax pursuant to provisions of the Code applicable to certain persons that have ceased to be
U.S. citizens or lawful permanent residents of the United States.

Non-U.S. Holders should consult their own taxadvisors regardingthe U.S. federal income and other tax
consequences of owning notes.

Information Reporting and Backup Withholding

In general, payments of principal, interest and accrued OID on, and the proceeds of a sale, exchange,
retirement or other disposition of, the notes, by a U.S. paying agentorother U.S. intermediary will be reported to
the IRS and to the U.S. Holderas may be required under applicable regulations. Backup withholding will apply
to these payments, including payments of accrued OID, if the U.S. Holder fails to provide an accurate taxpayer
identification number or certification of exempt status or otherwise fails to comply with the applicable certification
requirements. Certain U.S. Holders are not subjectto backup withholding. Non-U.S. Holders may be required to
comply with applicable certification procedures to establish that they are not U.S. Holders in order to avoid the
application of such information reporting requirements and backup withholding.

Tax Return Disclosure Requirements

U.S. Treasury regulations requiring the reporting of certain tax shelter transactions (“Reportable
Transactions”) could be interpreted to cover and require reporting of transactions that are generally not regarded
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as taxshelters, including certain foreign currency transactions. Under theseregulations, certain transactions may
be characterized as Reportable Transactions based upon any of several indicia, including, in certain circumstances,
asale, exchange, retirement or other disposition ofa Foreign Currency Note or foreign currency received in respect
of a Foreign Currency Note to the extent that such sale, exchange, retirement or other disposition results in a tax
loss in excess of athresholdamount. Persons considering the purchase of Foreign Currency Notes should consult
with theirtax advisors to determine the taxreturn obligations, if any, with respectto an investment in such notes,
including any requirement to file IRS Form 8886 (Reportable Transaction Disclosure Statement).

Foreign Financial Asset Reporting

Certain U.S. Holders that own “specified foreign financial assets” that meet certain U.S. dollar value
thresholds generally are required to file an information report with respect to such assets with their tax retums.
The notes generally will constitute specified foreign financial assets subjectto these reporting requirements unless
the notes are held in an account at certain financial institutions (in which case the account may be reportable if
maintained by a foreign financial institution). U.S. Holders are urged to consult their tax advisors regarding the
application ofthese disclosure requirements to their ownership of the notes.

Foreign Account Tax Compliance Act

Pursuant to certain provisions ofthe Code, commonly known as the Foreign Account TaxCompliance
Act (“FATCA”), a “foreign financial institution” may be required to withhold on certain payments it makes
(“foreign passthru payments”) to persons that fail to meet certain certification, reporting, or related
requirements. The Issuer is a foreign financial institution for these purposes. A number of jurisdictions (including
the United Kingdom) have entered into, or have agreed in substance to, intergovernmental agreements with the
United States to implement FATCA (“IGAs”), which modify the way in which FATCA applies in their
jurisdictions. Under the provisions of IGAs as currently in effect, a foreign financial institution in an IGA
jurisdiction would generally not be required to withhold under FATCA oran IGA from payments that it makes.
Certain aspects ofthe application ofthe FATCA provisions and IGAs to instruments such as thenotes, including
whether withholding would ever be required pursuant to FATCA or an IGA with respect to payments on
instruments suchas the notes, are uncertain and may be subjectto change. Even ifwithholding would be required
pursuantto FATCA oran IGA with respectto payments on instruments such as the notes, such withholding would
not apply prior to the date that is two years after the date on which final regulations defining foreign passthru
paymentsare published in the U.S. Federal Registerand notes characterized as debt (or which are not otherwise
characterized as equity and have a fixed term) for U.S. federaltax purposes thatare issued on or prior to the date
that is sixmonths after the date on which final regulations defining “foreign passthru payments” are filed with the
U.S. Federal Register generally would be “grandfathered” for purposes of FATCA withholding unless materially
modified after such date. However, if additional notes (as described under “Terms and Conditions ofthe Notes—
Additional Notes”) thatare not distinguishable frompreviously issued notes are issued after the expiration of the
grandfathering period andare subject to withholding under FATCA, thenwithholding agents may treat all notes,
including the notes offered prior to the expiration of the grandfathering period, as subject to withholding under
FATCA. Holders should consult their own taxadvisors regarding how these rules may apply to their investrrent
in the notes. In the eventany withholding would be required pursuant to FATCA or an IGA with respect to
payments on the notes, no person will be required to pay additionalamounts as a result of the withholding.

UK Taxation

The following is a summary of our understanding of current United Kingdom (“UK”) law and HM
Revenue and Customs (“HMRC”) published practice (which may ormay not be binding on HMRC) relating to
the UK withholding taxationtreatment as at the date of this Base Prospectus in relation to payments of principal
and interest in respectof the notes issued by Nationwide and does not deal with other UK taxaspects of acquiring,
holding or disposing of the notes. This summary relates only to the position of persons who are absolute beneficial
owners of the notes. Prospective holders should be aware that the particular terms of issue of any series of the
notes as specified in the relevant Final Terms may affect the tax treatment of that and other series of notes. This
summary is ageneral guide and does notpurportto be a complete analysis ofalltax considerations relating to the
notes, and you should treat it with appropriate caution.
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You should seek independent professional advice should youhave any doubt as to yourtaxposition. If
you may be liable to taxation in jurisdictions other thanthe UK in respect of your acquisition, ownership, holding
and disposition of notes, you are particularly advised to consult your professional advisors as to whether you are
so liable (and if so under the laws of which jurisdictions), since the following comments relate only to certain UK
taxation aspects of payments in respect of the notes. In particular, you should be aware thatyou may be liabl to
taxation underthe laws of other jurisdictions in relationto payments in respectofthenotes, even if such payments
may be made without withholding or deduction for oron accountof taxation under the laws of the UK.

The references to “interest” in this UK Taxation summary mean “interest” as understood in UK tax law.
The statements in this summary do not take any account of any different definitions of “interest” or “principal’
which may prevailunderany other law or which may be created by the Terms and Conditions of the Notes or any
related documentation. This description of the UK withholding tax position assumes that there will be no
substitution of the Issuer of the notes pursuant to the Terms and Conditions of the Notes and does not consider
the tax consequences ofany such substitution.

UK Withholding Taxon Interest
Noteswhich arelisted ona Recognized Stock Exchange

Notes issued by Nationwide which carry a right to interest will constitute “quoted Eurobonds™ provided
they are and continue to be listed on a recognized stock exchange within the meaning of section 1005 of the
Income Tax Act 2007. The London Stock Exchange is a recognized stock exchange for those purposes. Securities
will be treatedas listed onthe London Stock Exchangeifthey are included in the Official List (within the meaning
of and in accordance with the provisions of Part 6 of the Financial Services and Markets Act 2000) and admitted
to trading on the London Stock Exchange. Provided that the notes are and continue to be quoted Eurobonds,
payments of interest onthe notes may be made without withholding or deduction for or on accountof UK inconme
tax

Other Cases

If the notes do not qualify as quoted Eurobonds, as described in “—Notes which are listed on a
Recognized Stock Exchange”, and are capable of being listed on a recognized stock exchange at the time the
interest on the notes becomes payable, interest on the notes will generally (subject to certain other exemptions
which may be available in certain circumstances) be paid under deduction of UK income tax at the rate of
(currently) 20%, subject to such reliefas may be available under the provisions of any applicable double taxation
treaty.

Other Rules Relating to UK Withholding Tax

Where notes are to be, or may fallto be, redeemed ata premium, as opposedto beingissuedat a discount
for tax purposes, then any such element of premiummay constitute a payment of interest. The discount elerrent
on Notes which are issued at a discount will not generally constitute a payment of interest for these purposes.
Payments of interestare subjectto UK withholding taxas outlined above.

In addition to the above, in relationto UK withhold ing tax, where interesthas been paid under deduction
of UK income tax, holders of notes who are not resident in the UK may be able to recoverall or part of the tax
deductedifthere is an appropriate provisionin any applicable double taxation treaty.
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TRANSFER RESTRICTIONS

We have not registered the notes under the Securities Act or any other applicable securities laws, and
they may not be offered or sold except pursuant to an effective registration statement or in accordance with an
applicable exemption fromthe registration requirements of the Securities Act. Accordingly, the notes are being
offered and sold only:

in the United States, to qualified institutional buyers, commonly referred to as “QIBS,” in
reliance on the exemption from the registration requirements of the Securities Act provided by
Rule 144A; or

outside of the United States, to certain persons, otherthan U.S. persons within the meaning of
Regulation S, in offshore transactions meeting the requirements of Rule 903 of Regulation S.

Purchasers’ Representations and Restrictions on Resale

Each purchaser of notes (other thana Placement Agent in connection with the initial issuance and sale of notes)
and each owner of any beneficial interest therein, will be deemed, by its acceptance or purchase thereof, to have
represented andagreed as follows:

@)

)

©)

@)

©)

(©)

@)

It is purchasing the notes for its own account or an account with respect to which it exercises
sole investmentdiscretion and it and any suchaccountis either (a) a QIB, and is aware that the
sale to it is being made in reliance on Rule 144A or (b) a non-U.S. person that is outside the
United States within the meaning of Regulation S;

It is not an “affiliate” (as defined in Rule 144 under the Securities Act (“Rule 144”)) of the
Issuerandis not acting on theIssuer’s behalf;

It acknowledges thatthe notes have not beenandwill not be registered under the Securities Act
or with any securities regulatory authority of any jurisdiction and may not be offered or sold
within the United States orto, or for the account or benefit of, U.S. persons except as set forth
below;

It understands and agrees that notes initially offered in the United States to QIBs will be
represented by U.S. Global Notes and that notes offered outside the United States to non-US.
persons in reliance on Regulation Swill be represented by International Global Notes;

If the purchaser s in the United Statesoris a U.S. person, it shall notresell or otherwise transfer
any of such notes except (a) to Nationwide or a Placement Agent or by, through, or in a
transaction approved by a Placement Agent, (b) within the United States to a QIB in a
transaction complying with Rule 144A underthe Securities Act, (c) outside the United States,
in compliance with Rule 903 or 904 of Regulation S under the Securities Act, (d) pursuant to
the exemption from registration provided by Rule 144 (if available) or (e) pursuant to an
effective registration statement under the Securities Act;

If the purchaser is outside the United States and is not a U.S. person, if it should resell or
otherwise transfer the notes prior to the expiration of the Distribution Compliance Period (as
defined in Regulation S) applicable to such notes, it willdo so only (a) outside the United States
in compliance with Rule 903 or 904 of Regulation S underthe Securities Actor (b)toa QIB in
compliance with Rule 144A;

It agrees thatit will give to each person towhomit transfers the notes notice of any restrictions
on transfer of such notes;
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8 It acknowledges that priorto any proposed transfer of notes (other than pursuantto an effective
registration statement) the holder of such notes may be requiredto provide certifications relating
to the mannerofsuchtransferas provided in the Indenture;

9 It acknowledges that the Trustee for the notes will not be required to accept for registration
transfer of any notes acquired by it, except upon presentation of evidence satisfactory to
Nationwide andsuch Trustee thattherestrictions set forth herein have been complied with; and

(10 It acknowledges that Nationwide, the Placement Agents and others will rely upon thetruthand
accuracy of the foregoing acknowledgements, representations and agreements and agrees that
if any of the acknowledgements, representations and agreements deemed to have been made by
its purchase of the notes are no longer accurate, it shall promptly notify Nationwide and the
Placement Agents. If it is acquiring the notes as a fiduciary or agent for one or more investor
accounts, it represents that it has sole investment discretion with respect to each such account
and it has full power to make the foregoing acknowledgements, representations, and agreenents
on behalfofeach account.

A legend to the following effect will appear on the face of notes, other than International Global Notes,
and which will be used to notify transferees of the foregoing restrictions on transfer. Additional copies of this
notice may be obtained fromthe Trustee.

“THE SECURITIES EVIDENCED HEREBY (THE “NOTES”) HAVE NOT BEEN REGISTERED
UNDER THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “U.S. SECURITIES ACT”), OR ANY
OTHER SECURITIES LAWSOF ANY STATE OR OTHER JURISDICTION. THE HOLDER HEREOF, BY
PURCHASING THE NOTES, (1) REPRESENTS THAT IT IS A “QUALIFIED INSTITUTIONAL BUYER”
(ASDEFINED IN RULE 144A UNDER THE U.S. SECURITIES ACT (“RULE 144A”)),(2) AGREES ONITS
OWN BEHALF AND ON BEHALF OF ANY INVESTOR ACCOUNT FOR WHICH IT HAS PURCHASED
NOTES THAT IT WILLNOT OFFER, SELL, PLEDGE OR OTHERWISE TRANSFER THE NOTES EXCEPT
(I) TO THE ISSUER OR ONE OR MORE PLACEMENT AGENTS FOR THE NOTES (EACH, A
“PLACEMENT AGENT” AND COLLECTIVELY, THE “PLACEMENT AGENTS”) OR BY, THROUGH
OR IN A TRANSACTION APPROVED BY A PLACEMENT AGENT, (II) SO LONG ASTHE NOTES ARE
ELIGIBLE FOR RESALE PURSUANT TORULE 144A, TO A PERSON WHO THESELLER REASONABLY
BELIEVES ISA QUALIFIED INSTITUTIONALBUYER (ASDEFINED IN RULE 144A) IN ACCORDANCE
WITHRULE 144A, (111) IN AN OFFSHORE TRANSACTION IN ACCORDANCE WITHRULE 903 OR 904
OF REGULATION S UNDER THE U.S. SECURITIES ACT, (IV) PURSUANT TO AN EXEMPTION FROM
REGISTRATION UNDER THE U.S. SECURITIES ACT PROVIDED BY RULE 144 (IF AVAILABLE), (V)
PURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT UNDER THE U.S. SECURITIES ACT OR
(M) PURSUANT TO ANY OTHER AVAILABLE EXEMPTION FROM THE REGISTRATION
REQUIREMENTS OF THE U.S. SECURITIES ACT, AND IN EACH OF SUCH CASES IN ACCORDANCE
WITH ANY APPLICABLE SECURITIES LAWS OF ANY STATE OF THE UNITED STATES OR ANY
OTHER APPLICABLE JURISDICTION. THE HOLDER OF THE NOTES, BY PURCHASING THE NOTES,
REPRESENTS AND AGREES FOR THE BENEFIT OF THE ISSUER THAT IT WILL NOTIFY ANY
PURCHASER OF THE NOTES FROM IT OF THE RESALE RESTRICTIONS REFERRED TO ABOVE. THE
ISSUER SHALL HAVE THE RIGHT PRIOR TO ANY OFFER, SALE OR TRANSFER PURSUANT TO
CLAUSE (M) ABOVE, TO REQUIRE THE DELIVERY OF AN OPINION OF COUNSEL,
CERTIFICATIONS AND/OR OTHER INFORMATION SATISFACTORY TO THE ISSUER. AS USED
HEREIN, THE TERMS “OFFSHORE TRANSACTION,” “UNITED STATES” AND “U.S. PERSON” HAVE
THE MEANINGS GIVEN TOTHEM BY REGULATION S UNDER THE U.S. SECURITIES ACT.”

“THE FOREGOING LEGEND MAY BE REMOVED FROM THIS NOTE ON SATISFACTION OF
THE CONDITIONS SPECIFIED IN THE INDENTURE REFERRED TO HEREIN.”

A legend to the following effectwill appear on the face of the International Global Notes.
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“THE SECURITIES EVIDENCED HEREBY (THE “NOTES”) HAVE NOT BEEN AND WILL NOT
BE REGISTERED UNDER THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES
ACT”), OR ANY OTHER APPLICABLE U.S. STATE SECURITIES LAWS AND, ACCORDINGLY, MAY
NOT BE OFFERED OR SOLD WITHIN THE UNITED STATES OR TO, OR FOR THE ACCOUNT OR
BENEFIT OF, U.S. PERSONS EXCEPT PURSUANT TO AN EXEMPTION FROM REGISTRATION UNDER
THE SECURITIES ACT.”

For further discussion of the requirements (includingthe presentation of transfer certificates) under the
Indenture to effect exchanges or transfers of interest in global notes and certificated notes, see the subsection
entitled “Terms and Conditions ofthe Notes—Form, Transfer, Exchange and Denomination.”
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PLAN OF DISTRIBUTION

The notes are being offered on a continuous basis for sale by usto or through Barclays Capital Inc., BofA
Securities, Inc., Deutsche Bank Securities Inc., Citigroup Global Markets Inc., Credit Suisse Securities (USA)
LLC, HSBC Securities (USA) Inc.,J.P. Morgan Securities LLC, Morgan Stanley & Co. LLC, NatWest Markets
Securities Inc., UBS Securities LLC and Wells Fargo Securities, LLC together with such other Placement Agent
as may be appointed by uswith respect to a particular tranche of notes. We refer collectively to these entities as
the “Placement Agents.” One or more Placement A gents may purchase notes, as principal, fromus from time to
time forresale to investorsand other purchasers at varying prices relating to prevailing market prices at the time
of resale as determined by any Placement Agent, or, if so specified in the applicable Final Terms, for resale ata
fixed offering price. Ifwe and a Placement Agentagree, a Placement Agentmay also utilize its reasonable efforts
on an agency basis to solicit offers to purchase the notes. Any Placement Agents of the notes thatare not US.
registered broker-dealers will agree that they will offer and sell the notes within the United States only through
U.S. registered broker-dealers. Unless otherwise described in the applicable Final Terms, we will pay a
commission to a Placement Agentdepending uponits stated maturity for notes sold through such PlacementAgent
as agent. Commissions with respect to notes with stated maturities in excess of 30 years that are sold through a
Placement Agent as an agent of ours will be negotiated between us andthatPlacement Agentat the time of such
sale.

Unless otherwisespecified in theapplicable Final Terms, any notesold to one or more Placement Agents
as principal will be purchased by such Placement Agents at a price equal to 100% of the principal amount thereof
less a percentage ofthe principalamountequal to the commission applicable toanagency sale of a note of identical
maturity. A Placement Agent may sell notes it has purchased from us as principal to certain dealers less a
concessionequalto all or any portion ofthe discount received in connection with such purchase. The Placernent
Agent may allow, and such dealers may re-allow, a discount to certain other dealers. After the initial offering of
notes, the offering price (in the case of notes to be resold at a fixed offering price), the concession and the
reallowance may be changed.

We may withdraw, cancel or modify the offering contemplated hereby without notice and may reject
offers to purchase notes in whole or in part. Each Placement Agent shall have the right to reject in whole or in
part any offerto purchase notes received by it on an agency basis.

In connection with an offering of notes purchased by one or more Placement Agents as principal on a
fixed offering price basis, such Placement Agent(s) will be permitted to engage in transactions that stabilize the
price of notes. These transactions may consist of bids or purchases for the purpose of pegging, fixing or
maintaining the price of notes. Ifthe Placement Agent creates or the Placement Agents create, as the case may be,
a short position in notes, that is, if it sells or they sellnotes in an aggregate principalamount exceeding that set
forth in the applicable Final Terms, such Placement Agent(s) may reducethatshort position by purchasing notes
in the open market. In general, purchase of notes for the purpose of stabilization ortoreducea short position could
cause theprice ofnotesto be higherthan it might be in the absence of such purchases.

Neitherwe nor any ofthe Placement Agents makes any representation or prediction as to the direction
or magnitude of any effect that the transactions described in the immediately preceding paragraph may have on
the price of notes. In addition, neither we nor the Placement Agents makes any representation that the Placement
Agents willengage in any such transactions or thatsuch transactions, once commenced, will not be discontinued
without notice.

We have agreed to indemnify the Placement Agents against some liabilities (including liabilities under
the Securities Act) orto contribute to payments the Placement Agents may be required to make in respect thereof.
We have alsoagreedto reimburse the Placement Agents for some other expenses.

The Placement Agents may fromtime to time purchaseand sellnotes in the secondary market, but they
are not obligated to doso and may discontinue any suchactivities at any time and there can be no assurance that
there will be a secondary market forthe notes or liquidity in the secondary market if one develops. Fromtime to
time, the Placement Agents may make a market in the notes.

294



The Placement Agents and certain of their affiliates are full service financial institutions engaged in
various activities, which may include securities trading, commercial and investmentbanking, financial advisory,
investment management, investment research, principal investment, hedging, financial and brokerage activities.
Certain of the Placement Agents and/or their affiliates have, directly or indirectly, performed investment and
commercial banking or financial advisory services for us, for which they have received customary fees and
commissions, and they expect to provide these services to us and our affiliates in the future, forwhich they ako
expect to receive customary fees and commissions.

In the ordinary course of their various business activities, the Placement Agents and certain of their
affiliates may make or hold a broad array ofinvestmentsand actively trade debt and equity securities (or related
derivative securities) and financial instruments (including bank loans) for their own accountand for the accounts
of their customers, and suchinvestmentand securities activities may involve securities and/or instruments of the
issueror its affiliates. If the Placement Agents or their affiliates havea lending relationship with us, certain of the
Placement Agents or their affiliates may hedge their credit exposure to us consistent with their customary risk
management policies. Typically, the Placement Agents and their affiliates would hedge such exposure by entering
into transactions which consist of either the purchase of credit default swaps or the creation of short position in
our securities or the securities of our affiliates, including potentially the notes offered hereby. Any such credit
default swaps or short positions could adversely affect future trading prices of the notes offered hereby. The
Placement Agentsand certain of their affiliates may also communicate independentinvestment recommendations,
market color or trading ideas and/or publish or express independent research views in respect of such securities
or instruments and may at any time hold, or recommend to clients that they acquire, long and/or short positions
ins such securities and instruments.

United States

Each Placement Agentsubscribing for or purchasing notes will be required to represent and agree (i) that
it will not offer or sell notes (a) as part of its distribution at any time or (b) otherwise until 40 days after the
completion ofthe distribution, as determined and certified by the relevant Placement Agent or, in the case of an
issue ofnotes ona syndicated basis, the relevant lead manager, of allnotes of the tranche of which such notes are
a part (suchperiod, the “Distribution Compliance Period”), within the United States or to, or for the account or
benefit of, U.S. persons otherthan in accordance with Rule 144A and (ii) that it will send toeachdealerto which
it sells any notes during the Distribution Compliance Period a confirmation or other notice setting forth the
restrictions on offers and sales of the notes within the United States or to, or for the account or benefit of, US.
persons. Terms used in this paragraph havethe meanings given to themby Regulation S.

United Kingdom

Each Placement Agentsubscribing for or purchasing notes agrees and each further placement agent
appointed under the medium-termnote programdescribed in this Base Prospectus thatsubscribes for or purchases
notes will be required to represent and agree that:

(] it has complied and will comply with allapplicable provisions of the UK Financial Services and
Markets Act 2000 with respect to anything done by it in relation to any notes in, from or
otherwise, involving the UK; and

2 it has only communicated or caused to be communicated and it will only communicate or cause
to be communicated an invitation or inducement to engage in investment activity (within the
meaning of section 21 of the UK Financial Services and Markets Act 2000) received by it in
connectionwith the issue or sale of the notes in circumstances in which section 21(1) ofthe UK
Financial Services and Markets Act 2000 would not, if Nationwide was not an authorized
person, apply to Nationwide.

Prohibition of sales to EEA and UK retail investors
Each Placement Agent has represented and agreed, and each further placement agent appointed under

the medium-term note programdescribed in this Base Prospectus will be required to represent and agree, that it
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has not offered, sold or otherwise made available and will not offer, sell or otherwise make available any notes
which are the subject of the offering contemplated by this Base Prospectus as completed by the Final Tems in
relation theretotoany retail investor in the European Economic Area or in the United Kingdom. For the purposes
of this provision:

a) theexpression‘“retailinvestor” meansapersonwho is one (or more) of the following:

@ a retail client as defined in point (11) of Article 4(1) of Directive 2014/65/EU (as
amended, “MiFID II”); or

2 a customer within the meaning of Directive (EU) 2016/97 (the “Insurance Distribution
Directive”), where that customerwould not qualify as a professional client as defined in point
(10) of Article 4(1) of MiFID II; or

3) not a qualified investor as defined in the Prospectus Regulation; and

b) theexpressionan offer includesthecommunication in any formand by any means of sufficient information
on the terms of the offer and the Notes to be offered so as to enable an investor to decide to purchase or
subscribeforthe notes.

Australia

This Base Prospectus and offers of notes are only made available in Australia to persons to whoma
disclosure documentsuchas a prospectus or product disclosure statementis not required to be givenunder either
Chapter 6D or Part 7.9 of the Australian Corporations Act 2001 (Cth) (the Australian Corporations Act). This
documentis not a prospectus, product disclosure or any other form of formal “disclosure document” for the
purposes of Australian law, and is not required to, and does not, contain all the information which would be
required in a productdisclosure statementor prospectus under Australian law. No prospectus or other disclosure
document (as definedin the Australian Corporations Act) in relation to the medium-termnote programdescribed
in this Base Prospectus orany notes has been, orwill be, lodged with the Australian Securities and Investrrents
Commission (ASIC), or the ASX Limited or any other regulatory body or agency in Australia. The persons
referred to in this document may nothold Australian financial services licenses. No cooling off regime applies to
an acquisitionofthe notes. Inno circumstances is this document to be used by a “retail client” (for the purposes
of the Australian Corporations Act) forthe purposes of making a decisionabout a financial product.

This Base Prospectus contains general advice only and does not take into account the investrrent
objectives, financial situations or needs ofany particular person.

Each purchaser of notes (other than a Placement Agent in connection with the initial issuance and sale
ofnotes) andeach owner of any beneficial interesttherein, will be deemed, by its acceptance or purchase thereof,
to have represented and agreed that, unless the relevant Final Terms (or a relevant supplement to this Base
Prospectus) otherwise provides, it:

@) has not made or invited, and will not make or invite, an offer of the notes for issue or sak in
Australia (includingan offer or invitation which is received by a person in Australia); and

(b) has not distributed or published, and will not distribute or publish, this Base Prospectus or any
other offering material or advertisement relating to the notes in Australia,

unless:

0] the aggregate consideration payable by each offeree is at least A$500,000 (or its equivalent in
an alternative currency, in either case, disregarding moneys lent by the offeror or its associates) or the offer or
invitation does not otherwise require disclosure toinvestors under Parts 6D.2 or 7.9 of the Australian Corporations
Act;
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(i) the offer orinvitation does not constitute an offer to a “retail client” for the purposes of section
761G and 761GA of the Australian Corporations Act;

(i) such action complies with any applicable laws, regulations and directives (including without
limitation, the licensing requirements set out in Chapter 7 of the Australian Corporations Act) in Australia; and

(iv) such action does not require any document to be lodged with ASIC.

There may be restrictions on the offer for re-sale of any notes in Australia fora period of 12 months after
theirissue. Because of theserestrictions, investors are advisedto consult legal counsel prior to making any offer
for re-sale of any notes in Australia.

Canada

Each purchaser of notes (other than a Placement Agent in connection with the initial issuance and sale
ofnotes) andeach owner ofany beneficial interesttherein, willbe deemed, by its acceptance or purchase thereof,
to have represented and agreed thatthe notes may be sold only to purchasers in Canadapurchasing, or deemed to
be purchasing, as principal that are accredited investors, as defined in National Instrument 45-106 Prospectus
Exemptions orsubsection 73.3(1) of the Securities Act (Ontario), and are permitted clients, as defined in National
Instrument 31-103 Registration Requirements, Exemptions and Ongoing Registrant Obligations. Any resak of
the notes must be made in accordance with an exemption from, or in a transaction not subject to, the prospectus
requirements of applicable securities laws.

Hong Kong

Each purchaser of notes (other than a Placement Agent in connection with the initial issuance and sale
ofnotes) andeach owner of any beneficial interesttherein, willbe deemed, by its acceptance or purchase thereof,
to have representedandagreed that:

0] it has not offered orsold and will not offer or sell in Hong Kong, by means of any docunent,
any Notes except for notes which are a “structured product” as defined in the Securities and Futures Ordinance
(Cap.571) ofHong Kong (the SFO) other than (a) to “professional investors” as defined in the SFO and any rules
made underthe SFO; or (b) in other circumstances which do not result in the document being a “prospectus”as
defined in the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Cap. 32) of Hong Kong (the
C(WUMP)O) orwhich do not constitute an offer to the public within the meaning of the C(WUMP)O; and

(i) it has notissued orhad in its possession for the purposes of issue, and will not issue orhavein
its possession for the purposes of issue, whether in Hong Kong or elsewhere, any advertisement, invitation or
documentrelating to the notes, which is directedat, or the contents of which are likely to be accessed or read by,
the public of Hong Kong (except if permitted to do so under the securities laws of Hong Kong) other than with
respect to notes which are or are intended to be disposed of only to persons outside Hong Kong or only to
“professional investors” as defined in the SFO and any rules made underthe SFO.

Japan

The notes havenotbeenandwill not be registered under the Financial Instruments and Exchange Act of
Japan (Act No. 25011948, as amended, the FIEA). Accordingly, each purchaser of notes (other thana Placenent
Agent in connection with theinitial issuanceand sale of notes) and each owner of any beneficial interesttherein,
will be deemed, by its acceptance or purchase thereof, to haverepresented and agreed that it has notand will not
offeror sell any notes, directly or indirectly, in Japan orto, or for the benefit of, any resident of Japan as defined
under Item 5, Paragraph 1, Article 6 of the Foreign Exchange and Foreign Trade Act (Act No. 228 of 1949, as
amended), or to others for reoffering or resale, directly or indirectly, in Japan or to, or for the benefit of, any
resident of Japan, except pursuant to an exemption from the registration requirements of, and otherwise in
compliance with the FIEA and any other applicable laws, regulations and ministerial guidelines of Japan.
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Singapore

Each purchaser of notes (other than a Placement Agent in connection with the initial issuance and sale
ofnotes) andeach owner of any beneficial interesttherein, willbe deemed, by its acceptance or purchase thereof,
to have acknowledged that this Base Prospectus has not been registered as a prospectus with the Monetary
Authority of Singapore. Accordingly, each purchaser of notes (other thana Placement Agent in connection with
the initial issuance and sale of notes) and each owner of any beneficial interest therein, will be deemed, by its
acceptance or purchase thereof, to haverepresented and agreed thatit has notoffered or sold any notes or caused
the notes to be made the subject of an invitation for subscription or purchase and will not offer or sell any notes
or cause the notes to be made the subject ofan invitation for subscription or purchase, and has not circulated or
distributed, norwillit circulate or distribute, this Base Prospectus or any other document or material in connection
with the offer orsale, or invitation for subscription or purchase, of the notes, whether directly or indirectly, toany
person in Singapore other than (i) to an institutional investor (as defined in Section 4A of the Securities and
Futures Act (Chapter 289) of Singapore, as modified or amended fromtime to time (the “SFA”)) pursuant to
Section 274 of the SFA (ii) to a relevant person (as defined in Section 275(2) of the SFA) pursuant to Section
275(1) of the SFA, orany person pursuant to Section 275(1A) of the SFA, and in accordance with the conditions
specified in Section 275 of the SFA or (iii) otherwise pursuant to, and in accordance with the conditions of, any
otherapplicable provision ofthe SFA.

Where notes are subscribed or purchased under Section 275 of the SFA by a relevant personwhich is:

@ a corporation (which is not an accredited investor (as defined in Section 4A of the SFA)) the
sole business of which is to hold investments and the entire share capital of which is owned by one or more
individuals, each of whomis an accredited investor; or

() atrust (wherethetrustee is notan accredited investor) whose sole purposeis to hold investments
and each beneficiary ofthetrust is an individual who is an accredited investor,

securities or securities-based derivatives contracts (each termas defined in Section 2(1) of the SFA) of
that corporation or thebeneficiaries’ rights and interest (howsoever described) in that trust shallnot betransfemred
within sixmonths after that corporation or thattrust has acquired the notes pursuant to an offer made under Section
275 ofthe SFA except:

0] to an institutional investor or to a relevant person defined in Section 275(2) of the SFA, or to
any person arising froman offer referred to in Section 275(1A) or Section 276(4)(i)(B) of the SFA;

(i) where no consideration is orwill be given forthe transfer;
(i) where the transfer is by operation of law; or
(iv) as specified in Section276(7) ofthe SFA.

In connection with Section 309B of the SFA and the CMP Regulations 2018, the Issuer has, unless
otherwise specified before an offer of notes, determined the classification of all notes to be issued under the
medium-term note programdescribed in this Base Prospectus as prescribed capital markets products (as defined
in the CMP Regulations 2018) and Excluded InvestmentProducts (as defined in MAS Notice SFA 04-N12: Notice
on the Sale of Investment Products and MAS Notice FAA-N16: Notice on Recommendations on Investrent
Products).

Switzerland

This Base Prospectus is not intended to constitute an offer or solicitation to purchase or invest in the
notes described herein. The notes may notbe publicly offered, sold oradvertised, directly or indirectly, in, into or
from Switzerland and will not be listed onthe SIX Swiss Exchange oronany other exchange or regulated trading
facility in Switzerland. Neitherthis Base Prospectus norany other offering or marketing material relating to the
notes constitutes a prospectus as such termis understood pursuant to article 652a or article 1156 of the Swiss
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Code of Obligations, and neither this Base Prospectus nor any other offering or marketing material relating to the
notes may be publicly distributed or otherwise made publicly available in Switzerland.

Neitherthis Base Prospectus norany other offering or marketing material relating to the offering, nor the
notes have beenorwill be filed with orapproved by any Swiss regulatory authority. The notes are not subject to
the supervision by any Swiss regulatory authority, such as the Swiss Financial Markets Supervisory Authority
FINMA (FINMA), and investors in the notes will not benefit fromprotection or supervision by such authority.
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SETTLEMENT

Unless otherwise agreed between the relevant Placement Agents and Nationwide, you must pay the
purchaseprice ofthe notes in immediately available funds in the applicable specified currency in New York City
five U.S. business days (assuchtermis used for purposes of Rule 15¢6-1 of the U.S. Securities Exchange Act of
1934, as amended (the “Exchange Act”)) after the trade date (such settlement cycle beingreferred to as “T+5).
Under Rule 15c6-1 of the Exchange Act, trades in the secondary market generally are required to settle in two
business days unless the parties to any such trade expressly agree otherwise. Accordingly, purchasers who wish
to trade the securities on the date of pricing or the next two succeeding business days will be required, by virtue
ofthe fact that the securities initially will settle in T+5to specify an alternative settlement cycle at the time of any
such tradeto prevent failed settlement. Purchasers of the securities who wish to make suchtrades should consult
theirown advisors.

INDEPENDENT AUDITORS

The financial statements as at April 4, 2019 and 2018, and for the years then ended, incorporated by
reference in this Base Prospectus, have been audited by PricewaterhouseCoopers LLP, independent auditors, as
statedin their reports incorporated by reference herein.

Atthe Society’s annual general meeting held onJuly 18,2019, the members ofthe Society approved the
appointment of Ernst & Young LLP (“EY”), Chartered Accountants and Registered Auditors, as the Society’s
auditors for the financial yearending April 4, 2020. EY has no material interest in the Group .

The financial statements as at April 4, 2020, and for the year then ended, incorporated by reference in
this Base Prospectus, have been audited by Ernst & Young LLP, independent auditors, as stated in their report
incorporated by reference herein.

LEGAL MATTERS

Certain legal matters will be passedupon forus by Allen & Overy LLP, our United States and English
counsel, with respect tomatters of New York law, U.S. federal lawand English law and for the Placement Agents
by Linklaters LLP, London, Englandwith respectto matters of New York law, U.S. federal law and English law.
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GENERAL INFORMATION
Our principal office is Nationwide House, Pipers Way, Swindon SN38 INW, England.

The admission of the medium-term note program described in this Base Prospectus to trading on the
regulated market of the London Stock Exchange is expected to take effecton oraround August 19, 2020.
The price of the notes onthe price list of the London Stock Exchange will be expressed as a percentage
of theirprincipalamount (exclusive ofaccrued interest). Any series of notes will be admitted to trading
on the regulated market ofthe London Stock Exchange upon submission to the London Stock Exchange
of the relevant Final Terms and any other information required by the London Stock Exchange, subject
to the issue oftherelevant notes. Prior to admission to trading, dealings will be permitted by the London
Stock Exchange in accordance with its rules. Transactions will normally be effected for delivery on the
third working day in New York after the day of the transaction, unless otherwise agreed between the
relevant Placement Agents and Nationwide.

The Global Notes have been accepted for clearance through DTC or its nominees. If the Global Notes
are to clear through an additional or alternative clearing systemthe appropriate information will be
specified in the relevant Final Terms.

The yield is calculated at the Issue Date on the basis of the issue price. It is not an indication of future
yield.

There are no governmental, legal or arbitration proceedings (including any proceedings which are
pending orthreatened) of which Nationwide or its subsidiaries is aware in the 12 months preceding the
date of this document which may have orhavehadin the recent pasta significant effecton thefinancial
position or profitability of Nationwide or its subsidiaries.

Since April 4, 2020, being the date to which our most recent audited consolidated financial statements
have been prepared, there has been no significant change in the financial performance or financial
position of Nationwide and its subsidiaries. Save as disclosed in “Risk Factors—Risks relating to the
impact of Covid-19”and “Description ofthe Society—Recent Developments—Prospects”, there has been
no material adverse change in our prospects since April 4, 2020.

Forso long as themedium-termnote programdescribed in this Base Prospectus remains in effect or any
notes shall be outstanding, copies and, where appropriate, the following documents may be inspected at
https://www.nationwide.co.uk/about/investor-relations/funding-programmes/us-mtn-programme:

@) our constitutivedocuments;

(b) this Base Prospectus in relation to the senior and subordinated medium-term note program
together with any amendments;

(© the Private Placement Agency Agreement;
@ the Indenture;

(e) our most recent publicly available audited consolidated financial statements beginning with
such financial statements as of and for the years ended April 4, 2020, 2019 and 2018;

) the audit report of EY in respect of ouraudited consolidated financial statements as of and for
the yearended April 4, 2020; and

@ any Final Terms relating to notes issued under the medium-termnote programdescribed in this
Base Prospectus.
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There are no material contracts having been entered into outside the ordinary course of our business, and
which could resultin any group member being under an obligation or entitlement that is material to our
ability to meet our obligation to noteholders in respect of the notes being issued.

Issue of notes under the medium-term note program described in this Base Prospectus have been
authorized by resolutions of our Board of Directors passed on March 16, 2005 and minutes of delegation
of our Group Finance Director dated December 1, 2016.

302



GLOSSARY OF FINANCIAL TERMS

Certain financial terminology used by building societies in the UK differs fromthat used by financial
institutions in the United States. The following is a summary of such differences as they relateto our consolidated
financial statements. We have used some of the following U.S. terms and descriptions throughout this Base

Prospectus.

UK Termusedin financial statements

U.S. equivalent or brief description

Accounts

Allotted

Amounts written off
Cashinhand

Debt securitiesin issue

Fees and commissions payable
Fees and commissions receivable
Freehold

General reserve

Income and Expenditure Account
Interest payable

Interest receivable

Life assurance

Loans and advances

Loans fully secured onresidential property
Loans in arrears

Loans in repossession

Loans with interest suspended

Permanent interest bearing shares and subscribed
capital

Profit

Provisions forbad and doubtful debts (in the balance
sheet)

Provisions for bad and doubtful debts (in the income
statement)

Revaluation reserve

Shares (UK retail member deposits)

Tangible fixed assets

Financial statements

Issued

Amounts charged off, orwritten-off

Cash

Debt

Fees and commissions expense

Fees and commissions income

Ownership with absolute rights in perpetuity
Retained earnings

Income Statement

Interest expense

Interestincome

Life insurance

Loans orLendings

Residential mortgage loans

Past due loans

Acquired property, foreclosed assets or Other Real
Estate Owned

Loans in non-accrual status

No direct U.S. equivalent

Income
Allowance for loan losses

Provisions for loan losses
No direct U.S. equivalent

No direct U.S. equivalent
Property, Plant & Equipment or Fixed Assets
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