The Royal Bank of Scotland Group plc
Annual General Meeting

19 April 2011

The Royal Bank of Scotland Group plc will hold its Annual General Meeting at 2.00 pm today. The
meeting will deal with the proposed resolutions as set out in the Notice of Meeting issued to
shareholders on 16 March 2011. The following is an extract from the speech to be made by Philip
Hampton, Chairman, at the meeting.

“Since our last meeting twelve months ago, there have been no additions to the Board. However, we
have welcomed a new Group Secretary in Aileen Taylor. Aileen took over from Miller McLean last May,
having been Deputy Secretary since 2007.

Colin Buchan will stand down in the summer after nine years on the Board and | would like to thank him
again for his commitment as a Director and especially for the help he has given me and his support for
the new management team in recent years. | would also like to thank him for his enormous efforts as
Chairman of the Remuneration Committee during a particularly difficult period of transition until his hand
over in July 2010 to Penny Hughes.

We also have our management team present today. In particular | would like to mention John Hourican,
Chief Executive of Global Banking and Markets, Brian Hartzer, Head of UK Retail, Wealth and Ulster
Bank, Nathan Bostock, Head of Restructuring and Risk, and Ron Teerlink, Chief Administrative Officer.
Under Stephen Hester’s leadership, they have continued to do an excellent job in moving RBS forward.

At this meeting a year ago, | said RBS had begun its transition from problem to opportunity, an
opportunity for the UK Government and, of course, for you and all our other shareholders.

Well, a year on and now halfway into our turnaround plan, | am pleased to say our businesses are
shaping up and our recovery is clearly underway. We have made particular progress on reducing risk
and refocusing the Group. There is still a lot of work to do and many obstacles to overcome, but we are
on track to meet our ambitious goals.

As you can see our 2010 results were a big improvement on the year before. At Group level, RBS
posted £1.9 billion of operating profit compared with a loss of £6.1 billion in 2009. After taking account of
restructuring costs and the post-tax effect of participating in the Asset Protection Scheme, we reported a
net attributable loss of £1.1 billion, much lower than losses in recent years.

When we launched our five-year strategic plan over two years ago, RBS was on its knees. The scale of
the task that was before us was enormous but our goals were simple and clear. We have, first of all, to
serve our customers well and we have to make the bank strong, safe and able to stand alone without
Government support. If we do that, we’ll create value for all shareholders and in doing so enable the
Government to sell its stake.

The strategic plan set out how we would get there. First, we had to concentrate on nurturing our Core
bank - the businesses that we are good at and which will make up the new RBS by 2013. Second, we
had to reduce risk. This is what lies behind the creation of the Non-Core bank — the businesses that we
should not have been in or cannot support in the future, which we are selling or running down to make
the bank safer. And finally, we had to change the way the company thought and worked. We needed to
adopt a new approach to managing risk and remember that customers had to be our central focus.

The plan is on track. The Core bank — the new RBS if you like — is getting stronger. The Core bank
made an operating profit of £7.4 billion last year. That's below the figure for 2009 but that year’s profit
reflected exceptionally strong performance from the investment bank. In 2010, you can see we had a
much better mix, a more sustainable mix. The Retail and Commercial businesses contributed half of
Core profits, up from a quarter in 2009. That is the plan working.

Aside from the insurance business, which we expect to sell in the second half of 2012, this next slide
should tell you what the new RBS will look like once our transformation is complete.



As you can see 2010 was more of a normal year for Global Banking and Markets after the very high
profits of the previous year but the important thing to note and which | am very pleased about is that we
are competing and more than holding our own with the best in the world. At the same time, our Retail
and Corporate businesses have done well in the challenging market in the UK in 2010 as we put our
emphasis on making sure the customer comes first.

We did, however, make substantial losses in Ulster Bank. Even though we made big savings on costs,
the economic issues in Ireland drove impairments up by 79%. RBS Insurance also had a difficult year,
not helped by the terrible weather in the run-up to Christmas, but management actions are beginning to
turn the business around and underlying profitability is coming back toward more acceptable levels.

We're ahead of schedule on making the Non-Core division smaller as we sell, wind down or run off the
legacy businesses from the old RBS. We have reduced the size of the Non-Core asset base by £120
billion since 2008, £63 billion in 2010 alone. This is a significant achievement.

I'd also like to tell you about an important decision our Board has taken today which will greatly simplify
the way we serve our clients in Global Banking and Markets and Global Transaction Services. We
approved the proposed transfers of most of the business activities carried out by RBS NV, the Dutch
legal entity, across the 33 countries in which it currently operates to RBS plc. It will take until the end of
2013 to complete this but it is a really significant step in the streamlining of our Group.

The funding profile is also improving as part of our drive to make the bank safer. The Group’s ratio of
loans to deposits improved to 117% from 135%. We want to get to 100% by 2013 and in the Core Group
we have already achieved that gold standard — £1 of deposits for every £1 of lending.

We’'ve also halved our reliance on short-term funding from the money markets and raised our Core Tier
one capital ratio to more than 10% from 4% at its weakest point.

It's only by making RBS safe and strong that we will be able to create the new RBS that has no taxpayer
investment. Of course, the timing of any sale of RBS shares by the UK Government is a matter for them.
We, however, are doing everything we can to ensure that we are an attractive proposition for investors.
Every penny change in our share price represents £900 million of value to the taxpayer, so we are well
aware of our responsibility to get things right.

That's why our plan is important. Of course, while things are much better than they were even a year
ago, there are still obstacles on the way. The global economy is still recovering and there are still
potential regulatory challenges in the pipeline.

We are wholehearted supporters of the improvements in standards of banking regulation that have
taken place since 2008. The process, led by the Basel Committee, is getting us to the right place,
creating a much safer financial services industry, and there is some important work going on in the
design of bank resolution and recapitalisation mechanisms such as bail-ins. We do need to make further
progress on these to ensure that in any future crisis, the taxpayer won't be on the hook.

You will, I am sure, have noted the interim report from the Independent Commission on Banking last
week. As | have said, we fully endorse the need for the banking system to be made safer and more
stable, and we will continue to engage constructively with the Commission in the next consultation
phase as it continues its important work. We will have to work hard to mitigate the impact of additional
costs arising from the ICB changes, and we will, of course, do everything we can within our business to
absorb these through continued control of our own expenses base. However, it seems inevitable that
customers and shareholders will be impacted by additional costs. There is an important balance to be
struck by policymakers.

We want our businesses to be well-balanced, to be anchored in the UK and in retail and corporate
banking. Wholesale banking should be driven by customer demand. Our management should be open,
transparent and thorough in managing risk. The job is not done, but we are making good progress.

We've also been taking a close look at the Davies Report on getting more women in the boardrooms.
This is an important issue. Women are clearly underrepresented at senior levels in the banking industry,
particularly in investment banking. We are currently looking for new Directors and hope that we will be
able to identify women of appropriate quality.

But it shouldn't just be about simple quotas. We have to create the conditions to foster talent so that
more women achieve more in their careers.

That's why we made greater female engagement a priority in 2010. We put the focus on recruitment,
progression, development and networks. We worked hard to ensure that at least one woman featured
on the shortlist for executive vacancies. We also rolled out a global diversity training module focusing on
the subject of ‘unconscious bias’ to all employees internationally.



We are committed to supporting women at RBS to reach their full potential through a combination of
leadership development programmes and supportive policies and | am really pleased to note that RBS
was again named as one of the top 50 places for women to work in The Times newspaper last week.

We've also been doing a lot to support working families. I'm really pleased to say that in 2010, our UK
‘family friendly’ policies were short listed in two categories in the Working Families Awards. We won the
Best Back-Up Childcare category and were also placed in the top 30 Employers for Working Families.

The new RBS must grow in a sustainable and responsible manner, supporting local communities where
we operate and playing our part in addressing key social and environmental challenges. In our home
base in the UK, we are playing our part in securing the economic recovery. As you can see from the
slide above, we pay billions in taxes and employ nearly 100,000 people.

We're also committed to responsible lending and supporting enterprise in every way we can. In the
Retail bank, we have launched our Customer Charter, a set of 14 commitments about how we deliver
helpful banking, and our SME Charter, which focuses on helping small and medium-sized businesses
grow, giving them access to finance and transparency on lending decisions. We are very much open for
business and indeed are approving some 5,000 loans a week. Not only did we meet our lending
commitments, we exceeded them and are punching above our weight.

We have to put customers at the heart of everything we do. We, and in that | do include the UK banking
industry as a whole, haven't necessarily been good at this in the past. Our growth must now come from
helping our customers grow. That's the only way forward.

We sell services but think about the world of manufactured goods. If a customer buys a manufactured
product almost anywhere in the world they can confidently expect it to work perfectly and last for a very
long time. There’s a level of excellence that's now taken for granted but is the product of years of
dedicated quality improvements. Perfection is harder to define in service industries, but few would doubt
that banks should be capable of making transformational journeys in their approach to customer service
and satisfaction.

I hope you can see we are changing the way RBS operates as we build the RBS of the future. Our goal
remains to be a collection of market-leading businesses which together form a universal bank that is
among the best in the world.

In order to deliver this goal we need talented and motivated people and we need to be able to pay them
fairly. 1 know that pay is an important issue for many shareholders and therefore we have made full
disclosure of our remuneration policy in the Remuneration Report within the Annual Report and
Accounts.

We made significant changes to the structure of pay in 2009 and have continued to develop our
remuneration policy since then. Earlier this year Penny Hughes, Chair of Remuneration Committee
consulted extensively with our majority shareholder, UKFI, institutional shareholders and other
stakeholders on our remuneration approach. They generally recognised the need to make a commercial
judgement on this issue. About 46,000 people have joined the Group since the crisis. It is important to
remember we have to motivate all staff and that only a tiny minority were responsible for the problems
RBS encountered, all of whom have now left.

We were also involved in Project Merlin which led to commitments by the UK's largest banks on pay,
including an agreement to lower aggregate bonus pools in the UK, and increased disclosure on pay.

Overall we have tried to strike an appropriate balance between paying people at a level so they are
motivated to stay with the bank, and showing restraint to reflect the concerns we have heard.

We had to change and we have changed. | believe that in the next year or so we will finally prove that
RBS has become the opportunity we know it can and must be.”

The slides referred to above are available at www.rbs.com/ir
Contacts

Jason Knauf

Head of Group Media Centre

0131 523 4414



IMPORTANT INFORMATION

Certain sections in this presentation contain ‘forward-looking statements’ as that term is defined in the
United States Private Securities Litigation Reform Act of 1995, such as statements that include the
words ‘expect’, ‘estimate’, ‘project’, ‘anticipate’, ‘believes’, ‘should’, ‘intend’, ‘plan’, ‘probability’, ‘risk’,
‘Value-at-Risk (VaR)', ‘target’, ‘goal’, ‘objective’, ‘will’, ‘endeavour’, ‘outlook’, ‘optimistic’, ‘prospects’ and
similar expressions or variations on such expressions.

In particular, this presentation includes forward-looking statements relating, but not limited, to: the
Group’s future financial performance; the planned reduction in non-core assets; the achievement of
certain key performance targets, including those related to loan:deposit ratio, short-term wholesale
funding and Core Tier 1 Capital; and plans to hire additional personnel in the UK in 2011. These
statements are based on current plans, estimates and projections, and are subject to inherent risks,
uncertainties and other factors which could cause actual results to differ materially from the future
results expressed or implied by such forward-looking statements.

Factors that could cause actual results to differ materially from those estimated by the forward-looking
statements contained in this presentation include, but are not limited to: general geopolitical and
economic conditions in the UK and in other countries in which the Group has significant business
activities or investments, including the United States; the global economy and instability in the global
financial markets, and their impact on the financial industry in general and on the Group in particular; the
full nationalisation of the Group or other resolution procedures under the Banking Act 2009; the
monetary and interest rate policies of the Bank of England, the Board of Governors of the Federal
Reserve System and other G7 central banks; inflation; deflation; unanticipated turbulence in interest
rates, yield curves, foreign currency exchange rates, credit spreads, bond prices, commodity prices and
equity prices, and volatility and correlation risks; ineffective management of capital; changes to the
valuation of financial instruments recorded at fair value; competition and consolidation in the banking
sector; HM Treasury exercising influence over the operations of the Group; changes in UK and foreign
laws, regulations, accounting standards and taxes, including changes in regulatory capital regulations
and liquidity requirements; a change of UK Government or changes to UK Government policy; changes
in the Group’s credit ratings; the Group’s participation in the APS and the effect of such Scheme on the
Group’s financial and capital position; the conversion of the B Shares in accordance with their terms; the
ability to access the contingent capital arrangements with HM Treasury; limitations on, or additional
requirements imposed on, the Group’s activities as a result of HM Treasury’s investment in the Group;
the Group’s ability to attract or retain senior management or other key employees; changes in the
pricing environment; the financial stability of other financial institutions, and the Group’s counterparties
and borrowers; the value and effectiveness of any credit protection purchased by the Group; the extent
of future write-downs and impairment charges caused by depressed asset valuations; the ability to
achieve revenue benefits and cost savings from the integration of certain of RBS Holdings N.V.’s
businesses and assets; impairments of goodwill; pension fund shortfalls; litigation and regulatory
investigations; insurance claims; reputational risk; general operational risks; the inability to hedge certain
risks economically; the ability to access sufficient funding to meet liquidity needs; the ability to complete
restructurings on a timely basis, or at all, including the disposal of certain non-core assets and assets
and businesses required as part of the EC State Aid approval; the adequacy of loss reserves;
acquisitions or restructurings; technological changes; changes in consumer spending and saving habits;
and the success of the Group in managing the risks involved in the foregoing.

The forward-looking statements contained in this presentation speak only as of the date of this
presentation, and the Group does not undertake to update any forward-looking statement to reflect
events or circumstances after the date hereof or to reflect the occurrence of unanticipated events.

The information, statements and opinions contained in this presentation do not constitute a public offer
under any applicable legislation or an offer to sell or solicitation of any offer to buy any securities or
financial instruments or any advice or recommendation with respect to such securities or other financial
instruments.

ENDS
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Important Information >« RBS

The Rayal Bank of Scotland Group

Certain sections in this presentation contain ‘forward-looking statements’ as that term is defined in the United States Private Securities Litigation
Reform Act of 1995, such as statements that include the words ‘expect’, ‘estimate’, ‘project’, ‘anticipate’, ‘believes’, ‘should’, ‘intend’, ‘plan’,
‘probability’, ‘risk’, ‘Value-at-Risk (VaR)’, ‘target’, ‘goal’, ‘objective’, ‘will’, ‘endeavour’, ‘outlook’, ‘optimistic’, ‘prospects’ and similar expressions or
variations on such expressions.

In particular, this presentation includes forward-looking statements relating, but not limited, to: the Group’s future financial performance; the planned
reduction in non-core assets; the achievement of certain key performance targets, including those related to loan:deposit ratio, short-term wholesale
funding and Core Tier 1 Capital; and plans to hire additional personnel in the UK in 2011. These statements are based on current plans, estimates
and projections, and are subject to inherent risks, uncertainties and other factors which could cause actual results to differ materially from the future
results expressed or implied by such forward-looking statements.

Factors that could cause actual results to differ materially from those estimated by the forward-looking statements contained in this presentation
include, but are not limited to: general geopolitical and economic conditions in the UK and in other countries in which the Group has significant
business activities or investments, including the United States; the global economy and instability in the global financial markets, and their impact on
the financial industry in general and on the Group in particular; the full nationalisation of the Group or other resolution procedures under the Banking
Act 2009; the monetary and interest rate policies of the Bank of England, the Board of Governors of the Federal Reserve System and other G7
central banks; inflation; deflation; unanticipated turbulence in interest rates, yield curves, foreign currency exchange rates, credit spreads, bond
prices, commodity prices and equity prices and volatility and correlation risks; ineffective management of capital; changes to the valuation of financial
instruments recorded at fair value; competition and consolidation in the banking sector; HM Treasury exercising influence over the operations of the
Group; changes in UK and foreign laws, regulations, accounting standards and taxes, including changes in regulatory capital regulations and liquidity
requirements; a change of UK Government or changes to UK Government policy; changes in the Group’s credit ratings; the Group’s participation in
the APS and the effect of such Scheme on the Group’s financial and capital position; the conversion of the B Shares in accordance with their terms;
the ability to access the contingent capital arrangements with HM Treasury; limitations on, or additional requirements imposed on, the Group’s
activities as a result of HM Treasury’s investment in the Group; the Group’s ability to attract or retain senior management or other key employees;
changes in the pricing environment; the financial stability of other financial institutions, and the Group’s counterparties and borrowers; the value and
effectiveness of any credit protection purchased by the Group; the extent of future write-downs and impairment charges caused by depressed asset
valuations; the ability to achieve revenue benefits and cost savings from the integration of certain of RBS Holdings N.V.’s businesses and assets;
impairments of goodwill; pension fund shortfalls; litigation and regulatory investigations; insurance claims; reputational risk; general operational risks;
the inability to hedge certain risks economically; the ability to access sufficient funding to meet liquidity needs; the ability to complete restructurings on
a timely basis, or at all, including the disposal of certain non-core assets and assets and businesses required as part of the EC State Aid approval;
the adequacy of loss reserves; acquisitions or restructurings; technological changes; changes in consumer spending and saving habits; and the
success of the Group in managing the risks involved in the foregoing.

The forward-looking statements contained in this presentation speak only as of the date of this presentation, and the Group does not undertake to
update any forward-looking statement to reflect events or circumstances after the date hereof or to reflect the occurrence of unanticipated events.

The information, statements and opinions contained in this document do not constitute a public offer under any applicable legislation or an offer to sell
or solicitation of any offer to buy any securities or financial instruments or any advice or recommendation with respect to such securities or other
financial instruments.



Our Full Year Headline Figures 2« RBS

The Rayal Bank of Scotland Group

2010 2009

£bn £bn
Core
Core Revenue 29.6 31.9
Operating Expenses (14.4) (15.0)
Insurance claims (4.0) (3.8)
Impairments (bad debts) (3.8) (4.7)
Core Operating Profit? 7.4 8.5
Non-Core Operating Loss (5.5) (14.6)
Group Operating Profit! 1.9 (6.1)
Non-Operating Items (2.1) 4.2
Pre Tax Loss (0.2) (1.9)
Attributable Loss (1.1) (3.6)

1 Excluding fair value of own debt and other non-operating items 3



What is the Strategic Plan? 2« RBS

The Rayal Bank of Scotland Group

There are 3 main elements of the strategic plan:

Non-Core:

Core Bank: Creating value Sl

This will be the ‘new’ RBS by 2013.

Businesses and assets which we

A collection of businesses that will be either should not have been in or
nurtured and developed to their full cannot support in the future.
BSlEE! The Non-Core division plays an
Each business must become strong in its essential role in managing the
own right, with leading customer assets and businesses we need to
positions while connecting well to and exit through sale or wind down to
complementing other Group businesses. become safe and strong again as
a Group.

{ ¢ ¢ ¢ Business principles 2 I B A
Management and cultural change, a new approach to risk management and
a clear strategy based on sustainability, accountability and customer focus.



The Core Bank is Strengthening 2« RBS

The Rayal Bank of Scotland Group

Group Core Operating Profit (Ebn)?! -
In 2010, we saw a shift in the

balance between GBM and
Retail and Commercial.

0 5.0 10.0

2009

GBM profits were Retail and Commercial
abnormally strong .
in Q1 2009 contl.nue's to grow stronge.r,
2010 contributing 1/2 of Core profits,
compared to 1/4 last year.
B Retail and Commercial © GBM GBM income returned to more
“normal” levels, following
Strong gains in Retall exceptionally strong market

and Commercial were conditions at the start of 2009.
offset by lower GBM

performance

1 Excluding fair value of own debt and other non-operating items, RBS Insurance and Central Items. .



Full Year Core Busifiess Results in Detail > RBS

The Rayal Bank of Scotland Group

2010 Core bank

Global Banking and Markets (GBM):

operating profit: £3.4bn, -42%
£7.4bn?t
£bn
9.0 - US Retail & Commercial:
80 | £0.3bn, (moved into profit)
GTS: £1.1bn, +12% 1o |
6.0

Wealth: £0.3bn, -28%

UK Corporate: W &
£1.5bn, +30% Ulster Bank:
— (£0.8bn), -107%

UK Retail: £1.4bn, +499%

RBS Insurance: (£0.3bn),

-1.0 7 (moved from profit to loss)

-2.0

IThis excludes fair value of own debt and includes an additional £0.6bn profit from
“central items” not individually mentioned on this slide 6



Non-Core is Getting'Smaller 2« RBS

The Rayal Bank of Scotland Group

Non-Core has made good progress towards its goal, reducing its
assets by £120bn since 2008.

Non-Core Assets*

300 -
During 2010, Non-Core reduction has
£258bn kept a steady pace. A total of £63bn
250 of assets were removed from the
balance sheet during the year.
£202bn
200 £201bn £104bn
£174bn
a £154bn
8 150 - £138bn
100 -
50 £20bn - £40bn
0 T T T T T T T
Q4 2008 Q3 2009 Q4 2009 Q1 2010 Q2 2010 Q3 2010 Q4 2010 2013

*Excluding derivatives. Target



Tracking Well to Plah Targets 2« RBS

The Rayal Bank of Scotland Group

Group — Key performance indicators Worst point FY 10 Actual 2013 Target

Loan : deposit ratio (net of provisions) 154%* 117% c100%
Short-term wholesale funding? £343bn?3 £157bn <£150bn
Core Tier 1 Capital 4%* 10.7% >8%

1 As at October 2008 2Amount of unsecured wholesale funding under 1 year. 2013 target is for <£65bn of bank deposits, <£85bn of other unsecured wholesale
funding, including £25bn derivatives collateral. 3 As at December 2008 #As at 1 January 2008. 8



Our diversity focus

Our focus Is on:
Recruitment
Progression
Development

Networks



Serving the UK 2« RBS

The Rayal Bank of Scotland Group

Summary facts

We have 93,000 staff serving 25m customers

We will recruit 15,000 people in the UK in 2011, including 900 graduates
We paid £18.5bn to UK suppliers over the last 3 years

We have helped around 30,000 people move into their first home in 2010.
We helped over 100,000 businesses start-up in 2010

Other taxes 2010
Taxes and fees £0.6 bn APS £0.7 bn
£3.9bn cash paid to the UK
gg\llgrnment in taxes and fees in UK Bonus Tax Fees
£0.3 bn
2011 Expected bank levy: £350m-
£400m CGS £0.5bn
Taxes
Contingent

capital £0.3 bn

Employee

Payroll Taxes
£1.5bn

CGS = Credit Guarantee Scheme, APS = Asset Protection Scheme 10
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