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Plannfls make the following allegations upon personal keowdedge as to their own acts
and vpan information and bellef ue to al} other mattsrs, Plaitiffs” inforroation and belief are
based on thelr counsels’ ongoing investipaiion. The tmvesitgation of counsel is predicated upon,
among oiher things, 4 review of public filmgs by the Royal Bank of Scotland Group ple (“RBS™
or ihe “Company™), and its subsidiuries and affliates, with the United Staies Securities and
Exchange Commission (“SECT), including, among oiher things. reports filed on Forms 6-K and
20-F, registration stalemenis, prospecioses and offering circulars published in conngction with
the public sale of RBS proferred shaves, press releases and poblic statements issued by the
Comgany, media reports ghout the Company, reports issted by sedurities analvsts win followed
RBS, and interviews with imowledgeabile third parties.

1. INTRODUCTICN AND OVERVIEW OF THE CLATMS

1. Plaintiflls Gdemified in 9911 bebow asserl claims Far violations of Sections 11,
12{a}2), and 15 of the Securitics Act, 15 U.S.C. §§ 77k, 771{2)2), and 770, against Defendants
ridentified in %% 12, 23-44 helow). Plaintiffs bring these claims individually and on behalf of all
persans and entties. exeept Defendams and their affiliates, whoe purchased or olberwise acquired
RRS Series 3. R, &, T andior 1) Noncumifative Dollar Preference Shares (the “Preferred
Shares™) issued by RBS pursuant or traceable o RBS™s April §, 2005 Repistrution Stternent,

2. The Preferred Shares were issmed pursuant to the following Preferred Share
Oiferings: Sertes (Q, effective May 22, 2006; Series R, effective Decerber 18, 2006, Scries 8,
elfective June 26, 2007; Series I, effective September 24, 2007, and Seres U, elfective
Semternber 28, 2007 (collectively, the “Prefémred Share Offerinps™.

3. The Securies Aul claims. arising from the Preferred Share Ofierings are strict
liability and/or neghgenee claims against Defendants.  Plaintiffs expressiy exelude and disclaim

any ellegation that could be construed as alleging fravd or interzional or reckless minconduct, as
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these claims are based solely on claims of steict liability andfor nealipence under the Serurities
At

4, The offering matarials for the Preferred Share Offerings (identified in % 91 below)
were muatorially false and misleading because they comained uptrue statements of miatevial fact
and omitted to stale other matenial facts required to be stated therein or necessary to make the
statemcnits contained therein not misleading. These include, withour Hmitation, the following:

fa)  RBS clamied is busiﬁss philesophy was to msaistain & strong capital
base, to expand it as appropoate and 1o utlize it efficiently thronphemt its activities to optimize
the renun to shersholders while madniaiming o prudent relaticnship between the capital base and
the underlving risks of the husiness. o fact, at all tmes mutenial o the Preferred Share
Offermgs. RBS was accomulating billions of dollars of cxposure to subprime Joans and retaining
Interests m collateralized debt obligations and other asset-backed seeurities comprised of 118,
UK. and Eurcpean residential read estate loans classified as subprime, non-conforming and Alt-
A loans {collectively “subpritne asseis™).  In Hght of the rsks presented by its subprime
atlivilies, RBS’s represemtations concerning its business philosophy of maintaiming o strong
capial base and a prudend relationship between iis capifal base and thwe risks underlying its
business were false and mislcading.

{h) RBS¥ s acoumulation of subprime asssets cremted wndisclosed mmaterial
goncentrations of sk, RBS wes required to disclose these concenirations of risk i the offering
documents for the Preferred Share Offerings under U8, securities law and applicable atcoumnting
standards.

(< RBS claimed in the offerdng dochments for the Preferred Share Offerings

o have extensive imtemal control procedurss o review, monitor, and manage the Companiy's
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credit risk. Thase representations were lalse. RES's aivmal nisk control procedures were
incapble of accurately reviewing, monitoring, ar manaping BBS's cxposuze to credit +isk, RES
should have, but failed to disciose thet s procedures could net be relied on to Hmit eredit risk
because the procedurss did not actally exist, were ool being followed or were othersise
effective in preventing RBR from developing material concentrations of undisclosed risk.

{dy  RBS&'s financial statements were not fairdy presented under applicable
accounting standards. KBS did not present the financial statemends ths formed pan of the
ofering malefials for the Preferred Share Offerings @ accordance with Infernational Finaneial
Bepordng Stemdards ("IFRS™), mchubng Imemational Accounting Standards (“TAS™) and the
Inzernational Accoanting Standards Beard Framewotk (“IASB Framework™, and RBS s inteml
conmals did not ensure that the (inancad stalements were Gardy presented,

{ey  PDutch band AN AMRO had billions of dellars of undisclnsed suhprime
assets on its books. R8BS announced the mkegver of ABN AMRG, s did not disclose that RBS
would take on billions of doltars of additanal subprime assets when it acquired ABN AMRO,
and that these additional subprime assets would materially inercase RBS™s existung wmdisclosed
conceniraton of nsky subprire asseis. KBS also fatled w disclose that it lacked the internal
gonirols to deteet, monitor, and manage the increased concentation of credit risk resubting from
the acquisition of ABN AMRO's subprme assels.

(1} RBS"s represcutaliohs concerming the economie and strategic bonefils of
the ABN AMRO acquisiion were fulse and mislending hecause RBS s sk manapement sysiems
were incapable of delecting, monitonng, snd munaging the concentration of existing subprime
asscts on RBS's books or the sdditional subprime assets RBS would acquire through the ABN

AMBO acquisiiion.
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= KBE raised more than $5.3 billion from the Preferred Share Oftbrings. The Series
0, R, § and T Preferred Shares were oifored al $25 per share and inttia)ly traded sl that smount
after the offevings, The Series U Preferred Shares were offered at S100,000 per share and
inftially traded at that amount after the Serffes U offering. By Jumuary 18, 2009, the Preferred
Shares had all lost more than 60% of their value,

6. Plamriffs and al other murchasers of the Preferred Shares In the proposed Class
have suffered sigrificant losses as a result of Defendanis’ materially filse and misleading
stalernenls end crmssions of material fact

1. AURISDICTION AND VILNLIE

A Jorisdiction
7. This Court has jurisdiction over the subject matter of (his action pursuant to 28

ULS.C 88 1331 and 1337 and § 22 of the Securities Act, 15710.8.C, § 77v. Tn conneciion with the
acts zlleged berein, Dofendants dircetdy or indirecily used the means and instrumentalities of
imtersiate commeree, icluding, but not limaked o, the United States wails, inwrstate telephone
comurnunicaiions, and the facilifiss of the Now York Steck Exchange.

B.  ¥Yenue

2. Venue is proper in this District pursuact 10 Section 22 of the Sscurities Act, 135
WSC, § 7Ty, and 28 USC § 1391il). Many of the acis alleged herein, including the
disseraination of marerially false and miskesding information in conpectivn with the purchase or
sale of a security, occurred in this Distriel, In addition, at all times welevant to Plamtiffs’ claims,

KBS and many, if not all, of the underwniters named hersin, maintained offiees o tus District.
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Il. THE PARTIES

A Plaintitls

9, Lcad Plaintiff the Freeman Group is comprised of five individuals: Jv Froeman,
Faerl Srintvasan, Sheldon Canlor, Jeffrey Hathorn, and Michael Memcini, As ser torth I the
certifications previously fled with the Court each of the mombers of the Freeman Group
purchased Preferved Skarcs issued pursuant or waceable o the April £, 2005 Registation
Statement for the Preferred Share Offerings, and suffered damages as a result of the federl
securities law viglations alleged hercie. Tlantiff Srinivasan parchased Scries @ Preferred Shaves
on lhe Series (§ offering directly from Defendant Citigroup.  Plaintiff Freeman purchaszed Series
3 Preferved Shares on the Series § offering dircetly from Defendant Merril} Lynch,

(0. Plaintif the Public Employees Retiternent System of Mississippi (“MissPERS™}
is @ public pension lund thal manages funds. for the beacfit of the currem and retired public
employees of the state of Mississippt. As set forth in the cenification previously filed with the
Court, MissPERS porchased Serdes U Preferred Shares issued parsuant or traceable 1o the April
R, 2005 Repistration Statement for the Preferred Shave Offerings, and suffered damages as a
tesull of the federal securities law vivlulions alleged herein. MissPERS purchased Series U
Preferred Shares on the Series U offering directly from Defendant Mersil) Lyncl.

11, As set forth in the certification attached as an exhibii to (his Complaint, Plaintit
Foberl Knollenberg, as assignee, purchased Serics T Preferred Shares izsued porsuant or
traceable fo the Aprl 8, 2005 Registration Statemont for the Preferred Share Offtvings, and
suilered darnages as s result of the federn] securitics law vielations allegzd herein, Plaings¥
Enollenbery purchased Semies T Preferred Sharcs on the Series 1 offoring direcly from

Defendam RBC,

L
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R Defendants
1. KRN

12, Defendant RBS is 4 British banking and insutance holdiny company based in
iidiub.urgh, Scotland, In ihe T K., ©1s opemations nelude The Royal Bank of Scotland ple,
founded dn 1727 by a Royal Charter of Eing George 1, the National Weshmingster Bank
{*NatWesr”), which can irace its Hneage buck 1o 1650, and Ulster Bank in Ireland.

B3, in 2000, RBE maore than tripled in size with its acquisition of NatWest. This gave
it a Jeading market share in LLK. retail and commercial benking, and made it one of the largest
banls in the world. At its peak, it was the largest bank in the world by aseet size. By market
capitalization, it was the second largest in the U4 and Burope, behind only [TSEC Holdings ple,
and the tenth largest company in the world.

b4, RBS operates a wide vagiety of banking brands offering personal and bunsinsss
banking, privaie bauking, insurance and coifporate fmance throughout its operations located in
Furope, Notth America, and Asia.

15, As of February 28, 2008, BEBS anpownced a new organizational siructure,
following the acquisition of ABN AMRO i Gotober 2307, fmtended w0 ineorporate those ABN
AMRO businesses o be retined by the Compary. RBS divided iself into four pomary
operaling divisions and reported pro-forma operafing prefils ameng those divisions on a
‘historical basts: Globa! Banking & Markets (*GBM™), Regional Matkets, RBY {nsurance, ad
Group Meriulaclumng,

16 RBS8"s profits and risks were concentrated primarily among the operations of (a)
GBEM and (b)) UK. Commercial and Retai} Banking, which is within the Regiona-f.".h{aﬂww

division.
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17, GBM focnses on providmg debt fiancing, risk management, atkd transaction
hanking services to large businesses and financial nstitutions in the V.. and aroumd the world.
Itz subdivizions include RBS Securities, which was until April 1, 2009, kanowa in the 118, as
Creenwich Capital Markers. GBM subdivisions also include Global Transaction Services, which
offers global payments, cash and lignidity managemenr, as well as trade finance, merchemt
acquiring and commercial card products and services,

18, Regional Markets includes commercial and retail banking services organived by
four geographoc regions: the UK., the € 5., Bwops and the Middle Eest, and Asia

14, Within Regional Markets, UK. Retail and Commercial Banking includes reail
banking, LK. Wealth Management, and UK. Corporate Banking, EBS UK. supplies financial
servives throogh both the RBS and NatWest brinds, offering a il range of banking producss
aiict relsted fmancial services to the personal, promiom, and smal busiiress. markets through the
largest petwork of branches and ATMs in the 113, a8 well ay by telephone and internet. Inthe
UK. and the Republic of Ireland, the main subsidiary companies are The Roval Bank of
Sepdland, NatWest, Ulstor Barde, Drinmmonds and Cowsts & Co.

20,  Regiomal Markels’ second geographic. division 1s U.S. Retail and Commercial
Banking, which includes Citizens, Citizens provides financial services through the Citizens and
Charter One brands as well as throngh Kroger Personal Finance, s credit card joint venture with
the second lurgest U8, supermarket group.  Theough 2603, Charter Onc operated 3. subsidiary
known us Equity Oze, headquartered in Cleveland, Ohio, which specialized in the origination of-
subprimc home loans. Those loans were held on Charter One’s balance sheet at the tme it was

acguired by CiiizensRBS in 2004,
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21, On-or about Octobor 5, 2007, RBS, as part of a consortium with Belgian bank
Fortis and Spanish bank Banco Saplander (the “Consortiom™), scquired ABN AKMRO for €71
billion {$100 billion). In the desi. RBS acquired ABN AMRO's wholesale and investment
panking woit and s Asian businesses, RBS's share of the purchase price amowmed {o
approximately 38%,

22, For the year eoded December 31, 2008, RBS reporied a loss of £32.6 Billien
{$47.2 billion)' —reportedly the greatest loss penerated by a commencial bank in 2008.° and the
preatest loss in LK. corporate history, T avert the complete soHapse of RES, the LK.
govermnert has acyuired a 0% ownership stake in the Company. The three bundred vest-old
institution lost £47 billion ($37 billion} of market value from iis peak in December 20067,

2. The Individoal Defendants

23, Defendant 8ir Thomas Fulton McKillop (“McKillop™ served as Chainman of the
Board of Directers of RBS (the “Roard™) from Seplember 2005 until February 2009, Following
criticism of the ABN AMRO acquisition and the TLE. government bailowt of RBS, MuKiilop
announeed ks caily rettrement as Chaimman of RBS’s Boand on October 18, 2008,

24, Delendant Sir Frederick Anderson Goodwin (“Goodwin™) served as Chiel
Fxecutive Officer {*CEQ™) and u director of RBS until October 2008, He joined RBY jn 1998 as
deputy CLXY to then-Chairman Sir Geerge Mathewson, Goodwin was promoted to CEC in

famuary 2001, Goodwin signed the Apidl 8, 2003 Repistation Statement and KBS s Annual

' Gn Junuary 19, 2009, KBS revealed that it expected 1o incur a £28 bijlion loss, a figure which
was retterated m RES s Form 6-K filed with the SEC ot Febmuary 26, 2009, However, on April
28, 2009, RBS repaorted a £32.6 bilbon oss as sct forth in dis 2008 Anpual Beport on Form 20-C
filed with the SEC. As a eonvemience 1o the reader, Plaintifls have endeavored fe convert.
Tureipn crrencies into U8, doltacs throughout this Complaint, d1the exchange rale in effect af
the melevant iimes.

*“World’s Biggest Bank Losses™ The Heanomist {June 25, 20093,
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Reporis on Form 20-F filed with the SEC for the vears eading Deccerrtbor 31, 20035 and Decomber
31, 2006, which wore incorporated by reference into selected Preferred Share (Wferings. Om
October 11, 2008, Goodwin resigred as UEQ, reportedly as a conditon of the Botish
government’s bailow of RES, and announced thai he would refire from the RBS Board, eflective
Tanmary 31, 2009, Goodwin's retirenwent became effective just onc monih before RBS expocicd
reported a loss of £28 billion ($41 billion} for 2008—the Yargest annval loss in TLK. corporae
history,

25, Defendant Guy Whitlaler (“Whittaker™) har been Tinancial Ditector and a
direelor of BBS since Februwry 2006, Whittaker way formerly the treasurer at Citigroup Ine.,
based m Aaw York. At Ciligroup, where he had worked sioee 1980, Whigaker was responsible
for masaging the balance sheet, including its capital resources, funding sirategy, capilal markets
1ssuance, agpregsic jntcxast.rﬁa risk, and lhowdity, Whittaker signed RBS*s Annual Reporis on
Form 20-F filed with the SEC {or the years ending December 31, 2005 and December 31, 2005,
which were incorporated by reforence into selected Mreferred Share Offerings. Om May 5, 2009,
BEBS announced that Whitfaker would resign from the Board and his position as Gmup.'l-*inancial
Director und leave RBS by October 2009,

20,  Defendant John Cameron (“Cameron™) was o 1Yirector of RBS and the Chief
Excentive of Corporaie Banking & Financial Markets (“CBFM™Y, and in CAPACiEY was
respanstble for GBM and TLE. Commereis] Banking ad all Gmes relevant hereto. Camcron also
was appoinled as a director of R3S in March 2006, Camerun joined RBS in 1998, In 2000,
Cameron was appomied Degrety Chief Dxecufive of CBFM with responsibility for the inlepration

af the NatWest and RBS Corporale Banking busincsses.  In October 2001, Cameron was

* CBFM was renamed Corporafe Markets i January 2006,
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appointed Chiel Executive of CBFM. On Qctober 13, 2008, RBS annoconded that Cameron had
resigned his position as a Director with “immedipre effect.” RBS has disclosed that, as of
February 28, 2009, Cameron was no longer empldved by the Company, which RBES
charactorized as a “retreruent.” it has been widely reporied that Cameron’s role in the downfall
ol RBS cauzed (he UK. s Financial Services Authority to “Wpek” Cameron from takinyg &
position at the ULS. investment bank Greephill, by denying him the seocssary tepulatory
clearances to take that job.

27, Defepdant Lawrence Fish (“Fish™); a U.S. cilizen, was appointed Chairman and
CEO of Citizens n 1992 after serving as Chairman and CEO of the Bank of New England. Tn
Janary 1993, he was appointed as a director f RRS, Fish signed the Apnil 8, 20015 Registration
Staement. In March 2007, be resigned as the CEO of Citizens and was appointed Chainnan of
EBS aAmenca. Oa Decemnber 17, 2007, Fish annomnced that he would relire l'iom his dav-io-day
operating duties at Citizens and RBS, but would remain as a pon-execuiive Cﬁ:iirman of
Citizens, As of May 1, 2008, Fish relinquished all of his executive functions st RBS and became
a non-gxgcutive director, while relaining his non-executive Chairman role at Crilzens. On
August 27 2008, RBS announced thal Fish would be relinng as a director of BR2S, offective
Erzcember 31, 2008, which was reported 1o be a regpense to enticisms that RBS7s Board lacked
independence, Onor about March 3, 2008, Fish resiched [Fom his remaining position as
Chairnan and ditector al Cltizens,

28, Defendant Gordon Francis Pell (“Pell™) bus been a director of RBS since March
2000, He sipned the Aptil 8, 2005 Repistation Statement. Pell was identified as a director in
RBS™s 2005 and 2006 annual reparts, which wege ineorpagated by refezence inle the Mreferred

Skare Offering Materials (defined in Y 91-92 below,

i
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20, Defendant Colin Alexander Maser Buchan (*Buchan™ has been 1 non-execntive
director of RES since Juns 2002, Buchsn sigped the April 8, 2005 Rerisiration Ntatement.
Buchan was idenfified as a divector in RBS's 2005 and 2006 annmal renorts, which were
incorporated by refetence into the Préferred Shere Oifering Materals.

30 Defendant 8ir Stephen Arthur Robson £“Robson™) was a non-executive dirsctor of
RBS from July 2001 through February 2009, Robuson signed the Aprit 8, 2003 Registration
Stalcment. Robsom was ideniified as a director {n RBS%s 2005 and 2006 anousl feports, which
were incorpordled by reference into the Preferred Share Offering Materials,  He resioned
following the bailont of RES by the British government.

31, Defendant Robert Avigson Scott (“Scott™) was a non-excoutive director of EBS
from lamuary 20¢] through February 2008  Defendant Scott sipmed the Apeil 8, 2005
Repistration Ststement.  Scott wae identificd as a director in RRS™s 2005 and 2006 annual
reparis, which were incomporated by reference nilo the Preferred Share Offering Materials. He
msigned following the bailout of R138 by dhe RBritish govermnment.

32, Defendamt Peter Dents Sutheriand (“Suthoerland™) was a director of RBS frem
Jarmary 2001 through February 2009 Sutherland sipned the Apdl §, 2005 Regisitalivn
Statement.  Sutherland was ideniificd as 2 director in RBSs 2005 and 2006 annual repors,
which were incorporated by reference into the 'referved Share Dffering Materials. 11 resigned
following the bailout of RIBS by ihe British government.

3. Defendani. Archibald Huoner (“Tanter™ has been & director of RBES ginee
September 20604, Defendant Hunter signed she Apel 8, 2005 Registration Statement. 1unter
was identified as a director in RBSs 2005 and 2006 annual reports, which were incorporated by

reference Into the Preferred Share Qfferinyg Materials,
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34, Defondant Joseph Patrick MacHale (“Macifale™) has been o direclor of RBS sinee
September 2004, MacHale siphed the April 8, 204 Registration Sistement.  MacHale was
identified as & ducclor in RBS's 2005 and 2006 annual reports, which were incorporated by
reference into the Prefirred Share Offering Materials.

3. The Underwriter Defendanis

35, Defendant Merrill Lyneh, Pieree, Fermer & Smith Incorporared ("Merrill Tynuch™)
provides capital markets serviess, iovesiment banking and  advisory  services, wealth
management, assel management, insursice, bapking and related products and services on a
global basis. Merill Lynck is a subsidiary of Bank of America Corporation and is headguarterced
in Mew York, NY. Mermll Lynch was an onderwriter of all of the Preferred Share Offerings and
a hookruaning manager tor the Series T and U offerings.

36. Defendant. Gresawich Capial Markets, Ine. (“Greeomich™ wag a fixed-incoms
capital markets firm providing a fell range of deM linancing, risk management and fnvestment
services 10 major corporations and financial and povernmental institutions around the world.
Crecrrwich was a whollv-owned subsidiary of Greepwich Capital Holdings. Inc, of which RBS
was the ultimerc parent. Effcetive April 1, 2009, Greenwich was renamed “RBS Securities Tne.™
Creerrwich was an underwtiter of and bookranning mansger for all of the referred Share
{ferinas.

37, Defendant Wachowvia Capital Markets, 11.C (“Wachovia Capital®) was the
" corporate and investment hanking side of brokerage frm Wachovia Securities. The two entities
are now doing business as Wells Fargo Sceuritics, LLC and Wells Farpo Advisors, respactivaly.
Wachovia Capital and Wachonis Securiies are both subsidianies of Wachovia Corpuoration,
whiich is now doing husiness as Weils Fargo & Company. Wachovia Capital provided Soancial

and corporate advisory sexvices, private capital, debt privare placement, merpers and acquisitions

12
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advice, underwnting, and cquity investing. A1 all relevant tiroes heredn, Wachovia Corpuration
has majntained offices in New York. NY. Wachovia Capital was an underwriter of gl of the
Preferred Share Offertngs,

38, Defendant Morgun Stanley & Co. Incorporated (“Morgan Stanley™ is & global
{inuncial serviees firm which, throuph i subsidiaries and affilistes, provides its produsts and
servives to corporations, governmerts, financial institutions and Individuals, Morgan Siantey is
headguartered in New York, NY, Morgan Stanley was an underariter of the Series Q, R, § and
T efferings.

39, Defendant UBS Securities LLC ("UBS Secnrifies™) is the U.S. fnvestment

“hanking and sceuritics ann of UBS Tovestment Bank, which provides a range of Lnancial
products and services worldwide. UBS Securities is headquariered in New York, WY, UBS
Securities was an'snderwriter of the Sedes Q. R, % and ‘I offerings.

Ay Defendant Dane of America Secwities 11O {"Bane of America™ is the
investmelit banking arm of Bank of America and its subsidiary. Bane of America offers trading
and brokerage services, debt and securities underwriting, debt and equity rescarch, and advice on
public offerings, leveraged buyouls, and mergers and scquisitions, Bane of Ameriea is
headguartered in Now York, NY. Banc of America was an undervwriter of the Series R, 8, T and
U ofierdngs.

41, Defepdant RBC Dain Rauscher Inc, ("RBC™} is fhe corporate and investment
hanking division of Roval Bank of Canade, In March 2008, RBC was renamed RBC Capital
Markets Corp. {also kaown as RBC Wealth Managemient). At all relevamt times herein, RBC has

maintained offices s Now York, RBC was an underwriter of the Series @, 8 and T offerings.
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42, Defendant Cifigroup (Global Markets Ine. (“Chiigroup Global™) is a subsidiary of
Citigroup Inc. and is headquartered In New Yerk, NY. Citigroup Global was an underwriter for
the Series (¢ and R offerings and a joint bookranning manager for the Serfes Q offering,

43, Drefendani AAG. Fdwards & Sons Ine, (SAG: BEdwards™ srovided securities aﬁd
commxdiiies brokerage, assst management. trust services, mutal finds, and Insurance to
individuals thtowghoul-ihe TL8. and serves governmenst and corporate olionis. AG. Edwards iz a,
wholly-owned subsidiary of Wachovia Colporatton and was renamed Wachovis Seourities In
January 2008, As explained above, Wachovis Corporation ts now doing business as Wells Farge
& Company. At all relevant times herein, AG. Edwards and Wachovia heve maimtained offtces
inew Yorl, NY., AJG. Bdwerds was an underwriter of the Serles B oflerme.

44,  Defendant Goldman Sachs & Co. ("Ooldwan Sachs™) 13 a global financial
services firm that provides investoient banking, secmrities and invesunent thanaprement services
to a substantial and diversified clienmt base, Wcluding corporations, financial sftutions,
governments and high-net-worth individuals. Goldman Sachs is headguariered in New York,
MWY. Goldman Sachs was a senior vo-munaping nderweiter for the Series U (ifering,

45, The Underwriter Defendants tdentified above served as underwriters and stamrory
selfers of the Preferred Share Offeringe and were intimately nvelved in those offerings. As
underwriters, these Defendants were responsible for 1the trulh, sceursey and completencss of the
dncnments pursuant fo which the Preferred Share Offerings werd conducled.  ‘The offering
materials issued in connection with the Preferred Share Offerings contained material untrue

statements and omissions of material facts, 65 deiailad below,

14
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1V,  CLASS ACTION ALEEGATHONS

46, This action is brought as a class action under Federal Rules of Chvil Procedure
23(a) and (b¥3} on behalf of & class consisting of all persons who purchaged or otherwise
asguired BBS Serles Q, B, 5, T mndfor U Nen-ctanulalive Dollar Freference Shares issued
pursuani or traceable to the Apr1l 8. 2005 Registration Stalemnent and were damaged thereby,

47.  Exclnded from the Class are Defondants: persens who, doring the Class Perod,
were offfcers andior dizectars of any Detbndant or fis parents, subsidiades andfor sffiliates, as
well as members of their immedizte {amilies and legal ropresentatives, beirs, successars or
assigns; any entily in which any 2efendant has vr had & controlling interest; and Defendants”
liability inmzrance carriers and any sffiliates or subsidiaries therent.

48,  The members of the Class are so numerous that joinder of all members s
anpracticable.  More than 150¢ million Series ¢, R, 8. T and U Preferred Shares were issued,
While the exact number of Class members 15 sokmown o Plaintiffs at this time, and can ondy be
ascortzined through approprigte dscovery, Plammiifls belisve thai there are at least tens of
thousands of members in the Class. Record owners and other members of the Class may be
identified from eecords mamimtained by RES or its mansfer agent and may be notificd of the
pendeney of this action by mail, using the fortm of notice similar to that custornaily used in
securities class actions.

49, Plamuffs’ cleims are typical of the claims of the mewmbers of the Class as all
members of the Class are similarly affected by Defendants” wronghil canduet in viclation of the
federal secugities laws.

5. Plaintiffs will fairly and adequately protect the Interasts of the mewbers of the

{lass and have retained counsel competeni and experienced in class and secorities [Tigation.

15
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51, Common questions of law and fact exist as to all members of the Class and
predominagle over any questians solely affzeting indbviduat members of the Class. Amons the
questions of law and fact comnyon to the Cliss are:

fay  Whether the foderal seewitiss laws were violated by Defendants” acts as
atleged hereim;

()  Whether the offering docunents issued in eonnection with the Serics QL R,
S, T and U Preferred Share Offerings contained untroc statements of material fact or omitted to
disclose maierial facts in violation of the Securities Acl; amd

{&) Whether the members of the Ulass have sustained damages and the proper
mcasure o damages.

52, A class action is superior to all other available methods for the fair and efficient
adjudication of this comtroversy smnce joinder of all merabers is impracticabie, Furlbermore, as
the damages suffered by Individual Class members may be relatively swall, the exponse and
burden -of individoal htigation make it impossible for memberss of the Class to mdividually
redress the wrongs done o them. ‘There will be no Jifficulty in the memagement of this action as
a class action.

53, Furbermere, even il {iass members could atford such individualized litigation,
the sount ﬁystﬂﬁj. coutd nol. Todividuatized Hfigation would ereate the dinger of neonsisient or
contradictory judgmenis and increase the delay and expense to all pavties and the court system.
By conirast, the class action device prosemz far fewer management difficuitdes, iy in fact
manageable, and provides the besefits of single adjudicadon, economdes of scale, and
comprehensive supervision by a single court. The benefits of adjudicating this vontroversy as a

clasg-action far outweigh any difficuliies In managing the Clags.

ib
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V. FACTUAL ATLEGATIONS

A, The Murtgave lodustry and How Morirage Securitization Works

3. Pror to the Preferred Share Offerings, EBS bepan seeumulating significant
pusifions in securilies that were backed by home mortgages and related assels, without properiy
diselosmg {hem to myestors. RBS's accumulated positions in assets backed by butk subprime
and oiher mortpage loans were the single most sigrificant factor in fts subsequent writedowns
totaling in exeess of £8 billion (815 billion) and goodwill npairments totaling £23 billion ($42.6
hiflion), To better understand the allegations, seme background information regarding the
miertgage indusry and morgape secudtization is nocessary,

33 Until the 1990z, the mortgage indusiry had been wraditienatly characterized by a
loan originator (7., a hank) holding a direct interest in the property as collateral for a mortgage
in [he eveni the bomrower defaulied un.l'he loan. Under the fraditional model, the Joan originator
held the note until 11 matured and was exposed to the concomitant rigk that the borrower would
fail to repay the loan. As such, uader the fraditional model, the loan originator had 4 financial
incentive 1o ensure that its un&czwritiug procsss properly assessed the borrower’s abality 1o
pav. Typically this assessmeni required disclosure and confinmation of the borrower’s
income, emplovment, eredn history and assels. 1o addition, the loan originator had a financial
incentive to obiain an accurate property appraisal before issuing a morigage to ensure that the
mmtgape was adequalsly collateralized in the event the bomrower defaulted and the properiy
wig foreclosed.

5. Hoewever, beginping n the 19905, the taditonal model of lean arigination
changed dramatically. Under the new model. after & loan originsler issued a morizage o a

borrower, the loan eriginator would typicafly sell the modgage o third-pariy financial
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instimtions. By selling the morigage, the lown orfigmaror obtaing fees in comnection with the
issuance of the morigage, receives upliont proceeds whep i sells the mortwage imo the
financial snarkets, and thereby has new capital to issue more mortgages. The mortgages are
typically povled together and sceuritized into varieiios of asset backed securities (“ABSs™.
ABSs are ofien pooled together into collateralized debd obligations (PCDR0Os™. (See Exhihii
B for a detailed description of this process).

7. ABSE CDis vary in structure and underlying asseds, but the baste principle 1s the
same. A cotporaic entity called a “special purpose entity™ (“SPE™ is coustructed 1o hold assets
as eodlateral and (o sell puckapes of cash flows to investars. The SPE issues ABSs in the form of
honds in different groups, or “tranches,” snd the procesds are used to purchase the portfolio of
underlying assets, Aa 5PI's porfobo of wnderlying assets might include residential mortgage
loans, student laans, conmmercial loans or corparule loans.

58, When the SPE's assets are made up of mortgavres. the bonds 1t issues ure called
“mortgage-backed securitied™ ("MBS™} or “eollatoralized morigage ohligations™ (“CMO™),
Adier receiving proceeds from the sale of the mongage, the loan ofiginestor no Jonger holds the
tisk that the borrower may defauhl; that risk is transferred with the monisages 1o investors who
purchase the MBSs or CMOs, As ilustrated below, mortgage securiiization ia a strwenired
finance process in which mortgage losns are acquired, pooled togcther, and (hen sold to Investars

whn acquire tights in the cash flow streams from the mortgage pools.

i8
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3%, ABS CDOs are typically constracted from a portfolio of fixed-income assets, such
as MESs, and are used 1o spread ihe risk of the underlying assets. The ABS CDO pools together
the cash flow received when mortpage bormowers make interest and principsl payments as
requited by the underlving mortgage torms. That cash s then distribwted to ihe holders of the
CDO cerlaficates in order of priority based on the specific tranche held by an ABS CDOD
investor, The Teghest tranche (alse referred to as thie senior ranche) is first 1o receive s share of
the cash fiow from the meortgage pool, Since the senior tanche 18 first to Teceive payments, it is also
the fasr tranche fo absorb any losses should mortpags horrowers become delinquent or defuult
on thelr mortgages. As a result, the senior wanches of most CDOs were rzted AAA by the
credit rating agencies {2.g., Moody's, Standurd & Poor’s and Fiich Ratings). Afier the senior
tranche, the middle tranches {referred to as mezzanine tranches) next receive their share of the
payments. In actordance with their order of prioniy, the mezzanine tranches wore generally
rated from AA to BB by the credit rating ageneies. The provess of distribuling the cash-flow
from the borrowers’ mortgage pavments continges down the tranches thiough (o the boftom
tranches (referred o es equity franches). This process is repested sach morth and 2l investors
receive the mterest and principat payments owed o them so long as the morgage bomowers ars

cwrrenl v thelr mortgages,

12
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60,  Dafierent ABSs have differsnt risk/reward characteristics based upon the quulity
of the underdying lomg. In the context of residential morteage loans, Prime, or “A-paper,” loans
are considered 1o be the leust tisky residential mnrtasge ieans, becanse, 1o order to obilnim souch a
loan, the borrower typically must fally docmment his or her income and assets, inject at least 20%
equily into the {ramsaction, and have a credit scors of 2 certain level (usuadby .GEG ar higher, 8
deht i income ratio of 33% of lower and twe mopths of mongage payments in reserve,

6. CAR-A™ (short for “Alternative A-paper'™) and “subprime” loans are constdercd
siskier than prime loans, because the borrowers typlcally bave less than {ull documentation,
lower credit seares, higher loan-fo-values ratios, or multiple investment propertics. CDOs gr
MESs backed by subprime assets carry 8 high risk becaute they are based on louss made w0
tomrowers who arc more likely than others to default on repayment, aﬁéL_ as with any investment,
this greater risk is accompanied by a greater potential reward.

52, Tmoportantly, the system only worls if the imderlving asset-hacked securities held
by the ABS CDO are uncorrelated - in other words, they mmst be unlikely {0 all go bad at once.t
However, ABS UDOs holding only sutprime and eiber mortgage-related investments {eg.,
mvestments that are dependent on maorfgapes for their valug), were highly comelated because
they were substantially comprised of subprime scourities and were, therefure, extremety
vulnerahie to a rise in defauits on subprime morigare loans.

B. RES Acenmulated Rillions of Dellars of Subprime Asgets

‘While Assuring Imvestors That the Company Maintained
A Stronge Capita] Base and C'onérolled for Risk

63.  RBS was a conservative regional Scottish hank hefore Defendant Goodwin

became CEQ in 2007, {lnder Goodwin’s icadership, RBS completed twenty-six acquisitions by

* See Serana Ng and Carrick Mollenkamp, Fioweer Helped Merrill Move o CDOs, The Wall
Street Jowmal , Oct. 23, 2007
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the end of 2007, By purchasing rival banks and expunding its investment banking division, RBS
rapidly prew 1o become the tenth largest company in the world, with operations fhroughout
Europe. {he U5, and Aste

64.  Throughowt its period of rapid growth, RBS represcnted in publie filings that ks
business philosophy was 10 mainizin a strong capital base that bulanced the undertving ovks of
the husiness and optimized sehum to shareholders, RBS claimed to have extensive internal
conttol procedures in plice at the Board and senior executive levels o authorize, mmagre,
oversee, assess, and report on RBS"s exposure to credit sk (the risk of loss due to non-payment
on a loan). These procedures suppesedly included the approval. moniteting and review of all
credil exposures, and more frequent review of lowerquality exposures. Porifolio analysis and
reporting purportedly were used to identity and manage credit zisk concemrations and changes in
credit nisk quality, and. an exscutive-tevel commitee was lasked with underisking a regular
asseasment of cach of the Company’s divisions to ensure that s oredit risk manapement
framework complied with RBS’s standards and was appropriste for the business being
undertaken. RRBES represented that it Board was ultimately responsible for RBS's internal
controls, which were established to ensure that any significant risks faced by RBS were properly
identified, evaluated and managed.

65. A wsignificant part of RBS's cxpansion ocowred in the United States. One of
EBS’y LS. alliliwtes, Greenwich, s an investment bank / broker-dealer based in Connectiot,
Beginning in 2003, Greenwich generated vast profits by pooling mortgspes and securitizing
thern into TDOs. The market for morigage-backed CDOs grew quickly during the 11.8. housing
boom. Unlike the maditional home loan moded in which the loan originator (1ypically a bank)

holds the note st it matares, the risk of borrower defavht timsfers to investors when morsgages
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are pooled tlogether nip C10Os, (D0Os that are backed by subprime asseis present a high risk
because they are based on loens made tao borrowers who are more 1ikoly than others to defantt on
Tepayment

46, Much of the debt that Greenwich repackaged inte CDOs was backed by subprime
loan potifolios. In the peak vears of underaTiting moitgage-hacked securities {2005 and 26063,
Greenwich was ranked the second largest domestic imdersaiter.  Only Lehman Brothers
otiginsied moere subptme seeurities during that time. By 2067, Greenwich had urderwritten
£188 billien of subprirne mortrage-backed secirities,

67,  RIAS's system of annual eash bonuses encvouraged RBS bankers to buy up asscls
with insufficient regard to the risks imvolved. The manner in which bonuses were paid - on
interest samed on assets — enceuraged traders to 1ake on nskier prospects that offered higher
rates of return. During the relevant time period. (Greenwich executives carhed up 10 525 million
& wear in ¢ash bomuses. The head of Greenwich ar the time, Jay Levine, was RBS8's highest paid
ernployee, making nearly four thmes as much a5 RBSs CEO at the time,

8. Anclher 115, subsidiary, Cilizens Finmiciel Group, purthased collmismlized
maottgage obligattons (“CMOs™) and sodd them o Greenwlch. Citizens hed a CHO portiolio of
mare than $25 billion hefore the Hiess half of 2007,

aY.  Citizens alse acgquired Charter One Finuncral [ne. in 2004, Before the acquisition,
Charler One opetated an Ohin subsidiary known gs Fquity One thet specialized in the origination
of subprime howe loans. Charler One Fept the leans on its halance sheet and &id not sell them to
other banks. As a result these subprime Inané were aesefs that Citivens purchased when it

acquired Charter One in September 2004
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70, Between 2003 and 2007, RBS acquired 2 material conceniralion of risk in
subprime assets. RBS told mmvestors the oppostie;  ihat the Company mainiained 2 cautious
approach to ifs refail lending markels and centered its growth on high guality residental
morigages and small business loans, that a fundamental aspect of the Company’s business was
controlling risk cxposure, and that the Company’s overal! credit profile remained conscrvative.
The extensive imernal sk manapenrent procedures that were supposed to protect the Company'
and investors from material concontrations of risky assets did not exdst, were niot being fullowed
or we:r: ctherwise ineffective i allowing RBS to adenifify and manuge concentrations of risk,

71, RDBS senior sxecutives were regulatly guestioned by securities aialvsts about
RBS's exposure o sobprime loans and related trading activity, RBS executives consistently
responded that mvestors had no reasen to be concerned about RBS's mxposure to sybprime.
fact, RBS told investors (hat the Compuny had a “longstanding mversion f{; subprinic lending,
wherever we do business,” that Greenwich has “always been very risk averse,” and thut Citieens
does not “do sub-prime.”

T2, : As the market Jof morigage-backed secarities became increasingly ilhquid, RBS
was forced to refain interests in many of the CDOs and assume the risks associated with thein.
By summer 2087, as the market for its CDOs dried up. RBS s subprime exposure had reached =t
least £34 billion--£20 billion from its mwvestment banking division and £14 billion from
Citizens.

73, Despile deteniorating markef conditions, KBS announced in April 2007 thal it had
Joined with two other companies, Fartls SANV and Santander Central Hispano 8.A. o submit a
Jour prepossl for the acyusiien of Duteh bank ABN AMRO. The three companies ultimats]y

made 2 €71 billion ($100 billien) offer mnder which RBS would acquire 38% of ABN AMRO,
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meluding its wholesale and ivestment banking units, for approximately £38 billior in cash and
secriies.

74.  RBS did not icl} investors that ABN AMRO had hillions of dollars of undisclosed
subprine assels on its balimee sheet. tust the addition of these assets 10 RBS™s wwn portfolo
would materially increase RBS s exisitng undisclosed concentration of subptime sssets, or that
RISz existing capital base could not witistand the additional risk the Company would take on
when It acguired AN AMRO. Insead, with no reasonable basis for doing so, EBE 1ld
investors that the acquisition, would result in profitable “syneryies™ between the companics.

73, RES conducted minimal doe diligence on the ABN AMRO acquisition over a fow
dars m lute Aprl and early May 2007, In the months that followed, the T7.8. subptime erisis
wirrscued and the credit crists spread 1o Europe.

76, RIS nonctheless procesded o vomplele the ARN AMRO acguisition on October
F7.2007. Instead of perfonning addftional due diligence following the chanpes m the market,
RBS sumply accepted ABN AMRO munsgemsni’s representations regarding ABN AMRO's
fimancial eondition, and continued to represent that the acquisilion would prove honcficial for
RBS and its shareholdars.

C. HBES Announces Massive Losses Duedo Its

Accamuiation of Subprime Assets and Acquisition of
ABN AMRO, and Is Bailed Ouit by dhe British Government

77.  The acquisition of ABN AMRD, with its subprime portfolie, in combinution with
RESs own growing portfolio of subsriimne assels &nd madequate imernal risk controls, uliimately
led to the collapse of KBS, with the Company suffering the largest losses in British corporate
histery and requiring partial nationalizaiion by the Bridsh government.

78, In December 2007, RBS announced that RBS and ABN AMRO would be taking

writedowns of £530 million and £300 million, respectively, anvibutable {0 exposure w the TU.S.
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siborime monigage markets. EBS reported that the CDOs that were the sabject of the writedown
witre bargely based on asset-backed secumiiss issued between 2004 and Tune 200h. At the same
time, RBS minimized the associsted credit fisks and RBS's exposwre. RBS represemed that the
immgration of ABN AMRO was progressimy well and (hat transactzon bencfits were higher than
lorecast. On an lovestor call the same day, RES sendor exesulives meassured fmvestors and
analysts et despile the “ronservalive and prodent” writcdowns, RBS expecied o be
corafortably ahead of forecasts of £9.78 biliioa for the vear and that the acquisition of ABM
AMPO appeared o be even more aitragtive and relevant than it was before. Securtiies analysis
artd. the meadia viewed the writedown amncuncerent and the scoomapanying stateraents of
execitives gy consisient with prior statements of RBS management downplaving RBSs
exposure to risky subprime lending and investment sciivily.

79.  When RBS announced addifional writedowns of £5.9 bitlion (nearly $12 hillion)
due 1o the Compapy™s exposue o subprime sssets I Apl 2008, the Company alse mmormeed
the £12 hillion (some $23.9 billion) Rights Issoc to inercase RBS's caplial base. {A rights issue
allows existing sharsholders to buy a propotional sumber of addiional securities at 8 specified
price within a fixed time period.) The Riplus Issue, which was, at the fime, the fargest rights
issue in Enropean Mstory, succéeded i infusing RES with additional capiwl 1o offset the
writedowns, Nobtwithstunding the writedowns, RBS s management told investors and analvsts
that the businesses the Company acguired m the ABN AMEC scquisidon were good, synerpized
well with RBS's exasiing bosinesy, and improved RBS s opportumsties going forward,

an, In October 2008, RES condimed that 3l would revebve a bajlout from the Rritish
govenmnenl. [he UK s economies and finance nunistry, known as HM Treasury, confirmed

that the goverment would recapitadize RBS in order {o prevent a possible collapee of the Britsh
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banking systern.  RBES nonethelesz continued o report thal megmation of the ABN AMRO
businesses within RBS was “proceeding ahead of schedule ™

1. Un Jamuary 19, 2000, RBS disclosed that 11 expecied 1o tepert & 2008 fall-vear
loss as high as £28 hillion, in large part due 1o a write-off of goodwill associated with the ABN
AMRO arguisition, as well a5 an £8 hillion writsdown associated with subprime loans in the
U.5. and elsewhera. When RBYS published its financial results for fiseal yezr 2008 in Febroary
2009, it provided a detailed breakdown of the Company's subprime assets. The. Compuny’s
losses totaled £26.9 bilhen, which included charpes 1o geodwil! wisling £16.2 billivn, broken
down for the acquisstions of ABN AMRO (£7.7 billion), Citzens/Charter Ore {£4.4 billion) and
NarWest/Greenwich (£2.7 hillion),

82, Lnol RBY announced these losses in JTanvary 2009, it had continued {o downplay
the combined impact of the Company’s exposure to sobprime, luck of adequum internal risk
contrels, and the ABN AMRG acquisition on the Company™s bottom line and Duture busingss
prospicts.

83, Aspart ofthe povernment’s £20 billion bailowt, Defendant Goodwin wis replaced
as CLO and the retirement of Chalmmen of the Boird, Defendant MeXillop, wias ainounced.
Nearly all of RES's board members and senior execuotives alse were susted from the Company.

#4.  Former Chairman MeKillop has idestified two faciors that contributed fo the
Company's downfall, The first was a capilal base thel was “low relative to the size of our
halance sheet” “The second was the scquisition of ABN AMRO.

B3, MNew RBS CYO Stephen Hester confirmed that the Company’s record 1osses were
due, in equal part, to RBS's significart exposure to sobpnme lozns and the ARN AMERO

acquisition, tlester also acknowledged RBS's insutfivient internal controls: “"With respect 1o risk
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concenirations, I wonld say to vou that, iF I"ve had a negative surprise in setting inside RBS, it is
that the — sotne of the nsk coneenirations are mappropriae, and we have to work our way
throngh that, That obvicusly was in part a resuli of putting two big whelesale banks together at o
time when it was then not possible to take the exposures down, given market dislocations el
the ABRM AMRO sequisition.”

86, The copduct of former RBS excontives and the sdeguucy of the Company’s
dizelosures about its exposure to subprime assets are the suhject of ongoing formal investigations
by the SEC, 1he New York State Attorney General, and the UK, Financial Services Autbority, as
will as the subjeet of lestimony before the UKL House of Commons Treasury Comittes,

&7, On Febroary 10, 2009, Defendsnt Goodwin testified before the Treasury
Compittes. He admitied that BBS had a risk calibmation 1ssue.

BB, RIS CTO Hester testified before the Treasury Conmndites the next day, Hester
stated: “1 think, frankty, that the risk-management svstoms at RBS need 1 lot of change, and |
canmet do it all in a couple of weeks.” He testified that one of the Company’s weaknesses had
been “some very big elemems of comrol,” including “[e]ontrol of risk and rules on size and
conceniration, types of risk and wmoumis of sk, "

. Preferred Share 'orehasers Suffor the Consequences of RBS's
Materigliy False and Misleading Sfatements snd Misierial Omissions

Re KBS raised more than 833 billlon from the Preferred Share Offerings i 2006 and
2007, The Preferred Share Offerings wers marketed to and largely purchased by individuals and
pension funds, bke Plaintiffs, who were looking for conservative fixed income investments, The
Series (3, R, § and T Preferred Shares were offered at 323 per shate and mitially traded at that
arnoant afler the offerings. By Jamuary 19, 2000, the Series O, B, § and T Preferred Sharcs had

lost approximately 8% of their value, The Series U Prifored Shures were offered o S100,000
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pot share.and initially traded at that amount sfier the Seres U offening. By Januyary 19, 2009, the
Series U Preferred Shares had lost 61% of thewr value,

V91 THE MATERIALLY FALSE AND MISLEADING STATEMENTS
INTHE FREFERRED SHARE OFFERING MATERTALS

A. The Aprit §, 2005 Registration Statpment

i, The Registration Salerment {hat RBS filed with the SEC s Apnil 8, 2005 was a8
“sheif” rogisration, which permitied RBS to sell seenrities in one or more offerings up 1o a otal
doitar ameunt of §10 billion. A shelf registratton permits the regrstrant 1o tegisier offerings of
st;:cm'iﬁf:s in advance of offering those seewrities to the public on a contineous or deleyed hasia,
amending the regisirzion statement as requirad to enswre thar =zecwrafe information s
disseminuted to purchasers. The issuer is then pennitled to offier the securities over fime with
differenl pricing ang tenms, up % thie fotal amount of the original registration. Ondy “seasoned”™
issucts with a history of reporting 1o the SEC and with more thae $760 milkion in worldwide
market value are allewed o nse the shelf registration procedure.  Shell registrations require
contimiing disclosure {o ensure that investors receive current inforination as to each offering
despite the zap hetween registration and selling dates. Issusrs may spiisty this requirerhent by
incorporating cettain of the company™s other filings with the §EL into the yegistration statermnent.

9. The Aprl 8§, 2005 Registration Statement incarperated RBS's comprebensive
annuad repurly on Forn 20-F and certain of its periodic Form 6-K updates into sach Preferred
Share QOffering as follows:

- Series ¢ Annnal Repot oa Form 20-F for 2003, filed with the SEC on April 26,
2004 and Repord on Form 6K, filed with the SEC on Mav 24, 2006,

. Series B: Annual Report on Form 20-F for 2005, filed with the SEC on April 24,
2006; Ammnal Report on Form 20-F/A for 2005 {as restated), filed with the SEC
on Sepiemnber 27, 2008; Repon on Form 6-E, fited with the SEC on November 9,
2006; Interim Report ap Form 6-K for the first six months of 2006, filed with the

28
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SEC on November 9, 2006; gnd Report on Form &-X, filed with the SEC on
December 21, 2006

. Serics 8: Annual Report on Form 20-F for 2006, filed with the SEC on Apii 24,
2007, and Report on Form 6-K, filed witl: the SEC en June 27, 2607,

* - Beries T Annual Report on Form 20-F for 2006, fled with the SEC on Apri: 24,
2007, Interim Report on Form 6-K for the fivst six menths of 2007, filed with the
SEC on Aangost B3, 2007 and Report om Form 6K, filed with the SEC on
September 27, 2007.

. Sexies T Annual Repont on Form 20T for 2006, filed with the SFC on April 24,
2007, Fiterim Report on Foom 6-K for the firet six months of 2007, filed wilh the
SEC on August 15, 2007; Report on Form 5-K, filed with the SEC on Sepiowber
25, 2007, Report or Form 6-K, filed with tha SEC on Getober 4, 2007: and
Report on Ferm 6-K, filed with the SEC on February 28, 2008,
92 Asused herein, the term “Preferred Share Offering Materials™ refers to the Apri
2, 2005 Registration Siatement and the ST filings idemified in % 91 shove, as appropriate for
each offening,

R May 22, 2006: The Series O Oflcring

a3, O May 16 and 22, 2006, respeciively, R3S filed with the SEC the Prospectus
and Prospectus Supplement for the Seddes ) Preferred Share offering,  The Serics Q Prospecius
and Prospectus Supplement form a part of the Registralion Slatement. The Series Q Prospecius
and Prospectus Supplement comtained untnie statements of matenial fact and omifd to state
material facts required to be stated therein, or necessary W make the siatements comtained therein
act misleading, for the reasotis set forth below.

94, 2005 Ferm S0-F. The Series (§ Prespectus incorporsied the 2005 Annual Repornt

on Form 20-F that RRS {iled with the SEC an April 26, 2004,
95 With respeci o credit goality, the 2005 Form 20-F represented that RBS™s
“[o}verall erodic quality romained srong in 2065 (. 93, and that “{r]isk elements b Jending and

potenlial prroblem loans represemzed just 6% of pross foans and advances to customers



Case 1:09-cv-00300-DAB Document 182 Filed 03/18/11 Page 33 of 69

{excluding reverse repos)” (p. 10). The 2005 Form 240-F alse purporied w0 set owt and quantify
FBE's exposure to credit nisk b assst goality, industry sector, seopraphy, product and cusiomer
ivpe {pp. 42-44).

56.  The foregoing statements were materially false and misleading because they
failed to disclose the exient lo whick RBS had subprime assets in ts porlfolio. Diming 2065 and
varly 2006, RBS scquired billions of dollars of subprime asscts throteh the activities of RBS"s
Greenwich and Citizens subsidisries, amonyg others. The 2005 Form 20-F failed (o disclose the
extent of subprime assets on RBS’s books and the Company's potential exposere to subprime
assets.  Under TFRE, “omissions or misstatemicids of items are material if they could,
individually or collectively, influence the economic decisions thal users make on the hasis of the
Gnancial statements.” (1AS 1, paragraph 7.} The amoumt of subprime assets that RI2S was
aequiring durvg 2003 and galy 2000 was materizl to RBS's financial siztements and buesiness
prospecks and shoubd have beea disclosed to investors, as the amount of RBS's subprime asseiz
could heve infiuenced the cconemic decistons investors made on the basis of RBS's financial
statements.

g7, R8s management was questionsd by securides analysts and the press about the
Company’s exposure to subprime loans and relaled wading activity, and conzistently represctited
that investurs had no reason to be coneerned about RESs exposurs to subprime: The questions
of financial malysts concerning RIBS's exposure o subprme m periedic conference calls
throughout 2006 and 2007 evidences the materiality o the scourdtios markets of nformation
coneerning RBS"s exposure to suhpiime.

08.  The {oregoing statemenis were also materially false and misleading hecause the

2005 Fonn 20-F failed to disclose any concentratton of oredid tisk adsing from the hillions of

Lid
L.
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dolears of subprime assets in RBS'S porifode. 1AS 32 required RBS to disclose cortain
wrformation that would “assist neers of fnanmal swternents in assessing the extent of Tisk related
10 bath revopnized and unrecognized financia) instrivoents.” Parngraph 66 of IAS 32 siated that
“for cach class of financial asset, both recognized and mwevognized, un emterprize should
disciose information abeat fts exposire tn eredit risk, including. . signifieant conventrativns of
credit risk.” Paragraph 75 of 1AS 32 specificd tat “{c]haracteristics that may give rise to a
concentration of risk include. ..the level of creditworthiness of group of borrowers.” Puragraph
76 of 1A8 326 stated that “[d]isclosure of concentrations of credit risk includes a deseription of
the shared characteristic that identifics each concentration and e umount of the mazimum credic
usk exposure associated with all recognized and wirecogoized financial assets sharing that
charvacteriste.”

99, RBS's exposure to CDOs and subpome and Al-4 MBS frading inventories
representod significant conventrattons of credil nisk with similar charactenistics. The weaker
credit guality, wnvenfied bomower income, and sengitivity to increases in interest rutes of the
loans wndedying these. asset-backed securities creatad a specific fsk with respeet to a potential
decline in residential real ostate prices and increases in mornigage inlerest rates, soeh Hsk was
parlicularly prevaleat in the LLS, whete the growth in houstng prices had been so dramatic 'uﬁ b
mig-2006 afier which it hegan to decline,

130, With respect to RBS"s eapfial base, the 2005 Form 20-F represented that i was
EHE's policy to “maintzin o strong capital buese, to expand it as appropriale and to utilize it
efficiently throughout its activities to optinadze the retum 10 sharcholders while maintaining a

prude relationship between the caprital base and the underbying tiaks of the business™ (p. 37).
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101, The forogoing statement was matedally false and misleading beosuse BBS friled
1o disclose thaf the Company- vither lacked amy such policy or lacked the means to implement the
policy, as EBS had and would continue to acyuite billions of dollars of subprime assets from at
least 2005 through 2007, The vse of R135%s capital base 1o acyuire material amonnis of high-risk
subprme aszets significantly increased RBS s wredit cxposure and concentration of credil osk.
EBES’s ohgoing acquisiion of subprine assets was inconststenl with R138%s stated policy of
maintaining & sirong capital base, ewpanding it as appropriate and atilizing it efficiently
throughous its activities to opfimize the return to sharehodders, while mainmining a prudent
relationship between the capital base and the undetlying risks of the business.

102, With respeet 0 RBS's inlemal controls and risk management practices. the 2005
Form ¥ represented that all credit exposures, once appraved. were effeciively monitored,
mahzged and reviewed periedically against approved limits, with lowet guabity exposures being
subject 1o a greater frequency of analysis and assessment (p. 440); thar perdidic analvsis amd
reporting were used 10 identify and manage credit Hsk convertrations and credit risk quakity
mirraton {p. 40% tha RES kad an extensive governance framework at the Board and senior
exeenlive levels w munage RBSs expesure to credit and market risks (pp. 38-31}; that RBS had
egtablished standards for credit sk managemernt {p. 40% that an execeutive level commitee of
RES would undertake a repular assessment of eoch RBS division’s credit risk managsment.
framework tn engure that it complied with RBS's glandards and was appropriaie Ior the business
being wndertaken (. 400, and that the Board was responsible far RBS s internal controls and kad
establishad such controls to enzure that sienifieant risks faced by RBS were identified, evalumtad,

and managed (p. 38).

iz
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103, The forepoing staiements were materially false and misleading because the
internal controls described above either did not exist 4t RBS or were hot being followed.
Defendants repeatedly depied or minimized RBS’s exposure to subprime and other lower-quality
asgets or failed to disclose the extenl of the Company™s expasire to such assets in the Company’s
financials. It subsequently has been revealed that in 2005 and early 2006, RBS already had
hillions of dellars of subprime and other lower-quality assets on its hooks and was coriinuing o
acewmmulate more of such assets.

164, In conneciion with its announcement of £3.9 bilHon in writedown on April 22,
2008, RBS said that 7% of the lomms backing RES s super-serior CDOs were priginated prior to
2007, Ultimaiely, it was revealed that the highest percentage of the Company’s exposure
subprime and Alt-A loans were brpinaed in 2005 and 2(06.

145, RES's inlernal control failures have bean eomfirmed by a number of senior RRS
inziders, o a Jamuasy 19, 2009 conference call, CEO Hester said that he was “negralively
swprised” when he joined KBS because some of the risk conventrations were inapproprisie.

136, On February 10, 2009, in his testimnony before the - Treasury Comrmities,
Delendant {rondwin admitted that RBS had a risk caltbration issue and that RBS"s risk system
was wrong when it quantified KB3's exposufe to subprime agscls as being very smail.

107.  Duang his testimony before the Treasury Commmittes on February 11, 2009 CEO
Hester destified that one of the Company’s weaknesses bad been “somc very big elements of
copfrod,” mcluding “felonteol of sk and mles on size asd concentration, types of risk and
amennts of risk...”

108,  Anarticle in 75e Daily Telegraph on March 23, 2009 revesled that the manner in

which bonueses were paid - on imeres! earned on assets — encowraped traders o like on riskier
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prospecis which offered higher mies of retarn. One former senjor RRY excontve stated: “Ihe
place was totally-dysfimetonal. Everywhere you lovked they were taking on assels ~ Hilions of
dolars worth of planes, bilhons of Jollurs of ships, commercial real estate across America and
Brirain. They were buying everything o meet Goodwin's taggets and his targets were assets.”

109, I the 2005 Form 20-F. RBS represented that the 2095 fingneial staternents set.
forth therein were fairly presented in accordance with ITFRS in all murerial respects and that RES
had sufficient internal controls o enswre that these Onuncial slatements were in fact Teirly
presented,

110 The foregoing stoiements were materigfly false and misleading becpuse RBS's
2005 Apancial slalements included within the 2005 Form 20-F failed 1o comply with [FRY.
Specifically, RBS's 2605 financial stalements filed (o provide information about the financial
position, performance, and changes m financial position usefol to users (IASE Framework ai
patagraph 12}, faiied to provide micrmation that was readily understandable by users {IASE
Framework al paragraph 23), failed to provide retiabie information that was free from material
crror and that cowdd be depended upon by users to faithfolly repiesent the financial condition of
EBS {IASB Frumework at paragraph 31), faiied to faitbfily present the transactions and other
weents described in the Anuancial stateiments JASB Framework at paragraph 33), and failed 1o
present information neutrally and free from bias (LASE Framework st paragraph 363 RBSs
2005 fizancial statements also failed 1o comply with TAS 32 for the reasons discnssed above
{see X OR).

111, The 200 Form 20-F comained certifications signed by Defendants Goodwin and
Whittaker, as required by the Sarhanes-Ozlbey Act of 2002, Tn thase cortifications, Defenidants

{ioadwin and Whittaker certified that (13 they teviewed the fifing: {2) the filing did “not contain
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any unlrue slalvment of & malerial fact or omil lo stale & malerial fact necessary o make the
statements made, in Gkl of tie circumsdnces under which such statements were made, not
mislesding with regpecr w the period covered by the report;”™ (3) the financial information and
statements conlamed in the report fairly presented, in 2B material respects, the financial
condition and rosults of eperationg of the Company: (4) they designed or caused o be designed
appropriate imernal disclosure controls over financial reporiing; (5} they evaluated the
cftectiveness of such controls; and (6) they disclosed any material change in such controls, and
any fraud or materiad weakness or deficiency in guch cottrels, 1o the Conmpany’s Board amd o Iis
independent audilors,

112, The foregeing statements were maenally false and misleading at the ime they
wore made because, umong other things: (1} RB8%s 2003 Fom 20-F did contain wntrus
stalements of marcrial fact and omitted {0 stale material facts as alleged herein: €23 the 2003
Form Z0-F falled to dizclose the oxdent to winch RBS had subprime assets in fts portfolio or the
coneeitation of credit risk arsing from the subprime assets in its portfolis; wnd (3) RBS lacked
adzquate internal comtrols over financial reporfing to prevent the 2005 Formt 20-F fom being
fzlse and misleading

113, Mav 24 2006 lomm 6-K. ‘The Series Q Frospectus incorporated the Report on

Tornm 6-K thal RBS filed with the SEC on May 24, 2006, The Form 6-K contamed the
memormnda end articles of wssociation of RES. sumples of the share warrants and ADFs
{Amcrican depositary reveipls, which allow 118, Investors to buy shares in foreign comipanies)
for the Scrics Q Preferred Shares, snd a resolution of the RBR Board regarding the Series

Preferred Share Cifenng.
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114, The Form 6-K was materially false and misleading becanse it failed 1o disciose
the exilent 1o which RBS had subpiime assels i is portfolio (see % 90-97 above), the
concentralion of credit dsk arising from the mibprime assets in its portfolio (see T 98-99, 105-
107 above), and RBS’s fwck of imernal condrols to mitigate or properly disclose this cxposure in
{he Cornpany's financial teporting {sce ¥Y 103-10%, 130 ahove).

. December 18, 20H0é: The Series R Offering

113, Om December 13 and 18, 2006, respectively. RBS filed with the SEC the
Prospectus and Prospectus Supplement for the Serles R Preferred Shere Offuring. The Series R
Prospecius and Prospectos Supplermect form a part of the Registration Statomont. Thc.Scrin:s R
Prospectus and Prospoctus Supiplement contained imirue statements of material fact abd omitted
10 stale material facts required to be stated therein, or necessary {0 make the statements contained
therein net misteading, for the reasons set forlh below.

116,  200F Form 20-F. The Seres R Prospectus incorporsied the 2005 Annual Report
on Form 20-F thar RBS fled with the SEC oo April 26, 2006. The 2005 Form 20-F was

materizbly false and mislcading for the reasons et forth in §§85-112 ghove,

117, 2005 Fonm 20-F/A. The Serics R Frogpects also incorporaied the amended Form
20-FrA that BEBS filed with the SEC on Septemiber 27, 2006, The 20035 amended Form 20-F/A
wis malerially {alse and misleeding for the reasens set forth in 9 95-132 above.

118, November 6, 2006 Form 6K Tnterim Repmt.  The Serfes R Prospectus alsa

ineorporated the koterim Report on Form 6-K for the fivst six months of 2006, ended Tune 34,
2006, that RRS filed with the SEC on November 9, 2000, The Form 6-K disclosed R13Ss results
ol operations and finaneial results for e fivst gix months of 2006, In discussing these résults,
the Form 6-K was materially false and misleading and amitted material facts hecanse it falled 1o

disclose {he cxtent to which RBS had subprime assets in its portiolio {see %4 96-37 above), or the
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contcemmution of credir risk arising from the subprime asscis in #is portfolio {see % 98-99, 105-
106 aboved,

119, The financial statersenis included within the Form 6-K were materially falzse and
mhisleading #nd failed to ecamply with TAS 34, which required disctosure of evonts snd
transaciions that were sigaifican w0 an understanding of the changes in financial posiiion and
performance of RBS since the last annual repotting period. During the intenim tinancial period
encompassed with the Forn 6-K, RBS's portfolio of subprime nssets materially increased,
resuiting in a corresponding increase in credit risk and concentration of Tisk that was significant
1o ap understanding of the interin financial staicments and thal was noet disclosed i the mterim
financial statements for the {irst sl months of 2006,

124, The financial statements inchaded within (e Form 6-1 also failed o comply with
certadn provisions of the JASB Framework which roquires that financial staicments provide
information about the financial position, performance and change; in financial position that is
usedud 10 waers, (LASE Framework at paragraph 12). The interim report further failed to provide
reliable informmion that was free fromm material error and that could be depended upon by users
1 fmithfully represent what it could reasonably be expected 10 represent. (TASB Framework at
paragraphs 31, 33). Additionally, the imterim reporl Tailed 1o present infonmation neutrafly and
free from bias. (1ASH Frumework at paragraph 367

121, November 8. 2006 Form 6-K. The Serics B Prospecius abso incomporaled by

referonce the Form 6-K filed with the SEC on November 9, 2006 that restaied cortain scpment
disclosires containgd in EBSs 2005 Form 20-F and 2005 Form 20-T/A. The Form 6-K was

matertzlly false und misleading for the reasons set forth in %% 95-312 above,
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122, December 21, 2006 Yorn 6-K. The Series R Prospectus incorporaied the Reporf

on Form 6-K thal RES filed wilh the SEC an December 21, 20k, The Form 6-F contyined the
memorands and artizics of associalicn of RKBS, semples of the shase warr‘mﬁ and ADREs for the
Settes R Prefenzed Shares, and a resolution of the RBS Boarg of Directors regarding the Scries B
Preferred Share (Offering,

123, The Form &K was malenially false and misleading becanse it faited to disclose
the cxtent to which EBS had subprime assels in its pontfolio (see 5 96-97 abowved, the
concentration of credit risk arising from the subprime asscis in s portfolio (see Y 95-99, 105-
106 ahove), and RBS™s lack of internal controls 1o mitigate or properly disclose (his exposure in
the Comapany’s financial reporiing {see 4% 103-108, 110 above).

D, June 26, 2007: The Serics S Offering

124, On June 20 and 26, 2007, respeetively, EBS filed with the SEC the Prospecs
and Prospectus Supplement for the Series § Preferred Share Offring. The Senes S Prospectus
and Prospectus Supplement form a part of the: Registration Statement. The Serles § Prospectns
and Prospeciue Supplement contained witrue statements of material fact and omutied fo state
muisrial fels required w be stated therein, or necessary to make the sistoments contained therein
nod imslcading, for the reasons sat fonh below.

125 Wrth respect fo the ABN AMRO acquisTion, the Series § Prospectus Supplement
stated that based on RIBS's due diligence and the publicly availsble information aboui ABN
AMRO, the combination of RBS's Global Banking & Markets group with AN AMRO's Global
Wholesals business would create a “leading corporale znd insliurioniat husiness with both scale
and global remch.™ (p. 90

126, The foregoing siatcment was materialy false and misleading because {1} EBS

failed fo disclose that ABN AMRO had billions of dollars of undisclosed subprime asses on its

3k
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balance shest priot o the acquisition; {2) that the addition of the ARBN AMEO subprime assets 1o
Rit%s own portfolio of subprime assets would materially increase RBSs existing undisclosed
concentration of suhprime assets; and {3) RBS lacked sufficient internal controls to offeetively
manags this increased risk conceniration.

127, The foregeing statement was also materially false and misleading when made
becanse R8BS lacled an adequate basis to make representations abows the benefits 1 RBS. from
e proposed scquisiion. EBS's executives failed 1o appreciate the risk these assels presented
and RBS backed sulficient wlemsal comtrols io moniior and manage the increased concentration
of credil fisk resulting frorn the seyuisiion of ABN AMRO s subprime zssets.

128, ©On Aprl 22, 2008, Defendant Whittaker admiticd that one-third of the £5.9
billion of subprime =ssets weitten down &t the end of 2007 (just & few monibs afier the
acquisition closed) were on ABN AMRO's balance sheet at the time of the acquisition.

129, On Movember 20 20608, DNefendant McKillop admitted that “the scouisilion
increased our exposure 1o thuse wholesale markets within which wany of the problems have
emexged during the course of this financial crisis. In rewespect the higher exposure to asscis,
which laler became very dffcull fo trade, and the need to fund an enfarged balance sheed az
access o Hguidity hocamoe increasingly difficull, increused (he shori-term vlﬂneralﬁi]fty of the
Group to the financial crisis as #f infensified this vear™

1A 20066 Form 20-F The Series 5 Prospectus meorported the Annus] Report on

Form 20-F Tor the fiscsl yeor ended Deocmber 31, 2006, filed with the SEC on Apnl 24, 20407,
131, the 2006 Fomm 20-F represented that xisk clements in lending and potential
probler Joans represented jusi 1.57% of gress loans and advances to cosfomers {exehuding

reverse repos) {p. ¥ that pordolio risk remained stable and the corporate credit environment
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remattied bonign {p. 21k that lending prowth was centered on high quality resideniial mottgages
and soall Susiness loans (p.23): and that low impairment losses reflected the peime quality of
Ciiizens” portfolie {p. 283 The 2006 Form 20-F also purported to set o and quantify RBSs
exposure to credit risk by asser quality, industry sector, geography. prédu:ct, and customer type
{pp, 43-43).

132, The foregoing statements were materially false and misleading because they
failed to disclase the extent 1o which RBS had subprime assels i Ity porifolio. Dhuring 2006 and
early 2007, RBR acquired billions of dellas of subprime assets {hrough the activities of RBS's
Greenwich and Cifizens subsidiaries, snong others, The 2006 Form 20-F failed to discloss the
extend of RBSs subpitime asseis and potential ¢xposure to any subprime assets. Under [FRS,
“ormssicds or msstatements of items ore material if they could, individually or coleotivehy,
influence the econamic decisions that users make on the basiz of the financial statements.” The
amount of subprime assets that RBS vas acqubing during 2006 and early 2007 was maierial to
RBS's financial stalements and business prospects and should have been disclosed to investors,
a5 the amouni of RBS's subprime assets vould have influenced the ectniomic decisions investors
made on the busis of RBS s financial staterenis,

133, TBS% manapement was guestivned by securities analvsts about RBS's sxposure
1 subprimne loans and related trading activity, The questions of financial analysts concerning
RBE&*s exposure (o subprime in petiodic conderence calls thronghent 2006 and 2007 evidences
the materiality to the securities markets of Information concerning RBS s exposure 1o subprinie,

134,  The foregoing statemernts were atzo meterially false and misleading becausc the
2006 Form 20-T failed to disclose any concentration of cradit risk arising from the billions of

deliars of subprime assets in RIBBS’s portfolic.  IAS 32 required RBS to disclose cenain

a0
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mlormation {hat would “ass.isi users of firancial statements in assessing the extent of risk relgted
to bwoth recognized and unrecognized fnancial instrumems.” Paragraph 66 of TAS 32 stased that
“loz emch class of financial asset, both recognized and uworecognized, an enterprise should
diselese informanion about e sxposure o credit risk, including, significast concentrations of
credit pisk.”  Paragraph 75 of 1AS 32 specified that “[c'_]hamnierisﬂés then. may give rise o a
concentration of risk include...(he Jevel of creditworthiness of groms of borrowets.” Paragraph
76 nf 1AS 32 stared that “[ |isclesure of concentrations of vredit risk includes a description of the
shared chemcteristic that jdemifies cach conceniration and the amount of the maximum cradit
risk exposure associated with all recognized and unrecogmized fimancial assets sharing thal
charaeterstie,™

135, RBS's ewposuze (v CDOs and subprime and Alt-A MBS tmding inventories
represented significant concentrations of credit nisk with similar charactensiics, The weaker
credit quality, unverified bormower meome and sensitivity to ncreases in ierest raies of the
foans nnderlving these ARS created a specific risk with respect 1o 3 potential decline in
residential reaf estate prices and increascs in mortgage interest rates. Such risk was padicularly
prevalent in the 118, where the growth in housing prices bud been so dramatie np 1o mid-2006
aller which il begam to decline.

136, With rsspect to SBS’s capital base, the J006 Form 20-F represented that it way
EBS's pulicy to “maintain & sirong capital base, to expand it as appropriste and o utilize it
efficiently throughoat iy aelivilies (o optimize the returm to sharcholders while maintsining a
pradentrelstionship between the capital base and the underlying risks of the business™ (p. 38).

137, The foregoing slalement way materielly false and misleailing because RBS fajled

to diselose that RBS cither lacked any such policy or tacked the means to implement the poficy,
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#5 RBS had and wonld continae fo acquare billions of doflars of subprimg dssets from at least
2005 through 2007, The use of RUS's wapilal base to acqitire material amounts of high-risk
subpiime assets sipnificanty increased RBS s credil exposure and concemiration of credii fisk.
RBS’s ongoitg acquisition of subprime assels was inconsistent with RBS™s stated pofiey of
maitiaining a stfong capital base, expanding U as appropriate and wilighog it efficientty
theoughout s uclivites to optimize the returt o shdreholders while maintaining & prudent
relationship between the capital base and the nnderlying risks of the business.

138, The foregeiny stilement was materially false and misleading because RBS [ailed
to disclose that the ABN AMRO acquisition would further updermine RBS’s stated policy of
mabnaining a strong capital base, whiliziey il efficiently to optimnize shareholder value, and
maininining a predent relationship hersveen the capital base and the underlying risks of the
business, because RES would be taking on (e subprime assets already held by ABN AMRO
presemted for RBS inoa deteriorating credit envitonmend.

139, With respect to RBS's internal controls and risk mansgement practices, the 2006
Ferm 26-F represemied that all credit exposures, once approved, were effectively monitoved,
managed end reviewed periodically against approved limits, with Jower quality exposures being
subjsct 10 a2 greater frequency of ansbysis and assessment {p. 4 .'I,hai portfodio anakysts and
reporting were used to identify and manage credit visk concentrations and credit tisk quality
mipation {(p. 41 that RBS had an extensive governance framework at the Board and scrmor
cxeculive levels to manage RBY’s exposure lo credit and market risks (pp. 39-41% that RES had
cstablished standards for credit visk management {p. 41); that an cxeeutive level committes of
RBS woold undertake a regular assessmemt of each RBS division’s credit risk management

framewark to ensure thai it complied with RBS's standards and was appropriate for the busfness
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betmgr undertaken (p. 41); and that the Board was responsibie for RBS s internal controls and had -
stablished such contfrols 1o ensure that significant risks fuced by BBS were identified. evaluated
and manaped (p. 393

145, The foregoing statements were materislly false and misleading hecanse (e
imaernal congrols deseribed above either did not exist sz EBS er were not being followed. RBS's
ﬂﬁinagcmem repeatedly denied or mimannzed RBS'2 exposure o subprime and ofher lower-
quality assets or failed 1o discluse the extent of RBS s exposure to such assets in the Company’s
financials, It has been revealed that in 2006 and early 2007, RBES already hud billions of dellars
of subprime and other lawer-qualbity asses on its books and was continuing 1o accwmulate maore
of such assets.

141, In comnection with its apnoancement of £5.9 billion in writedown on April 22,
2008, RI8 said that 7% of the loans hacking RBS’s super-senior CD0s were originated prior to
2007, Ultmedtely, it was revesled that the hiphest percentage of the Company’s exposure o
subprime and -4““1.11;'1.1«L foams. were orginated in 2005 and 2006,

142, RBS's internal control faihmes have been confirmed by a number of sepior RGE
insiders. Om a January 19, 2009 conference call, CEO Nester ackaowledged thal he was
“negatively sarprised” when he joinod RBS becmnse same of the risk concentratdons were
inappropriate.  Om February 10, 2005, Defindant Goodwin admitted that RBS had a risk
calibration issue and that REY's risk system was wrony wien it quantified RBS's caposure to
subprime assels as being very small.

143, Duwring his lestimony on Felwuary 11, 2009 before Parliament, CEQ Hester

testilied (hit one of the Company’s weakresses had been “some very big elements of control,”
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imcluding “Teloniol of nsk and rules on sive and concettration, types of sk and amounts of
risk....”

144, An aticle i The Daily Teleprapd on March 23, 2009 revealed that the manner In
which bonuses were paid — on inlerest cammed on assers ~ encoumuped {raders to take on riskier
prospects which offered higher rates of romm,  One former senior BBS exevutive stiled; “The
place was tetally dysfunctional, Everywhere you booked they wore taking on assets - billions of
dolars worth of planes, hillions of doHars of shins, commercial real estare woross Amerca and
Tritain. They were buving everything to mest Goodwin 'z targets and his Srpcts wore assets.”

145, Tn the 2006 Form 20-F, RBS represented that the 2006 fmancial statomenls st
forth therein were fairly presenied in sccordanee with IFES in all matenial respects and that RBS
had sufficient internal domfrols t¢ ensure that these loancial statements were in fact fairly
presented.

- 148, The foregoing staternents were maaferially false and mislcading because HBS's
2006 Gmancial stazements incloded within the 2086 Form 20-F fatled o comply with IFRS.
Specifically, RBS's 2006 financial statements failed to provide information aboul the fingncial
position, performance and changes in financial position useful to users (TASB Frésmuvmrk at
paragraph 12}, failed o provide information that was readily understandable by users (1ASB
Framework at paragraph 25), failed to provide reliable mfonuation that was free from material
errar and that could be depended upon by users 1o faithfully represent the financial condition of
KBS (IASE Frameworls at pamagraph 313, fmled to fathfully present the transactions and other
evenis deseribed in the Iinancial siatements (IASB Framework at paragraph 33), and failed to

present informstion nesirally snd free fom bias (JASE Fromework al paragraph 36} R85s
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2006 fimamcial slatements also fadlted to comply with IAS 32, for the réasons discussed above {see
1 98 above).

147, The 2006 Form 20-F contatned certificstions sipned by Defendimts Gogdwin and
Whittaker, as reguired by the Sarbancs-Oxley Act of 2002, In those cenificatons, Defendants
Goodwin and Whittaker cerirfied that {1} they reviewed the Gling: (2} the filng did “not contain
any Lntroe slatemest of a material fact or omil o sste & mudensl fact necessary fo make the
statemenis made, in light of fhe circumstances undor which such stalements were made, not
miskeading with respect to the period covered by the report;™ (3} the financial information and
statements comained in the report fairly presemed, in all material respects, the [inancial
condition and results of aperatons of the Company; {4) they designed or caused to be desiymed
appropoiwie nlernsl disclosure controls over financial reporting; {5} they evalwated the
effectiveness of such controls; and (6) they disclosed any malerial change in such controls, and
aney fraud or material weakness or deficieney in such controls, o the Company’s Board and 1o its
independent auditors.

148, The foregoing statements were materially false and musleading at the time they
were made because, emong other things: (1) RIISs 2000 Form 26-F did contasin umine
statements of material fact and omitted to state material facts; (2) the 2006 Form 20-F fuiked o
disclose the extent lo which RBS had subprime assets in its portfolio or the concontration of
credit risk arising from the subpritne assels o its porifolio; and {3) RBE lacked adeguate inlernal
conirols over finuncial rtepoating to prevent the 2006 Form 20-F [rom being false and misleading.

149, Jume 27, 2007 Forrn 6-K. The Series & Prospectus incorporaled the Reporl on

Foom 6K that RBS filed with the SEC on Yune 27, 2006, The Form &K contained the

mremiranda snd zrticles of association of RBS, samples of the share warrapts and ADRs for the
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Seriez § Prefemed Shares, and a resolvution of the RES Board regarding the Series 8 Preferred
Share Offering.

1530, T'ne Form 6-K was materially false and misleading because it failed to disclose
the extemt to which RBS had subprime assets in its portfolo {gee Y 132-123 above), the
conceniration of credil visk arising from the subprime asiets in its portfolio {see P 134, 142-143
above}, and RBS’s lack of intemal controls 1 mitigate or properdy disclose this cxposure in the
Company’s financiad reporting (see ¢ 140-144, 1458, 148 abovel,

E. September 34, 2067; The Serjes T Offering

151, Um Geptember 18 and 24, 2007, respectively, RBR filed with the SEC the
Prospectus and Prospectas Supplement for the Series 7' Preferred Share QOffering. The Series T
Prospects and Prospectus Supplement formn a part of the Repistration Statement. The Series T
Prospectus and Prospeotus Supplement contamned unirise siatements of material tact and omined
tw stale material 1acts required to be slated therein, or necessary to make the statements contained
therein not misleading, for the feasons set forh below.

152, With respect to the AN AMRO acquisition, the Series T 'rospectiss Supplernent
stoted that hased on RBY's dus diligence and the publicly available information abewt ABN
AMRO, the combination of RES's Glabai Banking & Markels group with ABN AMR(’s Global
Wholesale business would be a strong strategic fit and would cnable RBS (o accelerate Hs
expansion relative 1o its then current stratepy. KBS alao represented that it had developed 2 efear
and detatled roadmap for te intepration of ABN AMRO 2 business into RBS and that RBY
expeciad 10 generale sipnificanty bigher revanues from ABN AMRO s business. The foregoing
sialements were materially false and misleading Tor the reasons set forth in 99 126-129 above,

1533, 'The Semes T Prospectus Supplement set forth, for RBS and ABN AMROL

vnaudited cundensed combined balance sheets and income statemerns as ol June 36, 2007,
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prepared n accordance with IFRS, that assumed the acquisition was compleied on ity lerms. In
discussing these combined resadts, the Series T Prospectus Supplement was materially Salse and
misleading boeause iv Lxled wo disclose the extent 1o which RBS apd ABN AMRO had subprime
assels in thelr portfolios (see WY 126, 132-133 above), or the concentration of credii risk arising
from the subprime ussets in their portfolios isee T 126, 134, 142-143 above).

154, 2006 Torm 20-F, The Seres T Prospecius incorporated the 2006 Anmal Report

on Form 20-F that RBS filed with the SEC on April 24, 2007, The 2006 Form 20-F was
materially false and miskeading for the reesons set fordh Tn 4% 130-148 shove.

155, Auvgust 15, 2007 Interim Report on Form 6-K. The Seardes T Prospectus also

incorporated the Inderim. Report on Form 6K for the six months of 2007, which RBE filed with
the SEC on Auagost 15, 2007,

156, The Form 6-K represented that RBS's Impairmeni osses actually fell 2% when
compared fo the same peried in 2006 {p. 3 fhat the nisk elements i lending and potential
problem loans representad just E31%n of gross loans aid advances o customers {excluding
revoyse ropos), a decline from the prior year (p. 3); that portivlio risk remained stable and the
cotporate eredit environment remained benign {p. 14), apd that Cifizens was not active in
subprime lending wnd its consumer lending was to privae customers (p. 22,

157, The foregoing statements were materially false and misleading and omitted
mtaterial facls becatse they falled to disclose the extent to which RBS had subpiime assels in iis
portfolte (see TY 132-133 above), or the concemration of credit risk arisiog from the subprime
asselts ints portiolio (see ™% 134, 142-143 above).

158, In discussing the mmlerim 1esuls for the fitst six months of 2007, the Form 6K

distussed RBS’s asset gualiny and credit sisks.  This discussiom wag materially fzlee and
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misicading and cuitied material faets beeause it did not disclose m atteript fo quantify the cxiont
o whick RBS had subprime assels in ils porifobo (see 1% 132-133 above), the concentraion of
credit risk arising from the sobprime assets in its portfolio {see $F 134, 142-143 abowe), or that as
g rosult of the mpending acquisilen of ABN AMRO, RBS"s exposure to and concegtration of
credit risk from subprime assets m its ponfelio would increase dramatically (52 ¥ 126 above),

1539, The fipancigt statemcnts wcluded within the Form 6K were materially false and
mwisléading and failed to comply with {FRS.  Specifically, RBS's interim 2007 financial
staternants failed to provide information abowt the financial position, performance, and changes
in finencial position useful o wsers (TASB Framework at parvagraph 123, failed o provide
information ikal was readily understandable by vsers (1ASB Framework ar paragraph 253, failed
to provide reliable information that was free from material error and that comld be dependid
wpon by users to faithfully represent the financial conditivn of KBS {1ASE Fromework at
paragraph 313, failed to fajthfully present the teansactions and other events described in ihe
financial statements (JASB Pramewomk af paragraph 33), and failed 1o present information
neutralty and free from hias ({ASH Framework at paragrash 36%.

160, The mierim 2006 financial strtements included within the Form 6-K alse faled to
comply with 1AS 34, which required disclosire of events and transactions that wore sigmificant
1o an understanding ol ibe changes in financial position and performance of RBS since the last
antual reporime petiod (148 34 ol paragraph 15}, god material eews mbsequent to the end of
the inderim period that higve not been rellected in the finsmcial statements for the interin pegod
(LAS 34 af paragraph 16). During e interim linancial perdod encompassed with the Foon 6-K,
RES's nortfelio of subprime assers materially inereased. resubting in a corresponding inercase m

cradin risk and concentration of risk thal was nol disclosed in the intecir finaneial statements Tt
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tae first s32 momths of 2007, In addition. RBS fatled to disclose the significant decline in the
value of its holdings of sebprime assets that had sccurred since June 24, 2007, Beeavse of these
{ailures to disclose certain wlormation requned by 1A% 34, the financial staternems included
within the Fors 0-K alse failed to comply with provistons of the IANE Framewozi. RBSs
financial staiements failed to provide requied mlormation sbout the financial position,
performance and changes in financial position that is useful to osers (1AS Pramework at
paragraph 12}, reltable informatan that was free from mudedal error and that conld be depended
upon by users to faithfully represent what 5t could reasonably be expecied to represert (LAS
Framework sl paragraphs 31, 33), and present information neutrally and fice from bias (TASH
Framework al paragraph 36).

F61.  In connection with ks anncuncement of £3.9 billion In writedown on April 22,
2008, RBS said that 70% of the luans bavking RBS s super-senior CDEOs were originaled prior to
2007, Ultimately, it was revealed that the highest percenlage of the Company’s exposure o
subprime and Al-A loans were originated in 20035 and 2004,

162, The financial statements included within the Form 6-K also violated [AS 39
hecause they failed to propetly mark-to-market the tue valee of RBS's portfolio of subpime
assets, pariculatly the U8, subprime assets. This was a viodation of TAS 39%s requitement that
RBS consider all available observable market date in detesmining the value of its C1Os,
including declines in the ABX indiees. During the first six months of 2007, the key indices in
the L8, tracking the smmarkel value of morigege-backed seswrities and CDOs, particularly the
indices tracking subprizne assets, hay declined dramatically due to the reported rise in defanlt
rales on subprime loans and the amounced bunkrupicy of severa) subprime mortzage oripinators.

By Tune 2007, the indices for subprime loans showed that these assetz were being discoanied by
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as much as 653%. However, i the Form 6-K for the Grsl six momths of 2007, RBS continued to
value its subprithe portfolic at fill value, and fhiled lo propetly account for the siymificant
reducticn In (ke value of its subprime asset portfolic consislen! with what was known in the
miark et

163, September 27, 2807 Form 6K The Sedes T Pruspectys mentporaled the Report
on Form 6-K that R135 filed with the SEC on Septomber 27, 2006, The Form 6-K coatained the
memoranda and aricles of assoctation of RBS, sarnples of the share warrants and ADRs for the
Series T Preferred Shares, and » resolution of the RBS Board regarding the Seties T Preferred
Share Ofering.

164. The Form 6-K was materially false and misleading because it tailed to disclose
the exlent 1o which RBS and ABN AMRO had subprime assets in their porticlios. (see $ 126,
132-133 #bowve), the concentration of credit 1isk arising from the subpriine assets in their
porifoliog (sz2 T 126, 134, 143-143 above), and RBS s lack of mvernal controls o mitigte or
properly disclose this exposure in the Company’s Gnancial réporting (3ee Y 140-144, 146, 148
abore).

F. September 28, 2007 The Series B Offering

165, On September 25 and 28, 2007, respectively, RBS filed with the SEC the
Prospectes and Prospectus Supplement for the Serics U Preferred Share offering. The Seriga U
Prospectiis and Prospectus Supplement fomm o parl of the Regisivation Stidoment. The Serles U
Prospectus and Prospectus Supplemend contained uniruc statements of material fact and omitied
to stale materigl facts required to be slaled therein, or necessary to mike the statements contained
therein not misieading, for the reasomy set forth belaw.

166, The Series U Prospeciug Supplement 1s substariially similar to the Scries T

Prospectios Supplement and conlained the same unirue stuerments of mateniat fact and omissions
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ol material el concerning the ABN AMRO acquisition as set forth in the Scoes T Prospectus
Supplement, which are incorporated by reference. The Series U Prospecius Supplement is
mauterially Takse and misleading for the same reasons set forth above with respect to the Senes '}
Progpectus Supplement.

167. 2006 Form 20-F. The Seriss U Yrospectus incotporated the 2006 Ammual Report
on romm 20-F that RBS fled with the SEC o Amil 24, 2007, The 2006 Form 20-F was
materially false and misleading for the reasons set forth in % 130148 above,

168,  August 15, 2007 Interim Report on Form 6-F. The Series 15 Prospectus also
meosporated an [nterim Reporton Forrs 6-K that RBS fled with the SEC on Angust 15, 2007,
The Interim Report on Form 6-K was materially false and misleading for the reasons set forith in
1% 156-162 zhowve,

169, September 23, 2007 6-K. The Series }) Prospectus also incorpotsted a Form 6-X
that RPS fled with the SEC on September 25, 2007 containing pro forma wnaudited condensed
combined fnancial informoanion related to the nroposed acquisition of ABN AMED. In
discussing these combined results, the Foon 6-K was materially false and mislcading because it
falled to disclese the oxtent to which RBS and ABN AMRO had subprime assets in their
poctfolios {ree T§ 126, 132-133 above), the conceneration of credit dsk arising from the subprime
assets in their portfolics (ree 1Y 126, 134, 122-143 sbove), and RBS's lack of mternzl conbinis to
Tnitigate or properly disclase this exposure in the Company”s financial reporting (sze %% 14(-144
dhevel.

170, Ocober 4 2007 Form 6-K. The Serfes U Prospecaus incorporaled the Report on

Fonn 6-K that RBS filed with the SGC on Qoteber 4, 2007, The Form &K contained the

memarands end arlicles of associafjon of RBS, samples of the share wurrants and ADRSs for the
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Seres U Prelerred Shares, and & resolution of the RBS Board regarding the Sories 1) Preferred
Shage Offiring.

171, The Foom 6-K wag materially false and misleading because it. failed to disclose
e culenl (o which BEBE and ABN AMRO had subprime assels in thewr porifolios (vee 9 132-
133 zhove), the copcenteation of eredit risk arising from the subprime assels m thesr porfolios
{vee % 126, 134, 142-143 .abmfé}, and R133%s lack of internal controls to mitugsic or properly
dizcloge this exposure in the Company’s financial reporting {see 1Y 140-144, 146, 148 above).

172, Febrizary 28, 2008 Form 6K, The Series U Prospectus alzo incorporated “any

rubsequent #-K fumished to the SEC containinp updaied or revised pro forma financial
| information.” On February 28, 2008, KBS fited with the SEC o Report en Form 6- containing
pro fonna Grancial information for BBS and ABN AMROG for 2006 and 2007,

173, The Form &K was maierially false and misleading becsuse it fmfed to discloge
ihe extent to which RES and ABN AMRO had subprinie assets in their porifolios {see T 120,
132-133 abowve), the concentration of credit risk arising from the subprime assels in their
poritelios (see M 126, 134, 142-143 above). and RBS s lack of internal contrels to mitigate or
property disclose this expesure in the Company’s financial reporting (sec 9§ 140-144, 146, 148
above).

174, The Counts sel forth below are not based on and do not seund in freed. Any
allegations of fraud or frandulent conduet andfor motive are specifically excluded froem these -
Counts.  For purposes of assertmg {hese claims vnder the Securiiies Act, Plaintiffs do not aliege
that the Defendants acted with scienter or frgudulent iment. Plainitfs expressty exchude and

dusclaim any allesaton (Gl could be constroed as alleping fraud or inventional or veckiess
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misconduct, as these Coumts ate based solely on claims of strict linhiliy asd/or negligence under
the Securities Acl
COUNT I

AGAINST ALL DEFENDANTS FOR YIOLATIONS OF SECTION 11 OF THE
SECURITIES ACT

175, Plantfis repesi and reallege each and every allepation contained in Paragraphs
10 174 above, eluding all Sections and Paragraphs incorporated therein, and further allege as
follows,

176, This Count is brought pursuant 1o Section 11 of the Scourities Acl, 15 LLE.C
§77k, bv Plaintiffs on behalf of themselves and all persons who purchased or otherwize acquired
RBS Series @, R, §, T or U Non-cumulative Dollar Proforenee Shares purguant or traceable to
the April 8, 2005 Registration Statement againsl ali Defendants,

177, The Registration Stmement for the Preferred Share Offeripgs, indluding the
Preferred Share Offering Materials incorporaied by referedce therein et the wme of each
Preferred Share Offering, contained unirue statements of material facts aud omited to state other
raaterial facts necessary to make the slatemends made therein not misleading.

178.  RBS was the regisirant for each of the Preferred Shue Offerings. As issuer of the
shares, BBY is suictly fiable to Plaintiffs and all ofler persons who puchased or olherwise
acquired RBS Prelenmed Shates pursnant of traceable 1o the Preferred Share Offerings for the
misstatements snd omissions in the Repisination Stalement for the 'Prcfr:a‘rcd. Share GHenngs,

170,  The Individual Defendaots named horein were responsible for the conlents and
dissemination of the Registration Stwement for the Preforred Share Offerings. Each of the
Individua! Defendants signed or authorteed the sioning of the Registretion Slatement or were

identified in the Regisiration Stalement as dircetors. As such, the Individual Defendans caused
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o be tssued, and participated in, the issvance of the Regisiation Stwtement. By reasons of the
conduer alleped heremn, each of the Individual Defendumts violated Section 11 of the Securities
A,

180, The Undersriter Defendants named herein were responsible for the conlents and
dissermination of the Registrsiion Stalement for the Prelerred Share Offerings. The Underwrier
Trefandants acted negligently and are lisble to Planiifls and to all other porsvas who putchased
ar otherwise acquired RBS Preferred Shares pursuan or traceable to the Reglarration Statement
for the Preferred Share Offcrings in which each Underwriter Defendant participated.

181. Deflendunts owed to puechasers of the Preferred Shares 1ssued in the Otferings the
duly to make a rcasonsble and diligent investigation of the statements cerntained in the
Repistration Staterment for the Preferred Share Cilenings, and any incorporated decumients, af the
titne it became effective to ensure it sald statoiments were wue and thil were were o emizsions
of material fact which rendered lhe siatementy therein materially umtrue and misleading.
Defendants did not make 4 reasomable investigation of pogsess reasonable prounds to believe that
the statmmnents comtained I the Repistralion Statoment were toe, without omissions.of Gty
material facts, and were nol mizleading.  Ascordingly, Defendants acted nepligently and are
therefore liable to Maintiffs and all olher persons who purchased or otherwise acquired RBS
Proferred Shares porsant of taceahle to the Registration Statement for the treferred Share
Ofetings,

182, Plabmiifts and all mambers of the Class who purchased er otherwise acguired RRS
Preferved Shares pursuant or wraceeble to the Regisiration Statement for the Preferred Share

Offenngs did not knew of the neghigent conduct alleged herein or of the facts conceming the
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unmue siatements of material facl and omissions aleged herein, and by reasonakle exercise of
care could not have reasonably discavered such facts or conduct.

183, None of the untrue statements or omisstans. 2lleged herein was & forward-looking
statemend, bul rather, concerned existing facts, Muoreover, the Defendants named i thes Couni
did not property identify any of these untrie statements 25 forward-looking statements and did.
net disclose information that undermined the validity of those statements.

184, TLess than one vear elapsed from the time that Maintfls discovered or reasonahly
could have discovered the facts upon which this Count is based o the time that ihis action was
comumended asserting clabps dristayr ol of the Blaty of ihe Registration Sistement. Less than
three years elapsed from the tme that the securitics uposn which this Count is broonght were
nffered in good fanh w te public 10 1he time that this action was commenced.

185, Plaintif¥s and all members of the Class have sustained damages. The value of the
securttics sold pursasnt w the Preferred Share Offerings has declined substantially subseguent to
and due to the Defendams” vielations of Beciign 11 of the Securities Act.

[86. By reasons of the foregoing, the Defendants namaed i this Count are Tiable for
vigiations of Section 11 of ihe Securilies Act lo Plainiils and alt members of the Class who
purchased or otherwise acquired RBS Preferred Shumes pursuant ot raceable to the Regisfration
Statement.

COUNT 1

AGAINST ALL DEFENDANTS FOR V101 A TIONS OF SECTTON 13(A )2} OF THE
SECTURITIES ACT

187.  Plaintifis repest and reallege cach and every allegation eontained in Paragraphs 1
to 174 above, inchoding all Sections and Paragraphs incorporated therein, and further allege as

Tollows,
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188 This Comnt is brought againat all Defendants pursuant to Section 12{x¥2) of the
Secunities Act, 15 UB.C. $77Wa¥2). by Plainiffs pn behalf of themselves and all persons who
purchused or othorwise acquired RBS Series Q, R, 8, T or U Nop-curmulative Dollar Preference
Shares on one or more of the Prefarred Share Offerings.

189, Tefendants were sellers, offerors, andior solicilors of sales of RBS Preferred
Shares offered pursuant to the Prospecius and Prespectzs Supplement 1ssued in connmection with
cach Pretorred Share Offering,

i, The Prospectuses and Prospectus Supplements for the Preferred Share Offerings
comtained untme stalements of malerial Bt and omitted other material facts necossary 1o make
the statements not misleadmg.

191,  Defendants owed o Plaimtiffs and the other members of the Class who purchased
BBS Preferred Shares on the Preferred Share Offerings, pursuant to the Prospectuses and
Prospectus Suppleménts: the duty to make a reesonable and diligert investipaiion of the
sialemenis contained in those Prospectuses and Prospectus Supplements o enswe that such
statements were true and that there was no omission o slae 3 malerisl fact regeized 1o be stued
in order tn make the staléments contzined theremn nod misleading. The Defendanix did net make
aTegsonahla investigation or possess ressonable grounds 1o beleve that the srﬁimnmts vonlained .
and incorporated by mference in the Preferred Share Offering Prospectuses and Prospectus
Supplements ai the time of each offering in which they participated were true and withous
omissions of any materal facts and were nof misleading,  Accordingly, the Defendants are liable
10 Plamtiffs mnd ihe other members of the Class who purchagsed RIS Preferred Shares on the

Preferred Share Offerinigs m which each Defendant participated.
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192, Planliffs and other members of the Class perchased or otherwise apquirgd
Preferred Shares on the Preferred Share Olferings porsuant to materiatly uritrue and misieading
Prospectuses and Prespecius Suppicments and did not know, of in the exercise of reasonable
diligence codid not have known. of the untrudby and omissions contained in the Prospectuses and
Prospectus Supplements for the Preferred Share Otferings.

193, Less than one vear elapsed fronm the fime tﬁai Plaintiffs discovered or reasonably
could have discovered thie facts upen which this Count is based to the time that this action was
commenced wgseriing claims arsing out of the falsity of each of the Preferred Share Prospoctuses
and Prospectus Supplemens.  Less than three years elapsed fiom the tine that the seeurities
upem which this Count is brought were offered i good filh to the publc 10 the tme that ks
action was commenced.

194, By virwe of the conduct alleged hersin, Defendamts vickated §12(ax2) of the
Securiies Act. Accordingly, Plaintiffs and the other mombers of the Class who parchesed RRES
Preferred Shares on the Preferred Share Offerings have the right to rescind and recover the
consideratton paid for their Proferred Shares, and harehy elect to reseind and tender their shares
to the Defendants who participated in the respective offerings in wlich those Preferred Shares
were purchased. Plaintifis and members of the Class who have sold the Prefersed Shares thal
they purchased on the Preferred Share Offerings are cntitled 10 rescissory dumuges.

COUNT f“

AGAINST EACH OF THE INDINVIEDUAL EFENBANTS
FOR VIOLATIONS OF SECTION 15 OF THE SECCRITIES ACT

195, Pluntiffs repeat and reallege each and every allegation comtained in Paragraphs 1

to 174, including all Sechons and Parggraphs incoporated therein, znd further allege as follows.



Case 1:09-cv-00300-DAB Document 182 Filed 03/18/11 Page 61 of 69

196,  This Count it breugli pursuant to §15 of the 1933 Act, 15 (8.0 §770, by
Pleintifls on behalf of themsedves and all persons who purchased or otherwise acgnired RBS
Senes QL R, 5, T or U Noo-cumulative Dollar Preference Shares pursuant or traceshte to the
April 8, 2005 Regisiration Statement against the Individual Defendanis,

197, Al all releviml {imss, the Individoal Defendants were controlling persons of RBS
within the meaning of Sccetion 15 of the Securities Act.  Fach of the Imdividual Defendants
served a5 an execetive officer andfor direcior of RBS prioy to and/or at the time of the Preferred
Shers Cfferings.

198, The Jndividusd Pefondams st all relevant thnes participated in the operation and
ﬁlmagemf-nt of KBS, and conducted and participated, directly and indirectty, in the conduct of
BHS8%s business affairs. As officers and dhrectors of a publicly vwned company, the Individual
Defendamts had & duly to disseminate acourate and truthful information with respect o RBS’s
fimancial condition and results of operations. Because of their positions of comtrol and authorioy
as offfiecrs and directors of RIS, the Individual Defendants were ablc to, and did, control the
contents of the Preferred Share Ofering Materials, which contained materially untrue financial
information, among other thinps.

1949, By reagon of the aloremerntioned conduct, each of the Individual Defondents is
lighle under Saction 15 of the Securities Act, jomly and severally, to Plaintifls and the other
members of the Class who purchased or acquired Preferred Shares yarsuant to the Prefermed
Bhare Offerings. As a direct and. preximare resolt of the conducl of RBS and the Individual
Defendants, Plamtifls and the other members of the Class suffured darsages in connection thefr

purchase or acquisition of Preferred Shares pursvant to the Preferred Share Offerings.
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VIL PRAYER FOR RELIEF

WHEREFCRE, Plaimtifis on their own behalf and on behall of the Class pray for

judgment as Tollras:

A Declaring thiz actioh to be a proper class action maintainable pursuant fo Rnig 23
of ihe Federzl Rules of Civil Procgdure and Plaintiffs to be proper class
eprosentatives;

B. Awarding Pleintiffs and the Class compensatory damages, wgether with
appropriate prejudgment interest at the maximum rie allowable by law;

C. Awarding rescission or a rescissory messwe of danages on all claims were such
renedy o7 damages are appiicable, and

13, Awarding Plaintiffs and the Class their reasonable costs and expenses inomired in
this action, ikiuding counse! fees and expert fees;

E. Gramting such other and further velief as this Court deems (o be just and proper.

YHE  JURY TRIAL DEMAND

Plaintiffs demand a inal by jury of all issues so irahl,

39
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Dated: March 18, 2071 Respectfinlly subsmitted,

GIRARD GTRES LLP

/f'.affr

] = = i

B S FA R

ot W e e
i

Jotudhur K. Levine
T1¥ Thivd Avefiue. 20th Floor
Mew York, NY 10017
Telephone: (212) 867-1721
Facsimide: {212} 867-1767

- ang-.
Damcd C. Girard
Ameaads M Stemer
Christina H.C. Sharp
601 California Street, 14 Floor
Sao Frameisea, TA 94708
Telephonc: (415) 98314800
Tacsimile: (4153 981-4846

Lead Counsel for Flainkifis

LABATON SUCHAROW LLYP
Thomas A. Dubbs

Louis Gottlieb

Thomas (. Hoffman, Jr.

140 Broadway

New York, New York 10005
Telephone: (212) 307-0700
Facsimile: {212) 818-0477

Plaintiffs” Connsel and Conawseld for the Mississippi
Public Emplovees Retirement System

WOLF POFPER LLP
Laster L. Levy

James A, Hamrod

James Kelly-Kowlowitz

%45 Third Avenue

MNew York, New York 10022
Telephone: {212} 759-4600
Facsimile: (212} 436-2093

Plaintifle’ Counsef and Covnsel for the Mississippi
Public Employees Retivement Svstem
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MURRAY, FRANK & SAILER LLP
Marvin L. Frank

Grepary I, Lindth

275 Madizon Avenue, 8th Floor

MNew York, NY 100146

Telephone: {2123 682-181%

Facaimile: {212) 682-1802

Flaintifts’ Counsel and Counsel for Robert
Kunollenberg

POMERANTZ HAUDEK BLGCE
GROSSMAN & GROSS LLP
Putrick V. Dahlstrom

e North La 8sHe Streetf, Suite 2225
Chicage, IL 60602

Telephone: (312) 377-1181
Facsimile: (312} 377-1184

Pluingiffs” Counsel

KAPLAN FOX & KILSHEIMERLLP
Eobert N. Kaplan

850 Third Avenus

New York, NY 10422

Telephone: (212}6R7-1580

Facsimile: {212} 6577714

Flednntiy’ Congrield

FARUQI & FARUQY, LLP
Wadesmm Farigi

Antome Yozzolo

369 Lexington Avends, 10h Floar
MNew York, NY 10017

Telephone: (212) 983.9330
Tapsimale: (212) 983-9331

Plafntiiis " Counsel

o1
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EXHIBIT A
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I. Robert Gt Kuullenberg. do hereby certify thas:
1. I'have reviewed the amended complsint and have antharized irs Tiling:

2. Thave invesimenl auwthority and act on behalf of oy son, David P, Knoilenberg,
Pursuant ko that suthority, § made the investment decisions 1o purchiase securifics of Roval Ranb
of Scotland Groep PLC (NYSE: RES).

3. | have received an assigimont of claiiny from mry 50, oo whoso behalf purchased
RBE securities which are the subjeet of the amended comnplaint These porchases wore 2ot 4t the
direction of countzel or in orderto participate in agy private schon arising under the Securitiag
At of 1833 or Securities Exclumge Act of 1534, 23 amended by the Prvaig Securitias Litigation
Reform Aot of 19495,

4. | am willing to serve as a copresentative party on behalf of & ciass, inchudiag
providing festimony st deposition and wrial, if necessary,

5. Dring the thres year period prior @ the date of this cortification, [ have soughl 1o
serve of served as g Tepresentative party on behaif of o class in ap dction brizught under the
federal securites laws ngaingt Anadigics, Inc.; Cree, Inc.: and Harmonic [ne.

. The Class Period the {rapsactions in RBS securities are as follows:

Eoyal Hank of Secttand Preference Shares, Scries T {RBS-T)

Buyom Sey, Trabt DATE N, OF SECURITIES PRICE PER SECURITY
Bur LT ERLE 3250000
By 091608 100 $10.6395
BLy 97 15/0% : 500 $10.5249

T. 1wkl not accept any pyyment for serving as 2 yepresentstive party an behatf of the
Class beyond my pro refo share of any recovery, except such reasoneble costs and CApEGSES
{(including lost wages) directly rclaring 0 the representation of the Class and oy Gctivities in the
bawminy, ae ordered of approved by the Cowet

1. Mothing hevein shall be construed io be or consttvie o waiver of fy artorney-clent
arivilege.

9. L eentily under penalty of perjury that the foregoing is frue and comrect,

Exeeured on Mmh,%_;‘iﬂ Compleiet by (Print Nams); Lf?n -’j"’f)% ] %g /-‘/é-: éfﬂ!
s -
Sigmacare: ﬁé%ﬁ%

TUTA. PRl
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EXHIBIT B



Case 1:09-cv-00300-DAB Document 182 Filed 03/18/11 Page 68 of 69

Secmilzalion

& I oot oF The i el Binga was

phCesE boue s awcdilizalialr, e il

Sheanl began s boy o sidipfimn tierimaes

A packide thatn 32 RoNTEga-tocka s

ebaHinns 0 sl ber ek .
FomanE

Bulguz 4.
brokor ;e

H.prmmmnj-‘nslilhﬂanudnqu & Tk
oo 10 Tl od, luwdd 19wl e s

Moy AEEE Bisiars Nesy morigage loas By year

RPaperd vl e ¥y

aulspriial bretbioss, iy s o LA 0 R L )
o iinpn aaming ahcdare T ivessme vt

nhnme o bifgh Tees .
e e T Bt

cschinkdd e dimai TEERE .ﬁﬁ_m.mﬁ_
oo Mo W 0 M Snfa MR 2
Dl e pasnlgn
ofarpg wbeime |
o108 e+ BCRLH .
ey vt it a5y
¥oeH Sremt manzp AR
sriEng & fmis foan ;
Hhex gy et ta
[ACEARET. SUGT an
oucatonnd Banka. lar
nirea fenti

Wil Bregt Ivwreslneed Batths broan meolioo sk
Rehpani: lozns Mgt &g oLl et 20 slandards o
Jom TR Rl e S s s s Fancie Mac
srarl spid them as givedn ko saneiies

Rakiri Sipdriie® ueih oy
Sipodutd E Poecs Lalped
st AL ek Sracidis
~+ ; Hhemorgage aacked

v plaTRs ol L gt

© pramibe bond falnga,

Aoy healihy faes o Ha
X HHroeTE, and maki=gikam
; ﬁqﬂﬁm W irestar.
RS Incidng muiect 2ad
N Prsian fugdn,

Sty s Tinsnes
P aneug gated wnpcbard fnaear
i Y'Y kil o ey L e, ey
iredigghir L ot Gecanling ere (endcide, ooy o
slee,| Thy lenreckice fize=oe the Aok of 2 an pordin
Ll i bt AL Wb 00 220h s, Whemsilinrs e b

pusabemerl hapeks e by [N R aorike
otk ey ey pin el R i,

Top-{evaiiroating cancdi

the iighes-groliy, bal et |

payag bardy, Py thpygnn i Mot

muvkmgebacked FeCwily mer L bezkeil

b Jushod o o gy gaigin- & Bl

oy =JdCprimn Ioxn She 1og "i -

Danokes o bk imesroend- )

quada Jabk o ¥ae-d raed H

honels 2o they ooe paid E

Tazt Irem ton popl H E
1
1 Irmasbre
é wemdeadie
1 .

The fovrest-levat trehches - ﬁff.ﬁ:" "

Loz L reeiauh dipes-
eaperg oo, They getalow
caling & o gyid off altm.the
wrattaln. amd Inpdn b rzlcd fuands
b Pl Hohaat Mg Frawese B!
LTV D AT M

[T



Case 1:09-cv-00300-DAB Document 182 Filed 03/18/11 Page 69 of 69

IRGOr () SERYICE

1, Anne von Goetz, herehy declare as follows:

Fam employed by Girard Gibbs, A Limifed Liability Parmearship, 601 California Street,

Satie 1400, fan Francisee, Califorma 94108, T am over the age of eightecn vears and am aot a

party W thes action. O Muarch 18, 2011, T served the within docurenis:

1. AMENDED COMPLAINT

(LI

Paul Adum Engelmayer

Pavid Sapir Lesser

Wises, CuTLER, HALE & Dorr, L1 P
399 Park Avenue

New Vork, NY 10022

Telephone: 212-230-8851

Fan: 212-230-BA4S

Friail: pani enselmaverawilmerhple. com
Emual: david legserf@wilmer.ooim

Ararney for Defendants The Roved Bonk of
Scoifand Growy PLC

Mitchelll A, Lowenthal

Lewss 1. Linoam

CLEARY GOTTLIFE STREN & Hahgpr o, LLP
Onie Liberty PPlara

Tiew Yorly, NY 10006

Telephone: 212-225-2000

Tam: 212-225-3409

N 114 H - i '
Email: Qimani@cgzh.com

Atiorney for Morgeor Stanley & Co.
Icorporaied

by piacing the document {isted above for eoleclion and malling foliowing the firm’s

crdinary business practice in a sealed envelope with podlage therean Tuliy prepaid for
deposit in the United Sttes mail ar San Prancisco, California addressed as sat forth

hedow,

F declare under panalty of penjury emder the laves of the Stase of Califomia thal the ahove

13 teue and correct. Execuicd on March T8, 2011, a2 8an Franeisco, California.
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