TSB BANK PLC
(incorporated with limited liability in Scotland with registered number SC095237)

£5 billion
Global Covered Bond Programme

unconditionally and irrevocably guaranteed as to payments of interest and principal by
TSB COVERED BONDS LLP
(a limited liability partnership incorporated in England and Wales with registered number
0C411834)

Under this £5 billion global covered bond programme (the Programme), TSB Bank plc (the Issuer)
may from time to time issue bonds (the Covered Bonds) denominated in any currency agreed
between the Issuer and the relevant Dealer (as defined below).

TSB Covered Bonds LLP (the LLP) has guaranteed payments of interest and principal under the
Covered Bonds pursuant to a guarantee which is secured over the Portfolio (as defined below) and its
other assets. Recourse against the LLP under its guarantee is limited to the Portfolio and such assets.

Covered Bonds may be issued in bearer or registered form. The maximum aggregate nominal amount
of all Covered Bonds from time to time outstanding under the Programme will not exceed £5 billion
(or its equivalent in other currencies calculated as described in the Programme Agreement described
herein), subject to increase as described herein.

Covered Bonds may be issued on a continuing basis to the Dealer specified under Overview of the
Programme and any additional Dealer(s) appointed under the Programme from time to time by the
Issuer (each a Dealer, and together, the Dealers), which appointment may be for a specific issue or on
an ongoing basis. References in this Prospectus to the relevant Dealer shall, in the case of an issue of
Covered Bonds which are to be subscribed for by one or more Dealers, be to all Dealers agreeing to
subscribe for such Covered Bonds.

This Prospectus constitutes a base prospectus for the purposes of the Prospectus Directive - Directive
2003/71/EC, as amended, which includes the amendments made by Directive 2010/73/EU to the
extent that such amendments have been implemented in a Relevant Member State (the Prospectus
Directive). Application has been made to the Financial Conduct Authority (the FCA) which is the
United Kingdom (UK) competent authority under Part VI of the Financial Services and Markets Act
2000 (the FSMA) for the purposes of the Prospectus Directive and relevant implementing measures in
the UK (the UK Listing Authority) for approval of this Prospectus as a base prospectus issued in
compliance with the Prospectus Directive and relevant implementing measures in the UK for the
purpose of giving information with regard to the issue of Covered Bonds issued under the Programme
to be admitted to the official list of the UK Listing Authority (the Official List) and to the London
Stock Exchange plc (the London Stock Exchange) for such Covered Bonds to be admitted to trading
on the regulated market of the London Stock Exchange which is a "regulated market" for the purposes
of Directive 2014/65/EU (the MIFID II) (the regulated market of the London Stock Exchange)
during the period of 12 months from the date of this Prospectus.

As at the date of this Prospectus: (i) long-term senior obligations of the Issuer are rated "Baa2" by
Moody's Investors Service Limited (Moody's); and (ii) short-term obligations of the Issuer are rated
"P-2" by Moody's; (iii) the long term counterparty risk assessment of the Issuer by Moody's is
"A3(cr)"; and (iv) the short term counterparty risk assessment of the Issuer by Moody's is "P-2(cr)".
Moody's is established in the European Union and is registered under Regulation (EC) No. 1060/2009



(as amended) of the European Parliament and of the Council of 16 September 2009 on credit rating
agencies. As such it is included in the list of credit rating agencies published by the European
Securities and Markets Authority on its website in accordance with such Regulation.

References in this Prospectus to Covered Bonds being listed (and all related references) shall, unless
the context otherwise requires, mean that such Covered Bonds have been admitted to trading on the
regulated market of the London Stock Exchange and have been admitted to the Official List.

The price and amount of Covered Bonds to be issued under the Programme will be determined by the
Issuer and each relevant Dealer at the time of issue in accordance with prevailing market conditions.
Notice of the aggregate nominal amount of Covered Bonds, interest (if any) payable in respect of
Covered Bonds and the issue price of Covered Bonds will be set out in a separate document
containing the final terms for that Tranche (each, a Final Terms) which, with respect to Covered
Bonds to be listed on the London Stock Exchange, will be delivered to the FCA and the London Stock
Exchange on or before the date of issue of such Tranche of Covered Bonds.

The Issuer may issue N Covered Bonds from time to time, which will not be issued pursuant to this
Prospectus, or pursuant to any Final Terms under this Prospectus.

The UK Listing Authority has neither approved nor reviewed information contained in this Prospectus
in connection with any N Covered Bonds.

On 24 February 2017, the Issuer was admitted to the register of issuers and the Programme was
admitted to the register of regulated covered bonds pursuant to Regulation 14 of the Regulated
Covered Bonds Regulations (SI 2008/346) as amended by the Regulated Covered Bonds
(Amendment) Regulations 2008 (SI 2008/1714), the Regulated Covered Bonds (Amendment)
Regulations 2011 (SI 2011/2859) and the Regulated Covered Bonds (Amendment) Regulations 2012
(SI 2012/2977) (the RCB Regulations).

Prospective investors should have regard to the factors described under the section headed Risk
Factors in this Prospectus. This Prospectus does not describe all of the risks of an investment in
the Covered Bonds.

Prospective investors in Covered Bonds should ensure that they understand the nature of the
relevant Covered Bonds and the extent of their exposure to risks and that they consider the
suitability of the relevant Covered Bonds as an investment in the light of their own
circumstances and financial condition.

CERTAIN ISSUES OF COVERED BONDS INVOLVE A HIGH DEGREE OF RISK AND
POTENTIAL INVESTORS SHOULD BE PREPARED TO SUSTAIN A LOSS OF ALL OR
PART OF THEIR INVESTMENT. It is the responsibility of prospective investors to ensure
that they have sufficient knowledge, experience and professional advice to make their own legal,
financial, tax, accounting and other business evaluation of the merits and risks of investing in
the Covered Bonds and are not relying on the advice of the Issuer, the Security Trustee (as
defined herein) or Bond Trustee (as defined herein) or the relevant Dealer in that regard.

The Covered Bonds and the Covered Bond Guarantee (defined below) have not been and will not be
registered under the U.S. Securities Act of 1933, as amended (the Securities Act), and the Covered
Bonds may not be offered or sold in the U.S. or to, or for the benefit of, U.S. persons as defined in
Regulation S under the Securities Act (Regulation S) unless such securities are registered under the
Securities Act or pursuant to an exemption from, or in a transaction not subject to, the registration
requirements of the Securities Act and in accordance with all applicable state securities laws. See
"Form of the Covered Bonds" for a description of the manner in which Covered Bonds will be issued.
Registered Covered Bonds (as defined below) are subject to certain restrictions on transfer: (see
"Subscription and Sale and Transfer and Selling Restrictions").

The Covered Bonds issued under the Programme are expected on issue to be assigned an "Aaa" rating
by Moody's Investors Service Limited. A credit rating is not a recommendation to buy, sell or hold
securities and may be subject to revision, suspension or withdrawal at any time by the assigning rating
organisation. Whether or not each credit rating applied for in relation to a relevant Series of Covered



Bonds will be issued by a credit rating agency established in the European Union and registered under
Regulation (EU) No 1060/2009 (as amended) on credit rating agencies (the CRA Regulation) will be
disclosed in the Final Terms. In general, European regulated investors are restricted from using a
rating for regulatory purposes, unless such ratings are issued by a credit rating agency established in
the European Union and registered under the CRA Regulation (and such registration has not been
withdrawn or suspended). Moody's is established in the European Union and is registered under the
CRA Regulation and as such is included in the list of credit rating agencies published by the European
Securities and Markets Authority on its website in accordance with the CRA Regulation.

Amounts payable on Floating Rate Covered Bonds may be calculated by reference to one of LIBOR,
EURIBOR and SONIA as specified in the relevant Final Terms. As at the date of this base
prospectus, the administrator of LIBOR is included in ESMA’s register and the administrators of
EURIBOR and SONIA are not included in ESMA's register of administrators under Article 36 of the
Regulation (EU) No. 2016/1011 (the Benchmarks Regulation). As far as the Issuer is aware, in
respect of LIBOR and EURIBOR, the transitional provisions in Article 51 of the Benchmarks
Regulation apply, such that the ICE Benchmark Administration, the European Money Markets
Institute and the Bank of England are not currently required to obtain authorisation/registration (or, if
located outside the European Union, recognition, endorsement or equivalence).

Arranger for the Programme
Lloyds Bank Corporate Markets plc

Dealers
Banco de Sabadell, S.A.
Lloyds Bank Corporate Markets plc
The date of this Prospectus is 1 November 2018



This Prospectus has been approved by the FCA as a base prospectus for the purposes of Article 5.4 of
the Prospectus Directive and has been published in accordance with the prospectus rules made under
the FSMA. This Prospectus is not a prospectus for the purposes of Section 12(a)(2) or any other
provision or order under the Securities Act.

The Issuer and the LLP (the Responsible Persons) each accept responsibility for the information
contained in this prospectus (the Prospectus) and the Final Terms of each Tranche of Covered Bonds
issued under the Programme. To the best of the knowledge and belief of each of the Responsible
Persons (each having taken all reasonable care to ensure that such is the case) the information
contained in this Prospectus is in accordance with the facts and does not omit anything likely to affect
the importance of such information. Any information sourced from third parties contained in this
Prospectus has been accurately reproduced (and is clearly sourced where it appears in the document)
and, as far as each of the Issuer and the LLP are aware and are able to ascertain from information
published by that third party, no facts have been omitted which would render the reproduced
information inaccurate or misleading.

The Covered Bonds may not be a suitable investment for all investors.

On 24 February 2017, the Issuer was admitted to the register of issuers and the Programme was
admitted to the register of regulated covered bonds pursuant to Regulation 14 of the RCB
Regulations.

Copies of each set of Final Terms (in the case of Covered Bonds to be admitted to the Official List)
will be available from the registered office of the Issuer and from the specified office of each of the
Paying Agents (as defined below). Final Terms relating to the Covered Bonds which are admitted to
trading on the regulated market of the London Stock Exchange will be available for inspection via the
website of the Regulatory News Service operated by the London Stock Exchange at
www.londonstockexchange.com/exchange/news/market-news/market-news-home.html.

This Prospectus is to be read in conjunction with any supplementary prospectus hereto, the financial
statements of TSB Bank plc which form part of this Prospectus and are included herein (see the
section entitled "Documents Incorporated by Reference" below) and any Final Terms. This
Prospectus shall be read and construed on the basis that such documents are so incorporated and form
part of this Prospectus.

The information contained in this Prospectus was obtained from the Issuer, the Seller, the LLP and
other sources, but no assurance can be given by the relevant Dealer, the Arranger, the Bond Trustee or
the Security Trustee as to the accuracy or completeness of this information. Accordingly, no
representation, warranty or undertaking, express or implied, is made and no responsibility or liability
is accepted by the relevant Dealer, the Arranger, the Bond Trustee or the Security Trustee as to the
accuracy or completeness of the information contained in this Prospectus or any other information
provided by the Issuer, the Seller and the LLP in connection with the Programme. Neither the
relevant Dealer, the Arranger, the Bond Trustee nor the Security Trustee accepts any liability in
relation to the information contained or incorporated by reference in this Prospectus or any other
information provided by the Issuer, the Seller and the LLP in connection with the Programme.

Subject as provided in the applicable Final Terms, the only persons authorised to use this Prospectus
in connection with an offer of Covered Bonds are the persons named in the applicable Final Terms as
the relevant Dealer.

No person is or has been authorised by the lIssuer, the Seller, the LLP, the relevant Dealer, the
Arranger, the Bond Trustee or the Security Trustee to give any information or to make any
representation not contained in or not consistent with this Prospectus or any other information
supplied in connection with the Programme or the Covered Bonds and, if given or made, such
information or representation must not be relied upon as having been authorised by the Issuer, the
Seller, the LLP, the relevant Dealer, the Arranger, the Bond Trustee or the Security Trustee.

Neither this Prospectus nor any other information supplied in connection with the Programme or any
Covered Bonds (i) is intended to provide the basis of any credit or other evaluation or (ii) should be



considered as a recommendation by the Issuer, the Seller, the LLP, the relevant Dealer, the Arranger,
the Bond Trustee or the Security Trustee that any recipient of this Prospectus or any other information
supplied in connection with the Programme or any Covered Bonds should purchase any Covered
Bonds. Each investor contemplating purchasing any Covered Bonds should make its own
independent investigation of the financial condition and affairs, and its own appraisal of the
creditworthiness, of the Issuer and the LLP. Neither this Prospectus nor any other information
supplied in connection with the Programme or the issue of any Covered Bonds constitutes an offer or
invitation by or on behalf of the Issuer, the Seller, the LLP, the relevant Dealer, the Arranger, the
Bond Trustee or the Security Trustee to any person to subscribe for or to purchase any Covered
Bonds.

Neither the delivery of this Prospectus nor the offering, sale or delivery of any Covered Bonds shall in
any circumstances imply that the information contained herein concerning the Issuer and the LLP is
correct at any time subsequent to the date hereof or that any other information supplied in connection
with the Programme is correct as of any time subsequent to the date indicated in the document
containing the same. The relevant Dealer, the Arranger, the Bond Trustee and the Security Trustee
expressly do not undertake to review the financial condition or affairs of the Issuer, the Seller or the
LLP during the life of the Programme or to advise any investor in the Covered Bonds of any
information coming to their attention.

This Prospectus does not constitute an offer to sell or the solicitation of an offer to buy any Covered
Bonds in any jurisdiction to any person to whom it is unlawful to make the offer or solicitation in such
jurisdiction. The distribution of this Prospectus and the offer or sale of Covered Bonds may be
restricted by law in certain jurisdictions. The Issuer, the Seller, the LLP, the relevant Dealer, the
Bond Trustee and the Security Trustee do not represent that this Prospectus may be lawfully
distributed, or that any Covered Bonds may be lawfully offered, in compliance with any applicable
registration or other requirements in any such jurisdiction, or pursuant to an exemption available
thereunder, or assume any responsibility for facilitating any such distribution or offering. In
particular, no action has been taken by the Issuer, the Seller, the LLP, the relevant Dealer, the
Arranger, the Bond Trustee or the Security Trustee which would permit a public offering of any
Covered Bonds outside the European Economic Area or distribution of this Prospectus in any
jurisdiction where action for that purpose is required. Accordingly, no Covered Bonds may be offered
or sold, directly or indirectly, and neither this Prospectus nor any advertisement or other offering
material may be distributed or published in any jurisdiction, except under circumstances that will
result in compliance with any applicable laws and regulations. Persons into whose possession this
Prospectus or any Covered Bonds may come must inform themselves about, and observe, any such
restrictions on the distribution of this Prospectus and the offering and sale of Covered Bonds. In
particular, there are restrictions on the distribution of this Prospectus and the offer or sale of Covered
Bonds in the U.S., the European Economic Area (including the UK, The Netherlands, the Republic of
Italy, Germany and the Republic of France) and Japan: see "Subscription and Sale and Transfer and
Selling Restrictions". This Prospectus has been prepared on the basis that any offer of Covered Bonds
in any Member State of the European Economic Area which has implemented the Prospectus
Directive (each, a Relevant Member State) will be made pursuant to an exemption under the
Prospectus Directive, as implemented in that Relevant Member State, from the requirement to publish
a prospectus for offers of Covered Bonds. Accordingly, any person making or intending to make an
offer in a Relevant Member State of Covered Bonds which are the subject of an offering contemplated
in this Prospectus as completed by a Final Terms in relation to the offer of those Covered Bonds may
only do so in circumstances in which no obligation arises for the Issuer or the relevant Dealer to
publish a prospectus pursuant to Article 3 of the Prospectus Directive or supplement a prospectus
pursuant to Article 16 of the Prospectus Directive, in each case, in relation to such offer. Neither the
Issuer nor the relevant Dealer have authorised, nor do they authorise, the making of any offer of
Covered Bonds in circumstances in which an obligation arises for the Issuer or the relevant Dealer to
publish or supplement a prospectus for such offer.

In connection with the issue of any Tranche of Covered Bonds, one or more relevant Dealer(s) acting
as the stabilising manager(s) (the Stabilising Manager(s)) or any person acting for it or them may



over-allot Covered Bonds or effect transactions with a view to supporting the market price of the
Covered Bonds of the Series (as defined below) of which such Tranche forms part at a level higher
than that which might otherwise prevail. However, stabilisation may not necessarily occur. Any
stabilisation action may begin on or after the date on which adequate public disclosure of the terms of
the offer of the relevant Tranche of Covered Bonds is made and, if begun, may cease at any time, but
it must end no later than the earlier of 30 days after the Issue Date of the relevant Tranche of Covered
Bonds and 60 days after the date of the allotment of the relevant Tranche of Covered Bonds. Any
stabilisation action or over-allotment must be conducted by the relevant Stabilising Manager(s) (or
person(s) acting on behalf of any Stabilising Manager(s)) in accordance with all applicable laws and
rules.

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

. have sufficient knowledge and experience to make a meaningful evaluation of the Covered
Bonds, the merits and risks of investing in the Covered Bonds and the information contained
or incorporated by reference in this Prospectus or any applicable supplemental prospectus;

° have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its
particular financial situation, an investment in the Covered Bonds and the impact such
investment will have on its overall investment portfolio;

° have sufficient financial resources and liquidity to bear all of the risks of an investment in the
Covered Bonds, including where principal or interest in respect of the Covered Bonds is
payable in one or more currencies, or where the currency for principal or interest payments is
different from the potential investor's currency;

. understand thoroughly the terms of the Covered Bonds and be familiar with the behaviour of
any relevant indices and financial markets;

° be able to evaluate (either alone or with the help of a financial adviser) possible scenarios for
economic, interest rate and other factors that may affect its investment and its ability to bear
the applicable risks; and

. understand the accounting, legal, regulatory and tax implications of a purchase, holding and
disposal of an interest in the relevant Covered Bonds.

None of the relevant Dealer(s), the Arranger, the Issuer, the Seller, the LLP, the Security Trustee or
the Bond Trustee makes any representation to any investor in the Covered Bonds regarding the
legality of its investment under any applicable laws. Any investor in the Covered Bonds should be
able to bear the economic risk of an investment in the Covered Bonds for an indefinite period of time.

General legal investment considerations

The investment activities of certain investors are subject to legal investment laws and regulations, or
review or regulation by certain authorities. Each potential investor should consult its legal advisers to
determine whether and to what extent (1) Covered Bonds are legal investments for it, (2) Covered
Bonds can be used as collateral for various types of borrowing and (3) other restrictions apply to its
purchase or pledge of any Covered Bonds. Financial institutions should consult their legal advisers or
the appropriate regulators to determine the appropriate treatment of Covered Bonds under any
applicable risk-based capital or similar rules.

Some Covered Bonds are complex financial instruments and such instruments may be purchased by
investors as a way to reduce risk or enhance yield with an understood, measured, appropriate addition
of risk to their overall portfolios. A potential investor should not invest in Covered Bonds which are
complex financial instruments unless it has the expertise (either alone or with the help of a financial
adviser) to evaluate how the Covered Bonds will perform under changing conditions, the resulting
effects on the value of such Covered Bonds and the impact this investment will have on the potential
investor's overall investment portfolio.



Halifax House Price Index

The Halifax House Price Index (the Index) referenced herein is the property of Markit Economics
Limited (Index Owner) and has been licensed for use in connection with the Programme. Each Party
to the Programme acknowledges and agrees that the Programme is not sponsored, endorsed or
promoted by the Index Owner. The Index Owner makes no representation whatsoever, whether
express or implied, and hereby expressly disclaims all warranties (including, without limitation, those
of merchantability or fitness for a particular purpose or use), with respect to the Index or any data
included therein or relating thereto, and in particular disclaims any warranty either as to the quality,
accuracy and/or completeness of the Index or any data included therein, the results obtained from the
use of the Index and/or the composition of the Index at any particular time on any particular date or
otherwise and/or the creditworthiness of any entity, or the likelihood of the occurrence of a credit
event or similar event (however defined) with respect to an obligation, in the Index at any particular
time on any particular date or otherwise. The Index Owner shall not be liable (whether in negligence
or otherwise) to the parties or any other person for any error in the Index, and the Index Owner is
under no obligation to advise the parties or any person of any error therein.

The Index Owner makes no representation whatsoever, whether express or implied, as to the
advisability of purchasing or selling the Covered Bonds, the ability of the Index to track relevant
markets' performances, or otherwise relating to the Index or any transaction or product with respect
thereto, or of assuming any risks in connection therewith. The Index Owner has no obligation to take
the needs of any party into consideration in determining, composing or calculating the Index. No
party purchasing or selling Covered Bonds, nor the Index Owner, shall have any liability to any party
for any act or failure to act by the Index Owner in connection with the determination, adjustment,
calculation or maintenance of the Index.

The Index is the property of Markit Economics Limited and is used under license. The Programme is
not sponsored, endorsed, or promoted by Markit Economics Limited or any of its affiliates.

MIFID Il Product Governance/Target Market

The Final Terms in respect of any Covered Bonds will include a legend entitled "MiFID Il Product
Governance™ which will outline the target market assessment in respect of the Covered Bonds and
which channels for distribution of the Covered Bonds are appropriate. Any person subsequently
offering, selling or recommending the Covered Bonds (a distributor) should take into consideration
the target market assessment; however, a distributor subject to MiFID Il is responsible for undertaking
its own target market assessment in respect of the Covered Bonds (by either adopting or refining the
target market assessment) and determining appropriate distribution channels.

A determination will be made in relation to each issue about whether, for the purpose of the MiFID
Product Governance rules under EU Delegated Directive 2017/593 (the MiFID Product Governance
Rules), any Dealer subscribing for any Covered Bonds is a manufacturer in respect of such Covered
Bonds, but otherwise neither the Arranger nor the Dealers nor any of their respective affiliates will be
a manufacturer for the purpose of the MIFID Product Governance Rules.

Prohibition of sales to EEA Retail Investors

The Covered Bonds are not intended to be offered, sold or otherwise made available to and should not
be offered, sold or otherwise made available to any retail investor in the European Economic Area
(EEA). For these purposes, a retail investor means a person who is one (or more) of: (i) a retail
client as defined in point (11) of Article 4(1) of MIFID II; or (ii) a customer within the meaning of
Directive 2002/92/EC (as amended), where that customer would not qualify as a professional client as
defined in point (10) of Article 4(1) of MIFID Il. Consequently no key information document
required by Regulation (EU) No 1286/2014 (the PRIIPs Regulation) for offering or selling the
Covered Bonds or otherwise making them available to retail investors in the EEA has been prepared
and therefore offering or selling the Covered Bonds or otherwise making them available to any retail
investor in the EEA may be unlawful under the PRIIPs Regulation.



FORWARD LOOKING STATEMENTS

Certain statements included herein may constitute forward looking statements with respect to the
business, strategy and plans of the Issuer and/or its subsidiaries and associated undertakings (the
Group) and their current goals and expectations relating to their future financial condition and
performance. Statements that are not historical facts, including statements about the Group's or their
respective directors' and/or management's beliefs and expectations, are forward-looking statements.

Words such as "believes", "anticipates", "estimates”, "expects", "intends", "aims", "potential™, "will",
"would", "could", "considered"”, "likely", "estimate" and variations of these words and similar future
or conditional expressions are intended to identify forward looking statements but are not the
exclusive means of identifying such statements. By their nature, forward looking statements involve
risk and uncertainty because they relate to events and depend upon circumstances that will or may

occur in the future.

Examples of such forward looking statements include, but are not limited to: projections or
expectations of the Group's future financial position including profit attributable to shareholders,
provisions, economic profit, dividends, capital structure, portfolios, net interest margin, capital ratios,
liquidity, risk-weighted assets (RWAS), expenditures or any other financial items or ratios; litigation,
regulatory and governmental investigations; the Group's future financial performance; the level and
extent of future impairments and write-downs; statements of plans, objectives or goals of the Group or
their respective management including in respect of statements about the future business and
economic environments in the UK and elsewhere, including, but not limited to, future trends in
interest rates, foreign exchange rates, credit and equity market levels and demographic developments;
statements about competition, regulation, disposals and consolidation or technological developments
in the financial services industry; and statements of assumptions underlying such statements.

Factors that could cause actual business, strategy, plans and/or results to differ materially from the
plans, objectives, expectations, estimates and intentions expressed in such forward looking statements
made by the Group or on the Group's behalf include, but are not limited to: general economic and
business conditions in the UK and internationally; market related trends and developments;
fluctuations in exchange rates, stock markets and currencies; the ability to access sufficient sources of
capital, liquidity and funding when required; changes to the Group's credit ratings; the ability to
derive cost savings; changing customer behaviour including consumer spending, saving and
borrowing habits; changes to borrower or counterparty credit quality; instability in the global financial
markets, including Eurozone instability, the potential for one or more countries to exit the Eurozone
and the impact of any sovereign credit rating downgrade or other sovereign financial issues;
technological changes and risks to cyber security; natural, pandemic and other disasters, adverse
weather and similar contingencies outside the Group's control; inadequate or failed internal or external
processes or systems; terrorist acts, geopolitical events and other acts of war or hostility; geopolitical,
pandemic or other such events; changes in laws, regulations, accounting standards or taxation,
including as a result of further Scottish devolution or the UK leaving the EU; changes to regulatory
capital or liquidity requirements and similar contingencies outside the Group's control; the policies,
decisions and actions of governmental or regulatory authorities in the UK, the European Union (the
EU), the U.S. or elsewhere including the implementation of key legislation and regulation; the ability
to attract and retain senior management and other employees; actions or omissions by the Group's
directors, management or employees including industrial action; the extent of any future impairment
charges or write-downs; the inability to hedge certain risks economically; the adequacy of loss
reserves; the actions of competitors, including non-bank financial services and lending companies.

The Group may also make or disclose written and/or oral forward looking statements in its annual
reviews, proxy statements, offering circulars, prospectuses, press releases and other written materials
and in oral statements made by the directors, officers or employees of the Group to third parties,
including financial analysts. Except as required by any applicable law or regulation, the forward
looking statements contained in this Prospectus are made as of the date hereof, and the Group
expressly disclaims any obligation or undertaking to release publicly any updates or revisions to any
forward looking statements contained in this Prospectus to reflect any change in the Group's



expectations with regard thereto or any change in events, conditions or circumstances on which any
such statement is based.

Please consider carefully the risk factors set out in the section herein entitled Risk Factors.



CERTAIN DEFINITIONS
In this Prospectus, reference to:
TSB Banking Group is to TSB Banking Group plc;
EEA is to European Economic Area;
EU is to European Union;
FCA is to the United Kingdom Financial Conduct Authority;
FSA is to the United Kingdom Financial Services Authority;
FSMA is to the Financial Services and Markets Act 2000, as amended;
Group is to the Issuer and its subsidiaries and/or associated undertakings;
Issuer is to TSB Bank pilc;
Member State is to a member state of the European Union;
PRA is to the United Kingdom Prudential Regulation Authority;
Sabadell is Banco de Sabadell, S.A,;
Sabadell Group is to Banco de Sabadell, S.A. and its associated and subsidiary undertakings;
TSB Bank is to TSB Bank plc;
UK is to the United Kingdom; and
U.S. is to the United States of America.
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PRESENTATION OF FINANCIAL AND OPERATING INFORMATION

In this Prospectus, references to the financial statements are to the Issuer's financial statements
included in the Issuer's 2017 Annual Report and Accounts unless indicated otherwise.

The financial statements of the Issuer incorporated by reference within the Prospectus have been
prepared in accordance with International Financial Reporting Standards (IFRS) as adopted by the
EU.

In this Prospectus, references to sterling, GBP or £ are to the lawful currency of the United Kingdom
of Great Britain and Northern Ireland, references to pence and p are to one-hundredth of one pound
sterling; references to U.S. Dollars, U.S.$ or $ are to the lawful currency of the U.S.; references to
cent or c are to one-hundredth of one U.S. Dollar; references to Euro, euro or € are to the lawful
currency of the Member States of the European Union that have adopted a single currency in
accordance with the Treaty establishing the European Communities, as amended by the Treaty of
European Union; references to euro cent are to one-hundredth of one euro; and references to
Japanese yen, Japanese ¥ or ¥ are to the lawful currency of Japan.
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PRINCIPAL CHARACTERISTICS OF THE PROGRAMME

Issuer:

Guarantor:
Regulated Covered Bonds:

Nature of eligible property:

Compliant with the Banking
Consolidation Directive
(Directive 2006/48/EC):

Location of eligible residential
property underlying Loans:

Maximum Current Balance to
Indexed Valuation ratio given
credit under the Asset Coverage
Test:

Maximum Asset Percentage:
Asset Coverage Test:

Statutory minimum
overcollateralisation:

Statutory interest cover test:

Amortisation Test:

Reserve Fund:

Extended Maturities:

Hard Bullet Option:

Asset Monitor:

Asset Segregation:
Namensschuldverschreibungen
option:

Single/multi asset pool
designation:

Substitution Assets:

TSB Bank plc was incorporated on 24 September 1985
(Registration number SC095237). The Issuer's registered office
is at Henry Duncan House, 120 George Street, Edinburgh
EH2 4LH, Scotland, telephone number +44 (0) 1452 841 380.
The Issuer is a wholly-owned subsidiary of TSB Banking Group
plc which in turn is wholly owned by Banco de Sabadell, S.A.

TSB Covered Bonds LLP

On 24 February 2017, the Issuer was admitted to the register of
issuers and the Programme was admitted to the register of
regulated covered bonds pursuant to Regulation 14 of the RCB
Regulations.

Residential mortgage loans, Substitution Assets up to the
prescribed limit and Authorised Investments

Yes, the Programme is intended to be compliant with the
Banking Consolidation Directive

England, Wales or Scotland

75.0 per cent.

94.0 per cent.
Yes, see further "Summary of the Principal Documents — LLP
Deed — Asset Coverage Test"

The eligible property (as defined in the RCB Regulations) in the
Asset Pool must be more than 108 per cent. of the Principal
Amount Outstanding of the Covered Bonds

The interest received on the eligible property must be equal to
or greater than interest due on the Covered Bonds over a twelve
month period

Yes, see further "Summary of the Principal Documents — LLP
Deed — Amortisation Test"
Yes, see further "Credit Structure — Reserve Fund"

Available

Available
PricewaterhouseCoopers LLP
Yes

Yes

Single asset pool, consisting of residential mortgage loans and
liquid assets

Asset backed securities are not eligible property and cannot
form part of the Asset Pool
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DOCUMENTS INCORPORATED BY REFERENCE

This Prospectus should be read and construed in conjunction with the following documents, which
shall be deemed to be incorporated in, and form part of, this Prospectus:

TSB Bank plc financial statements:

Q) The Issuer's Annual Report and Accounts 2017 including the audited consolidated annual
financial statements of the Issuer for the financial year ended 31 December 2017, together
with the audit report thereon, as set out on pages 16 to 68 and 69 to 74, respectively (the
Issuer's 2017 Annual Report and Accounts); and

(i) The Issuer's Annual Report and Accounts 2016 including the audited annual financial
statements of the Issuer for the financial year ended 31 December 2016, together with the
audit report thereon, as set out in the Appendix to the Prospectus dated 24 February 2017 and
prepared by the Issuer and the Guarantor in connection with the Programme (the Issuer's
2016 Annual Report and Accounts).

Other documents incorporated by reference:

Q) The Member's Report and audited Financial Statements of the LLP for the financial period
ended 31 December 2016, together with the audit report thereon (the LLP's 2016 Annual
Financial Statements);

(i) The Member's Report and audited Financial Statements of the LLP for the financial period
ended 31 December 2017, together with the audit report thereon (the LLP's 2017 Annual
Financial Statements);

(iii)  The terms and conditions of the Covered Bonds set out on pages 101 to 154 (inclusive) of the
Prospectus dated 24 February 2017 and prepared by the Issuer and the Guarantor in
connection with the Programme,

all of which have been previously published and filed with the FCA and which shall be deemed to be
incorporated in, and form part of, this Prospectus, save that any statement contained in a document
which is deemed to be incorporated by reference herein shall be deemed to be modified or superseded
for the purpose of this Prospectus to the extent that a statement contained herein modifies or
supersedes such earlier statement (whether expressly, by implication or otherwise). Any statement so
modified or superseded shall not be deemed, except as so modified or superseded, to constitute a part
of this Prospectus. Any documents or information themselves incorporated by reference in, or
cross-referred to in, the documents incorporated by reference in this Prospectus shall not form part of
this Prospectus unless also separately incorporated by reference above. In each case, where only
certain sections of a document referred to above are incorporated by reference in this Prospectus, the
parts of the document which are not incorporated by reference are either not relevant to prospective
investors in the Covered Bonds or are covered elsewhere in this Prospectus.

The Issuer will provide, without charge, to each person to whom a copy of this Prospectus has been
delivered, upon the oral or written request of such person, a copy of any or all of the documents which
are incorporated in whole or in part by reference herein. Written or oral requests for such documents
should be directed to the Issuer at its registered office set out at the end of this Prospectus.

Copies of the documents incorporated by reference in this Prospectus will be available for viewing (i)
at the registered office of the Issuer at Henry Duncan House, 120 George Street, Edinburgh EH2 4LH
or (ii) via the website of the Regulatory News Service operated by the London Stock Exchange at
www.londonstockexchange.com/exchange/news/market-news/market-news-home.html.  Copies will
also be filed at the National Storage Mechanism (www.Hemscott.com/nsm.do). Please note that
websites and urls referred to herein do not form part of this Prospectus.

The Issuer and the LLP will, in the event of any significant new factor, material mistake or inaccuracy
relating to information included in this Prospectus which is capable of affecting the assessment of any
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Covered Bonds, prepare a supplement to this Prospectus (a Supplementary Prospectus) or publish a
new prospectus for use in connection with any subsequent issue of Covered Bonds. Each of the Issuer
and the LLP has undertaken to the relevant Dealer in the Programme Agreement (as defined in
Subscription and Sale and Transfer and Selling Restrictions in this Prospectus) that it will comply
with Section 87G of the FSMA.
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STRUCTURE OVERVIEW

This overview must be read as an introduction to this Prospectus and any decision to invest in the
Covered Bonds should be based on a consideration of this Prospectus as a whole, including the
documents incorporated by reference. Words and expressions defined elsewhere in this Prospectus
shall have the same meanings in this overview. A glossary of certain defined terms used in this
document is contained at the end of this Prospectus.

Structure Diagram

Loans and Related
Security < Cover Pool Swap
»  TSB Covered Bonds Provider
LLP
TSB Bank plc (Seller)
< (LLP) *
Consideration
4 Covered Bond Swap
Providers
Intercompany Repayment of
Loan Intercompany
Loan
Y
TSB Bank plc (Issuer) Covered Bond
Guarantee and
Deed of Charge

Iy
Covered Bond Covered
Proceeds Bonds

A 4
Covered
Bondholders/Bond
Trustee and Security
Trustee

Structure Overview

Programme: Under the terms of the Programme, the Issuer will issue Covered Bonds to
Covered Bondholders on each Issue Date. The Covered Bonds will be direct, unsecured and
unconditional obligations of the Issuer.

Intercompany Loan Agreement: Under the terms of the Intercompany Loan Agreement, the
Issuer will make Term Advances to the LLP in an amount equal to the nominal value of each
Series, or as applicable, Tranche of Covered Bonds. Payments by the Issuer of amounts due
under the Covered Bonds are not conditional upon receipt by the Issuer of payments from the
LLP pursuant to the Intercompany Loan Agreement. Amounts owed by the LLP under the
Intercompany Loan Agreement will be subordinated to amounts owed by the LLP under the
Covered Bond Guarantee.

Covered Bond Guarantee: Under the terms of the Trust Deed, the LLP has provided a
guarantee as to payments of interest and principal under the Covered Bonds. The LLP has
agreed to pay an amount equal to the Guaranteed Amounts when the same shall become Due
for Payment but which would otherwise be unpaid by the Issuer. The obligations of the LLP
under the Covered Bond Guarantee constitute direct, irrevocable and (following service of a
Notice to Pay or an LLP Acceleration Notice) unconditional obligations of the LLP, secured
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as provided in the Deed of Charge. The Bond Trustee will be required to serve a Notice to
Pay on the LLP following the occurrence of an Issuer Event of Default and service of an
Issuer Acceleration Notice. An LLP Acceleration Notice may be served by the Bond Trustee
on the LLP following the occurrence of an LLP Event of Default.

If an LLP Acceleration Notice is served, the Covered Bonds will (if an Issuer Acceleration
Notice has not already been served) become immediately due and payable as against the
Issuer and the LLP's obligations under the Covered Bond Guarantee will be accelerated and
the Security will be enforceable. Payments made by the LLP under the Covered Bond
Guarantee will be made subject to, and in accordance with, the Guarantee Priority of
Payments, or, as the case may be, the Post-Enforcement Priority of Payments. The recourse
of the Covered Bondholders to the LLP under the Covered Bond Guarantee will be limited to
the assets of the LLP from time to time.

The proceeds of Term Advances: The LLP will use the proceeds of the Term Advances
received under the Intercompany Loan Agreement from time to time (if not denominated in
Sterling, upon exchange into Sterling under the applicable Covered Bond Swap) as
consideration in part for the acquisition of Loans and their Related Security from the Seller
pursuant to the terms of the Mortgage Sale Agreement and/or Substitution Assets (in an
amount up to but not exceeding the prescribed limit) so far as necessary for the purpose of
complying with arrangements made pursuant to Regulation 23 and 24(i)(a) of the RCB
Regulations and the Asset Coverage Test, and such proceeds may thereafter be applied by the
LLP:

@ to purchase Loans and their Related Security from the Seller in accordance with the
Mortgage Sale Agreement; and/or

(b) to invest in Substitution Assets in an amount not exceeding the prescribed limit;
and/or

(c) (subject to complying with the Asset Coverage Test, as described below) to make a
Capital Distribution to a Member; and/or

(d) if an existing Series or Tranche or part of an existing Series or Tranche of Covered
Bonds is being refinanced (by the issue of a further Series or Tranche of Covered
Bonds), to repay the Term Advance(s) corresponding to the Covered Bonds being so
refinanced; and/or

(e) to make a deposit of all or part of the proceeds in the Transaction Account (including,
without limitation, to fund the Reserve Fund to an amount not exceeding the Reserve
Fund Required Amount).

To protect the value of the Portfolio, under the terms of the LLP Deed, the LLP and the
Members (other than the Liquidation Member) will be obliged to ensure that the Asset
Coverage Test (as described below) will be satisfied on each Calculation Date.

Consideration: Under the terms of the Mortgage Sale Agreement, the consideration payable
to the Seller for the sale of Loans and their Related Security to the LLP on any Sale Date will
be a combination of:

@ the LLP paying to the Seller a cash payment made by the LLP to the Seller from the
Sterling Equivalent of the proceeds of the relevant Term Advance and/or from
Available Principal Receipts;

(b) the Seller being treated as having made a Capital Contribution in Kind to the LLP (in
an amount up to the difference between the aggregate Current Balance of the Loans
sold by the Seller as at the relevant Sale Date and the aggregate cash payment (if any)
made by the LLP); and/or

(c) Deferred Consideration (including any Postponed Deferred Consideration) which
shall be paid by the LLP on each LLP Payment Date (provided there are available
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funds and after the making of any provisions in accordance with normal accounting
practice) in accordance with the relevant Priorities of Payments.

Security: To secure its obligations under the Covered Bond Guarantee and the Transaction
Documents to which it is a party, the LLP has granted security over the Charged Property
(which consists principally of the LLP's interest in the portfolio of Loans and their Related
Security, the Substitution Assets, the Transaction Documents to which it is a party, the LLP
Accounts and any Authorised Investments it holds) in favour of the Security Trustee (for
itself and on behalf of the other Secured Creditors) pursuant to the Deed of Charge.

Cashflows: Provided no Asset Coverage Test Breach Notice is outstanding, prior to service
on the LLP of a Notice to Pay or an LLP Acceleration Notice and/or the realisation of the
Security and/or the commencement of winding-up proceedings against the LLP, the LLP will:

@ apply Available Revenue Receipts to pay any amounts due (excluding principal
amounts) on the Term Advances to the Issuer, to pay certain expenses and amounts
due to the Covered Bond Swap Provider and to pay Deferred Consideration
(including any Postponed Deferred Consideration) to the Seller in respect of the
Loans sold by the Seller to the LLP. However, these payments will only be made
after payment of certain items ranking higher in the Pre-Acceleration Revenue
Priority of Payments (including, without limitation, certain expenses and amounts due
to the Cover Pool Swap Provider and amounts required to be credited to the
Transaction Account with a corresponding credit to the Pre-Maturity Liquidity
Ledger). For further details of the Pre-Acceleration Revenue Priority of Payments,
see "Cashflows" below; and

(b) apply Available Principal Receipts towards making Capital Distributions to the
Members but only after payment of certain items ranking higher in the
Pre-Acceleration Principal Priority of Payments (including, without limitation,
funding any liquidity reserves that may be required in respect of Hard Bullet Covered
Bonds following any breach of the Pre-Maturity Liquidity Test, acquiring New Loans
and their Related Security offered by the Seller to the LLP and making repayments of
corresponding Term Advances). For further details of the Pre-Acceleration Principal
Priority of Payments, see "Cashflows" below.

For so long as an Asset Coverage Test Breach Notice is outstanding, but prior to service of a
Notice to Pay or an LLP Acceleration Notice and/or the realisation of the Security and/or the
commencement of winding-up proceedings against the LLP, the LLP will continue to apply
Available Revenue Receipts and Available Principal Receipts as described above, except that,
whilst any Covered Bonds remain outstanding:

@) in respect of Available Revenue Receipts, no further amounts will be paid to the
Issuer under the Intercompany Loan Agreement, towards any indemnity amount due
to the Members pursuant to the LLP Deed or any indemnity amount due to the Asset
Monitor pursuant to the Asset Monitor Agreement, towards any Deferred
Consideration or towards any profit for the Members' respective interests in the LLP
(but payments will, for the avoidance of doubt, continue to be made under the
relevant Swap Agreements); and

(b) in respect of Available Principal Receipts, no payments will be made to acquire New
Loans and their Related Security, other than after sufficient amounts have been
credited to the Transaction Account to ensure that the LLP is in compliance with the
Asset Coverage Test after exchange into Sterling (if required) in accordance with the
relevant Covered Bond Swap (see "Cashflows™ below), and have been paid to any of
the Covered Bond Swap Providers to the extent due pursuant to the Covered Bond
Swap Agreement.

Following service of a Notice to Pay on the LLP (but prior to service of an LLP Acceleration
Notice and/or the realisation of the Security and/or the commencement of winding-up
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proceedings against the LLP) the LLP will use all moneys (other than Third Party Amounts,
Tax Credits (including, for the avoidance of doubt, any amounts received by the LLP from a
Member in respect of Tax Credits), Swap Collateral Excluded Amounts and Swap Provider
Tax Payments) to pay Guaranteed Amounts in respect of the Covered Bonds when the same
shall become Due for Payment subject to paying certain higher ranking obligations of the
LLP in the Guarantee Priority of Payments. In such circumstances, the Seller (as a Member
of the LLP) will only be entitled to receive any remaining income of the LLP after all
amounts due under the Covered Bond Guarantee in respect of the Covered Bonds have been
paid in full.

Following service of an LLP Acceleration Notice on the LLP and/or the realisation of the
Security and/or the commencement of winding-up proceedings against the LLP, the Covered
Bonds will become immediately due and repayable (if not already due and repayable
following service of an Issuer Acceleration Notice) and the Bond Trustee will then have a
claim against the LLP under the Covered Bond Guarantee for an amount equal to the Early
Redemption Amount in respect of each Covered Bond together with accrued interest and any
other amounts due under the Covered Bonds other than additional amounts payable under
Condition 7 (Taxation), and the Security created by the LLP over the Charged Property will
become enforceable. Any moneys received or recovered by the Security Trustee following
enforcement of the Security created by the LLP in accordance with the Deed of Charge,
realisation of such Security and/or the commencement of winding-up proceedings against the
LLP will be distributed according to the Post-Enforcement Priority of Payments, see
"Cashflows™ below.

Asset Coverage Test: The Programme provides that the assets of the LLP are subject to an
Asset Coverage Test in respect of the Covered Bonds. Accordingly, for so long as Covered
Bonds remain outstanding, the LLP and the Members (other than the Liquidation Member)
must ensure that, on each Calculation Date (prior to service of a Notice to Pay or LLP
Acceleration Notice on the LLP), the Adjusted Aggregate Loan Amount will be in an amount
equal to or in excess of the Sterling Equivalent of the aggregate Principal Amount
Outstanding of the Covered Bonds on such Calculation Date. The Asset Coverage Test will
be carried out by the Cash Manager on each Calculation Date. A breach of the Asset
Coverage Test on a Calculation Date which is not remedied on the immediately succeeding
Calculation Date will require the Bond Trustee to serve an Asset Coverage Test Breach
Notice on the LLP. The Asset Coverage Test Breach Notice will be revoked if, on any
Calculation Date falling on or prior to the third Calculation Date following service of such
Asset Coverage Test Breach Notice, the Asset Coverage Test is satisfied and neither a Notice
to Pay nor an LLP Acceleration Notice has been served.

If an Asset Coverage Test Breach Notice has been served and remains outstanding:

@ prior to the occurrence of an Issuer Event of Default and service of an Issuer
Acceleration Notice or, if earlier, the occurrence of an LLP Event of Default and
service of an LLP Acceleration Notice, the Pre-Acceleration Revenue Priority of
Payments and the Pre-Acceleration Principal Priority of Payments will be modified as
more particularly described in "Cashflows - Allocation and Distribution of Available
Revenue Receipts and Available Principal Receipts whilst an Asset Coverage Test
Breach Notice is outstanding and prior to service on the LLP of a Notice to Pay, an
LLP Acceleration Notice and/or the commencement of winding-up proceedings
against the LLP and/or realisation of the Security"” below;

(b) the LLP will be required to sell Selected Loans; and

(c) the Issuer will not be permitted to make to the LLP and the LLP will not be permitted
to borrow from the Issuer any new Term Advances under the Intercompany Loan
Agreement.
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If an Asset Coverage Test Breach Notice has been served and not revoked on or before the
third Calculation Date after service of such Asset Coverage Test Breach Notice, then an
Issuer Event of Default shall occur and the Bond Trustee shall be entitled (and, in certain
circumstances may be required) to serve an Issuer Acceleration Notice on the Issuer.
Following service of an Issuer Acceleration Notice, the Bond Trustee must serve a Notice to
Pay on the LLP.

Amortisation Test: Following the service of a Notice to Pay (but prior to service of an LLP
Acceleration Notice and/or the commencement of winding-up proceedings against the LLP
and/or realisation of the Security) and, for so long as Covered Bonds remain outstanding, the
LLP and the Members (other than the Liquidation Member) must ensure that on each
following Calculation Date, the Amortisation Test Aggregate Loan Amount will be in an
amount at least equal to the aggregate Sterling Equivalent of the Principal Amount
Outstanding of the Covered Bonds on such Calculation Date. The Amortisation Test will be
carried out by the Cash Manager on each Calculation Date following service of a Notice to
Pay. A breach of the Amortisation Test will constitute an LLP Event of Default. Following
the occurrence of an LLP Event of Default, the Bond Trustee may by service of an LLP
Acceleration Notice accelerate the obligations of the Issuer under the Covered Bonds and
require all amounts under the Covered Bond Guarantee to become immediately due and
repayable. Thereafter, the Security Trustee may enforce the Security over the Charged
Property.

Extendable obligations under the Covered Bond Guarantee: An Extended Due for Payment
Date may be specified as applicable in relation to a Series of Covered Bonds in the applicable
Final Terms. This means that if the Issuer fails to pay the Final Redemption Amount of the
relevant Series of Covered Bonds on the Final Maturity Date (subject to the applicable grace
period), a Notice to Pay is served and if the Guaranteed Amounts equal to the Final
Redemption Amount of the relevant Series of Covered Bonds are not paid in full by the
Extension Determination Date (for example because, following service of a Notice to Pay, the
LLP has insufficient moneys available in accordance with the Guarantee Priority of Payments
to pay in full the Guaranteed Amounts equal to the Final Redemption Amount of the relevant
Series of Covered Bonds), then payment of the unpaid portion of the Final Redemption
Amount pursuant to the Covered Bond Guarantee shall be automatically deferred (without an
LLP Event of Default occurring as a result of such non-payment). The unpaid portion of the
Final Redemption Amount shall be due and repayable one year later on the Extended Due for
Payment Date (subject to the applicable grace period and provided that the LLP shall, to the
extent it has the funds available to it, pay such unpaid portion of the Final Redemption
Amount on any Original Due for Payment Date up until the Extended Due for Payment Date).
The LLP will pay the Guaranteed Amounts constituting Scheduled Interest on each Original
Due for Payment Date and on the Extended Due for Payment Date.

Pre-Maturity Liquidity Test: Hard Bullet Covered Bonds will be subject to a Pre-Maturity
Liquidity Test. This provides liquidity for Hard Bullet Covered Bonds if the Issuer's credit
ratings fall to or below the specified levels. On each Pre-Maturity Liquidity Test Date of any
Series of Hard Bullet Covered Bonds and prior to the occurrence of an Issuer Event of
Default or the occurrence of an LLP Event of Default, the LLP, or the Cash Manager on its
behalf, will determine if there has been a breach of the Pre-Maturity Liquidity Test and, if so,
it shall immediately notify the Members and the Security Trustee thereof. Following such
breach, the LLP shall offer to sell Selected Loans subject to (a) any Cash Capital Contribution
made by the Members (other than the Liquidation Member) from time to time; and (b) any
right of pre-emption enjoyed by the Seller pursuant to the terms of the Mortgage Sale
Agreement. An Issuer Event of Default shall occur if the Pre-Maturity Liquidity Test is
breached during the Pre-Maturity Liquidity Test Breach Period and the relevant parties have
not taken the required action (as described above) following the breach within the earlier to
occur of (i) 10 Business Days from the date that the Seller, the LLP and the Bond Trustee are
notified of the breach of the Pre-Maturity Liquidity Test and (ii) the Final Maturity Date of
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that Series of Hard Bullet Covered Bonds such that by the end of such period, there shall be
an amount equal to the Required Redemption Amount of that Series of Hard Bullet Covered
Bonds standing to the credit of the Pre-Maturity Liquidity Ledger (after taking into account
the Required Redemption Amount of all other Series of Hard Bullet Covered Bonds which
mature prior to or on the same date as the relevant Series of Hard Bullet Covered Bonds).

Servicing: On the Programme Date, TSB Bank plc was appointed by the LLP as servicer of
the Loans in the Portfolio pursuant to the terms of the Servicing Agreement to administer the
Loans and their Related Security in the Portfolio. In its capacity as Servicer, TSB Bank plc
has agreed to provide or procure the provision of certain services in respect of the Loans and
their Related Security sold by the Seller to the LLP.

Further Information: For a more detailed description of the transactions and factors
summarised above relating to the Covered Bonds see, amongst other relevant sections of this
Prospectus, Risk Factors, Overview of the Programme, Terms and Conditions of the Covered
Bonds, Summary of the Principal Documents, Credit Structure, Cashflows and The Portfolio
below.

Ownership Structure of TSB Covered Bonds LLP

As at the Programme Date the Members of the LLP are TSB Bank plc and the Liquidation
Member.

Any New Seller that wishes to sell New Seller Loans and their Related Security to the LLP
(as described under Summary of the Principal Documents — Mortgage Sale Agreement below)
will, amongst other things, be required to become a Member of the LLP and will accede to,
inter alia, the LLP Deed.

Other than in respect of those decisions reserved to the Members, the LLP Management
Board (comprised of, as at the Programme Date, directors and/or officers and/or employees of
TSB Bank plc) will manage and conduct the business of the LLP and will have all the rights,
power and authority to act at all times for and on behalf of the LLP.

In the event of a liquidation or administration of TSB Bank plc or a disposal of TSB Bank
plc's interest in the Liquidation Member such that TSB Bank plc holds less than 20 per cent.
of the share capital of the Liquidation Member (without the consent of the LLP and, whilst
any Covered Bonds are outstanding, the Security Trustee), TSB Bank plc will automatically
cease to be a Member of the LLP, the balance of any Capital Contributions outstanding of
TSB Bank plc as at the date it ceases to be a Member in the LLP will be converted into a
subordinated debt obligation owed by the LLP to TSB Bank plc under the LLP Deed and the
Liquidation Member will appoint a new Member of the LLP (which will be a wholly-owned
subsidiary of the Liquidation Member) pursuant to the terms of the LLP Deed. See further
Summary of the Principal Documents — LLP Deed below.
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TSB Covered Bonds
(LM) Limited
(the Liquidation TSB Bank ple
Member)
Member Member
TSB Covered Bonds
LLP
(the LLP)
Ownership Structure of the Liquidation Member
° As at the Programme Date, the issued share capital of the Liquidation Member is held 20 per
cent. by TSB Bank plc and 80 per cent. by TSB Covered Bonds (Holdings) Limited
(Holdings).
. The issued capital of Holdings is held 100 per cent. by Intertrust Corporate Services Limited

as Share Trustee on trust for the benefit of certain discretionary objects.

Intertrust Corporate
Services Limited
(Share Trustee)

100%

TSB Covered Bonds
TSB Bank plc (Holdings) Limited
(Holdings)

20% 80%

TSB Covered Bonds
(LM) Limited
(the Liquidation
Member)
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OVERVIEW OF THE PROGRAMME

This overview must be read as an introduction to this Prospectus and any decision to invest in the
Covered Bonds should be based on a consideration of this Prospectus as a whole, including the
documents incorporated by reference and the relevant Final Terms.

The following overview does not purport to be complete and is taken from, and is qualified in its
entirety by, the remainder of this Prospectus and, in relation to the terms and conditions of any
particular Tranche of Covered Bonds, the applicable Final Terms. Words and expressions defined
elsewhere in this Prospectus shall have the same meanings in this overview. A glossary of certain
defined terms is contained at the end of this Prospectus.

Issuer:

Issuer Legal Entity Identifier
(LED):

LLP:

Seller:

Servicer:

TSB Bank plc

TSB Bank plc (the Issuer) was incorporated in Scotland on
24 September 1985 (Registration number SC095237). The
Issuer's registered office is at Henry Duncan House, 120 George
Street, Edinburgh EH2 4LH. The Issuer is a wholly-owned
subsidiary of TSB Banking Group plc, which in turn is wholly
owned by Banco de Sabadell, S.A.

549300XP222MV7P3CC54

TSB Covered Bonds LLP, a limited liability partnership
incorporated in England and Wales (registered no. OC411834).
The LLP is a subsidiary of TSB Bank plc and its Members on the
Programme Date are TSB Bank plc and the Liquidation Member.
The LLP is a special purpose vehicle whose business is to borrow
Term Advances from the Issuer, acquire, inter alia, Loans and
their Related Security from the Seller pursuant to the terms of the
Mortgage Sale Agreement and to guarantee certain payments in
respect of the Covered Bonds. The LLP will hold the Portfolio
and the other Charged Property in accordance with the terms of
the Transaction Documents.

The LLP has provided a guarantee covering all Guaranteed
Amounts when the same shall become Due for Payment, but only
following service of a Notice to Pay or an LLP Acceleration
Notice. The obligations of the LLP under the Covered Bond
Guarantee and the other Transaction Documents to which it is a
party are secured by the assets from time to time of the LLP and
recourse against the LLP is limited to such assets.

For a more detailed description of the LLP, see The LLP below.

TSB Bank plc acting through its office at 20 Gresham Street,
London EC2V 7JE, which is in the business of originating
residential mortgage loans and other banking activities, and the
expression "Seller" shall be deemed to include where applicable
TSB Bank plc as the originator of the Loans transferred to TSB
Bank plc under the Lloyds 2013 Part VII Transfer.

For a more detailed description of the Seller, see TSB Bank plc
below.

TSB Bank plc has been appointed as servicer under the Servicing
Agreement, pursuant to which it has agreed to provide or procure
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Back-Up Servicer Facilitator

Cash Manager:

Back-Up Cash Manager
Facilitator

Principal Paying Agent, Transfer
Agent and Registrar

Bond Trustee:

Security Trustee:

Asset Monitor:

Covered Bond Swap Provider:

the provision of certain services in respect of the Loans and their
Related Security sold by the Seller to the LLP.

Intertrust Management Limited has been appointed to act as
back-up servicer facilitator under the Servicing Agreement.

TSB Bank plc has been appointed, inter alia, to provide cash
management services to the LLP and to monitor compliance by
the LLP with the Asset Coverage Test, the Amortisation Test and
the Pre-Maturity Liquidity Test pursuant to the Cash Management
Agreement.

Intertrust Management Limited has been appointed to act as
back-up cash manager facilitator under the Cash Management
Agreement.

Citibank N.A., London Branch acting through its office at
Citigroup Centre, 25 Canada Square, Canary Wharf, London
E14 5L B, has been appointed pursuant to the Agency Agreement
as Principal Paying Agent, Transfer Agent and Registrar.

Citicorp Trustee Company Limited, acting through its office at
Citigroup Centre, 25 Canada Square, Canary Wharf, London
E14 5LB, has been appointed to act as bond trustee on behalf of
the Covered Bondholders in respect of the Covered Bonds and
holds the benefit of, inter alia, the Covered Bond Guarantee on
behalf of the Covered Bondholders pursuant to the Trust Deed.

Citicorp Trustee Company Limited, acting through its office at
Citigroup Centre, 25 Canada Square, Canary Wharf, London
E14 5LB, has been appointed to act as security trustee to hold the
benefit of the security granted by the LLP to the Security Trustee
(for itself, the Covered Bondholders and the other Secured
Creditors) under the Deed of Charge.

PricewaterhouseCoopers LLP has been appointed pursuant to the
Asset Monitor Agreement as an independent monitor to perform
tests in respect of the Asset Coverage Test and the Amortisation
Test when required.

Each Swap Provider which agrees to act as Covered Bond Swap
Provider to the LLP to hedge certain interest rate and/or currency
risks in respect of amounts received by the LLP under the Loans
in the Portfolio and the Cover Pool Swaps and amounts due and
payable by the LLP under the Intercompany Loan Agreement or,
if a Notice to Pay or an LLP Acceleration Notice has been served,
under the Covered Bond Guarantee in respect of the Covered
Bonds by entering into Covered Bond Swaps with the LLP and the
Security Trustee under the Covered Bond Swap Agreements. In
the event that the ratings of a Covered Bond Swap Provider fall
below a specified ratings level, the relevant Covered Bond Swap
Provider may be required to post collateral for its obligations,
transfer its obligations to an appropriately rated entity, obtain a
guarantee of its obligations from an appropriately rated guarantor
and/or, if applicable, put in place some other arrangements in
order to maintain the then current ratings of the Covered Bonds.
The Covered Bond Swap Provider shall satisfy the rating
requirements set out in the relevant Covered Bond Swap
Agreement, as to which see "Summary of the Principal Documents
— Covered Bond Swap Agreements
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Cover Pool Swap Provider:

Account Bank:

Swap Collateral Account Bank:

Liquidation Member:

Holdings:

Share Trustee:

Corporate Services Provider:

Programme description:
Arranger:

" below.

TSB Bank plc has agreed to act as Cover Pool Swap Provider to
the LLP to hedge possible variances between the rates of interest
payable on the Loans sold by the Seller to the LLP and Sterling
LIBOR by entering into Cover Pool Swaps with the LLP and the
Security Trustee under the Cover Pool Swap Agreement. In each
case the Cover Pool Swap Provider will be required to post
collateral for its obligations, transfer its obligations to an
appropriately rated entity, obtain a guarantee of its obligations
from an appropriately rated guarantor and/or, if applicable, put in
place other appropriate credit support arrangements (in order to
maintain the then current ratings of the Covered Bonds) in the
event that its ratings fall below a specified ratings level.

HSBC Bank plc, acting through its office at 8 Canada Square,
London E14 5HQ, has agreed to act as an Account Bank to the
LLP pursuant to the Bank Account Agreement. Further Account
Banks may be appointed in respect of any other bank accounts
(including additional Transaction Accounts and any swap
collateral and custody accounts) under account bank agreements
entered into from time to time between the LLP, the relevant
Account Bank(s), the Cash Manager and the Security Trustee.

As at the Programme Date, HSBC Bank plc, acting through its
office at 8 Canada Square, London E14 5HQ, has agreed to act as
Swap Collateral Account Bank to the LLP pursuant to the Swap
Collateral Bank Account Agreement. Further Swap Collateral
Account Banks may be appointed in respect of any other swap
collateral bank accounts under swap collateral account bank
agreements entered into from time to time between the LLP, the
relevant Swap Collateral Account Bank(s), the Cash Manager and
the Security Trustee.

TSB Covered Bonds (LM) Limited, a special purpose vehicle
incorporated in England and Wales as a private limited company
(registered no. 10181264). The Liquidation Member is 80 per
cent. owned by Holdings and 20 per cent. owned by TSB Bank
plc.

TSB Covered Bonds (Holdings) Limited, a special purpose
vehicle incorporated in England and Wales as a private limited
company (registered no. 10181392). All of the shares of Holdings
are held by the Share Trustee on trust for the benefit of certain
discretionary objects.

Intertrust Corporate Services Limited, acting through its office at
35 Great St. Helen's, London EC3A 6AP holds all of the shares of
Holdings on trust for the benefit of certain discretionary objects.

Intertrust Management Limited, acting through its office at
35 Great St. Helen's, London EC3A 6AP has been appointed to
provide certain corporate services to the Liquidation Member,
Holdings and the LLP, respectively, pursuant to the Corporate
Services Agreement.

Global Covered Bond Programme.
Lloyds Bank Corporate Markets plc acting through its office at 10
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Relevant Dealer:

Certain restrictions:

Programme size:

Distribution:

Specified Currency:

Maturities:

Issue Price:

Form of Covered Bonds:

Fixed Rate Covered Bonds:

Floating Rate Covered Bonds:

Gresham Street, London EC2V 7AE.

To be selected from time to time in accordance with the terms of
the Programme Agreement. As at the date of this Prospectus, the
Dealers are Banco de Sabadell, S.A. and Lloyds Bank Corporate
Markets plc (each referred to throughout this Prospectus as the
Dealer and together the Dealers).

Each issue of Covered Bonds denominated in a currency in
respect of which particular laws, guidelines, regulations,
restrictions or reporting requirements apply will only be issued in
circumstances which comply with such laws, guidelines,
regulations, restrictions or reporting requirements from time to
time. See Subscription and Sale and Transfer and Selling
Restrictions below.

Up to £5 billion (or its equivalent in other currencies calculated as
described in the Programme Agreement) outstanding at any time
as described herein. The Issuer and the LLP may increase the
amount of the Programme in accordance with the terms of the
Programme Agreement.

Covered Bonds may be distributed by way of private or public
placement and in each case on a syndicated or non-syndicated
basis, subject to the restrictions set forth in Subscription and Sale
and Transfer and Selling Restrictions below.

Subject to any applicable legal or regulatory restrictions, such
currency or currencies as may be agreed from time to time by the
Issuer, the relevant Dealer, the Principal Paying Agent and the
Bond Trustee (as set out in the applicable Final Terms).

The Covered Bonds will have such maturities as may be agreed
between the Issuer and the relevant Dealer and indicated in the
applicable Final Terms, subject to such minimum or maximum
maturities as may be allowed or required from time to time by any
relevant central bank (or equivalent body) or any laws or
regulations applicable to the Issuer or the relevant Specified
Currency.

Covered Bonds may be issued at par or at a premium or at a
discount to par on a fully-paid basis.

The Covered Bonds may be issued in bearer or registered form as
described in Form of the Covered Bonds. Registered Covered
Bonds will not be exchangeable for Bearer Covered Bonds and
vice versa.

Fixed Rate Covered Bonds will bear interest at a fixed rate, which
will be payable on such date or dates as may be agreed between
the Issuer and the relevant Dealer and on redemption and will be
calculated on the basis of such Day Count Fraction as may be
agreed between the Issuer and the relevant Dealer (as set out in the
applicable Final Terms).

Floating Rate Covered Bonds will bear interest at a rate
determined:

@) on the same basis as the floating rate under a notional
interest rate swap transaction in the relevant Specified
Currency governed by an agreement incorporating the
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Other provisions in relation to

Floating Rate Covered Bonds:

Zero Coupon Covered Bonds:

Instalment Covered Bonds:

Hard Bullet Covered Bonds:

Redemption:

ISDA Definitions; or

(b) on the basis of a reference rate appearing on the agreed
screen page of a commercial quotation service; or

(c) on such other basis as may be agreed between the Issuer
and the relevant Dealer,

as set out in the applicable Final Terms.

The Margin (if any) relating to such floating rate will be agreed
between the Issuer and the relevant Dealer for each issue of
Floating Rate Covered Bonds, as set out in the applicable Final
Terms.

Floating Rate Covered Bonds may also have a Maximum Rate of
Interest, a Minimum Rate of Interest or both (as indicated in the
applicable Final Terms). Interest on Floating Rate Covered Bonds
in respect of each Interest Period, as agreed prior to issue by the
Issuer and the relevant Dealer, will be payable on such Interest
Payment Dates, and will be calculated on the basis of such Day
Count Fraction, in each case as may be agreed between the Issuer
and the relevant Dealer.

Zero Coupon Covered Bonds, bearing no interest, may be offered
and sold at a discount to their nominal amount unless otherwise
specified in the applicable Final Terms.

Covered Bonds may be issued on an instalment basis in which
case such Covered Bonds will be redeemed in the Instalment
Amounts and on the Instalment Dates specified in the applicable
Final Terms.

The applicable Final Terms may provide that certain Series of
Covered Bonds may be scheduled to be redeemed in full on the
Final Maturity Date therefore without any provision for an
Extended Due for Payment Date under the Covered Bond
Guarantee (the Hard Bullet Covered Bonds). In such a case, on
each Pre-Maturity Liquidity Test Date prior to the occurrence of
an Issuer Event of Default or the occurrence of an LLP Event of
Default, the LLP or the Cash Manager on its behalf will determine
if the Pre-Maturity Liquidity Test has been breached and, if so, it
shall immediately notify the Members and the Security Trustee
thereof.

The applicable Final Terms relating to each Tranche of Covered
Bonds will indicate either that such Covered Bonds cannot be
redeemed prior to their stated maturity (other than for taxation
reasons or if it becomes unlawful for any Term Advance to remain
outstanding or following an Issuer Event of Default or an LLP
Event of Default) or that such Covered Bonds will be redeemable
or, following purchase of such Covered Bonds by the Issuer or
any of its subsidiaries (including the LLP), any holding company
of the Issuer or any subsidiary of any such holding company,
cancellable at the option of the Issuer and/or the Covered
Bondholders upon appropriate notice in accordance with the
Terms and Conditions to the Bond Trustee, the Principal Paying
Agent, the Registrar (in the case of the redemption of the
Registered Covered Bonds) and the Covered Bondholders or to
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Extendable obligations under the
Covered Bond Guarantee:

Denomination of Covered
Bonds:

Taxation:

the Issuer (as the case may be), on one or more specified dates
prior to their stated maturity and at a price or prices as may be
agreed between the Issuer and the relevant Dealer.

The applicable Final Terms may also provide that the LLP's
obligations under the Covered Bond Guarantee to pay the
Guaranteed Amounts equal to the Final Redemption Amount of
the applicable Series of Covered Bonds on their Final Maturity
Date may be deferred until the Extended Due for Payment Date.
In such case, such deferral will occur automatically if the Issuer
fails to pay the Final Redemption Amount of the relevant Series of
Covered Bonds on their Final Maturity Date (in each case subject
to the applicable grace period), a Notice to Pay has been served
and the Guaranteed Amounts equal to the Final Redemption
Amount in respect of such Series of Covered Bonds are not paid
in full by the Extension Determination Date (for example, because
the LLP has insufficient moneys to pay in full the Guaranteed
Amounts equal to the Final Redemption Amount in respect of the
relevant Series of Covered Bonds after payment of higher ranking
amounts and taking into account amounts ranking pari passu in
the Guarantee Priority of Payments). To the extent that the LLP
has received a Notice to Pay by the time specified in Condition 6.1
(Final redemption) and has sufficient moneys under the Guarantee
Priority of Payments to pay in part the Final Redemption Amount,
partial payment of the Final Redemption Amount shall be made as
described in Condition 6.1 (Final redemption). The LLP shall to
the extent it has the funds available to it make payments in respect
of the unpaid portion of the Final Redemption Amount on any
Original Due for Payment Date up until the Extended Due for
Payment Date. Interest will continue to accrue and be payable on
the unpaid portion of the Final Redemption Amount up to the
Extended Due for Payment Date in accordance with Condition 4
(Interest and other Calculations) and the LLP will make payments
of Guaranteed Amounts constituting Scheduled Interest on each
Original Due for Payment Date and the Extended Due for
Payment Date.

The Covered Bonds will be issued in such denominations as may
be agreed between the Issuer and the relevant Dealer and set out in
the applicable Final Terms save that the minimum denomination
of each Covered Bond admitted to trading on an EEA exchange
and/or offered to the public in an EEA state in circumstances
which require the publication of a prospectus under the Prospectus
Directive will be at least €100,000 (or, if the Covered Bonds are
denominated in a currency other than euro, the equivalent amount
in such currency) or such other higher amount as may be required
from time to time by the relevant central bank (or equivalent
body) or any laws or regulations applicable to the relevant
Specified Currency.

All payments in respect of the Covered Bonds will be made
without deduction or withholding for or on account of UK taxes,
unless such deduction or withholding is required by law. If any
such deduction or withholding is made, the Issuer will, save as
provided in Condition 7 (Taxation), be required to pay additional
amounts in respect of the amounts so deducted or withheld.
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Cross Default for Covered
Bonds:

Status of the Covered Bonds:

Covered Bond Guarantee:

Ratings:

Listing and admission to trading:

Clearing:

Under the Covered Bond Guarantee, the LLP will not be liable to
pay any such additional amounts payable by the Issuer under
Condition 7 (Taxation).

If an LLP Acceleration Notice is served in respect of any Series of
Covered Bonds, then the obligation of the LLP to pay Guaranteed
Amounts in respect of all Series of Covered Bonds then
outstanding will be accelerated.

The Covered Bonds will constitute direct, unconditional,
unsubordinated and unsecured obligations of the Issuer and will
rank pari passu without any preference among themselves and
(save for any obligations required to be preferred by law) at least
equally with all other present and future unsecured and
unsubordinated obligations of the Issuer from time to time
outstanding.

Payment of Guaranteed Amounts in respect of the Covered Bonds
when Due for Payment will be irrevocably guaranteed by the LLP.
The obligations of the LLP to make payment in respect of the
Guaranteed Amounts when Due for Payment are subject to the
condition that a Notice to Pay or an LLP Acceleration Notice has
been served on the LLP. The obligations of the LLP under the
Covered Bond Guarantee will accelerate against the LLP upon
service of an LLP Acceleration Notice. The obligations of the
LLP under the Covered Bond Guarantee constitute direct
obligations of the LLP secured against the assets from time to time
of the LLP and recourse against the LLP is limited to such assets.

Covered Bonds to be issued under the Programme are expected, at
the time of issue, unless otherwise specified in the applicable Final
Terms, be rated "Aaa" by Moody's.

The rating of certain Series of Covered Bonds to be issued under
the Programme may be specified in the applicable Final Terms.
Whether or not each credit rating applied for in relation to relevant
Series of Covered Bonds will be issued by a credit rating agency
established in the European Union and registered under
Regulation (EC) No. 1060/2009, as amended (the CRA
Regulation) will be disclosed in the Final Terms. For more
information see Risk Factors—Ratings of the Covered Bonds in
this Prospectus.

Application has been made to admit the Covered Bonds issued
under the Programme and pursuant to the Prospectus to the
Official List and to admit the Covered Bonds to trading on the
regulated market of the London Stock Exchange.

The Covered Bonds will be eligible to clear through any of the
Clearing Systems as indicated in the relevant Final Terms. It is
anticipated that Registered Covered Bonds will clear through
Euroclear and/or Clearstream, Luxembourg.

Covered Bonds may be cleared through a Clearing System or,
particularly in the case of Definitive Covered Bonds, may not be
cleared through any Clearing System. Covered Bonds may also
be cleared through a clearing system other than the Clearing
Systems, as may be agreed between the Issuer, the Bond Trustee
and the Principal Paying Agent in relation to each issue. The
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The RCB Regulations:

Governing law:

Selling Restrictions:

Risk Factors:

Final Terms relating to each Tranche of the Covered Bonds will
state whether or not the Covered Bonds are to be cleared and, if
so, in which clearing system.

On 24 February 2017, the Issuer was admitted to the register of
issuers and the Programme was admitted to the register of
regulated covered bonds pursuant to Regulation 14 of the RCB
Regulations.

The Covered Bonds issued pursuant to this Prospectus will be
governed by, and construed in accordance with, English law.

There are restrictions on the offer, sale and transfer of any
Tranche of Covered Bonds in the U.S., the European Economic
Area (including the UK, The Netherlands, the Republic of Italy,
Germany and the Republic of France) and Japan. Other
restrictions may apply in connection with the offering and sale of
a particular Tranche of Covered Bonds. See Subscription and
Sale and Transfer and Selling Restrictions.

There are certain risks related to any issue of Covered Bonds
under the Programme, which investors should ensure they fully
understand, a non-exhaustive summary of which is set out under
Risk Factors below.
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RISK FACTORS

The Issuer and the LLP believe that the following factors may affect their ability to fulfil their
respective obligations under the Covered Bonds issued under the Programme and the Covered Bond
Guarantee respectively and confirm that the risks that are stated to apply to "the Group™ below apply
to the Issuer and/or its subsidiary and associated undertakings. All these factors are contingencies
which may or may not occur, and neither the Issuer nor the LLP is in a position to express a view on
the likelihood of any such contingency occurring. Factors which the Issuer and the LLP believe may
be material for the purpose of assessing the market risks associated with Covered Bonds issued under
the Programme in relation to the Group are also described below. In addition, risk factors which are
specific to the Covered Bonds are also described below.

The Issuer and the LLP believe that the factors described below represent the principal risks inherent
in investing in Covered Bonds issued under the Programme, but the inability of the Issuer or the LLP
to pay interest, principal or other amounts on or in connection with any Covered Bonds may occur for
other reasons and neither the Issuer nor the LLP represents that the statements below regarding the
risks of holding any Covered Bonds are exhaustive. If any of the following risks actually materialise,
the business, financial condition and results of operations of the Group and the Issuer's ability to fulfil
its obligations under the Covered Bonds, could be materially and adversely affected. In addition,
each of the risks highlighted below could adversely affect the trading price of the Covered Bonds or
the rights of investors under the Covered Bonds and, as a result, investors could lose some or all of
their investment.

Prospective investors should consider carefully the risks and uncertainties described below, together
with all other information contained in this Prospectus and the information incorporated by reference
herein before making any investment decision.

Unless otherwise defined herein, terms used in this section shall have the same meaning as in the
Conditions.

RISK FACTORS RELATING TO THE ISSUER AND THE GROUP
1 Risks relating to the macroeconomic environment in which the Group operates

11 The Group is subject to inherent risks arising from general macro-economic conditions in the
UK and globally

The Group's business is subject to inherent risks arising from general macro-economic
conditions in the UK and the state of the global financial markets both generally and as they
specifically affect financial institutions. During the global financial crisis that started in
mid-2008, the UK economy experienced a significant degree of turbulence and a deep
recession, adversely affecting, among other things, the state of the housing market, market
interest rates, levels of unemployment, the cost and availability of credit and the liquidity of
the financial markets.

As the Group's customer revenue is derived almost entirely from customers based in the UK,
the Group is particularly exposed to the condition of the UK economy, including house
prices, interest rates, levels of unemployment and consequential fluctuations in consumers'
disposable income. If these economic indicators and UK economic conditions weaken, or if
financial markets exhibit uncertainty and/or volatility, the Group's impairment losses may
increase and its ability to grow its business could be materially adversely impacted.

1.2 The Group faces risks related to volatility in UK house prices

The value of the Group's residential mortgage portfolio is influenced by UK house prices. A
significant portion of the Group's revenue is derived from interest and fees paid on its
mortgage portfolio.

A significant decline in house prices in the UK would lead to a reduction in the recovery
value of the Group's assets in the event of a customer default, and could lead to higher
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impairment charges and lower profitability. Higher impairment provisions could reduce the
Group's capital and its ability to engage in lending and other income-generating activities.

As a result, a decline in house prices could have a material adverse effect on the Group's
business and potentially on its ability to implement its strategy. A significant increase in
house prices over a short period of time could also have a negative impact on the Group by
reducing customer affordability, which could lead to higher impairments or, if it resulted in a
decrease in the number of customers that can afford a house, a reduction in demand for new
mortgages. Sustained volatility in house prices could also discourage potential homebuyers
from committing to a purchase, thereby limiting the Group's ability to grow its mortgage
portfolio.

Volatility in the UK housing market occurring for these, or other reasons could have an
adverse impact on the Group's business, financial condition and results of operations. This in
turn could affect the Issuer's ability to fulfil its obligations under the Covered Bonds.

The Group faces risks associated with interest rate levels and volatility

Interest rates, which are impacted by factors outside of the Group's control, including the
fiscal and monetary policies of governments and central banks, as well as UK and
international political and economic conditions, affect the Group's results, profitability and
consequential return on capital in three principal areas: cost and availability of funding,
margins and revenues and impairment levels.

First, interest rates affect the cost and availability of the principal sources of the Group's
funding, which is largely provided by customer deposits. A sustained low interest rate
environment keeps the Group's costs of funding low by reducing the interest payable on
customer deposits, but also reduces incentives for consumers to save and, therefore,
constrains the Group's ability to earn revenue through the interest rates it receives by lending
these funds to customers.

Secondly, interest rates affect the Group's net interest margin and revenue. The low interest
rate environment seen in the UK since early 2009 has put some pressure on deposit net
interest margins throughout the industry. Consequently, a sustained period of low interest
rates can result in smaller margins realised between the rate the Group pays on customer
deposits and that received on its loans and the structural hedges that the Group enters into
with respect to its non-dated, rate insensitive liabilities, reducing the Group's revenue and
overall net interest margin.

Thirdly, interest rates impact the Group's mortgage impairment levels and customer
affordability, as well as its unsecured financial products. A rise in interest rates, without
sufficient improvement in customer earnings or employment levels, could, for example, lead
to an increase in default rates among customers with variable rate mortgages who can no
longer afford their repayments, in turn leading to increased impairment charges and lower
profitability for the Group. A high interest rate environment also reduces demand for
mortgages and unsecured financial products generally, as individuals are less likely or less
able to borrow when interest rates are high, thereby reducing the Group's revenue.

Given current market conditions, the Group expects that any interest rate volatility could pose
challenges. If the Group is unable to manage its exposure to interest rate volatility, whether
through hedging, product pricing and maintenance of borrower credit quality or other means,
its business, financial condition and results of operations may be adversely affected. This in
turn could affect the Issuer's ability to fulfil its obligations under the Covered Bonds.

An additional risk has come to the fore recently: the possibility of negative interest rates.
Several central banks have adopted such a policy, including the European Central Bank and
the Bank of Japan. The effect on profitability would depend on what effect such a policy had
on funding rates and on retail lending/deposit rates. If it led to large-scale deposit flight, there
would be a risk to the Group's funding plan. There would also be various technical and legal
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issues to contend with, which might require the Group to make changes to its IT system and
redraft legal contracts.

The Group is exposed to risks relating to high levels of unemployment

As a retail bank, the Group's business performance is impacted by the economic status and
wellbeing of its customers, a principal driver of which is overall employment levels.
Unemployment in the UK has fallen recently, and is no longer "high" by historical standards.
However, an increasing trend in the UK workforce towards part-time, less secure employment
adds to the risks faced by the Group from the labour market, and unemployment would be
expected to rise again in the event of an economic downturn. Higher levels of unemployment
have historically resulted, for example, in a decrease in new mortgage borrowing, lower
deposit levels and reduced or deferred levels of spending, which adversely impact upon fees
and commissions received on credit and debit card transactions and demand for unsecured
lending. Higher unemployment rates and the resultant decrease in customer income can also
have a negative impact on the Group's results, including through an increase in arrears,
forbearance, impairment provisions and defaults. Consequently, sustained high levels of
unemployment could have a material adverse impact on the Group's business, financial
condition and results of operations. This in turn could affect the Issuer's ability to fulfil its
obligation under the Covered Bonds.

Risks relating to the operation of the Group's business

The Group faces risks associated with its operations' compliance with a wide range of laws
and regulations

The Group's operations must comply with numerous laws and regulations and, consequently,
it faces risks, including but not limited to:

° the high level of scrutiny of the treatment of customers by financial institutions from
regulatory bodies, the press and politicians may continue; the FCA in particular
continues to focus on retail conduct risk issues, as well as conduct of business
activities through its supervision activity;

. the possibility of alleged mis-selling of financial products or the mishandling of
complaints related to the sale or servicing of such products by or attributed to an
employee of the Group may result in disciplinary action or requirements to amend
sales or servicing processes, withdraw products or provide restitution to affected
customers, all of which may require additional provisions;

° certain aspects of the Group's business may be determined by the relevant authorities,
the Financial Ombudsman's Service (FOS) or the courts not to have been conducted
in accordance with applicable local or, potentially, overseas laws or regulations or, in
the case of the FOS, with what is fair and reasonable in the Ombudsman's opinion;

. a potential failure of processes, systems or security may expose the Group to
heightened financial crime and/or fraud risk;

. contractual obligations may either not be enforceable as intended or may be enforced
against the Group in an adverse way;

. the intellectual property of the Group (including trade marks) may not be adequately
protected or enforceable, and the conduct of the Group's business may infringe the
intellectual property of third parties;

. the Group may be liable for damages to third parties harmed by the conduct of its
business; and

. regulatory proceedings and private litigation may arise out of regulatory
investigations, enforcement actions or otherwise (brought by individuals or groups of
plaintiffs) in the UK and other jurisdictions.
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Regulatory actions pose a number of risks to the Group, including substantial monetary
damages or fines, the amounts of which are difficult to predict and may exceed the amount of
provisions set aside to cover such risks. In addition, the Group may be subject to customer
redress obligations, other penalties and injunctive relief, civil or private litigation arising out
of a regulatory investigation, the potential for criminal prosecution in certain circumstances
and regulatory restrictions on the Group's business. All of these issues could have a negative
effect on the Group's reputation and the confidence of its customers in the Group, as well as
taking a significant amount of management time and resources away from the implementation
of the Group's strategy. While certain economic protection against losses arising out of
certain historical conduct issues in relation to the portfolio of mortgages held by TSB Bank
excluding ex-Northern Rock residential mortgages (and linked unsecured loans) acquired
from Cerberus Capital Management (the Whistletree Portfolio) (the TSB Franchise) is
provided by the Conduct Indemnity (as defined below) given to TSB Bank and TSB Banking
Group by Lloyds Bank plc (Lloyds Bank) in the Separation Agreement (as defined below),
this indemnity may not cover all impacts of such historical conduct issues.

The Group may settle litigation or regulatory proceedings prior to a final judgment or
determination of liability to avoid the cost, management efforts or negative business,
regulatory or reputational consequences of continuing to contest liability, even when the
Group believes that it has no liability or when the potential consequences of failing to prevail
would be disproportionate to the costs of settlement. Furthermore, the Group may, for similar
reasons, reimburse counterparties for their losses even in situations where the Group does not
believe that it is legally compelled to do so. Failure to manage these risks adequately could
materially affect the Group, both financially and in terms of its reputation.

Any of these risks, should they materialise, could have an adverse impact on the Group's
business, financial condition and results of operations. This in turn could affect the Issuer's
ability to fulfil its obligations under the Covered Bonds.

The Group is exposed to the risks inherent in dealing with intermediaries. For example, the
Group has limited oversight of the intermediaries' interactions with prospective customers
and, consequently, the Group faces certain risks related to the conduct of the mortgage
intermediaries with which it does business. The intermediaries' incentives may not always
align with the Group's, which could lead to a deterioration in the quality and performance of
the Group's mortgage book. If mortgage intermediaries are found to have violated applicable
conduct regulations or standards in the sale of the Group's mortgage products, the Group's
brand and/or reputation could be harmed as a result. Any of these factors could have a
negative impact on the Group's ability to meet its strategic objectives for its asset base and,
consequently, its business, financial condition and results of operations. This in turn could
affect the Issuer's ability to fulfil its obligations under the Covered Bonds.

The Group’s operations also expose it to various forms of reputational impacts. Negative
public opinion can result from the actual or perceived manner in which the Group conducts its
business activities, from the Group’s financial performance, the level of direct and indirect
government support, actual or perceived practices in the banking and financial industry, or
allegations of misconduct. Negative public opinion may adversely affect the Group’s ability
to keep and attract customers, which may result in a material adverse effect on the Group’s
financial condition, results of operations or prospects. Negative public opinion referenced in
the media as “lack of trust” in banking can be impacted by actions of competitors across the
industry as well as actions by the Group.

The TSB Franchise business is subject to risks relating to the cost and availability of liquidity
and funding

Liquidity and funding is a key area of focus for the TSB Franchise business and the UK
financial services industry as a whole. While the Group's current funding is primarily
obtained through personal current account (PCA) and retail savings deposits, its funding
needs are likely to increase and/or its funding structure may not continue to be efficient,
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giving rise, in both cases, to a requirement to raise wholesale funding (although PCA and
retail savings deposits are expected to remain the primary source of the Group's funding for
the foreseeable future).

The Group aims to maintain a prudent loan-to-deposit ratio, which means that the majority of
its retail lending is funded by retail deposits. Medium-term growth in the Group's retail
lending activities will therefore depend, in part, on the availability of retail deposit funding on
acceptable terms, for which there may be increased competition and which is dependent on a
variety of factors outside the Group's control. These factors include general macro-economic
conditions and market volatility, the confidence of retail depositors in the economy, the
financial services industry and in the Group, as well as the availability and extent of deposit
guarantees. Availability of retail deposit funding may also be impacted by increased
competition from other deposit takers as a result of their strategies or factors that constrain the
volume of liquidity in the market, including, but not limited to, the end of the UK
Government's "Funding for Lending" and/or "Term Funding Scheme". Increases in the cost
of retail deposit funding will impact the Group's margins and affect profit, and a lack of
availability of retail deposit funding could have a material adverse effect on the Group's
future growth.

Any loss in consumer confidence in the Group could significantly increase the amount of
retail deposit withdrawals in a short space of time. In such a situation, the Group may be
more exposed to customer withdrawals as a significant proportion of its liabilities are in
instant access products. Should the Group experience an unusually high and/or unforeseen
level of withdrawals, the Group may require greater non-retail sources of funding in the
future, which it may be unable to access, which could in turn have a material adverse effect
on the Group's financial condition and profitability.

While the Group does not currently rely heavily on wholesale funding, it may need to access
wholesale markets where there is a residual funding requirement over and above funds held
from, among other sources, PCAs and other customer deposits. If the wholesale funding
markets were to be fully or partially closed, it is likely that wholesale funding would prove
more difficult to obtain on commercial terms. Under such circumstances, the Group may be
unlikely to be able to successfully deliver its growth strategy. Profound curtailments of
central bank liquidity to the financial markets in connection with other market stresses,
though unlikely, might have a material adverse impact on the Group's financial position and
results of operations depending on the Group's funding position at that time.

Failure to manage these or any other risks relating to the cost and availability of liquidity and
funding may compromise the Group's ability to deliver its growth strategy and, consequently,
have a material adverse impact on the Group's business, financial condition and results of
operations. This in turn could affect the Issuer's ability to fulfil its obligations under the
Covered Bonds.

Ratings downgrade of the sector, the Issuer or Sabadell may have an adverse effect on the
marketability and liquidity of the Covered Bonds

If sentiment towards the financial institutions operating in the United Kingdom's residential
mortgage market (including the Issuer) were to deteriorate, or if the ratings of the Issuer
and/or Sabadell (whose rating downgrade is likely to affect the Issuer's rating) and/or the
ratings of the sector were to be adversely affected, this may have a materially adverse impact
on the market value of covered bond securities and result in a reduction in liquidity in the
secondary market for such securities. In addition, such change in sentiment or further
reduction in ratings could result in an increase in the costs and reduction in the availability of
wholesale market funding across the financial services sector, which could have a material
adverse effect on the liquidity and funding of all UK financial services institutions, including
the Issuer.
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The Group is exposed to risks related to any political and economic changes as a result of the
outcome of the referendum on the UK's membership of the European Union

On 23 June 2016 the UK held a referendum on whether the UK should remain a member state
of the European Union. The UK voted to leave the European Union and the UK Government
invoked article 50 of the Lisbon Treaty on 29 March 2017 notifying the EU of its decision to
leave the EU. Under article 50, the Treaty on the European Union and the Treaty on the
Functioning of the European Union cease to apply in the relevant state from the date of entry
into force of a withdrawal agreement or, failing that, two years after the notification of
intention to withdraw, although this period may be extended in certain circumstances. This
decision may have an adverse impact on the UK economy. It is likely that the UK economy
will experience slower growth and higher unemployment, with downward pressure on house
price inflation. The severity of any downturn will be determined by a number of factors,
including prevailing conditions in financial markets and the global economy. It is
conceivable that the Bank of England may loosen monetary policy in response; this may
entail even lower interest rates.

The long term effect on the UK economy is uncertain. Important issues to consider are
whether, in deciding to leave the European Union, the UK will leave the single market and/or
the customs union, and the likelihood of another referendum on Scottish independence.

The Group is subject to regulatory capital requirements

A perceived or actual shortage of capital could have a material adverse effect on the Group's
business, which could, in turn, affect the Group's capacity to implement its business strategy,
impacting future growth potential.

The Group sets its internal target amount of capital by taking account of its own assessment
of the risk profile of the business, market expectations and regulatory requirements. If market
expectations as to capital levels increase, driven by, for example, the capital levels or targets
amongst peer banks or if new regulatory requirements are introduced, then the Group may
experience pressure to increase its capital ratios. If it is unable to do so, its business, financial
condition and results of operations may be adversely impacted. This in turn could affect the
Issuer's ability to fulfil its obligation under the Covered Bonds.

Changes to accounting policies or in accounting standards could materially affect the
Group'’s capital ratios, how it reports its financial condition and results of operations.

From time to time, the International Accounting Standards Board (the 1ASB) and/or the
European Union change the international financial reporting standards issued by the IASB, as
adopted by the European Commission for use in the European Union, (IFRS) that govern the
preparation of financial statements. These changes can be difficult to predict and could
materially impact recording and reporting of financial condition and results of operations. In
some cases, the Group could be required to apply a new or revised standard retroactively,
resulting in restating prior period financial statements.

For example, IFRS 9: "Financial Instruments” is the new standard to replace IAS 39:
"Financial Instruments: Recognition and Measurement”. It changes the classification and
measurement of some certain financial assets, the recognition and the financial impact of
impairment and hedge accounting. IFRS 9 is required to be implemented in the Group's
financial statements for the financial year ending 31 December 2018.

Amongst other changes, IFRS 9 replaces the incurred loss approach to impairment of 1AS 39
with one based on expected credit losses (ECL), which will result in earlier recognition of
credit losses. This introduces a number of new concepts and changes to the approach to
provisioning compared with the methodology under IAS 39.

The European authorities have recognised the risk that application of IFRS 9 may lead to a
sudden significant increase in ECL provisions and consequently a sudden decrease in the
capital ratios of institutions.
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Accordingly, Regulation (EU) No 575/2013 of the European Parliament and of the Council of
26 June 2013 (the Capital Requirements Regulation) was amended by Regulation (EU)
No 2017/2395 of the European Parliament and of the Council of 12 December 2017 as
regards transitional arrangements for mitigating the impact of the introduction of IFRS 9.
Where an institution's opening balance sheet after adoption of IFRS 9 reflects a decrease in
common equity tier 1 (CET1) capital as a result of increased ECL provisions (net of tax
effect) compared to the previous closing balance sheet, the institution should be allowed to
include in its CET1 capital a portion of the increased provisions during a transitional period.
This transitional period should have a maximum duration of five years as from the opening
balance sheet date and the portion of ECL provisions that can be included in CET1 capital
should decrease over time down to zero to deliver full implementation by the end of the five
year period. As provisions incurred after implementation could rise significantly and
unexpectedly due to a worsening macroeconomic outlook, the draft regulations also provide
that institutions should be given additional relief in such cases through the transitional
arrangements.

The financial reporting impact of IFRS 9 has been quantified in the Issuer's 2017 Annual
Report and Accounts.

The IASB may make other changes to financial accounting and reporting standards that
govern the preparation of the Group's financial statements, which the Group may adopt prior
to the date on which such changes become mandatory if determined to be appropriate by the
Group. Any such change in the Group's accounting policies or accounting standards could
materially affect its reported financial condition and results of operations.

The Group's accounting policies and methods are critical to how it reports its financial
condition and results of operations. They require the Group to make estimates about matters
that are uncertain.

Accounting policies and methods are fundamental to how the Group records and reports its
financial condition and results of operations. The Group must exercise judgement in selecting
and applying many of these accounting policies and methods so that they comply with IFRS.

The Group faces risks from the highly competitive environment in which it operates

The market for financial services in the UK is highly competitive and management expects
such competition to intensify in response to competitor behaviour, consumer demand,
technological changes, the impact of market consolidation and new market entrants,
regulatory actions and other factors. The financial services markets in which the Group
operates are mature, such that growth by any bank typically requires winning market share
from competitors.

The Group faces competition from established providers of financial services, including
banks and building societies, some of which have greater scale and financial resources,
broader product offerings and more extensive distribution networks than the Group. The
Group also faces potential competition from new entrants to the market and an increasing risk
of disintermediation from smaller challenger banks and FinTech companies, all of whom
threaten to disrupt the value chain.

The Current Account Switch Service was launched in September 2013 with the aim of
increasing competition in the market place. Awareness of and confidence in the service has
not reached the targets set by H.M. Treasury. Although the proliferation of switching
incentives in the market place has moved customers around to some degree the main impact
has been an increase in the cost of acquisition for providers. There is no expectation that this
will change in the short to medium term.

The regulators are increasingly focused on innovation and competition and are applying
pressure on the industry to adopt open banking platforms which will generate a new
competitive landscape for providers of financial services.

37



2.8

29

2.10

Margins continue to come under pressure from economic uncertainty and low interest rates
meaning traditional commercial models for PCA are at greater risk. Customers are turning
more and more to digital to buy and service their financial products meaning that innovation
is often started in the mobile channel first.

Any failure to manage the competitive dynamics to which it is exposed could have a material
adverse impact on the Group's business, financial condition and results of operations. This in
turn could affect the Issuer's ability to fulfil its obligations under the Covered Bonds.

The Group is subject to risks concerning customer and counterparty credit quality

The Group has exposures to many different products, counterparties and obligors whose
credit quality can have a significant adverse impact on the Group's earnings and the value of
assets on the Group's balance sheet. As part of the ordinary course of its operations, the
Group estimates and establishes provisions for credit risks and the potential credit losses
inherent in these exposures. The Group may fail to adequately identify the relevant factors or
accurately estimate the impact and/or magnitude of identified factors, which could adversely
affect the Group's business, financial position and results of operations.

Further, there is a risk that, despite the Group's belief that it conducts an accurate assessment
of customer credit quality, customers are unable to meet their commitments as they fall due as
a result of customer-specific circumstances, macro-economic disruptions or other external
factors. The failure of customers to meet such commitments may result in higher impairment
charges or a negative impact on fair value in the Group's lending portfolio. A deterioration in
customer credit quality and the consequent increase in impairments would have a material
adverse impact on the Group's business, financial condition and results of operations. This in
turn could affect the Issuer's ability to fulfil its obligations under the Covered Bonds.

Concentration of credit risk could increase the Group's potential for significant losses

Substantially all of the TSB Franchise business related to customers in the UK. In the event
of a disruption to the credit markets in the UK generally or economic conditions, including
interest rates in the UK and levels of unemployment in Scotland, where the Group has
significant presence, this concentration of retail credit risk could cause the Group to
experience greater losses than its less concentrated competitors.

In addition, the Group faces concentration risks relating to its interest-only mortgage
portfolio, which amounts to approximately 19 per cent of the Group's TSB Franchise
residential mortgage stock as at 31 December 2017. As these mortgages near maturity, the
Group may face greater repayment and asset quality risks than competitors with a lower
proportion of interest-only mortgages, although the TSB concentration has reduced (from 25
per cent. as at 31 December 2016). The ex-UKAR assets primarily comprise lender variable
rate mortgages and tracker mortgages. While the Group regularly monitors its credit
portfolios to assess potential concentration risk, efforts to divest, diversify or manage the
Group's credit portfolio against concentration risks may not be successful and could result in
an adverse impact on its business, financial condition and results of operations. This in turn
could affect the Issuer's ability to fulfil its obligations under the Covered Bonds.

The Group is exposed to operational risks related to systems and processes

The Group’s business is exposed to operational risks related to systems and processes,
whether people related or external events, including the risk of fraud and other criminal acts
carried out against the Group, including in relation to the banking operations services
provided by both Sabadell Information Systems S.A.U. and Sabadell Information Systems
Limited (together SABIS) under an Outsourced Services Agreement dated 19 April 2017 (the
OSA) entered into with TSB.

The SABIS Services performed under the OSA include infrastructure services (including data
centres, management and maintenance), enterprise services (including desktop, printing, help
desk), business services (including payments functionality, telephony, branch and digital),
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together with maintenance services for the underlying software and account management
services. There will be an ongoing reliance on SABIS (and its subcontractors) to continue to
provide these critical services to TSB.

The Group’s business is dependent on processing and reporting accurately and efficiently a
high volume of complex transactions across numerous and diverse products and services. Any
weakness in these systems or processes could have an adverse effect on the Group’s results
and on its ability to deliver appropriate customer outcomes during the affected period. In
addition, any breach in security of the Group’s systems (or systems provided by or on behalf
of SABIS that support the services to the Group under the OSA), for example from
increasingly sophisticated attacks by cybercrime groups, could disrupt its business, result in
the disclosure of confidential information and create significant financial and/or legal
exposure and the possibility of damage to the Group’s reputation and/or brand. Moreover, the
services, as well as the agreements under which they are provided, are highly complex. As a
result, the Group faces the risk that the systems and processes that underpin the OSA may not
function in the manner anticipated and necessary to deliver the required outcomes for
customers.

The occurrence of serious performance issues resulting in interruptions, delays, the loss or
corruption of data or the cessation of the availability of systems could have a material adverse
impact on the Group’s financial condition and results of operations.

Any such actual or perceived inadequacies, weaknesses or failures in the Group’s systems or
processes could have a material adverse effect on the Group’s business. In addition, as SABIS
is a fully owned subsidiary of Sabadell, the financial performance of SABIS may be impacted
by any financial performance issues of Sabadell. However, TSB Bank’s resolution plans do
include a number of solutions, should Sabadell’s financial performance impact on its
subsidiaries, including provisions in the OSA including granting TSB Bank control over
SABIS.

Any of the issues described above, could affect the Issuer's ability to fulfil its obligation under
the Covered Bonds.

TSB Bank IT system issues and related risks

TSB Bank has experienced issues with its IT system, including availability and functionality
issues following the data migration to the SABIS platform at the end of April 2018.
Customers have experienced difficulties, including accessing their bank accounts through the
available channels, leading to a significant number of complaints from customers.

In order to better understand the causes of the issues, TSB Bank engaged IBM United
Kingdom Limited to look at certain technical aspects of the system issues.

Further, the Board of Directors of TSB Bank has asked Slaughter & May to carry out an
independent review. The review is still on-going and findings are expected in due course.

The issues with TSB Bank’s IT systems and their remediation have caused TSB Bank to
recognise additional costs of £251.3 million as at 30 September 2018 (as noted in a press
release issued by Sabadell on 26 October 2018 including details of the migration related
financial impact on the Issuer). The remediation of the IT system issues is not yet complete.
TSB Bank has incurred costs by hiring and training additional staff to restore service levels
and to operate a redress scheme for its customers.

The Group was informed on 5 June 2018 that a formal FCA investigation would be
commenced (jointly with the PRA) in connection with the Group’s handling of the recent
migration of data and IT systems to SABIS Services. This investigation is on-going and it is
currently not possible to make a reliable assessment of the consequences and/or potential
liabilities, if any, that may result from the investigation or the impact that the findings may
have on TSB Bank’s reputation.
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There has been considerable negative press coverage on the system issues and heightened
political and regulatory interest, which may have an impact on TSB Bank’s reputation and
customer confidence in TSB. To the extent that there is an adverse impact on TSB Bank’s
reputation or customer confidence in TSB Bank, this may have a negative impact on the TSB
brand and may affect or delay the ability of TSB Bank to grow its customer base in line with
its strategic objectives.

Significant delays to remediation of, or any recurring issues in respect of, the IT system may
result in additional costs, further negative press coverage and/or additional political and
regulatory interest which in turn may have further implications for TSB Bank’s reputation
and/or customer confidence and/or the TSB brand. This could result in increased costs for
completing remediation and as a consequence may additionally affect or delay the ability of
TSB Bank to grow its customer base in line with its strategic objectives or implementation by
TSB Bank of its future strategies (including planned initiatives and structural reform work).

Any of these risks, should they materialise, could have an adverse impact on the Group's
business, financial condition, results of operations and relations with customers. This in turn
could affect the Issuer's ability to fulfil its obligations under the Covered Bonds.

The Group is subject to risks associated with its hedging and treasury operations, including
potential negative fair value adjustments

The Group faces risks related to its customer-driven hedging operations. The Group engages
in hedging activities, for example in relation to interest rate risk, in an attempt to limit the
potential adverse effect of interest rate fluctuations on its results of operations. The Group's
treasury operation has responsibility for managing the interest rate risk that arises through its
customer facing business, management of its liquid asset buffer and investment of free
reserves and interest rate insensitive deposit balances. Interest rate hedges for customer assets
and liabilities are calculated using behavioural models. However, the Group does not hedge
all of its risk exposure and cannot guarantee that its hedging strategies will be successful
because of factors such as behavioural risk, unforeseen volatility in interest rates or the
decreasing credit quality of hedge counterparties in times of market dislocation. If its hedging
strategies are not effective, the Group may be required to record negative fair value
adjustments. Material losses from the fair value of financial assets would also have an
adverse impact on the Group's capital ratios.

Through its treasury operations, the Group will hold liquid assets portfolios for its own
account, exposing the Group to interest rate risk, basis risk and credit spread risk. To the
extent that volatile market conditions occur, the fair value of the Group's liquid asset
portfolios could fall more than estimated and cause the Group to record mark to market
losses. In a distressed economic or market environment, the fair value of certain of the
Group's exposures may be volatile and more difficult to estimate because of market
illiquidity. Valuations in future periods, reflecting then prevailing market conditions, may
result in significant negative changes in the fair value of the Group's exposures, which could
have a material adverse impact on the Group's business, financial condition and results of
operations.

Interest-rate insensitive PCA balances form a significant part of the Group's funding. The
Group makes the assumption that these balances will have a maturity in excess of five years
and they are currently invested, along with free reserves, in a rolling series of five-year
interest rate swaps. A portion of free reserves are considered to have a maturity of at least 10
years and have been invested in 10-year interest rate swaps. The Group believes that the
current, relatively low, level of five-year swap interest rates, coupled with the probability of
their rising in advance of any increase in the Bank of England Base Rate, means that these
balances are expected in future to generate a higher level of revenue than they do currently.
However, if customer behaviour were to change significantly, PCA balances may become
more volatile and may no longer be suitable for swaps of the current duration, which could
have an adverse impact on the revenue generated by these balances. This could have a
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material adverse impact on the Group's business, financial condition and results of operations,
which could in turn affect the Issuer's ability to fulfil its obligations under the Covered Bonds.

The Conduct Indemnity may not cover all potential losses arising as a result of
conduct-related issues

Pursuant to a separation agreement entered into on 9 June 2014 between Lloyds Bank plc,
TSB Bank and TSB Banking Group plc (the Separation Agreement), TSB Bank and TSB
Banking Group benefit from an indemnity in respect of losses arising from pre-Admission
acts or omissions relating to TSB Franchise customer agreements or related loan
guarantees/securities entered into pre-Admission constituting breaches of applicable laws and
regulations (the Conduct Indemnity). While the Conduct Indemnity is broad and, save in
certain limited circumstances, uncapped, there are and will be limits to its coverage. For
example, credit losses arising as a result of matters that are covered by the Conduct Indemnity
will only be recoverable in certain circumstances.

In addition, while the terms of the Conduct Indemnity provided for a "grace period" after
Admission during which, subject to certain conditions, losses arising as a result of the
continued use by the Group of practices, policies and procedures inherited from Lloyds
Banking Group would be recoverable, the "grace period” has expired and, therefore any acts
and omissions of the Group following its expiry, including those taken in reliance on such
practices, policies and procedures inherited from Lloyds Banking Group, will fall outside the
scope of the Conduct Indemnity.

Claims made by TSB Bank pursuant to the Conduct Indemnity may be disputed and there can
be no guarantee that the Conduct Indemnity will be found to be applicable in all cases.
Claims on the Conduct Indemnity are subject to the continuing solvency of Lloyds Bank. In
addition, TSB Bank may be exposed to conduct-related risks and losses that fall outside the
scope of the Conduct Indemnity that could have a material adverse impact on its reputation,
business, results of operations and financial position, which could in turn affect the Issuer's
ability to fulfil its obligations under the Covered Bonds.

The Systems and Procedures Indemnity may not cover all potential losses arising as a result
of systems and procedures-related issues

Under the Separation Agreement, TSB Bank and TSB Banking Group also benefit from an
indemnity in respect of losses arising from pre-Admission (as defined below):

Q) acts or omissions that, taken together, constitute a persistent or systematic material
breach of or material failure to comply with the terms and conditions applicable to
any TSB Franchise customer agreements or related loan guarantees/securities entered
into pre-Admission; or

(i) persistent or systemic failure of or inaccuracy in the systems and procedures inherited
by TSB Bank and TSB Banking Group that causes or has caused them to incorrectly
calculate, identify, collect, pay, receive or communicate any material amount owed or
to be paid under or in respect of a TSB Franchise customer agreement or related loan
guarantee/security entered into pre-Admission (the Systems and Procedures
Indemnity).

While the Systems and Procedures Indemnity is broad and, save in certain limited
circumstances, uncapped, it will not apply unless the losses relating to an indemnity claim (or
series of claims arising from substantially identical facts or circumstances) exceed £1 million.
There are and will also be other limits to its coverage, claims made may be disputed and there
can be no guarantee that the indemnity will be found to be applicable in all cases. Claims are
also subject to the continuing solvency of Lloyds Bank. In addition, TSB Bank may be
exposed to systems and procedures-related risks and losses that fall outside the scope of the
Systems and Procedures Indemnity that could have a material adverse impact on its
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reputation, business, results of operations and financial position, which could in turn affect
the Issuer's ability to fulfil its obligations under the Covered Bonds.

Risks relating to the regulatory environment in which the Group operates
The Group is subject to substantial and changing prudential regulation

The Group faces risks associated with an uncertain and rapidly evolving prudential regulatory
environment, pursuant to which it is required, among other things, to maintain adequate
capital resources and to satisfy specified capital ratios at all times. The Group's borrowing
costs and regulatory capital requirements could be affected by these prudential regulatory
developments, which include (i) the legislative package (CRD IV) implementing the
proposals of the Basel Committee on Banking Supervision (known as Basel IlI) in the
European Union and amending and supplementing the existing Capital Requirements
Directive (as defined below) and other regulatory developments impacting capital, leverage
and liquidity positions and (ii) the Bank Recovery and Resolution Directive (the BRRD), as
implemented in the UK, which established an EU-wide framework for the recovery and
resolution of credit institutions and investment firms. Any future unfavourable regulatory
developments could have a material adverse effect on the Group's business, results of
operations and financial condition. This in turn could affect the Issuer's ability to fulfil its
obligations under the Covered Bonds.

Capital requirements under the CRD IV

CRD 1V introduced significant changes in the prudential regulatory regime applicable to
banks with effect from 1 January 2014, including: increased minimum levels of capital and
additional minimum capital buffers; enhanced quality standards for qualifying capital;
increased risk weighting of assets, particularly in relation to market risk and counterparty
credit risk; and the introduction of a minimum leverage ratio. Although CRD IV provides for
some of these measures to be phased in over a transitional period to 2018, the PRA's
supervisory expectation is for the Group to meet certain of these targets in expedited
timeframes.

CRD IV requirements adopted in the United Kingdom may change, whether as a result of
further changes to CRD IV agreed by EU legislators, binding regulatory technical standards
continue to be developed by the European Banking Authority (the EBA), changes to the way
in which the PRA continues to interpret and apply these requirements to UK banks (including
as regards individual model approvals granted under Directive 2009/111/EC (CRD II) and
Directive 2010/76/EU (CRD 111)) or otherwise. Such changes, either individually and/or in
aggregate, may lead to further unexpected enhanced requirements in relation to the Group's
capital, leverage, liquidity and funding ratios or alter the way such ratios are calculated.

A market perception or actual shortage of capital issued by the Group could result in
governmental actions, including requiring the Group to issue additional Common Equity Tier
1 securities, requiring the Group to retain earnings or suspend dividends or issuing a public
censure or the imposition of sanctions. This may affect the Group's capacity to continue its
business operations, generate a return on capital, pay future dividends or pursue acquisitions
or other strategic opportunities, impacting future growth potential. If the Group is unable to
raise this capital, this could affect the Issuer's ability to fulfil its obligations under the Covered
Bonds.

MREL requirements under the Bank Recovery and Resolution Directive

In addition to the capital requirements under CRD 1V, the BRRD requires that all institutions
must meet an individual minimum requirement for own funds and eligible liabilities (MREL)
set by the relevant resolution authorities. Items eligible for inclusion in MREL will include
an institution's own funds, along with "eligible liabilities”. In November 2016, the Bank of
England published a Statement of Policy entitled *The Bank of England's approach to setting
a minimum requirement for own funds and eligible liabilities (MREL) — Responses to
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Consultation and Statement of Policy". The paper sets out the Bank of England's policy for
exercising its power to direct institutions to maintain a minimum requirement for MREL
under section 3A(4) of the Banking Act. Although the provisions of the BRRD transposed
into UK law relating to MREL took effect from the 1 January 2016, the Bank of England has
confirmed that it intends to make use of the transition period allowed by the BRRD and the
EBA regulatory technical standards on the criteria for determining MREL and proposes in
most cases that an institution's MREL requirement will be set equal to the applicable
minimum capital requirement until 1 January 2020. The Bank of England set out in its
November 2016 Statement of Policy what their prospective MREL requirements might be.
The Bank of England has stated that from 1 January 2020 "other bail-in/transfer institutions"
will be required to meet an MREL of 18% of their RWAs and, from 1 January 2022 (subject
to a review by the Bank of England by the end of 2020) would be required to meet an MREL
equivalent to the higher of:

) two times the sum of the Pillar 1 and Pillar 2A; or
° if subject to a leverage ratio requirement, two times the applicable requirement.

In a related statement, the PRA has confirmed that capital cannot be 'double-counted' towards
capital and leverage buffers and MREL.

In October 2017, the Bank of England published a further consultation entitled “Internal
MREL — the Bank of England’s approach to setting MREL within groups, and further
issues”. The consultation states that for internal MREL (a category the Group may fall in), the
above requirement will be multiplied with a scalar (75%-90% scaling adjustment to the
MREL requirement that would otherwise apply). For ring-fenced banks, the scale is likely to
be 90% as a starting point unless the Bank of England is satisfied that the bank has sufficient
readily-deployable resources to justify moving to a lower calibration in the 75% to 90%
range.

Until these measures are finally applied to the Group, it is not possible to determine the
ultimate scope and nature of any resulting obligations for the Group, nor the impact that they
will have on the Group once implemented. It is likely that the Issuer will need to issue MREL
eligible liabilities in order to meet the new requirements within the required timeframes
and/or alter the quantity and type of internal capital and funding arrangements within TSB
Banking Group and/or the Group. During periods of market dislocation, or when there is
significant competition for the type of funding that the Group needs, a requirement to increase
the Issuer's MREL eligible liabilities in order to meet MREL targets may prove more difficult
and/or costly.

More generally, these requirements could increase the Group's costs and may lead to asset
sales and/or other balance sheet reductions. The effects of these proposals could all adversely
impact the results of operations, financial condition and prospects of the Group and, in turn,
adversely affect the value of the Covered Bonds.

Banking Act 2009

The Banking Act 2009 (the Banking Act) includes provision for a special resolution regime
pursuant to which specified UK authorities have extended tools to deal with the failure (or
likely failure) of certain UK incorporated entities, including authorised deposit-taking
institutions and investment firms, and powers to take certain resolution actions in respect of
third country institutions. In addition, powers may be used in certain circumstances in respect
of UK established banking group companies, where such companies are in the same group as
a relevant UK or third country institution or in the same group as an EEA credit institution or
investment firm. Relevant transaction parties for these purposes include TSB Bank plc and
HSBC Bank plc.

The tools available under the Banking Act include share and property transfer powers
(including powers for partial property transfers), bail-in powers, certain ancillary powers
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(including powers to modify contractual arrangements in certain circumstances) and special
insolvency procedures which may be commenced by the UK authorities. It is possible that
the extended tools described above could be used prior to the point at which an application for
insolvency proceedings with respect to a relevant entity could be made and, in certain
circumstances, the UK authorities may exercise broad pre-resolution powers in respect of
relevant entities with a view to removing impediments to the exercise of the stabilisation
tools.

In general, the Banking Act requires the UK authorities to have regard to specified objectives
in exercising the powers provided for by the Act. One of the objectives (which is required to
be balanced as appropriate with the other specified objectives) refers to the protection and
enhancement of the stability of the financial system of the United Kingdom. The Banking
Act includes provisions related to compensation in respect of instruments and orders made
under it. In general, there is considerable uncertainty about the scope of the powers afforded
to UK authorities under the Banking Act and how the authorities may choose to exercise
them.

If an instrument or order were to be made under the provisions of the Banking Act currently
in force in respect of the Issuer, such action may (amongst other things) affect its ability to
satisfy its obligations under the Transaction Documents (including limiting its capacity to
meet its repayment obligations) and/or result in (i) the transfer of the Covered Bonds, (ii) the
cancellation, modification or conversion to equity or other instruments of ownership of
certain unsecured liabilities of such entity under the Transaction Documents, including any
unsecured portion of the liability in respect of the Covered Bonds at the relevant time, (iii) the
de-listing, conversion and/or replacement of the Covered Bonds and/or (iv) modifications to
the Terms and Conditions of the Covered Bonds and/or the Transaction Documents
(including variation of provisions relating to the interest payable, the maturity date or any
other dates on which payments may be due). In particular, modifications may be made
pursuant to powers permitting (i) certain trust arrangements to be removed or modified, (ii)
contractual arrangements between relevant entities and other parties to be removed, modified
or created where considered necessary to enable a transferee in the context of a property or
share transfer to operate the transferred business effectively and (iii) in connection with the
modification of an unsecured liability through use of the bail-in tool (including any unsecured
portion of the liability in respect of the Covered Bonds at the relevant time), the reduction of
the relevant liability (including to zero) and/or the discharge of a relevant entity from further
performance of its obligations under a contract. In addition, subject to certain conditions,
powers would apply to require a relevant instrument or order (and related events) to be
disregarded in determining whether certain widely defined “default events" have occurred
(which events may include trigger events included in the Transaction Documents in respect of
Covered Bonds, including trigger events in respect of perfection of legal title to the Loans and
the Issuer Events of Default). If an instrument or order were to be made under the Banking
Act in respect of a relevant entity as described above (other than the Issuer), such action may
have an impact on various other aspects of the transaction, including resulting in
modifications to any unsecured liability of such entity under the Transaction Documents and,
more generally, affecting the ability of such entities to perform their obligations under the
Transaction Documents. As a result, the making of an instrument or order in respect of a
relevant entity may affect the ability of the LLP to meet its obligations under the Covered
Bond Guarantee and/or otherwise adversely affect the rights and interests of the Covered
Bondholders.

As noted above, the stabilisation tools may be used in respect of certain banking group
companies provided certain conditions are met. If the LLP was regarded to be a banking
group company and no exclusion applied, then it would be possible in certain scenarios for
the relevant authority to exercise one or more relevant stabilisation tools (including the
property transfer powers and/or the bail-in powers) in respect of it, which could result in
reduced amounts being available to make payments under the Covered Bond Guarantee
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and/or in the modification, cancellation or conversion of any unsecured portion of the liability
of the LLP under the Covered Bond Guarantee at the relevant time. In this regard, it should
be noted that the UK authorities have provided an exclusion for covered bond vehicles, which
exclusion is expected to extend to the LLP, although aspects of the relevant provisions are not
entirely clear.

At present, the UK authorities have not made an instrument or order under the Banking Act in
respect of the entities referred to above and there has been no indication that any such
instrument or order will be made, but there can be no assurance that this will not change
and/or that Covered Bondholders will not be adversely affected by any such instrument or
order if made. While there is provision for compensation in certain circumstances under the
Act, there can be no assurance that Covered Bondholders would recover compensation
promptly and equal to any loss actually incurred. It should also be noted that any
extraordinary public financial support provided to a relevant institution through any
stabilisation action (such as temporary public ownership) is likely to be used by the UK
authorities as a last resort only after having assessed and exploited, to the maximum extent
practicable, the resolution tools and powers described above.

Lastly, as a result of the BRRD providing for the establishment of an EEA-wide framework
for the recovery and resolution of credit institutions and investment firms and any relevant
national implementing measures, it is possible that an institution with its head office in an
EEA state other than the UK and/or certain group companies (such as a relevant Covered
Bond Swap Provider) could be subject to certain resolution actions in that other state. Once
again, any such action may affect the ability of any relevant entity to satisfy its obligations
under the Transaction Documents and there can be no assurance that Covered Bondholders
will not be adversely affected as a result.

The Group is subject to substantial and changing conduct regulations

The Group is exposed to many forms of conduct risk, which may arise in a number of ways.
In particular:

° certain aspects of the Group's business may be determined by its regulators, including
the FCA, the PRA, H.M. Treasury, the FOS, the Competition and Markets Authority
(the CMA) or the courts, as not being conducted in accordance with applicable local
or, potentially, overseas laws or regulations, or, in the case of the FOS, with what is
fair and reasonable in the Ombudsman's opinion. If the Group fails to comply with
any relevant regulations, there is a risk of an adverse impact on its business and
reputation due to sanctions, fines or other actions imposed by the regulatory
authorities;

. the Group may be subject to allegations of mis-selling of financial products, including
as a result of having sales practices and/or reward structures in place that are
determined to have been inappropriate, which may result in disciplinary action
(including significant fines) or requirements to amend sales processes, withdraw
products or provide restitution to affected customers, any or all of which could result
in the incurrence of significant costs, may require provisions to be recorded in the
Group's financial statements and could adversely impact future revenues from
affected products; and

. the Group may be liable for damages to third parties harmed by the manner in which
the Group has conducted one or more aspects of its business.

The Group is also exposed to specific forms of conduct risk which arise specifically in
relation to its residential mortgage lending business.

Failure to manage these risks adequately could lead to significant liabilities or reputational
damage and damage to the Group's brand, which could have a material adverse effect on its
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business, financial condition, results of operations and relations with customers. This in turn
could affect the Issuer's ability to fulfil its obligations under the Covered Bonds.

The Group is subject to the potential impacts of UK and European banking reform initiatives

In recent years, the relevant regulatory authorities in the UK and Europe have proposed (and
in some cases have commenced implementation of) dramatic reforms to many aspects of the
banking sector, including, among others, institutional structure, resolution procedures and
deposit guarantees. While the impact of these regulatory developments remains uncertain, the
Group expects that the evolution of these and future initiatives could have an impact on its
business.

The Financial Services (Banking Reform) Act 2013 (the Banking Reform Act) has enacted a
number of reforms primarily related to the UK banking sector, including the ring-fencing of
certain activities. The secondary legislation setting out the detail of the ring-fencing regime
exempts from ring-fencing those banks whose ‘core deposits' (as defined in the secondary
legislation and assessed on a group wide basis) do not exceed £25 billion as a rolling average
over a three-year period. The Group is within the scope of application of the ring-fencing
obligations.

In addition, the Group is responsible for contributing to compensation schemes such as the
UK Financial Services Compensation Scheme (the FSCS) in respect of banks and other
authorised financial services firms that are unable to meet their obligations to customers.
Further provisions in respect of these costs are likely to be necessary in the future. The
ultimate cost to the industry, which will also include the cost of any compensation payments
made by the FSCS and, if necessary, the cost of meeting any shortfall after recoveries on the
borrowings entered into by the FSCS, remains uncertain but may be significant and may have
a material effect on the Group's business, results of operations and financial condition.

In April 2014, the EU Deposit Guarantee Schemes Directive (the DGSD) was adopted and
EU Member States had until 3 July 2015 to implement it into national law. The DGSD
requires EU Member States to ensure that by 3 July 2024 the available financial means of the
deposit guarantee schemes regulated by it reach a minimum target level of 0.8 per cent. of the
covered deposits of credit institutions and national schemes are to be funded through regular
contributions before the event (ex-ante) to the deposit guarantee schemes. This requirement
differs from the previous FSCS regime which required ex-post financing where fees are
required after a payment to depositors has occurred. Under the DGSD, in case of insufficient
ex-ante funds, the deposit guarantee scheme will collect immediate after the event (ex-post)
contributions from the banking sector and as a last resort it will have access to alternative
funding arrangements such as loans from public or private third parties. The FSCS provides
for a temporary high balance deposit protection, up to £1 million, for up to six months for
certain limited types of deposits. The standard depositor protection limit is £85,000 per
person per firm for claims against firms declared in default from 30 January 2017. 1t is
possible, as a result of the DGSD and requirements, that future FSCS levies on the Group
may differ from those at present, and such reforms could result in the Group incurring
additional costs and liabilities, which may adversely affect its business, financial conditions
and/or results of operations.

The Group is subject to substantial and increasing industry-wide regulatory and
governmental oversight

In addition to the promulgation of new legislation and regulation, the UK Government, the
PRA, the FCA and other regulators in the UK, the European Union and overseas have in
recent years become substantially more interventionist in their application and monitoring of
certain regulations and they may intervene further in relation to areas of industry risk already
identified, or in new areas, which could affect the Group.

Areas where regulatory changes could have an adverse effect on the Group include, but are
not limited to:
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. general changes in government, central bank or regulatory policy, or changes in
regulatory regimes, including changes that apply retroactively, that may influence
investor decisions in particular markets in which the Group operates, which may
change the structure of those markets and the products offered or may increase the
costs of doing business in those markets;

. external bodies applying or interpreting standards or laws differently to those applied
by the Group;
. one or more of the Group's regulators intervening to mandate the pricing of certain of

the Group