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JURISDICTIONS.
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PROSPECTUS

RBCJ

ROYAL BANK OF CANADA
(a Canadian chartered bank)

€23,000,000,000
Global Covered Bond Programme
unconditionally and irrevocably guaranteed as to payments by

RBC COVERED BOND GUARANTOR LIMITED PARTNERSHIP
(a limited partnership formed under the laws of Ontario)

Under this €23,000,000,000 global Covered Bond programme (the “Programme”), Royal Bank of Canada (the “Issuer” or the “Bank”) may from time to
time issue Covered Bonds denominated in any currency agreed between the Issuer and the relevant Dealer(s) (as defined elsewhere in this document).

RBC Covered Bond Guarantor Limited Partnership (the “Guarantor LP") has agreed to guarantee payments of interest and principal under the Covered
Bonds pursuant to a direct and, following the occurrence of a Covered Bond Guarantee Activation Event (as defined elsewhere in this document),
unconditional and irrevocable guarantee (the “Covered Bond Guarantee”) which is secured by the assets of the Guarantor LP, including the Covered
Bond Portfolio (as defined elsewhere in this document). Recourse against the Guarantor LP under the Covered Bond Guarantee is limited to the
aforementioned assets and the Guarantor LP will not have any other source of funds available to meet its obligations under the Covered Bond Guarantee.

The Covered Bonds may be issued in registered or bearer form. The maximum aggregate nominal amount of all Covered Bonds issued under the
Programme will not exceed €23,000,000,000 (or its equivalent in other currencies calculated as described in the Dealership Agreement described herein)
subject to increase as described herein. The price and amount of the Covered Bonds to be issued under the Programme will be determined by the Issuer
and the relevant Dealer at the time of issue in accordance with prevailing market conditions. An investment in Covered Bonds issued under the
Programme involves risks. See “Risk Factors” for a discussion of risk factors to be considered in connection with an investment in the Covered
Bonds.

Unless otherwise specified in the applicable Final Terms or Pricing Supplement, the Bank will issue Covered Bonds whose Branch of account for purposes
of the Bank Act (Canada) is the main branch in Toronto. The Bank may also issue Covered Bonds whose Branch of account for Bank Act (Canada)
purposes is the London branch, if specified in the applicable Final Terms or Pricing Supplement. Covered Bonds, irrespective of any specified Branch of
Account, are obligations of the Bank.

Applications have been made to the Financial Conduct Authority (the “UK Listing Authority”) in its capacity as competent authority under the Financial
Services and Markets Act 2000, as amended (the “FSMA”) for covered bonds (the “Covered Bonds”) issued under the Programme described in this
Prospectus during the period of twelve months after the date hereof 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 London Stock Exchange’s
regulated market (the “Market”). The Market is a regulated market for the purposes of the Markets in Financial Instruments Directive 2004/39/EC (the
“Markets in Financial Instruments Directive”). Covered Bonds may also be admitted to trading on the regulated market of the Luxembourg Stock
Exchange once the competent authority in Luxembourg has been provided with a certificate of approval under the Prospectus Directive (as defined below).

The Bank is a registered issuer and this Programme (as defined herein) is a registered program under Part I.1 of the National Housing Act (Canada) and
the Canadian Registered Covered Bond Programs Guide (the “Guide”) published by Canada Mortgage and Housing Corporation (‘“CMHC”"), the
administrator of the Canadian covered bond legal framework under Part 1.1 of the of the National Housing Act (Canada). The Covered Bonds will be
registered covered bonds under Part I.1 of the National Housing Act (Canada) and the Guide.

THESE COVERED BONDS HAVE NOT BEEN APPROVED OR DISAPPROVED BY CMHC NOR HAS CMHC PASSED UPON THE ACCURACY OR
ADEQUACY OF THIS PROSPECTUS. THESE COVERED BONDS ARE NOT INSURED OR GUARANTEED BY CMHC OR THE GOVERNMENT OF
CANADA OR ANY OTHER AGENCY THEREOF.

The Covered Bonds and the related Covered Bond Guarantee have not been and will not be registered under the United States Securities Act of 1933, as
amended (the “Securities Act”). The Covered Bonds may not be offered or sold within the United States or to or for the account or benefit of U.S. persons
except pursuant to an exemption from, or in a transaction not subject to, the registration requirements of the Securities Act. Accordingly, the Covered Bonds
are being offered only (i) outside of the U.S. to non-U.S. persons in reliance upon Regulation S under the Securities Act and (i) to qualified institutional
buyers in reliance upon Rule 144A. See “Form of the Covered Bonds” for a description of the manner in which Covered Bonds will be issued. Registered
Covered Bonds are subject to certain restrictions on transfer: see “Subscription and Sale and Transfer and Selling Restrictions”. Covered Bonds are subject
to U.S. tax law requirements.

Covered Bonds issued under the Programme are expected on issue to be assigned a rating by Moody’s Investors Service Inc. (‘Moody’s USA"), Standard
& Poor’s Credit Market Services Europe Ltd. (“S&P Europe”), Fitch, Inc. (“Fitch USA”) and DBRS Limited (“DBRS Canada”). In addition, each of Standard
& Poor’s Financial Services LLC (“S&P USA"), Moody’s USA, Fitch USA and DBRS Canada has provided issuer ratings for the Issuer as specified in
certain documents incorporated by reference herein. S&P Europe is established in the European Union and regulated under Regulation (EC) No.
1060/2009, as amended (the “CRA Regulation”). None of Moody’s USA, S&P USA, Fitch USA or DBRS Canada is established in the European Union or
registered under the CRA Regulation. However, Moody's Investors Service Ltd., S&P Europe, DBRS Ratings Limited and Fitch Ratings Limited, which are
established and registered in the European Union, have endorsed the ratings of their affiliates. See “Important Notices — Credit Ratings”.

® Registered Trademark of Royal Bank of Canada.



The Programme provides that the Covered Bonds may be listed or admitted to trading, as the case may be, on such other or further stock exchange(s)
outside the European Economic Area as may be agreed between the Issuer, the Guarantor LP, the Bond Trustee and the relevant Dealer(s). The Issuer
may also issue unlisted Covered Bonds and/or Covered Bonds not admitted to trading on any regulated (including the N Covered Bonds) as well as U.S.
Registered Covered Bonds and Canadian Covered Bonds. All Covered Bonds will have the benefit of the Guarantee and the Security granted by the
Guarantor LP in respect of the Charged Property. For the avoidance of doubt, unlisted Covered Bonds and/or Bonds not admitted to trading on any
regulated market (including N Covered Bonds), U.S. Registered Covered Bonds, Canadian Covered Bonds and Covered Bonds listed on other stock
exchanges outside the European Economic Area all constitute Exempt Covered Bonds. References to “Exempt Covered Bonds” are to Covered Bonds for
which no prospectus is required to be published under the Prospectus Directive. Exempt Covered Bonds do not form part of the Base Prospectus (as
defined below) and the UK Listing Authority has neither approved nor reviewed information contained in this Prospectus in connection with the Exempt
Covered Bonds.

Arranger and Dealer for the Programme
RBC CAPITAL MARKETS

July 25, 2013



NOTICE TO NEW HAMPSHIRE RESIDENTS

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A
LICENSE HAS BEEN FILED UNDER CHAPTER 421-B OF THE NEW HAMPSHIRE REVISED STATUTES
WITH THE STATE OF NEW HAMPSHIRE NOR THE FACT THAT A SECURITY IS EFFECTIVELY
REGISTERED OR A PERSON IS LICENSED IN THE STATE OF NEW HAMPSHIRE CONSTITUTES A
FINDING BY THE SECRETARY OF STATE OF NEW HAMPSHIRE THAT ANY DOCUMENT FILED
UNDER CHAPTER 421-B IS TRUE, COMPLETE AND NOT MISLEADING. NEITHER ANY SUCH FACT
NOR THE FACT THAT AN EXEMPTION OR EXCEPTION IS AVAILABLE FOR A SECURITY OR A
TRANSACTION MEANS THAT THE SECRETARY OF STATE HAS PASSED IN ANY WAY UPON THE
MERITS OR QUALIFICATIONS OF, OR RECOMMENDED OR GIVEN APPROVAL TO, ANY PERSON,
SECURITY OR TRANSACTION. IT IS UNLAWFUL TO MAKE, OR CAUSE TO BE MADE, TO ANY
PROSPECTIVE PURCHASER, CUSTOMER OR CLIENT ANY REPRESENTATION INCONSISTENT WITH
THE PROVISIONS OF THIS PARAGRAPH.

IMPORTANT NOTICES

This document together with all the documents incorporated by reference herein comprises a
base prospectus (the “Base Prospectus”) for the purposes of Article 5.4 of the Prospectus Directive
(Directive 2003/71/EC, as amended (which includes the amendments made by Directive 2010/73/EU
(the “2010 PD Amending Directive”) to the extent that such amendments have been implemented in
a Relevant Member State of the EEA) (the “Prospectus Directive”). This document is not a
prospectus for the purposes of Section 12(a)(2) or any other provision or order under the Securities
Act.

You should rely only on the information contained or incorporated by reference in this
document. We have not authorized anyone to provide you with different information. We are not, and
none of the Dealers are, making an offer of these Covered Bonds in any state or jurisdiction where
such offer is not permitted.

Except as may be provided in the applicable Final Terms or Pricing Supplement in relation to a
tranche of Covered Bonds of an existing Series, each Tranche (as defined below) of Covered Bonds
will be issued on the terms set out herein under “Terms and Conditions of the Covered Bonds” (the
“Conditions”), in each case as completed by the applicable Final Terms (the “Final Terms”) or, in the
case of Exempt Covered Bonds only, as amended, supplemented and/or replaced by a pricing
supplement (the “Pricing Supplement”) or as amended, supplemented and/or replaced by the terms
set out in a separate prospectus specific to such Tranche (the “Drawdown Prospectus”) as
described under “Final Terms, Prospectus Supplement or Drawdown Prospectus” on page 43. In the
case of a Tranche of Covered Bonds which is the subject of a Drawdown Prospectus, each reference
in this Prospectus to information being specified or identified in the applicable Final Terms shall be
read and construed as a reference to such information being specified or identified in the applicable
Drawdown Prospectus unless the context otherwise requires.

Copies of Final Terms or Drawdown Prospectuses for Covered Bonds (i) can be viewed on the
website of the Regulatory News Service operated by the London Stock Exchange at
http://www.londonstockexchange.com/exchange/news/market-news/market-news-home.html under
the name of the Issuer and the headline “Publication of Prospectus” and (ii) will be available without
charge from the Issuer at 200 Bay Street, 4th Floor, North Tower, Toronto, Ontario, Canada, M5J 2W?7,
Attention: Vice President & Head, Investor Relations and the specified office of each Paying Agent
set out at the end of this document, see “Terms and Conditions of the Covered Bonds”.

The Issuer and the Guarantor LP accept responsibility for the information in this Prospectus
and in any applicable Final Terms or Pricing Supplement. To the best of the knowledge of the Issuer
and the Guarantor LP, 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 import of such information.

This document should be read and construed with any amendment or supplement hereto and
with any other documents which are deemed to be incorporated herein or therein by reference and
shall be read and construed on the basis that such documents are so incorporated and form part of
this document. Any reference in this document to Base Prospectus means this document together
with the documents incorporated by reference herein. In relation to any Tranche or Series (as such
terms are defined herein) of Covered Bonds, this document shall also be read and construed
together with the applicable Final Terms(s) or Pricing Supplement.
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No person has been authorized by the Issuer, the Guarantor LP, the Bond Trustee or any of the
Dealers to give any information or to make any representation not contained in or not consistent with
this document or any amendment or supplement hereto or any document incorporated herein or
therein by reference or entered into in relation to the Programme or any information supplied by the
Issuer or the Guarantor LP or such other information as is in the public domain and, if given or made,
such information or representation should not be relied upon as having been authorized by the
Issuer, the Guarantor LP, any Dealer or the Bond Trustee.

No representation or warranty is made or implied by the Dealers or any of their respective
affiliates, and neither the Dealers (but in the case of any Dealer affiliated to the Issuer, in its capacity
as a dealer only) nor any of their respective affiliates make any representation or warranty or accept
any responsibility, as to the accuracy or completeness of the information contained or incorporated
by reference in this document and any other information provided by the Issuer and the Guarantor
LP in connection with the Programme. None of the Arranger, the Dealers nor the Bond Trustee
accepts any responsibility or liability in relation to the information contained or incorporated by
reference in this document or any other information provided by the Issuer and the Guarantor LP in
connection with the Programme. Neither the delivery of this document or any Final Terms or any
Pricing Supplement nor the offering, sale or delivery of any Covered Bond shall, in any
circumstances, create any implication that the information contained or incorporated by reference
herein is true subsequent to the date hereof, the date indicated on such document incorporated by
reference herein or the date upon which this document has been most recently amended or
supplemented or that there has been no adverse change in the financial situation of the Issuer or the
Guarantor LP since the date hereof, the date indicated on such document incorporated by reference
herein or, as the case may be, the date upon which this document has been most recently amended
or supplemented or that any other information supplied in connection with the Programme is correct
at any time subsequent to the date on which it is supplied or, if different, the date indicated in the
document containing the same.

None of this document, any Final Terms, any Pricing Supplement, any financial statements or
any further information supplied in connection with the Programme constitutes an offer or an
invitation to subscribe for or purchase any Covered Bonds and should not be considered as a
recommendation by the Issuer, the Guarantor LP, the Dealers, the Bond Trustee or any of them that
any recipient of this document, any supplement hereto, any information incorporated by reference
herein or therein and, in respect to each Tranche of Covered Bonds, the applicable Final Terms or
Pricing Supplement, should subscribe for or purchase any Covered Bond. Each investor
contemplating purchasing Covered Bonds should determine for itself the relevance of the
information contained or incorporated by reference in this document, should make its own
independent investigation of the condition (financial or otherwise) and affairs, and its own appraisal
of the creditworthiness, of the Issuer and the Guarantor LP and should consult its own legal and
financial advisers prior to subscribing for or purchasing any of the Covered Bonds. Each investor or
purchaser’s purchase of Covered Bonds should be based upon such investigation as it deems
necessary. Potential purchasers cannot rely, and are not entitled to rely, on the Dealers or the Bond
Trustee in connection with their investigation of the accuracy of any information or their decision
whether to subscribe for, purchase or invest in the Covered Bonds. None of the Dealers or the Bond
Trustee undertakes any obligation to advise any investor or potential investor in or purchaser of the
Covered Bonds of any information coming to the attention of any of the Dealers or the Bond Trustee,
as the case may be.

The distribution of this document and any Final Terms or Pricing Supplement and the offering,
sale and delivery of the Covered Bonds in certain jurisdictions may be restricted by law. In particular,
no action has been taken by the Issuer or the Guarantor LP or the Dealers which would permit a
public offering of the Covered Bonds or distribution of this document in any jurisdiction where
action for that purpose is required. Accordingly, the Covered Bonds may not be offered or sold,
directly or indirectly, and neither this document nor any advertisement or other offering material may
be distributed or published in any jurisdiction, except under circumstances that will result in
compliance with the Prospectus Directive and any other applicable laws and regulations and the
Dealers have represented that all offers and sales by them will be made on the same terms. Persons
into whose possession this document or any Final Terms or Pricing Supplement comes are required
by the Issuer, the Guarantor LP, the Bond Trustee and the Dealers to inform themselves about and to
observe any such restrictions. For a description of certain restrictions on offers, sales and deliveries
of Covered Bonds and on the distribution of this document or any Final Terms or Pricing Supplement
and other offering material relating to the Covered Bonds in Canada, the United States, the EEA
(including the United Kingdom, France, Italy and The Netherlands) and Japan, see “Subscription and
Sale and Transfer and Selling Restrictions”, below. Neither this document nor any Final Terms or
Pricing Supplement may be used for the purpose of an offer or solicitation by anyone in any
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jurisdiction in which such offer or solicitation is not authorized or to any person to whom it is
unlawful to make such an offer or solicitation.

This Prospectus has been prepared on the basis that any offer of Covered Bonds in any
Member State of the EEA 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 that Relevant
Member State of Covered Bonds which are the subject of an offering contemplated in this
Prospectus as completed by 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 any 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, the
Guarantor LP, the Bond Trustee, nor any Dealer has authorized, nor do they authorize, the making of
any offer of Covered Bonds in circumstances in which an obligation arises for the Issuer or any
Dealer to publish or supplement a prospectus for such offer.

The Prospectus has not been submitted for clearance to the Autorité des marches financiers in
France.

All capitalised terms used will be defined in this Prospectus or the Final Terms or Pricing
Supplement and are set out in the Glossary of this Prospectus.

All references in this document to “U.S.$", “U.S. dollars”, “USD” or “United States Dollars” are
to the currency of the United States of America, to “$”, “C$", “CAD” or “Canadian dollars” are to the
currency of Canada and to “euro” and “€” are to the lawful currency of the Member States that adopt
the single currency in accordance with the Treaty on the Functioning of the European Union, as
amended.

All references in this document to the “European Economic Area” or “EEA” are to the Member
States of the European Union together with Iceland, Norway and Liechtenstein.

All references to “Condition(s)” are to the conditions described in this document under “Terms
and Conditions of the Covered Bonds”.

IN CONNECTION WITH THE ISSUE OF ANY TRANCHE OF COVERED BONDS UNDER THE
PROGRAMME, THE DEALER OR DEALERS (IF ANY) APPOINTED AS STABILISING MANAGER(S) (OR
PERSONS ACTING ON BEHALF OF ANY STABILISING MANAGER(S)) MAY OVER-ALLOT COVERED
BONDS (PROVIDED THAT, IN THE CASE OF ANY TRANCHE OF COVERED BONDS TO BE ADMITTED
TO TRADING ON THE MARKET OR ANY OTHER REGULATED MARKET IN THE EEA, THE
AGGREGATE PRINCIPAL AMOUNT OF COVERED BONDS ALLOTTED DOES NOT EXCEED 105 PER
CENT. OF THE AGGREGATE PRINCIPAL AMOUNT OF THE RELEVANT TRANCHE) OR EFFECT
TRANSACTIONS WITH A VIEW TO SUPPORTING THE MARKET PRICE OF THE COVERED BONDS AT
A LEVEL HIGHER THAN THAT WHICH MIGHT OTHERWISE PREVAIL. HOWEVER, THERE IS NO
ASSURANCE THAT THE STABILISING MANAGER(S) (OR PERSONS ACTING ON BEHALF OF ANY
STABILISING MANAGER(S)) WILL UNDERTAKE STABILISATION ACTION. ANY STABILISATION
ACTION OR OVER-ALLOTMENT 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 BE ENDED 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 PERSONS ACTING ON BEHALF
OF ANY STABILISING MANAGER(S)) IN ACCORDANCE WITH ALL APPLICABLE LAWS AND RULES.

THE PURCHASE OF COVERED BONDS MAY INVOLVE SUBSTANTIAL RISKS AND MAY BE
SUITABLE ONLY FOR INVESTORS WHO HAVE THE KNOWLEDGE AND EXPERIENCE IN FINANCIAL
AND BUSINESS MATTERS NECESSARY TO ENABLE THEM TO EVALUATE THE RISKS AND THE
MERITS OF AN INVESTMENT IN THE COVERED BONDS. PRIOR TO MAKING AN INVESTMENT
DECISION, PROSPECTIVE INVESTORS SHOULD CONSIDER CAREFULLY, IN LIGHT OF THEIR OWN
FINANCIAL CIRCUMSTANCES AND INVESTMENT OBJECTIVES, (I) ALL THE INFORMATION SET
FORTH IN THIS DOCUMENT AND IN THE DOCUMENTS INCORPORATED BY REFERENCE HEREIN
AND, IN PARTICULAR, THE CONSIDERATIONS SET FORTH BELOW AND (Il) ALL THE INFORMATION
SET FORTH IN THE APPLICABLE FINAL TERMS OR PRICING SUPPLEMENT. PROSPECTIVE
INVESTORS SHOULD MAKE SUCH ENQUIRIES AS THEY DEEM NECESSARY WITHOUT RELYING ON
THE ISSUER OR ANY DEALER.
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Each potential investor in the Covered Bonds must determine the suitability of that investment
in light of his or her 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 document or any applicable
supplement;

(b) 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
the Covered Bonds will have on its overall investment portfolio;

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

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

(e) 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.

Covered Bonds are complex financial instruments. Sophisticated institutional investors
generally do not purchase complex financial instruments as stand-alone investments. They purchase
complex financial instruments 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 a financial adviser) to evaluate how the Covered Bonds will perform under changing
conditions, the resulting effect on the value of the Covered Bonds and the impact this investment will
have on the potential investor’s overall investment portfolio.

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.

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 (i) Covered Bonds are legal investments for it,
(ii) Covered Bonds can be used as collateral for various types of borrowing and (iii) 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.

Credit Ratings

Covered Bonds issued under the Programme are expected on issue to be assigned an “AAA” rating
by S&P Europe, an “Aaa” by Moody’s USA, an “AAA” by Fitch USA and an “AAA” by DBRS Canada unless
otherwise specified in the applicable Final Terms or Pricing Supplement. A security rating is not a
recommendation to buy, sell or hold securities and may be subject to suspension, revision or withdrawal at
any time by the assigning agency and each rating should be evaluated independently of any other. In
general, European regulated investors are restricted from using a rating for regulatory purposes if such rating
is not issued by a credit rating agency established in the European Union and registered under the CRA
Regulation. Such general restriction will also apply in the case of credit ratings issued by non-EU credit rating
agencies, unless the relevant credit ratings are endorsed by an EU-regulated credit rating agency or the
relevant non-EU credit rating agency is certified in accordance with the CRA Regulation (and such
endorsement action or certification, as the case may be, has not been withdrawn or superseded).

Each of S&P USA, Moody’s USA, Fitch USA and DBRS Canada has provided issuer ratings for the
Issuer as specified in the Registration Document under “Royal Bank of Canada — Issuer Ratings”.

In accordance with Article 4.1 of the CRA Regulation, please note that the following documents (as
defined in the section entitled “Documents Incorporated by Reference”) incorporated by reference in this
Prospectus contain references to credit ratings:

(a) the Registration Document (page 15);

(b) the AIF (pages 11, 12 and 25);



(c) the 2012 Annual Report (pages 64 and 65);
(d) the Second Quarter 2013 Report to Shareholders (page 34); and

(e) the Investor Report dated June 28, 2013.

S&P Europe is established in the European Union and regulated under the CRA Regulation. None of
Moody’s USA, S&P USA, Fitch USA and DBRS Canada (the “hon-EU CRAS”) is established in the
European Union or has applied for registration under the CRA Regulation. However, S&P Europe, Moody’s
Investors Service Ltd., Fitch Ratings Limited and DBRS Ratings Limited, which are affiliates of S&P USA,
Moody’s USA, Fitch USA and DBRS Canada, respectively, are established in the European Union and
registered under the CRA Regulation and each has endorsed their affiliated non-EU CRAs.

U.S. INFORMATION

The Covered Bonds have not been approved or disapproved by the United States Securities and
Exchange Commission or any other securities commission or other regulatory authority in the United States,
nor have the foregoing authorities approved this document or confirmed the accuracy or determined the
adequacy of the information contained in this document. Any representation to the contrary is unlawful.

This document is being provided on a confidential basis in the United States to a limited number of
“qualified institutional buyers” within the meaning of Rule 144A (QIBs) for informational use only in
connection with the consideration of the purchase of the Covered Bonds being offered hereby. Its use for
any other purpose in the United States is not authorized. It may not be copied or reproduced in whole or in
part nor may it be distributed or any of its contents disclosed to anyone other than the prospective investors
to whom it is originally submitted.

Registered Covered Bonds may be offered or sold within the United States only to QIBs in
transactions exempt from registration under the Securities Act. Each U.S. purchaser of Registered Covered
Bonds is hereby notified that the offer and sale of any Registered Covered Bonds to it may be being made in
reliance upon the exemption from the registration requirements of the Securities Act provided by Rule 144A
under the Securities Act. Each purchaser or holder of Covered Bonds represented by a Rule 144A Global
Covered Bond or any Covered Bonds issued in registered form in exchange or substitution therefor (together
“Legended Covered Bonds”) will be deemed, by its acceptance or purchase of any such Legended
Covered Bonds, to have made certain representations and agreements intended to restrict the resale or
other transfer of such Covered Bonds as set out in “Subscription and Sale and Transfer and Selling
Restrictions”. Unless otherwise stated, terms used in this paragraph have the meanings given to them in
“Form of the Covered Bonds” and “Subscription and Sale and Transfer and Selling Restrictions”.

This document does not constitute an offer to sell or a solicitation of an offer to buy any
Covered Bonds to you or any person in any jurisdiction where it is unlawful to make such an offer or
solicitation.

AVAILABLE INFORMATION

By requesting copies of any of the documents referred to herein, each potential purchaser agrees to
keep confidential the various documents and all written information clearly labelled “Confidential” which from
time to time have been or will be disclosed to it concerning the Guarantor LP or the Issuer or any of their
affiliates, and agrees not to disclose any portion of the same to any person.

Notwithstanding anything herein to the contrary, investors (and each employee, representative or
other agent of the investors) may disclose to any and all persons, without limitation of any kind, the tax
treatment and tax structure of the offering and all materials of any kind (including opinions or other tax
analyses) that are provided to the investors relating to such tax treatment and tax structure (as such terms
are defined in Treasury Regulation Section 1.6011-4). This authorization of tax disclosure is retroactively
effective to the commencement of discussions between the Issuer, the Guarantor LP, the Dealers or their
respective representatives and a prospective investor regarding the transactions contemplated herein.



CAUTION REGARDING FORWARD-LOOKING STATEMENTS

From time to time, the Issuer and or the Guarantor LP make written or oral forward-looking statements
within the meaning of certain securities laws, including the “safe harbour” provisions of the United States
Private Securities Litigation Reform Act of 1995 and any applicable Canadian securities legislation. The
Issuer may make forward-looking statements in this Prospectus and in the documents incorporated by
reference in this Prospectus, in filings with Canadian regulators, the United States Securities and Exchange
Commission (the “SEC”) or other securities regulators, in reports to shareholders and in other
communications. The forward-looking statements contained in this Prospectus and in the documents
incorporated by reference in this Prospectus include, but are not limited to, statements relating to the Issuer’s
financial performance objectives, vision and strategic goals, the economic, market and regulatory review and
outlook for the Canadian, U.S., European and global economies, the outlook and priorities for each of the
Issuer's business segments, and the risk environment including the Issuer's liquidity and funding
management. The forward-looking information contained in this document and in the documents
incorporated herein by reference is presented for the purpose of assisting holders and potential purchasers
of Covered Bonds issued by the Issuer and financial analysts in understanding the Issuer’s financial position
and results of operations as at and for the periods ended on the dates presented and the Issuer’s financial
performance objectives, vision and strategic goals, and may not be appropriate for other purposes. Forward-
looking statements are typically identified by words such as “believe”, “expect’, “foresee”, “forecast’,
“anticipate”, “intend”, “estimate”, “goal”, “plan” and “project” and similar expressions of future or conditional
verbs such as “will,” “may,” “should,” “could,” or “would”.

” o« ” o«

By their very nature, forward-looking statements require the Issuer and or the Guarantor LP to make
assumptions and are subject to inherent risks and uncertainties, which give rise to the possibility that the
Issuer’s predictions, forecasts, projections, expectations or conclusions will not prove to be accurate, that the
Issuer's assumptions may not be correct and that the Issuer’s financial performance objectives, vision and
strategic goals will not be achieved. Readers are cautioned not to place undue reliance on these statements
as a number of risk factors could cause the Issuer’s actual results to differ materially from the expectations
expressed in such forward-looking statements. These factors — many of which are beyond the Issuer’s and
the Guarantor LP’s control and the effects of which can be difficult to predict — include: credit, market,
liquidity and funding, operational, legal and regulatory compliance, insurance, reputation and strategic risks
and other risks discussed in the “Risk management” and “Overview of other risks” sections of the Issuer’s
2012 MD&A contained in its 2012 Annual Report (as defined herein) and in the “Risk management” section
of the Issuer's Second Quarter 2013 Report to Shareholders (as defined herein) which documents are
incorporated by reference herein; the impact of changes in laws and regulations, including relating to the
Dodd-Frank Wall Street Reform and Consumer Protection Act and the regulations issued and to be issued
thereunder, the Basel Committee on Banking Supervision’s global standards for capital and liquidity reform,
over-the-counter derivatives reform, the payments system in Canada, consumer protection measures and
regulatory reforms in the U.K. and Europe; general business and economic market conditions in Canada, the
United States, and certain other countries in which the Issuer or the Guarantor LP operate, including the
effects of the European sovereign debt crisis, and the high levels of Canadian household debt; cybersecurity;
the effects of changes in government fiscal, monetary and other policies; the effects of competition in the
markets in which the Issuer or the Guarantor LP operate; the Issuer’s ability to attract and retain employees;
the accuracy and completeness of information concerning the Issuer's and Guarantor LP’s clients and
counterparties; judicial or regulatory judgments and legal proceedings; development and integration of the
Issuer’s distribution networks; and the impact of environmental issues.

Readers are cautioned that the foregoing list of risk factors is not exhaustive and other factors could
also adversely affect the Issuer's and the Guarantor LP’s results. When relying on forward-looking
statements to make decisions with respect to the Issuer and the Guarantor LP, investors and others should
carefully consider the foregoing factors and other uncertainties and potential events. Material economic
assumptions underlying the forward-looking statements contained in this Prospectus and in the documents
incorporated by reference herein are set out in the “Overview and outlook” section and for each business
segment under the heading “Outlook and priorities”, of the Issuer's 2012 MD&A contained in its 2012 Annual
Report, as updated by the “Overview” section of the Issuer's Second Quarter 2013 Report to Shareholders,
which documents are incorporated herein by reference. Except as required by law, none of the Issuer, the
Guarantor LP, any dealer appointed in relation to any issue of Covered Bonds by the Issuer, the Bond
Trustee or any other person undertakes to update any forward-looking statement, whether written or oral,
that may be made from time to time by or on behalf of the Issuer or the Guarantor LP.

Additional information about these and other factors can be found under the “Risk management” and
“Overview of other risks” sections of the Issuer's 2012 MD&A contained in its 2012 Annual Report and in the
“Risk Management” section of the Issuer's Second Quarter 2013 Report to Shareholders, which documents
are incorporated by reference herein.



LIMITATIONS ON ENFORCMENT OF U.S. LAWS
AGAINST THE ISSUER, ITS MANAGEMENT AND OTHERS

The Issuer is a Canadian chartered bank. The Guarantor LP is an Ontario limited partnership. Many of
the Issuer’s directors and executive officers and some of the experts named in this document, are resident
outside the United States, and a substantial portion of the Issuer’s assets and all or a substantial portion of
the assets of such persons are located outside the United States. As a result, it may be difficult for you to
effect service of process within the United States upon such persons to enforce against them judgments of
the courts of the United States predicated upon, among other things, the civil liability provisions of the federal
securities laws of the United States. In addition, it may be difficult for you to enforce, in original actions
brought in courts in jurisdictions located outside the United States, among other things, civil liabilities
predicated upon such securities laws.

The Issuer has been advised by its Canadian counsel, Norton Rose Fulbright Canada LLP, that a
judgment of a United States court predicated solely upon civil liability under such laws would probably be
enforceable in Canada if the United States court in which the judgment was obtained has a basis for
jurisdiction in the matter that was recognized by a Canadian court for such purposes. The Issuer has also
been advised by such counsel, however, that there is substantial doubt whether an original action could be
brought successfully in Canada predicated solely upon such civil liabilities.

FURTHER INFORMATION

Information about the Issuer, the Programme and the Covered Bonds can be located at the Bank’s
general website in respect of the Issuer at http://www.rbc.com, the Programme website at
http://www.rbc.com/investorrelations/fixed_income/covered-bonds-terms.html and through CMHC'’s covered
bond registry at http://www.cmhc-schl.gc.ca/coveredbonds. All Internet references in this prospectus are
inactive textual references and the Issuer does not incorporate website contents into this Prospectus.
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PRINCIPAL CHARACTERISTICS OF THE PROGRAMME

The following synopsis does not purport to be complete and is taken from and is qualified in its entirety by,
the remainder of this document. For further information, please see “Summary of the Principal Documents”

Issuer:

Guarantor:

Bond Trustee:

Asset Monitor:

Covered Bond Legislative Framework:

Nature of eligible property:

Location of eligible residential property

underlying Mortgages:

Maximum loan to value ratio given credit

under the Asset Coverage Test:

Maximum Asset Percentage:

Minimum Asset Percentage:

Asset Coverage Test:
Amortization Test:
Reserve Fund:

Hard Bullet:
Extendable Maturities:

Namensschuldverschreibung Option:

Royal Bank of Canada

RBC Covered Bond Guarantor Limited
Partnership

Computershare Trust Company of Canada
Deloitte LLP

The Covered Bonds will be registered Covered
Bonds under Part I.1 of the National Housing
Act (Canada) and the Guide. However, as the
Issuer is not a European Union credit
institution, the Covered Bonds do not fulfill the
requirements of Article 52(4) of EU Directive
(2009/65/EC) on Undertakings for Collective
Investment in Transferable Securities.

Residential mortgage loans, Substitute Assets
up to the prescribed limit

Provinces and territories of Canada

80 per cent.

93 per cent. unless increased in accordance
with the Trust Deed

80 per cent. unless otherwise agreed by the
Issuer

As set out on pages 146-149
As set out on pages 149-150
As set out on page 166

Not available

Available

Applicable
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STRUCTURE OVERVIEW

The information in this section is an overview of the structure relating to the Programme and does not

purport to be complete. The information is taken from, and is qualified in its entirety by, the remainder of this
document. Words and expressions defined below shall have the same meanings in this structural overview.
A glossary of certain defined terms used in this document is contained at the end of this document.

Structure Diagram

*

Royal Bank of
Canada
Interest Rate Swap

Loans and P I Provider
Related Security
Royal Bank of »/ RBC 4—|—> Royal Bank of

Canada Covered Bond Canada
Seller < Guarantor Covered Bond Swap
Consideration / Limited Partnership Provider*
A
Intercompany Repayment of
Loan Intercompany ]
Loan Trust Deed (incl.
Covered Bond
Guarantee) and
A 4 Security Agreement
Royal Bank of
Canada
Issuer/Bank
A 4
4 Computershare
Trust Company
of Canada
Covered Covered Bond Trustee
Bond Bonds
Proceeds
\ 4

Covered P
Bondholders

Cashflows under the Covered Bond Swap Agreement will be exchanged only after the occurrence of a Covered Bond Guarantee
Activation Event.

Structure Overview

Programme: Under the terms of the Programme, the Issuer will issue Covered Bonds on each Issue
Date. The Covered Bonds will be direct, unsecured and unconditional obligations of the Issuer. The
Covered Bonds will be treated as deposits under the Bank Act (Canada); however the Covered Bonds
will not be deposits insured under the Canada Deposit Insurance Corporation Act (Canada). The
Covered Bonds will be registered covered bonds under Part 1.1 of the National Housing Act (Canada)
and the Guide.

Covered Bond Guarantee: The Guarantor LP has provided a direct and, following the occurrence of a
Covered Bond Guarantee Activation Event, unconditional and irrevocable guarantee as to payments
of interest and principal under the Covered Bonds when such amounts become Due for Payment
where such amounts would otherwise be unpaid by the Issuer. Upon the occurrence of a Covered
Bond Guarantee Activation Event, the Covered Bonds will become immediately due and payable as
against the Issuer. Upon a Covered Bond Guarantee Activation Event that includes service of a
Guarantor LP Acceleration Notice on the Guarantor LP, the Guarantor LP’s obligations under the
Covered Bond Guarantee will be accelerated. Payments by the Guarantor LP under the Covered
Bond Guarantee will be made subject to, and in accordance with, the Priorities of Payment.
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Security: The Guarantor LP’s obligations under the Covered Bond Guarantee and the Transaction
Documents to which it is a party are secured by a first ranking security interest over the present and
future acquired assets of the Guarantor LP (which consist principally of the Guarantor LP’s interest in
the Covered Bond Portfolio, the Substitute Assets, the Transaction Documents to which it is a party,
funds being held for the account of the Guarantor LP by its service providers and funds in the
Guarantor LP Accounts) in favour of the Bond Trustee (for itself and on behalf of the Secured
Creditors) pursuant to the Security Agreement.

Intercompany Loan: Under the terms of the Intercompany Loan Agreement the Bank has made
available to the Guarantor LP, on an unsecured basis, an interest-bearing Intercompany Loan,
comprised of a Guarantee Loan and a revolving Demand Loan in a combined aggregate amount equal
to the Total Credit Commitment. The Intercompany Loan is denominated in Canadian dollars. The
interest rate on the Intercompany Loan is a Canadian dollar floating rate determined by the Bank from
time to time, subject to a maximum of the floating rate under the Interest Rate Swap Agreement less
the sum of a minimum spread and an amount for certain expenses of the Guarantor LP. The balance
of the Guarantee Loan and Demand Loan will fluctuate with the issuances and redemptions of
Covered Bonds and the requirements of the Asset Coverage Test. The Guarantee Loan is in an
amount equal to the balance of outstanding Covered Bonds at any relevant time plus that portion of
the Covered Bond Portfolio required as security for the Covered Bonds in excess of the amount of
then outstanding Covered Bonds (see “Summary of the Principal Documents — Guarantor LP
Agreement — Asset Coverage Test”). The Demand Loan is a revolving credit facility, the outstanding
balance of which is equal to the difference between the balance of the Intercompany Loan and the
balance of the Guarantee Loan at any relevant time.

At any time prior to a Demand Loan Repayment Event, the Guarantor LP may borrow any withdrawn
or committed amount or re-borrow any amount repaid by the Guarantor LP under the Intercompany
Loan for a permitted purpose provided, among other things, (i) such drawing does not result in the
Intercompany Loan exceeding the Total Credit Commitment; and (ii) no Issuer Event of Default or
Guarantor LP Event of Default has occurred and is continuing.

To the extent the Covered Bond Portfolio increases or is required to be increased to meet the Asset
Coverage Test, the Bank may increase the Total Credit Commitment to enable the Guarantor LP to
acquire New Loans and their Related Security from the Seller.

The Demand Loan or any portion thereof will be repayable no later than the first Business Day
following 60 days after a demand therefor is served on the Guarantor LP, subject to a Demand Loan
Repayment Event having occurred and the Asset Coverage Test being met on the date of repayment
after giving effect to such repayment. Following the occurrence of a Demand Loan Repayment Event,
the Guarantor LP will be required to repay any amount of the Demand Loan that exceeds the Demand
Loan Contingent Amount on the first Guarantor LP Payment Date following 60 days after such
Demand Loan Repayment Event, except in connection with a calculation of the Asset Percentage (see
“Summary of the Principal Documents — Guarantor LP Agreement — Asset Coverage Test”), in which
case the full amount of the then outstanding Demand Loan will be repayable on the date of such
calculation. Repayment of any amount outstanding under the Demand Loan will be subject to the
Asset Coverage Test being met on the date of repayment after giving effect to such repayment.

The Guarantor LP may repay the principal on the Demand Loan in accordance with the Priorities of
Payment and the terms of the Intercompany Loan Agreement, using (i) funds being held for the
account of the Guarantor LP by its service providers and/or funds in the Guarantor LP Accounts;
and/or (ii) proceeds from the sale of Substitute Assets; (iii) proceeds from the sale of Loans and their
Related Security to the Seller or to another person subject to a right of pre-emption on the part of the
Seller and/or (iv) by selling, transferring and assigning to the Seller all of the Guarantor LP’s right, title
and interest in and to Loans and their Related Security, and any collections in respect of such Loans
and their Related Security (“Payment in Kind”), or any combination thereof. The Guarantor LP is
restricted from paying the Demand Loan with amounts received from the sale of Loans for less than
their True Balance. Except for Non-Performing Loans, upon a Payment in Kind, the outstanding
amount of the Demand Loan will be reduced by the fair market value of such Loans, provided that
following a Covered Bond Guarantee Activation Event, the Demand Loan will be reduced by the True
Balance of such Loans. For Non-Performing Loans, such reduction will always be based on the fair
market value. The fair market value of such Loans will be determined at the relevant time based on the
amount expressed in terms of money or monies’ worth, a willing, prudent and informed buyer would
pay in an open and unrestricted market to a willing, prudent and informed seller, each acting at arms’
length, where neither party is under any compulsion to enter into the transaction, as part of the
acquisition of such Loans at the relevant time.
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If the Demand Loan is reduced by the True Balance of the Loans which are the subject of the
Payment in Kind, then a portfolio adjustment under the Interest Rate Swap Agreement will occur and
breakage fees may become payable to or from the Bank or the Guarantor LP. If the Bank, or an
affiliate of the Bank is the Interest Rate Swap Provider, no breakage fees shall be payable in respect
of such portfolio adjustment. If the Bank or an affiliate of the Bank is not the Interest Rate Swap
Provider, breakage fees (if any) will be paid by, or to, the Bank, as applicable.

The Guarantor LP will be entitled to set off amounts paid by the Guarantor LP under the Covered
Bond Guarantee against amounts owing under the Intercompany Loan Agreement.

For greater certainty, payments due by the Issuer under the Covered Bonds are not conditional upon
receipt by the Issuer of payments in respect of the Intercompany Loan.

Proceeds of the Intercompany Loan: The Guarantor LP has used advances under the Intercompany
Loan to purchase Loans and their Related Security for the Covered Bond Portfolio in accordance with
the terms of the Mortgage Sale Agreement and may use additional advances (i) to purchase New
Loans and their Related Security for the Covered Bond Portfolio pursuant to the terms of the Mortgage
Sale Agreement; and/or (ii) to invest in Substitute Assets in an amount not exceeding the prescribed
limit; and/or (iii) subject to complying with the Asset Coverage Test, to make Capital Distributions to
the Limited Partner; and/or (iv) to make deposits of the proceeds in the Guarantor LP Accounts
(including, without limitation, to fund the Reserve Fund to an amount not exceeding the prescribed
limit) and make investments in Substitute Assets.

Consideration: Under the terms of the Mortgage Sale Agreement, the Seller has sold Loans and their
Related Security to the Guarantor LP for the Covered Bond Portfolio on a fully-serviced basis in
exchange for cash consideration equal to the fair market value of such Loans at the relevant Transfer
Date. The Limited Partner may also make Capital Contributions of New Loans and their Related
Security on a fully-serviced basis in exchange for an additional interest in the capital of the Guarantor
LP.

Cashflows: At any time there is no Asset Coverage Test Breach Notice outstanding and no Covered
Bond Guarantee Activation Event has occurred, the Guarantor LP will:

. apply Available Revenue Receipts to (i) pay interest due on the Intercompany Loan; and (ii)
make Capital Distributions to the Limited Partner. However, these payments will only be made
in accordance with, and after payment of certain items ranking higher in, the Pre-Acceleration
Revenue Priority of Payments (including, but not limited to certain expenses and amounts due
to the Interest Rate Swap Provider and the Covered Bond Swap Provider); and

. apply Available Principal Receipts to (i) pay principal amounts outstanding on the Intercompany
Loan; (ii) acquire New Loans and their Related Security; and (iii) make Capital Distributions to
the Limited Partner. However, these payments will only be made in accordance with, and after
payment of certain items ranking higher in, the Pre-Acceleration Principal Priority of Payment.

For further details of the Pre-Acceleration Revenue Priority of Payments and Pre-Acceleration
Principal Priority of Payments, see “Cashflows”, below.

While an Asset Coverage Test Breach Notice is outstanding but prior to a Covered Bond
Guarantee Activation Event having occurred, the Guarantor LP will continue to apply Available
Revenue Receipts and Available Principal Receipts as described above, except that, while 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 any of the Partners
under the Guarantor LP Agreement or towards any Capital Distributions (but payments will, for
the avoidance of doubt, continue to be made under the relevant Swap Agreements); and

. in respect of Available Principal Receipts, no payments will be made other than into the GDA
Account (see “Cashflows”, below).

Following service of a notice to pay (the “Notice to Pay”) on the Guarantor LP (but prior to service of a
Guarantor LP Acceleration Notice on the Guarantor LP) the Guarantor LP will use all moneys to pay
Guaranteed Amounts in respect of the Covered Bonds when the same become Due for Payment
subject to paying higher ranking obligations of the Guarantor LP (including the obligations of the
Guarantor LP to make repayment on the Demand Loan, as described above) in accordance with the
Priorities of Payment.

Following service of a Guarantor LP Acceleration Notice on the Guarantor LP, the Covered Bonds will
become immediately due and repayable (if not already due and payable following the occurrence of an
Issuer Event of Default) and the Bond Trustee will enforce its claim against the Guarantor LP under
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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 by the Issuer under Condition 8). At such time the Security will
also become enforceable by the Bond Trustee (for the benefit of the Covered Bondholders). Any
moneys recovered by the Bond Trustee from realization on the Security following enforcement 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 Guarantor LP are subject to an
Asset Coverage Test in respect of the Covered Bonds. Accordingly, for so long as Covered Bonds
remain outstanding, the Guarantor LP must ensure that monthly, on each Calculation Date, the
Adjusted Aggregate Asset Amount will be in an amount equal to or in excess of the Canadian Dollar
Equivalent of the aggregate Principal Amount Outstanding of the Covered Bonds as calculated on that
Calculation Date. The Bank will agree to use all reasonable efforts to ensure that the Asset Coverage
Test will be met. The Asset Coverage Test will not give credit to Non-Performing Loans. The Asset
Coverage Test will be tested by the Cash Manager on each Calculation Date and monitored from time
to time by the Asset Monitor. A breach of the Asset Coverage Test on a Calculation Date, if not
remedied so that the breach no longer exists on the immediately succeeding Calculation Date, will
require the Guarantor LP (or the Cash Manager on its behalf) to serve an Asset Coverage Test Breach
Notice on the Partners, the Bond Trustee and the Guarantor LP. An Asset Coverage Test Breach
Notice will be revoked if the Asset Coverage Test is satisfied on the next Calculation Date following
service of the Asset Coverage Test Breach Notice, provided a Covered Bond Guarantee Activation
Event has not occurred. See “Summary of the Principal Documents — Guarantor LP Agreement —
Asset Coverage Test”.

At any time an Asset Coverage Test Breach Notice is outstanding:

(a) the application of Available Revenue Receipts and Available Principal Receipts will be
restricted; and

(b) the Issuer will not be permitted to make further issuances of Covered Bonds.

If an Asset Coverage Test Breach Notice has been served and is not revoked on or before the
Guarantor LP Payment Date following the next Calculation Date after service of such Asset Coverage
Test Breach Notice, then an Issuer Event of Default will have occurred and the Bond Trustee will be
entitled (and, in certain circumstances, may be required) to serve an Issuer Acceleration Notice on the
Issuer, following which the Bond Trustee must serve a Notice to Pay on the Guarantor LP (which shall
constitute a Covered Bond Guarantee Activation Event).

Valuation Calculation: The Guarantor LP is required to perform the Valuation Calculation to monitor
exposure to interest rate and currency exchange rates by measuring the present value of the Covered
Bond Portfolio relative to the market value of the obligations guaranteed under the Covered Bond
Guarantee. However, there is no obligation on the part of the Issuer or the Guarantor LP to take any
action in respect of the Valuation Calculation to the extent it shows the market value of the Covered
Bond Portfolio is less than the market value of the obligations guaranteed under the Covered Bond
Guarantee. The Valuation Calculation does not take into account the Covered Bond Swap Agreement,
which is intended to provide a hedge against currency risks, interest rate risks and timing risk in
respect of amounts received by the Guarantor LP under the Interest Rate Swap Agreement and
amounts payable in respect of its obligations under the Covered Bond Guarantee, except to the extent
of any credit support transferred pursuant to the Covered Bond Swap Agreement.

Amortization Test: In addition, following service of a Notice to Pay on the Guarantor LP (but prior to
service of a Guarantor LP Acceleration Notice) and, for so long as Covered Bonds remain outstanding,
the Guarantor LP must ensure that on each Calculation Date following service of such Notice to Pay
on the Guarantor LP that, the Amortization Test Aggregate Loan Amount is in an amount at least
equal to the Canadian Dollar Equivalent of the then aggregate Principal Amount Outstanding of the
Covered Bonds. The Amortization Test will be tested by the Cash Manager and will be monitored by
the Asset Monitor. A breach of the Amortization Test will constitute a Guarantor LP Event of Default,
which will entitle the Bond Trustee to serve a Guarantor LP Acceleration Notice declaring the Covered
Bonds immediately due and repayable and entitle the Bond Trustee to enforce on the Security granted
under the Security Agreement.

Extendable obligations under the Covered Bond Guarantee: An Extended Due for Payment Date may
be specified as applying in relation to a Series of Covered Bonds in the applicable Final Terms or
Pricing Supplement. 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 applicable grace periods) 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 the
service of a Notice to Pay on the Guarantor LP, the Guarantor LP has insufficient moneys available in
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accordance with the Priorities of Payment to pay in full the Guaranteed Amounts corresponding to the
Final Redemption Amount of the relevant Series of Covered Bonds after payment of higher ranking
amounts and taking into account amounts ranking pari passu in the Priorities of Payment) then
payment of the unpaid amount pursuant to the Covered Bond Guarantee will be automatically deferred
(without a Guarantor LP Event of Default occurring as a result of such non-payment) and will be due
and payable twelve months later on the Extended Due for Payment Date (subject to any applicable
grace period) and interest will continue to accrue and be payable on the unpaid amount in accordance
with Condition 5, at a Rate of Interest determined in accordance with Condition 5.03 (in the same
manner as the Rate of Interest for Floating Rate Covered Bonds). To the extent that a Notice to Pay
has been served on the Guarantor LP and the Guarantor LP has sufficient time and sufficient moneys
to pay in part the Guaranteed Amounts corresponding to the relevant Final Redemption Amount in
respect of the relevant Series of Covered Bonds, the Guarantor LP will make such partial payment on
any Interest Payment Date up to and including the relevant Extended Due for Payment Date, in
accordance with the Priorities of Payment and as described in Condition 6.01 and will pay Guaranteed
Amounts constituting Scheduled Interest on each Original Due for Payment Date and the Extended
Due for Payment Date with any unpaid portion thereof becoming due and payable on the Extended
Due for Payment Date. Any amount that remains unpaid on any such Interest Payment Date will be
automatically deferred for payment until the applicable Extended Due for Payment Date (where the
relevant Series of Covered Bonds are subject to an Extended Due for Payment Date).

Servicing: The Bank, as Servicer, has agreed to provide administrative services to the Guarantor LP in
respect of the Covered Bond Portfolio. In certain circumstances, the Bank may be required to assign
the role of Servicer to a third party acceptable to the Bond Trustee and qualified to service the
Covered Bond Portfolio (see “Summary of the Principal Documents — Servicing Agreement”).

Further Information: For a more detailed description of the transactions summarized above relating to
the Covered Bonds see, amongst other relevant sections of this document, “Overview of the

Programme”, “Terms and Conditions of the Covered Bonds”, “Summary of the Principal Documents”,
“Credit Structure” and, “Cashflows”.
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Ownership Structure of the Guarantor LP

. The Partners of the Guarantor LP are the Limited Partner, which holds 99.95 per cent. of the interest
in the Guarantor LP, and the Managing GP and the Liquidation GP, each of whom own 99 per cent.
and 1 per cent., respectively, of the remaining .05 per cent. general partner interest in the Guarantor

LP.
RBC Covered Bond 6848320 Canada Inc. Royal Bank of
GP Inc. Liquidation Canada
Managing General Partner Limited Partner
General Partner
.0005%GP
.0495% GP
99.95% LP
RBC
Covered
Bond Guarantor
Limited Partnership
. A new Limited Partner may be admitted to the Guarantor LP, subject to meeting certain conditions

precedent including (except in the case of a Subsidiary of a current Limited Partner), but not limited to,
receipt of Rating Agency Confirmation.

. Other than in respect of those decisions reserved to the Partners and the limited circumstances
described below, the Managing GP will manage and conduct the business of the Guarantor LP and
will have all the rights, power and authority to act at all times for and on behalf of the Guarantor LP
(provided that a voluntary liquidation of the Guarantor LP would require the consent of the Liquidation
GP).

. Under certain circumstances, including a Covered Bond Guarantee Activation Event or insolvency or

winding-up of the Managing GP, the Liquidation GP will assume the management responsibilities of
the Managing GP.

Ownership Structure of the Managing GP

. The Managing GP is a wholly-owned subsidiary of the Bank. The directors and officers of the
Managing GP are officers and employees of the Bank.
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Ownership Structure of the Liquidation GP

91 per cent. of the issued and outstanding shares in the capital of the Liquidation GP are held by the
Corporate Services Provider, as trustee of the RBC Covered Bond LGP Trust (the “LGP Trust”) and 9
per cent. of the issued and outstanding shares in the capital of the Liquidation GP are held by the
Bank. A majority of the directors of the Liquidation GP are appointed by the Corporate Services
Provider, as trustee of the LGP Trust, and are independent of the Bank. The Bank is entitled to have
one nominee on the board of the Liquidation GP who is an officer or employee of the Bank.

The beneficiary of the LGP Trust is one or more charities registered under the Income Tax Act
(Canada).

Computershare Trust
Royal Bank Company of Canada
of Canada as frustee of the RBC Covered
Bond LGP Trust
9% 91%
6848320
Canada Inc.
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RISK FACTORS

The Issuer and the Guarantor LP believe that the following factors are material for the purpose of
assessing risks associated with the Issuer and the Guarantor LP. Most of these factors are contingencies
which may or may not occur and neither the Issuer nor the Guarantor LP is in a position to express a view on
the likelihood of any such contingency occurring or the likelihood or extent to which any such contingency
may affect the ability of the Issuer or the Guarantor LP to pay interest, principal or other amounts on or in
connection with any Covered Bonds. In addition, factors, although not exhaustive, which could be material
for the purpose of assessing the market risk associated with Covered Bonds issued under the Programme
are also described below. Except as required by law, the Issuer and the Guarantor LP do not undertake to
update any forward looking statement, whether written or oral, that may be made from time to time by the
Issuer and the Guarantor LP or on the Issuer’s or Guarantor LP’s behalf.

The Issuer and the Guarantor LP 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 and the
Guarantor LP to pay interest, principal or other amounts on or in connection with any Covered Bonds or to
perform any of its obligations may occur for other reasons and neither the Issuer nor the Guarantor LP
represents that the statements below regarding the risks of holding any Covered Bonds are exhaustive.
Prospective investors should also read the detailed information set out elsewhere in this document (including
the documents incorporated by reference) and reach their own views prior to making any investment
decisions.

Contents of the Risk Factors

1. Factors which are material for the purpose of assessing risks associated with
the Issuer
2. Factors which are material for the purpose of assessing risks associated with

the Guarantor LP

3. Factors which are material for the purposes of assessing the risks relating to the
Covered Bond Portfolio

4, Factors that may affect the realizable value of the Covered Bond Portfolio or any
part thereof or the ability of the Guarantor LP to meet its obligations under the
Covered Bond Guarantee

5. Factors which are material for the purposes of assessing the risks relating to the
Issuer’s and the Guarantor LP’s legal and regulatory situation

6. Factors which are material for the purpose of assessing risks relating to the
Covered Bonds

7. Risks related to the market generally

1. Factors which are material for the purpose of assessing risks associated with the Issuer

The “Risk Factors” at pages 1 to 10 in the Registration Document as referred to in, and incorporated
by reference into, this Prospectus as set out in “Documents Incorporated by Reference” on page 41 of this
Prospectus are hereby incorporated by reference.

2. Factors which are material for the purpose of assessing risks relating to the Guarantor LP

Only finite resources are available to the Guarantor LP to meet its obligations under the Covered
Bond Guarantee

The Guarantor LP’s ability to meet its obligations under the Covered Bond Guarantee will depend on:
(i) the realizable value of the assets of the Guarantor LP, including the Covered Bond Portfolio; (ii) the
amount of Available Revenue Receipts and Available Principal Receipts generated by the Covered Bond
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Portfolio and the timing thereof; (iii) amounts received from the Swap Providers; (iv) the realizable value of
Substitute Assets held by it; and (v) the receipt by it of funds held for and on behalf of the Guarantor LP by its
service providers and of credit balances and interest on credit balances from the Guarantor LP Accounts.
The Guarantor LP will not have any other source of funds available to meet its obligations under the Covered
Bond Guarantee.

If a Guarantor LP Event of Default occurs and the Security created by or pursuant to the Security
Agreement is enforced, the proceeds from the realization of the Charged Property may not be sufficient to
meet the claims of all the Secured Creditors, including the holders of the Covered Bonds.

If, following enforcement of the Security constituted by or pursuant to the Security Agreement, the
Secured Creditors have not received the full amount due to them pursuant to the terms of the Transaction
Documents, it is expected that they will have an unsecured claim against the Issuer for the shortfall. There is
no guarantee that the Issuer will have sufficient funds to pay that shortfall.

Holders of the Covered Bonds should note that the Asset Coverage Test has been structured to
ensure that the Adjusted Aggregate Asset Amount is at least equal to the Canadian Dollar Equivalent of the
aggregate Principal Amount Outstanding of the Covered Bonds for so long as Covered Bonds remain
outstanding, which should reduce the risk of there ever being a shortfall (although there is no assurance of
this result and the sale of New Loans and their Related Security by the Seller to the Guarantor LP, advances
under the Intercompany Loan or additional capital contributions by the Limited Partner may be required to
avoid or remedy a breach of the Asset Coverage Test). The Guarantor LP must ensure that following the
service of a Notice to Pay, the Amortization Test is met on each Calculation Date. A breach of the
Amortization Test will constitute a Guarantor LP Event of Default and will entitle the Bond Trustee to serve a
Guarantor LP Acceleration Notice on the Guarantor LP (see “Summary of the Principal Documents —
Guarantor LP Agreement — Asset Coverage Test” and “Credit Structure — Asset Coverage Test”). The Bank
will use all reasonable efforts to ensure that the Guarantor LP is in compliance with the Asset Coverage Test.
This may include making advances under the Intercompany Loan, selling New Loans and their Related
Security to the Guarantor LP or making a Capital Contribution on or before the next Calculation Date
following delivery of an Asset Coverage Test Breach Notice in amounts sufficient to avoid such shortfall on
future Calculation Dates.

Reliance of the Guarantor LP on Affiliates and Third Parties poses the risk that a failure of such
persons to perform their obligations could adversely affect the Guarantor LP’s ability to meet its
obligations

General

The Guarantor LP has entered into agreements with the Issuer and with a number of third parties
pursuant to which the Issuer of such third parties have agreed to perform services for the Guarantor LP. In
particular, the Servicer has been appointed to service Loans in the Covered Bond Portfolio sold to the
Guarantor LP and may sub-contract or delegate the performance of, and has so delegated certain of its
duties to, sub-contractors in accordance with the terms of the Servicing Agreement, the Cash Manager has
been appointed to calculate and monitor compliance with the Asset Coverage Test, the Valuation Calculation
and the Amortization Test and to provide cash management services to the Guarantor LP and the GDA
Account and Transaction Account (to the extent maintained) will be held with the Account Bank. Several of
those roles, including, but not limited to, the roles of Servicer, Cash Manager and Account Bank, are initially
performed by the Issuer. The Issuer may, and in some circumstances will be required to, be terminated as a
service provider if its ratings by the Rating Agencies have been downgraded below a specified rating or there
is an uncured breach of the relevant agreement. There can be no assurance that a suitable replacement will
be found that is willing to and able to provide such services. In addition, the Bank has agreed to pay and will
receive, as applicable, the breakage fees resulting under the Interest Rate Swap Agreement from a portfolio
adjustment resulting from a Payment in Kind. In the event that any party fails to perform its obligations under
the relevant agreement to which it is a party, the realizable value of the Covered Bond Portfolio or any part
thereof or pending such realization (if the Covered Bond Portfolio or any part thereof cannot be sold) the
ability of the Guarantor LP to meet its obligations under the Covered Bond Guarantee may be adversely
affected. For instance, if the Servicer (or a sub-contractor or delegate of the Servicer) has failed to
adequately administer the Loans, this may lead to higher incidences of non-payment or default by Borrowers.
The Guarantor LP is also reliant on the Swap Providers to provide it with the funds matching its obligations
under the Intercompany Loan Agreement and the Covered Bond Guarantee, as described below.
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Servicing

If a Servicer Event of Default occurs pursuant to the terms of the Servicing Agreement as a result of
actions of or events affecting the Servicer or a sub-contractor of the Servicer, then the Guarantor LP and/or
the Bond Trustee will be entitled and in some circumstances required in accordance with the terms of the
Guide to terminate the appointment of the Servicer. There can be no assurance that a substitute servicer
with sufficient experience in administering mortgages of residential properties in Canada would be found who
would be willing and able to service the Loans and their Related Security and enter into a servicing
agreement with the Guarantor LP. If found, a substitute servicer may not have ratings from the Rating
Agencies on its unsecured, unguaranteed and unsubordinated debt obligations or issuer default ratings, as
applicable, above the level specified in the Servicing Agreement and a Rating Agency Confirmation may not
be delivered for such substitute servicer. A substitute servicer may charge higher servicing fees that it agrees
to with the Guarantor LP, which servicing fees would be entitled to priority over payments to holders of the
Covered Bonds.

The ability of a substitute servicer to fully perform the required services would depend, in particular, on
the information, software and records available at the time of the appointment. Any delay or inability to
appoint a substitute servicer may affect the realizable value of the Covered Bond Portfolio or any part
thereof, and/or the ability of the Guarantor LP to meet its obligations under the Covered Bond Guarantee.

The Bond Trustee is not obligated to act as a servicer or to monitor the performance by the Servicer of
its obligations in any circumstances.

Reliance on Swap Providers

To provide a hedge against possible variances in the rates of interest payable on the Loans in the
Covered Bond Portfolio (which may include variable rates of interest or fixed rates of interest) and the
interest amounts payable on the Intercompany Loan and the Covered Bond Swap Agreement, the Guarantor
LP has entered into the Interest Rate Swap Agreement (upon cashflows being exchanged thereunder) and
may from time to time, including in connection with the purchase of additional Loans enter into the additional
confirmations and schedules under the Interest Rate Swap Agreement with the Interest Rate Swap Provider.
In addition, to provide a hedge against currency and/or other risks arising, in respect of amounts received by
the Guarantor LP under the Interest Rate Swap Agreement and amounts payable in respect of its obligations
under the Covered Bond Guarantee, the Guarantor LP has entered into the Covered Bond Swap Agreement
and will from time to time, including in connection with the issuance of additional Covered Bonds, enter into
the additional confirmations and schedules under the Covered Bond Swap Agreement with the Covered
Bond Swap Provider. Cashflows will be exchanged under the Covered Bond Swap Agreement no later than
the occurrence of a Covered Bond Guarantee Activation Event. The Bank serves initially as swap
counterparty to the Swap Agreements. The Bank may, and in certain circumstances will be required to, be
replaced by a third party under the Interest Rate Swap Agreement and the Covered Bond Swap Agreement if
its ratings by the Rating Agencies have been downgraded below a specified rating, upon an event of default
under the relevant Swap Agreement or upon an Issuer Event of Default.

If the Guarantor LP fails to make timely payments of amounts due under any Swap Agreement (except
where such failure is caused by the assets available to the Guarantor LP on a Due for Payment Date being
insufficient to satisfy such payment obligations), then it will have defaulted under that Swap Agreement and
such Swap Agreement may be, and in certain circumstances will be required to be, terminated. Further, a
Swap Provider is only obliged to make payments to the Guarantor LP as long as and to the extent that the
Guarantor LP has not defaulted under that Swap Agreement. If a Swap Agreement terminates or the Swap
Provider is not obliged to make payments or if it defaults in its obligations to make payments of amounts in
the relevant currency equal to the full amount to be paid to the Guarantor LP on the payment date under the
relevant Swap Agreement, the Guarantor LP will be exposed to changes in the relevant currency exchange
rates to Canadian dollars and to any changes in the relevant rates of interest. Unless a replacement Swap
Agreement is entered into, the Guarantor LP may have insufficient funds to meet its obligations under the
Covered Bond Guarantee.

If a Swap Agreement terminates, then the Guarantor LP may be obliged to make a termination
payment to the relevant Swap Provider. There can be no assurance that the Guarantor LP will have sufficient
funds available to make a termination payment under the relevant Swap Agreement, nor can there be any
assurance that the Guarantor LP will be able to find a replacement swap counterparty which agrees to enter
into a replacement swap agreement on substantially the same terms as the terminated Swap Agreement and
has sufficiently high ratings to prevent a downgrade of the then current ratings of the Covered Bonds by the
Rating Agencies.

If the Guarantor LP is obliged to pay a termination payment under any Swap Agreement, such
termination payment will rank in priority to principal amounts due on the Covered Bonds and pari passu with
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interest amounts due on the Covered Bonds. Under the Guide, if the Liquidation GP is the managing general
partner of the Guarantor LP, the Guarantor LP will be permitted to give payments to Swap Providers priority
over interest amounts due on the Covered Bonds, provided that pursuant to the terms of the Guarantor LP
Agreement any such grant of priority will require the consent of the Bond Trustee and Rating Agency
Confirmation. The obligation to pay a termination payment may adversely affect the ability of the Guarantor
LP to meet its obligations under the Covered Bond Guarantee. Additionally, the failure of the Guarantor LP to
receive a termination payment from the relevant Swap Provider may adversely affect the ability of the
Guarantor LP to meet its obligations under the Covered Bond Guarantee.

Differences in timings of obligations of the Guarantor LP and the Covered Bond Swap Provider under
the Covered Bond Swap Agreement

With respect to the Covered Bond Swap Agreement, cashflows will be exchanged under the Covered
Bond Swap Agreement no later than the occurrence of a Covered Bond Guarantee Activation Event. Upon
cashflows being exchanged under the Covered Bond Swap Agreement, the Guarantor LP will make
payments to the Covered Bond Swap Provider on each Guarantor LP Payment Date from the amounts
received by the Guarantor LP under the Interest Rate Swap Agreement. The Covered Bond Swap Provider
may not be obliged to make payments to the Guarantor LP under the Covered Bond Swap Agreement until
amounts are Due for Payment on the Covered Bonds, which may be up to twelve months after payments
have been made by the Guarantor LP to the Covered Bond Swap Provider under the Covered Bond Swap
Agreement. If the Covered Bond Swap Provider does not meet its payment obligations to the Guarantor LP
under the Covered Bond Swap Agreement and the Covered Bond Swap Provider does not make a
termination payment that has become due from it to the Guarantor LP, the Guarantor LP may have a larger
shortfall in funds with which to meet its obligations under the Covered Bond Guarantee than if the Covered
Bond Swap Provider’s payment obligations coincided with Guarantor LP’s payment obligations under the
Covered Bond Guarantee. As a result, the difference in timing between the obligations of the Guarantor LP
under the Covered Bond Swap Agreement and the obligations of the Covered Bond Swap Provider under
the Covered Bond Swap Agreement could adversely affect the Guarantor LP’s ability to meet its obligations
under the Covered Bond Guarantee.

Withholding on payments under the Covered Bond Guarantee

Interest paid or credited or deemed to be paid or credited on a Covered Bond by the Guarantor LP
pursuant to the Covered Bond Guarantee will be exempt from Canadian withholding tax to the extent interest
paid or credited by the Issuer on such Covered Bond would have been exempt. See “Taxation — Canada”.
Payments made by the Guarantor LP in respect of interest on a Covered Bond issued by the Issuer’s London
branch (or any other amounts due under such Covered Bonds other than the repayment of amounts
subscribed for under the Covered Bond) may be subject to United Kingdom tax. See Taxation — United
Kingdom”.

If such payments by the Guarantor LP pursuant to the Covered Bond Guarantee are not exempt, such
payments will be made subject to any applicable withholding or deduction and the Guarantor LP will have no
obligation to gross up in respect of any withholding or deduction which may be required in respect of any
such payment.

3. Factors which are material for the purposes of assessing the risks relating to the Covered
Bond Portfolio

Existing Loans in the Covered Bond Portfolio may be replaced by New Loans with different
characteristics

It is expected that the constitution of the Covered Bond Portfolio will frequently change due to, for
instance, repayments of such Loans by Borrowers from time to time and the need to replace such Loans with
New Loans in the Covered Bond Portfolio, or the Covered Bond Portfolio being increased to, among other
things, permit the issuance of additional Covered Bonds and ensure that the Asset Coverage Test is met.

There is no assurance that the characteristics of New Loans assigned to the Guarantor LP in the
future will be the same as those in the current Covered Bond Portfolio. Each Loan will be required to meet
the Eligibility Criteria and satisfy the Representations and Warranties set out in the Mortgage Sale
Agreement although the Eligibility Criteria and Representations and Warranties may change in certain
circumstances as described herein. See “Summary of the Principal Documents — Mortgage Sale Agreement
— Sale by the Seller of Loans and their Related Security”. In addition, the Asset Coverage Test is intended to
ensure that the Adjusted Aggregate Asset Amount is an amount equal to or in excess of the Canadian Dollar
Equivalent of the aggregate Principal Amount Outstanding of the Covered Bonds for so long as Covered
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Bonds remain outstanding. The Cash Manager will prepare and provide monthly Investor Reports to the
Issuer, the Guarantor LP, the Bond Trustee and the Rating Agencies that will set out certain information in
relation to Covered Bond Portfolio and the calculation of the Asset Coverage Test, and the Valuation
Calculation, and if applicable the Amortization Test, statistical information about the Loans in the Covered
Bond Portfolios and performance information about the Loans and other information prescribed by the
requirements of the Guide. The Issuer will make such Investor Reports available to Covered Bondholders
(see “General Information and Recent Developments”).

New Loan Types added to the Covered Bond Portfolio may be materially different

If a New Loan constitutes a New Loan Type, the Representations and Warranties in the Mortgage
Loan Sale Agreement may be modified as required to accommodate the New Loan Type, but the
Representations and Warranties would not change for a New Loan that was not a New Loan Type or in
respect of Loans currently in the Covered Bond Portfolio. While the New Loan will be required to comply
with the eligibility requirements under Part 1.1 of the National Housing Act (Canada) and the Guide, the prior
consent of the holders of the Covered Bonds to the requisite amendments will not be required. Part |.1 of the
National Housing Act (Canada) and the Guide prescribe certain requirements which prohibit loans which do
not meet certain requirements from forming part of the Covered Bond Portfolio. A New Loan Type is a new
type of mortgage loan originated or acquired by the Seller, which the Seller transfers or intends to transfer to
the Guarantor LP, the terms and conditions of which are materially different (in the opinion of the Seller,
acting reasonably) from the Loans. For the avoidance of doubt, a mortgage loan will not constitute a New
Loan Type if it differs from the Loans due to it having different interest rates and/ or interest periods and/or
time periods for which it is subject to a fixed rate, capped rate, tracker rate or any other interest rate or the
benefit of any discounts, cash-backs and/or rate guarantees. See “Summary of the Principal Documents —
Mortgage Sale Agreement — Sale by the Seller of Loans and their Related Security”.

There is no assurance that the proceeds from the Covered Bond Portfolio will be sufficient to
make all payments due on the Covered Bonds

The Asset Coverage Test, the Valuation Calculation and the Amortization Test are intended to monitor
and ensure that the assets and cashflows of the Guarantor LP, including the Loans and their Related
Security in the Covered Bond Portfolio and cashflows in respect thereof, will be adequate to enable the
Guarantor LP to meet its obligations under the Covered Bond Guarantee. Accordingly, it is expected (but
there is no assurance) that the Covered Bond Portfolio could generate sufficient cash, together with the other
assets of the Guarantor LP, to enable the Guarantor LP to meet its obligations under the Covered Bond
Guarantee.

Asset Coverage Test: The value of a Loan for purposes of the Asset Coverage Test is adjusted in
accordance with the formula described under “Summary of the Principal Documents — Guarantor LP
Agreement — Asset Coverage Test”. The Asset Coverage Test is met if the aggregate adjusted value of the
Loans exceeds the Canadian Dollar Equivalent of aggregate outstanding principal amount of Covered
Bonds.

If a breach of the Asset Coverage Test occurs which is not cured on the next Calculation Date
following a notice by the Managing GP (or the Cash Manager on its behalf) to the Guarantor LP, the
Partners, and the Bond Trustee that such breach has occurred, the Managing GP (or the Cash Manager on
its behalf) will provide an Asset Coverage Test Breach Notice to the Guarantor LP, the Partners and the
Bond Trustee. Failure to meet the Asset Coverage Test as of the Calculation Date following the service of
such Asset Coverage Breach Notice will result in an Issuer Event of Default.

The Asset Percentage is a component of the Asset Coverage Test which establishes the credit
enhancement required for the then outstanding Covered Bonds in accordance with the terms of the
Guarantor LP Agreement and in accordance with the Rating Agency methodologies. Pursuant to the terms of
the Asset Coverage Test, there is a limit to the degree to which the minimum Asset Percentage may be
decreased without the consent of the Bank. In addition, the maximum Asset Percentage may not be
increased without the consent of (i) the Bond Trustee (without the consent of the holders of the Covered
Bonds of any series) or (ii) the holders of Covered Bonds by Extraordinary Resolution (without the consent of
the Bond Trustee) in accordance with Condition 13 of the Trust Deed. As a result, there are limits on the
amount of credit enhancement required to be maintained to meet the Asset Coverage Test.

If the various methodologies used to determine the Asset Percentage conclude that additional credit
enhancement is required beyond the maximum provided for (by requiring a reduction in the Asset
Percentage below the minimum Asset Percentage), and the Issuer does not agree to provide credit
enhancement beyond the maximum provided for (by agreeing to a reduction in the Asset Percentage below
the minimum Asset Percentage), the Rating Agencies may reduce, remove, suspend or place on credit
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watch, the rating of the Covered Bonds and the assets of the Guarantor LP may be seen to be insufficient to
ensure that, in the scenarios employed in the cashflow models, the assets and cashflows of the Guarantor
LP will be adequate to enable it to meet its obligations under the Covered Bond Guarantee following a
Covered Bond Guarantee Activation Event, notwithstanding that the Asset Coverage Test continues to be
met.

Valuation Calculation: The Guarantor LP is required to perform the Valuation Calculation to monitor
exposure to interest rate and currency exchange rates by measuring the present value of the Covered Bond
Portfolio relative to the market value of the obligations guaranteed under the Covered Bond Guarantee.
However, there is no obligation on the part of the Bank or the Guarantor LP to take any action in respect of
the Valuation Calculation to the extent it shows the market value of the Covered Bond Portfolio is less than
the market value of the obligations guaranteed under the Covered Bond Guarantee. The Valuation
Calculation does not take into account the Covered Bond Swap Agreement, which is intended to provide a
hedge against currency risks, interest rate risks and timing risk in respect of amounts received by the
Guarantor LP under the Interest Rate Swap Agreement and amounts payable in respect of its obligations
under the Covered Bond Guarantee, except to the extent of any cash or securities transferred to the
Guarantor LP by the Covered Bond Swap Provider as credit support for the obligations of the Covered Bond
Swap Provider under the terms of the Covered Bond Swap Agreement.

Amortization Test: Pursuant to the Guarantor LP Agreement, following service of a Notice to Pay on
the Guarantor LP, the Managing GP must use all reasonable efforts to ensure that, on each Calculation Date
following service of such Notice to Pay, the Guarantor LP is in compliance with the Amortization Test. The
Amortization Test is met if the Amortization Test Aggregate Loan Amount is in an amount at least equal to
the Canadian Dollar Equivalent of the aggregate Principal Amount Outstanding of the Covered Bonds. The
Amortization Test is intended to ensure that the assets of the Guarantor LP do not fall below a certain
threshold to ensure that the assets of the Guarantor LP are sufficient to meet its obligations under the
Covered Bond Guarantee.

If the collateral value of the Covered Bond Portfolio has not been maintained in accordance with the
terms of the Asset Coverage Test or the Amortization Test, this may affect the realizable value of the
Covered Bond Portfolio or any part thereof (both before and after the occurrence of a Guarantor LP Event of
Default) and/or the ability of the Guarantor LP to meet its obligations under the Covered Bond Guarantee.
Failure to satisfy the Amortization Test on any Calculation Date following the service of a Notice to Pay will
constitute a Guarantor LP Event of Default, thereby entitling the Bond Trustee to accelerate the Covered
Bonds against the Issuer and the Guarantor LP’s obligations under the Covered Bond Guarantee against the
Guarantor LP subject to and in accordance with the Conditions.

No periodic Property valuations: The Properties comprising Related Security for Loans in the Covered
Bond Portfolio are not subject to periodic valuations and prior to July 1, 2014 are not required to be indexed
to account for subsequent market developments. Valuations are obtained when a Loan is originated, but
generally not subsequent to origination. As a result, the realizable value on the Covered Bond Portfolio could
be negatively affected by a significant decline in the values of properties across regions in which such
Properties are located without such decline requiring the Bank to make capital contributions or otherwise
resulting in a breach of the Asset Coverage Test prior to indexation being implemented as part of the Asset
Coverage Test.

Bond Trustee not responsible for monitoring compliance with tests or accuracy of calculations: The
Bond Trustee will not be responsible for monitoring compliance with, nor the monitoring of, the Asset
Coverage Test, the Valuation Calculation or the Amortization Test or any other test, or supervising the
performance by any other party of its obligations under any Transaction Document.

Prior to the occurrence of an Issuer Event of Default, the Asset Monitor will, subject to receipt of the
relevant information from the Cash Manager, test the calculations performed by the Cash Manager in respect
of the Asset Coverage Test and Valuation Calculation annually, in respect of the Calculation Period
immediately preceding a proposed Issue Date, and more frequently in certain circumstances. Following the
occurrence of an Issuer Event of Default, the Asset Monitor will be required to test the calculations performed
by the Cash Manager in respect of the Amortization Test and annually in respect of the Asset Coverage Test
as required by the Guide. See further “Summary of the Principal Documents — Asset Monitor Agreement”.

The real property securing the Loans in the Covered Bond Portfolio is concentrated in Canada

All real property securing the Loans in the Covered Bond Portfolio is located in Canada. The
performance of the Loans will therefore be affected by general economic conditions in Canada and the
condition of the residential housing market in Canada.
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The Covered Bond Portfolio consists of Loans with renewal risk due to Short Maturities

Canadian mortgage loans generally provide for the renewal of the loans periodically (e.g., every five
years), but the amortization period of the loans is generally much longer (e.g., 25 years). See “Covered
Bond Portfolio — Characteristics of the Loans”. The borrower faces a change, perhaps a substantial change,
in the applicable interest rate on the loan at the time of renewal and the prospect of seeking a replacement
loan from another lender if the current lender does not renew the loan. In an adverse economic
environment, obtaining a replacement loan may be difficult. Accordingly, if prevailing interest rates have
risen significantly, an existing lender may need to renew the loan at below market rates in order to avoid a
default on a loan up for renewal.

If the Bank renews Loans at below market rates, it may adversely affect the market value of such
Loans in the Covered Bond Portfolio and in the event that the Guarantor LP must liquidate some Loans in
order to meet its obligations under the Covered Bond Guarantee it may realize less than the principal amount
of the Loans liquidated. If the Guarantor LP is required to liquidate a large number of Loans that have
interest rates significantly below prevailing interest rates, the Guarantor LP may not realize sufficient
proceeds to pay the Covered Bonds in full.

There is no assurance of the price that may be obtained from the sale of Loans and their Related
Security following the occurrence of an Issuer Event of Default

If a Covered Bond Guarantee Activation Event occurs, the Guarantor LP may need to sell Loans and
their Related Security to meet its obligations to creditors and under the Covered Bond Guarantee. There is
no guarantee that a buyer will be found to acquire such Loans and their Related Security at the times
required and there can be no guarantee or assurance as to the price which may be able to be obtained,
which may affect payments under the Covered Bond Guarantee.

Following a Covered Bond Guarantee Activation Event, the Loans and their Related Security may not
be sold by the Guarantor LP for less than an amount equal to the Adjusted Required Redemption Amount for
the relevant Series of Covered Bonds until six months prior to: (i) the Final Maturity Date in respect of such
Covered Bonds; or (i) if an Extended Due for Payment Date is specified as applicable in the applicable Final
Terms or Pricing Supplement, which will be the case unless amendments are made to the Guarantor LP
Agreement, the Extended Due for Payment Date under the Covered Bond Guarantee in respect of such
Covered Bonds. Following a Covered Bond Guarantee Activation Event, in the six months prior to, as
applicable, the Final Maturity Date or Extended Due for Payment Date, the Guarantor LP will sell Loans and
their Related Security for the best price reasonably available notwithstanding that such price may be less
than the Adjusted Required Redemption Amount. Where the Guarantor LP determines it is necessary to sell
Loans and their Related Security by a particular date , this may have an adverse affect on their sale price.
The Seller that assigned the relevant Loans and their Related Security to the Guarantor LP will have a right
of pre-emption to purchase such Loans and their Related Security in the event the Guarantor LP determines
to sell such Loans and their Related Security. The Guarantor LP may also use Loans and their Related
Security to repay the Demand Loan and will following a Covered Bond Guarantee Activation Event receive
credit for such repayment equal to the True Balance on such Loans and their Related Security (see
“Summary of the Principal Documents — Mortgage Sale Agreement — Right of pre-emption”).

Proceeds of Charged Property following the occurrence of a Guarantor LP Event of Default may be
insufficient to pay the Covered Bonds in full

If a Guarantor LP Event of Default occurs and a Guarantor LP Acceleration Notice is served on the
Guarantor LP, then the Bond Trustee will be entitled to enforce the Security created under and pursuant to
the Security Agreement and the proceeds from the realization of the Charged Property will be applied by the
Bond Trustee towards payment of the obligations of the Guarantor LP in accordance with the Post-
Enforcement Priority of Payments described in “Cashflows”, below.

There is no guarantee that the proceeds of realization of the Charged Property will be in an amount
sufficient to repay all amounts due to the Secured Creditors (including the holders of the Covered Bonds)
under the Covered Bonds and the Transaction Documents.

If a Guarantor LP Acceleration Notice is served on the Guarantor LP, then the Covered Bonds may be
repaid sooner or later than expected or not at all.
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4. Factors that may affect the realizable value of the Covered Bond Portfolio or any part thereof or
the ability of the Guarantor LP to meet its obligations under the Covered Bond Guarantee

Following the occurrence of a Covered Bond Guarantee Activation Event, the realizable value of the
Loans and their Related Security in the Covered Bond Portfolio may be reduced (which may affect the ability
of the Guarantor LP to meet its obligations under the Covered Bond Guarantee) by:

. representations or warranties not being given by the Guarantor LP or the Seller, as the case
may be (unless otherwise agreed with the Seller);

. default by Borrowers of amounts due on the Loans;

. changes to the lending criteria of the Seller assigning the Loans and their Related Security;

. the Guarantor LP not being the registered creditor of the Loans in the Covered Bond Portfolio

and notice of the sale, transfer and assignment of such Loans and their Related Security not
having been given to Borrowers;

. recourse to the Seller being limited under the terms of the Mortgage Sale Agreement;

. inadequate loan documentation;

. breaches of the Loan Representations and Warranties;

. an insolvency of the Seller;

. possible regulatory changes by the Office of the Superintendent of Financial Institutions
(“OSFI”) and other regulatory authorities;

. regulations that could lead to some terms of the Loans being unenforceable;

. changes in the then prevailing market interest rates; and

a disruption in the mortgage or debt capital markets at the time the Loans are being sold by the
Guarantor LP to obtain liquidity.

Certain of these factors are considered in further detail below.

In the event the Bank is required to assign some or all of its obligations to one or more third party
service providers, as Servicer, Covered Bond Swap Provider, Interest Rate Swap Provider or Cash Manager,
such third party service providers may require fees for such services in excess of the rates or amounts, if
any, currently being paid to the Bank by the Guarantor LP. Any such increase in fees for the services
currently provided by the Bank could have an adverse impact on the ability of the Guarantor LP to meet its
obligations under the Covered Bonds. Additionally, there can be no assurance that any third party service
provider will have the same level of operational experience as the Bank and operational issues may arise in
connection with appointing one or more third party service providers.

The lack of representations or warranties from the Guarantor LP or the Seller when Loans and their
Related Security are to be sold may affect the value of the Covered Bond Portfolio

Following the occurrence of a Covered Bond Guarantee Activation Event, the Guarantor LP may need
to sell Loans and their Related Security to third party purchasers, subject to a right of pre-emption enjoyed by
the Seller that assigned such Loans and their Related Security to the Guarantor LP (see “Summary of the
Principal Documents — Guarantor LP Agreement — Method of sale of Selected Loans”). In respect of any sale
of Loans and their Related Security to third parties, however, the Guarantor LP will not be permitted to give
any representations or warranties in respect of those Loans and their Related Security (unless expressly
permitted to do so by the Bond Trustee). Although a Seller will provide Representations and Warranties in
respect of the Loans at the time of sale of the Loans to the Guarantor LP, there is no assurance that any
Seller would give any representations or warranties in respect of the Loans and their Related Security at the
time of sale of the Loans by the Guarantor LP to third parties. Any Representations or Warranties previously
given by the Seller in respect of Loans in the Covered Bond Portfolio may not have value for a third party
purchaser if such Seller is then insolvent. Accordingly, there is a risk that the realizable value of the Loans
and their Related Security could be adversely affected by the lack of representations and warranties which in
turn could adversely affect the ability of the Guarantor LP to meet its obligations under the Covered Bond
Guarantee.

Default by Borrowers in paying amounts due on their Loans may adversely affect the value of the
Covered Bond Portfolio

Borrowers may default on their obligations due under the Loans. Defaults may occur for a variety of
reasons. The Loans are affected by credit, liquidity and interest rate risks. Various factors influence mortgage
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delinquency rates, prepayment rates, repossession frequency and the ultimate payment of interest and
principal. Examples of such factors include changes in the national or international economic climate,
regional economic or housing conditions, changes in tax laws, interest rates, inflation, the availability of
financing, yields on alternative investments, political developments and government policies. Other factors in
Borrowers individual, personal or financial circumstances may affect the ability of Borrowers to repay the
Loans including failing to obtain or maintain property insurance in accordance with the terms of the relevant
loan agreement or otherwise. Loss of earnings, illness, divorce and other similar factors may lead to an
increase in delinquencies by and bankruptcies of Borrowers, and could ultimately have an adverse impact on
the ability of Borrowers to repay the Loans. In addition, the ability of a Borrower to sell a property given as
security for a Loan at a price sufficient to repay the amounts outstanding under that Loan will depend upon a
number of factors, including the availability of buyers for that property, the value of that property and property
values in general at the time. Non-Performing Loans in the Covered Bond Portfolio will be given no weighting
for the purposes of the Asset Coverage Test and the Amortization Test.

Changes to the Lending Criteria of the Seller may adversely affect the creditworthiness of New Loans
acquired by the Guarantor LP

Each of the Loans originated by the Seller will have been originated in accordance with such Seller’s
Lending Criteria at the time of origination. It is expected that the Seller's Lending Criteria will generally
consider type of property, term of loan, age of applicant, the loan-to-value ratio, status of applicant and credit
history. In the event of the sale of any Loans and their Related Security to the Guarantor LP, the Seller will
only warrant that such Loans and their Related Security meet the Eligibility Criteria and were originated in
accordance with the Seller’s Lending Criteria applicable at the time of origination. The Seller retains the right
to revise its Lending Criteria from time to time. If the Lending Criteria change in a manner that affects the
creditworthiness of the Loans, that may lead to increased defaults by Borrowers and may affect the
realizable value of the Covered Bond Portfolio, or part thereof, and the ability of the Guarantor LP to meet its
obligations under the Covered Bond Guarantee. As described above, however, Non-Performing Loans in the
Covered Bond Portfolio will be given no weighting for the purposes of the Asset Coverage Test, the
Valuation Calculation and the Amortization Test.

Notice and registration of the sale, transfer and assignment of the Loans and their Related Security
in the Covered Bond Portfolio may not be made or given, as the case may be, on the relevant
Transfer Dates

The sale, transfer and assignment by the Seller to the Guarantor LP of the Loans and their Related
Security will be effected in accordance with the terms of the Mortgage Sale Agreement, with such revisions
as may be necessary for a Capital Contribution in Kind.

Other than (i) registrations in the appropriate land registry or land titles offices in respect of the sale,
transfer and assignment of the relevant Loans from the Seller to the Guarantor LP effected by the Mortgage
Sale Agreement, and (ii) the provision to Borrowers under the related Loans or the obligors under their
Related Security of actual notice of the sale, transfer and assignment thereof to the Guarantor LP, all
material filings, recordings, notifications, registrations or other actions under all applicable laws will have
been made or taken in each jurisdiction where necessary or appropriate (and where permitted by applicable
law) to give legal effect to the sale, transfer and assignment of the Loans and their Related Security and the
right to transfer servicing of such Loans as contemplated by the Mortgage Sale Agreement, and to validate,
preserve, perfect and protect the Guarantor LP ownership interest in and rights to collect any and all of the
related Loans being purchased on the relevant Transfer Date, including the right to service and enforce such
Loans and their Related Security.

Notice of the sale, transfer and assignment of the Loans will not be given to Borrowers and, where
appropriate, the registration or recording in the appropriate land registry or land title offices of the transfer of
legal title to the Mortgages will not be made except in the circumstances described in “Summary of the
Principal Documents — Mortgage Sale Agreement — Notice to Borrower of the Sale, assignment and transfer
of the Loans and their Related Security and registration of transfer of title to the Mortgages”. Similarly,
Borrowers will not be given notice of the interests of the Bond Trustee (for itself and on behalf of the other
Secured Creditors) in the Loans and their Related Security, granted pursuant to the terms of the Security
Agreement, nor will the interests of the Bond Trustee (for itself and on behalf of the other Secured Creditors)
in the Mortgages be registered in the appropriate land registry or land titles offices, prior to notice of the
Guarantor LP’s interests in the Loans and their Related Security, and/or registration of the transfer of title to
the Mortgages, having been given or made, as the case may be.

As long as the interests of the Guarantor LP in the Loans and their Related Security are not registered
at the appropriate land registry or land titles offices, and notice has not been given to Borrowers, the
following risks exist:
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. first, if the Seller wrongly sells a Loan and its Related Security, which has already been sold to
the Guarantor LP, to another person and that person acted in good faith and did not have notice
of the interests of the Guarantor LP in the Loan and its Related Security, then such person
might obtain good title to the Loan and its Related Security, free from the interests of the
Guarantor LP. If this occurred then the Guarantor LP would not have good title to the affected
Loan and its Related Security and it would not be entitled to payments by a Borrower in respect
of that Loan. However, the risk of third party claims obtaining priority to the interests of the
Guarantor LP would likely be limited to circumstances arising from a breach by the Seller of its
contractual obligations or fraud, negligence or mistake on the part of the Seller or the Guarantor
LP or their respective personnel or agents;

. second, the rights of the Guarantor LP may be subject to the rights of the Borrowers against the
Seller, to the extent not waived by the Borrowers, such as rights of legal set-off or equitable set-
off which may be granted by a court, which occur in relation to transactions or deposits made
between Borrowers and the Seller, as applicable, and the rights of Borrowers to redeem their
mortgages by repaying the Loans directly to the Seller, as applicable; and

. third, unless the Guarantor LP has registered the sale, transfer and assignment of the Loans
and their Related Security (which it is only entitled to do in certain limited circumstances), the
Guarantor LP may not, itself, be able to enforce any Borrower’s obligations under a Loan or its
Related Security but would have to join the Seller as a party to any legal proceedings.

The foregoing risks apply to the Bond Trustee (for itself and on behalf of the other Secured Creditors).
If any of the risks described in the first two bullet points above were to occur then the realizable value of the
Covered Bond Portfolio or any part thereof and/or the ability of the Guarantor LP to meet its obligations
under the Covered Bond Guarantee or the Bond Trustee (for itself and on behalf of the other Secured
Creditors) to enforce the Security granted under the Security Agreement with respect to the Covered Bond
Portfolio may be adversely affected.

All Loans that are Related Loans and more than 93% of the aggregate Current Balance of the Loans
in the Covered Bond Portfolio include waivers on the part of the Borrower in respect of any right of set-off
and Loans originated, advanced or renewed after July 1, 2014 will be required to include such waivers to be
included in the Covered Bond Portfolio. No Loan in the Covered Bond Portfolio includes an express right of
set-off in favour of any Borrower. The granting by any court of legal or equitable set-off in favour of
Borrowers in respect of Loans in the Covered Bond Portfolio which do not include an express waiver of set-
off may adversely affect the realizable value of the Covered Bond Portfolio and/or the ability of the Guarantor
LP to meet its obligations under the Covered Bond Guarantee and/or the ability of the Bond Trustee (for itself
and on behalf of the other Secured Creditors) to realize on the Covered Bond Portfolio under the Security
Agreement. However, Canadian dollar deposits of Borrowers with the Bank are currently insured up to
C$100,000, subject to certain exceptions, by Canada Deposit Insurance Corporation, a Canadian Crown
corporation, limiting the amount in respect of which a Borrower might be expected to claim set-off rights in
the event of a failure of the Issuer under the Canada Deposit Insurance Corporation Act (Canada).

Once notice has been given to the Borrowers of the sale, transfer and assignment of the Loans and
their Related Security to the Guarantor LP and of the interest of the Bond Trustee (for itself and on behalf of
the other Secured Creditors), legal set-off rights which a Borrower may have against the Seller, as applicable
(such as, for example, set-off rights associated with Borrowers holding deposits with the Seller), will
crystallise and further rights of legal set-off would cease to accrue from that date and no new rights of legal
set-off could be asserted following that notice. Set-off rights arising out of a transaction connected with the
Loan will not be affected by that notice and will continue to exist.

Further, for so long as notice of the sale, transfer and assignment of the Loans and their Related
Security has not been given to the Borrowers and legal title to the Mortgages has not been registered in the
appropriate land registry or land titles offices in the name of the Guarantor LP, the Seller will undertake for
the benefit of the Guarantor LP and the Secured Creditors that it will lend its name to, and take such other
steps as may be reasonably required by the Guarantor LP and/or the Bond Trustee in relation to, any legal
proceedings in respect of the Loans and their Related Security. The details of the Loans and their Related
Security will be provided to and held by the Custodian pursuant to the terms of the Custodial Agreement.

Limitations on recourse to the Seller may adversely affect the value of the Covered Bond Portfolio

A review of the Loans is required to be undertaken periodically by a third party on behalf of the Bank.
Material negative findings and conclusions of such review, including material issues raised by externally
prepared reports and opinions authorized or contracted for by the Bank, or any of its affiliates or the
Guarantor LP relating to the Covered Bond Portfolio, the Covered Bonds or the Programme and exceptions
identified in the report of such third party which the Bank considers material are required to be disclosed in
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the relevant Final Terms or Pricing Supplement in connection with each offering of Covered Bonds.
However, the Guarantor LP and the Bond Trustee have not undertaken and will not undertake any
investigations, searches or other actions on any Loan or its Related Security and have relied on and will
continue to rely instead on the Representations and Warranties given in the Mortgage Sale Agreement by
the Seller in respect of the Loans sold by it to the Guarantor LP.

If the Seller receives a notice from the Guarantor LP (or the Cash Manager on its behalf) that any
Loan and its Related Security assigned by the Seller to the Guarantor LP does not comply with any of the
Representations and Warranties made by the Seller as at the Transfer Date of that Loan and that such non-
compliance materially and adversely affects the interest in or value of the Loan, then the Seller will be
required to notify the Guarantor LP and the Bond Trustee as soon as reasonably practical after being notified
of the fact by the Cash Manager or the Asset Monitor and, upon receipt of a request to do the same from the
Guarantor LP, remedy the breach within 28 Business Days of receipt by it of the request.

If the Seller fails to remedy the breach of a Representation and Warranty within 28 Business Days of
such request, then the Seller will be required (but only prior to the occurrence of an Issuer Event of Default
and after the service of a Loan Repurchase Notice) to repurchase on or before the next following Calculation
Date (or such other date that may be agreed between the Guarantor and the Seller) the relevant Loan and
its Related Security and any other Loans secured or intended to be secured by the Related Security that are
included in the Covered Bond Portfolio, at the purchase price paid by the Guarantor LP for the relevant
Loan(s) and its or their Related Security, as the case may be, plus expenses as at the relevant repurchase
date, less any amounts received from the Borrower since the Transfer Date in respect of principal on such
Loan and the Related Security.

There can be no assurance that the Seller, in the future, will have the financial resources to
repurchase a Loan or Loans and its or their Related Security. There is no further recourse to the Seller in
respect of a breach of a Representation or Warranty.

The Guarantor LP and the Cash Manager will be affiliates of the Seller and, subject to the obligation of
the Bank to repurchase a Loan that does not meet the eligibility requirements under Part 1.1 of the National
Housing Act (Canada) and the Guide, there can be no assurance that they will require a Seller to repurchase
a Loan for breach of a Representation or Warranty.

5. Factors which are material for the purpose of assessing risks relating to the Covered Bonds

Covered bonds are not obligations of the Dealers or the Bond Trustee

The Covered Bonds will not represent an obligation or be the responsibility of any of the Dealers, the
Arranger, the Bond Trustee, or any other person involved in or associated with the Programme, or their
officers, directors, employees, security holders or incorporators, other than the Issuer and, after a Covered
Bond Activation Event, the Guarantor LP. The Issuer will be liable solely in its corporate capacity, the
Managing GP and Liquidation GP will be liable solely as general partners of the Guarantor LP in their
corporate capacity and the Limited Partner of the Guarantor LP will be liable in its corporate capacity solely
to the extent of its interests in the Guarantor LP, for their respective obligations in respect of the Covered
Bonds and the Covered Bond Guarantee, as applicable, and such obligations will not be the obligations of
any of their respective officers, directors, employees, security holders or incorporators, as the case may be.

Issuer liable to make payments when due on the Covered Bonds; no deposit insurance

The Issuer is liable to make payments when due on the Covered Bonds. The Covered Bonds
constitute deposit liabilities of the Issuer for purposes of the Bank Act (Canada), however they will not be
insured under the Canada Deposit Insurance Corporation Act (Canada), and will constitute legal, valid and
binding direct, unconditional, unsubordinated and unsecured obligations of the Issuer and rank pari passu
with all deposit liabilities of the Issuer without any preference among themselves and at least pari passu with
all other unsubordinated and unsecured obligations of the Issuer, present and future (except as otherwise
prescribed by law).

The Guarantor LP has no obligation to pay the Guaranteed Amounts payable under the Covered Bond
Guarantee until the occurrence of a Covered Bond Guarantee Activation Event. The occurrence of an Issuer
Event of Default does not constitute a Guarantor LP Event of Default. However, failure by the Guarantor LP
to pay amounts when Due for Payment under the Covered Bond Guarantee would constitute a Guarantor LP
Event of Default which would entitle the Bond Trustee to accelerate the obligations of the Issuer under the
Covered Bonds (if they have not already become due and payable) and the obligations of the Guarantor LP
under the Covered Bond Guarantee and entitle the Bond Trustee to enforce the Security.
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Guarantor LP only obliged to pay Guaranteed Amounts when the same are Due for Payment

Subsequent to a failure by the Issuer to make a payment in respect of one or more Series of Covered
Bonds, the Bond Trustee may, but is not obliged to, serve an Issuer Acceleration Notice on the Issuer and
Notice to Pay on the Guarantor LP (which would constitute a Covered Bond Guarantee Activation Event)
unless and until service of such Issuer Acceleration Notice is requested or directed, as applicable, by the
Holders of at least 25 per cent. of the aggregate Principal Amount Outstanding of the Covered Bonds then
outstanding as if they were a single Series or an Extraordinary Resolution of all the Holders of the Covered
Bonds. The Bond Trustee may determine that it is in the best interests of Holders of the Covered Bonds not
to serve an Issuer Acceleration Notice on the Issuer and Notice to Pay on the Guarantor LP (which would
constitute a Covered Bond Guarantee Activation Event) if, for example, the Bond Trustee concluded that the
Issuer Event of Default was the result of a system breakdown and was unlikely to occur again. See “Bond
Trustee’s powers may affect the interests of the Holders of the Covered Bonds”.

Because Covered Bonds have been and will be issued in registered form as Global Covered Bonds
through DTC in the case of U.S. Registered Covered Bonds or through DTC, CDS, Euroclear, Clearstream
and/or other clearing systems or financial institutions in the case of non-U.S. Registered Covered Bonds, it
may be more difficult to obtain an Extraordinary Resolution of all Holders of the Covered Bonds in the event
that the Bond Trustee determines not to issue an Issuer Acceleration Notice on the Bank and Notice to Pay
on the Guarantor LP (which would constitute a Covered Bond Guarantee Activation Event).

The Guarantor LP will not be obliged to pay Holders of the Covered Bonds any amounts which may be
payable in respect of the Covered Bonds until a Covered Bond Guarantee Activation Event has occurred.
Following a Covered Bond Guarantee Activation Event, the Guarantor LP will be obliged to pay Guaranteed
Amounts as and when the same are Due for Payment.

Payments by the Guarantor LP will be made subject to any applicable withholding or deduction and
the Guarantor LP will not be obliged to pay any additional amounts as a consequence. Prior to service on the
Guarantor LP of a Guarantor LP Acceleration Notice, the Guarantor LP will not be obliged to make any
payments in respect of broken funding indemnities, penalties, premiums, default interest or interest on
interest which may accrue on or in respect of the Covered Bonds. In addition, the Guarantor LP will not be
obliged at any time to make any payments in respect of additional amounts which would otherwise have
been payable by the Issuer.

Subject to any grace period, if the Guarantor LP fails to make a payment when Due for Payment under
the Covered Bond Guarantee or any other Guarantor LP Event of Default occurs, then the Bond Trustee may
accelerate the obligations of the Guarantor LP under the Covered Bond Guarantee by service of a Guarantor
LP Acceleration Notice, whereupon the Bond Trustee will have a claim under the Covered Bond Guarantee
for an amount equal to the Early Redemption Amount of each Covered Bond, together with accrued interest
and all other amounts then due under the Covered Bonds (other than additional amounts payable under
Condition 8 (Taxation)). In such circumstances, the Guarantor LP will not be obliged to gross up in respect of
any withholding or deduction which may be required in respect of any payment. Following service of a
Guarantor LP Acceleration Notice, the Bond Trustee may enforce the security granted under the Security
Agreement over the Covered Bond Portfolio. The proceeds of enforcement of the Security will be applied by
the Bond Trustee in accordance with the Post-Enforcement Priority of Payments in the Security Agreement,
and holders of the Covered Bonds will receive amounts from the Guarantor LP (if any) on an accelerated
basis.

The Issuer has issued and will issue other Covered Bonds that rank pari passu and are subject to
cross default with your Covered Bonds

Save in respect of the first Tranche of Covered Bonds issued under the Programme, Covered Bonds
issued under the Programme will either be fungible with an existing Series of Covered Bonds issued under
the Programme or have different terms from an existing Series of Covered Bonds (in which case they will
constitute a new Series).

All Covered Bonds issued from time to time will rank pari passu with each other in all respects and will
share in the security granted by the Guarantor LP under the Security Agreement. If an Issuer Event of
Default occurs in respect of a particular Series of Covered Bonds, the Covered Bonds of all Series
outstanding will, provided a Covered Bond Guarantee Activation Event has occurred, accelerate at the same
time against the Issuer and have the benefit of payments made by the Guarantor LP under the Covered
Bond Guarantee. In order to ensure that any further issue of Covered Bonds under the Programme does not
adversely affect holders of the Existing Covered Bonds:

. the Asset Coverage Test will be required to be met both before and after any further issue of
Covered Bonds; and
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. on or prior to the date of issue of any further Covered Bonds, the Issuer will be obliged to obtain
Rating Agency Confirmation.

Bond Trustee’'s powers may affect the interests of the holders of the Covered Bonds

In the exercise of its powers, trusts, authorities and discretions, the Bond Trustee will only have regard
to the interests of the holders of the Covered Bonds. In the exercise of its powers, trusts, authorities and
discretions, the Bond Trustee may not act on behalf of the Issuer.

If, in connection with the exercise of its powers, trusts, authorities or discretions, the Bond Trustee is of
the opinion that the interests of the holders of the Covered Bonds of any one or more Series would be
materially prejudiced thereby, the Bond Trustee will not exercise such power, trust, authority or discretion
without the approval by Extraordinary Resolution of such holders of the relevant Series of Covered Bonds
then outstanding or by a direction in writing of such holders of the Covered Bonds representing at least 25
per cent. of the Principal Amount Outstanding of Covered Bonds of the relevant Series then outstanding.

Extendable obligations under the Covered Bond Guarantee may delay payment of principal on the
Covered Bonds

Following the failure by the Issuer to pay the Final Redemption Amount of a Series of Covered Bonds
on their Final Maturity Date (subject to applicable grace periods) and if following the service of a Notice to
Pay on the Guarantor LP (by no later than the date which falls one Business Day prior to the Extension
Determination Date), the Guarantor LP has insufficient moneys available in accordance with the Guarantee
Priority of Payments for the payment of the Guaranteed Amounts corresponding to the Final Redemption
Amount in respect of such Series of the Covered Bonds in full, then the payment of such Guaranteed
Amounts may be automatically deferred for payment until the applicable Extended Due for Payment Date
(where the relevant Series of Covered Bonds are subject to an Extended Due for Payment Date, which will
be the case unless amendments are made to the Guarantor LP Agreement) and interest will continue to
accrue and be payable on the unpaid amount, at a Rate of Interest (in the same manner as the Rate of
Interest for Floating Rate Covered Bonds). To the extent that a Notice to Pay has been served on the
Guarantor LP and the Guarantor LP has sufficient time and sufficient moneys to pay in part the Guaranteed
Amounts corresponding to the relevant Final Redemption Amount in respect of such Covered Bonds, the
Guarantor LP will make such partial payment on any Interest Payment Date up to and including the relevant
Extended Due for Payment Date in accordance with the Priorities of Payment and the Guarantor LP will pay
Guaranteed Amounts constituting Scheduled Interest on each Original Due for Payment Date and the
Extended Due for Payment Date and any unpaid amounts in respect thereof shall be due and payable on the
Extended Due for Payment Date. The Issuer is not required to notify Covered Bondholders of such deferral.
This will occur (subject to no Guarantor LP Event of Default having occurred) if the Final Terms or Pricing
Supplement for a relevant Series of Covered Bonds provides that such Covered Bonds are subject to an
Extended Due for Payment Date which, as noted above, will be the case unless amendments are made to
the Guarantor LP Agreement.

Where an Extended Due for Payment Date is specified in the Final Terms or Pricing Supplement, the
Extended Due for Payment Date (unless otherwise specified in such Final Terms or Pricing Supplement) will
fall one year after the Final Maturity Date and the Guarantor LP will pay Guaranteed Amounts constituting
Scheduled Interest on each Original Due for Payment Date and the Extended Due for Payment Date and
any unpaid amounts in respect thereof shall be due and payable on the Extended Due for Payment Date. In
these circumstances, except where the Guarantor LP has failed to apply money in accordance with the
Priorities of Payment, failure by the Guarantor LP to meet its obligations in respect of the Final Redemption
Amount on the Final Maturity Date (or such later date within any applicable grace period) will not constitute a
Guarantor LP Event of Default. However, failure by the Guarantor LP to pay Guaranteed Amounts
corresponding to the Final Redemption Amount or the balance thereof, as the case may be, on the Extended
Due for Payment Date and/or pay Guaranteed Amounts constituting Scheduled Interest on any Original Due
for Payment Date or the Extended Due for Payment Date will (subject to any applicable grace period) be a
Guarantor LP Event of Default.

Modification and Waivers; The Bond Trustee may agree to modifications to the Transaction
Documents without, respectively, the holders of the Covered Bonds’ or Secured Creditors’ prior
consent; Rating Agency Confirmation

The Conditions of the Covered Bonds contain provisions for calling meetings of Holders of Covered
Bonds to consider matters affecting their interest generally. These provisions permit defined majorities to
bind (and to modify or waive certain Conditions of the Covered Bonds or covenants and agreements made
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by the Issuer) all Holders of Covered Bonds including Holders of Covered Bonds who do not attend and vote
at the relevant meeting and Holders of Covered Bonds who voted in a manner contrary to the majority.

Pursuant to the terms of the Trust Deed, the Bond Trustee may also, without the consent or sanction
of any of the Holders of the Covered Bonds or any of the other Secured Creditors, concur with the Guarantor
LP and the Issuer in making or sanctioning any modification to the Transaction Documents:

. provided that the Bond Trustee is of the opinion that such modification will not be materially
prejudicial to the interest of any of the Holders of the Covered Bonds of any Series; or

. which in the opinion of the Bond Trustee are made to correct a manifest error or are of a formal,
minor or technical nature or are made to comply with mandatory provisions of law.

Pursuant to the terms of the Trust Deed, the Bond Trustee may, without the consent or sanction of any
of the holders of the Covered Bonds or any of the other Secured Creditors, grant any authorization or waiver
of (on such terms and conditions (if any) as shall seem expedient to it) any proposed or actual breach of any
of the covenants contained in the Trust Deed, the Security Agreement or any of the other Transaction
Documents, provided that the Bond Trustee is of the opinion that such waiver or authorization will not be
materially prejudicial to the interest of any of the holders of the Covered Bonds of any Series.

Pursuant to the terms of the Transaction Documents certain conditions, actions and steps under or
with respect to the Transaction Documents require Rating Agency Confirmation. Certain Rating Agencies
have issued policies or commented that such Rating Agencies do not provide consent to or approval of
changes or amendments to the transaction documents or structure and that such Rating Agencies are not
bound by the provisions of transaction documents in programmes for which they provide ratings. As a result
of such policies and comments, a formal written or published response from the Rating Agencies with
respect to the granting of Rating Agency Confirmation or confirming that such Rating Agencies do not
consider such confirmation or response necessary in the circumstances (which would also satisfy such
requirement) may not be forthcoming despite such condition, action or step being in the best interest of
Covered Bondholders. In these circumstances, the Issuer may in the future be restricted from taking such
conditions, actions or steps in a timely manner.

Notwithstanding any other provision of the Trust Deed, the right of any holder of a Covered Bond to
receive payment of principal and interest on the Covered Bond, on or after the respective due dates
expressed in the Covered Bond, or to bring suit for the enforcement of any such payment on or after such
respective due dates, shall not be impaired or affected without the consent of the holder.

Certain decisions of Holders of the Covered Bonds taken at the Programme level could affect the
ability of any particular Series of Covered Bonds to control the vote

Any Extraordinary Resolution to direct the Bond Trustee to serve an Issuer Acceleration Notice
following an Issuer Event of Default, to direct the Bond Trustee to serve a Guarantor LP Acceleration Notice
following a Guarantor LP Event of Default and any direction to the Bond Trustee to take any enforcement
action must be passed at a single meeting of the Holders of all Covered Bonds of all Series then
outstanding. In the event that there is more than one Series of Covered Bonds outstanding, the Holders of
the Covered Bonds of any particular Series may not have sufficient votes to control any matter voted on at a
single meeting of the Holders of all Covered Bonds of all Series outstanding.

Changes in law could adversely affect the ability of the Issuer and the Guarantor LP to meet their
respective obligations

The structure of the issue of the Covered Bonds and the ratings which are to be assigned to them are
based on the laws of Ontario and the laws of Canada applicable therein, and in the case of the Swap
Agreements the laws of England, including federal banking, bankruptcy and income tax laws in effect as at
the date of this document. No assurance can be given as to the impact of any possible judicial decision or
change to such laws or administrative practice, including the applicable laws, regulations and policies with
respect to the issuance of covered bonds, the Covered Bonds themselves or the bankruptcy and
receivership of the Issuer or the Guarantor LP after the date of this document and before or after the date on
which the Covered Bonds are issued, nor can any assurance be given as to whether any such change could
adversely affect the ability of the Issuer to meet its obligations in respect of the Covered Bonds or the
Guarantor LP to meet its obligations under the Covered Bond Guarantee. Any such change could materially
adversely impact the value of any Covered Bonds affected by it.
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Suspension of the Bank’s ability to issue covered bonds under Part 1.1 of the National Housing Act
(Canada) and the Guide could negatively impact the Covered Bonds

On July 3, 2013, the Bank was accepted as a registered issuer under Part I.1 of the National Housing
Act (Canada) and the Guide by CMHC in accordance with their terms and on July 3, 2013, the Programme
was registered as a registered program under Part I.1 of the National Housing Act (Canada) and the Guide.
All outstanding covered bonds issued under the Programme are and these Covered Bonds will be registered
Covered Bonds under Part 1.1 of the National Housing Act (Canada) and the Guide.

Part 1.1 of the National Housing Act (Canada) and the Guide impose certain ongoing obligations on
both the Bank and the Guarantor LP and permit CMHC to take certain actions in respect of the Bank. There
is a risk that suspending the right of the Bank to issue Covered Bonds under the Programme or any non-
compliance with a direction from CMHC may negatively impact the Covered Bonds, including the
performance of the covered bonds. However, pursuant to Condition 7.1(b), non-compliance by the Bank with
Part 1.1 of the National Housing Act (Canada) or the Guide will not constitute an Issuer Event of Default.

With respect to the risks referred to above, see also “Description of the Canadian Regulated Covered
Bond Regime”, below, for further details.

Investors who purchase Bearer Covered Bonds in denominations that are not an integral multiple of
the Specified Denomination may be adversely affected if definitive Bearer Covered Bonds are
subsequently to be issued

In relation to any issue of Covered Bonds which has denominations consisting of a minimum Specified
Denomination plus one or more higher integral multiples of another smaller amount, it is possible that trades
of the Covered Bonds settled in the clearing systems may be in amounts that are not integral multiples of
such minimum Specified Denomination. In such a case, a Holder who, as a result of trading such amounts,
holds an amount which is less than the minimum Specified Denomination in its account with the relevant
clearing system at the relevant time may not receive a definitive Covered Bond in respect of such holding
(should definitive Covered Bonds be provided) and would need to purchase or sell a principal amount of
Covered Bonds such that its holding amounts to a Specified Denomination before definitive Covered Bonds
are issued to such Holder.

If such Covered Bonds are issued in definitive form, Holders should be aware that definitive Bearer
Covered Bonds which have a denomination that is not an integral multiple of the minimum Specified
Denomination may be illiquid and difficult to trade.

Credit ratings assigned to the Covered Bonds might not reflect all potential issues and any Rating
Agency may lower its rating, withdraw its rating or place the rating on negative watch

The ratings assigned to the Covered Bonds address with respect to Fitch and S&P:

. the likelihood of full and timely payment to holders of the Covered Bonds of all payments of
interest on each Interest Payment Date; and

. the likelihood of ultimate payment of principal in relation to Covered Bonds on: (i) the Final
Maturity Date thereof; or (ii) if the Covered Bonds are subject to an Extended Due for Payment
Date in respect of the Covered Bond Guarantee in accordance with the applicable Final Terms
or Pricing Supplement, on the Extended Due for Payment Date thereof.

With respect to Moody’s, the ratings assigned to the Covered Bonds address the expected loss posed
to investors.

With respect to DBRS, the ratings assigned to the Covered Bonds addresses the risk of default on the
Covered Bonds.

Any Rating Agency may lower its rating or withdraw its rating or place the rating on negative watch if,
in the sole judgment of the Rating Agency, the credit quality of the Covered Bonds has declined or is in
question. If any rating assigned to the Covered Bonds is lowered or withdrawn or placed on negative watch,
the market value of the Covered Bonds may be reduced. The rating assigned to the Covered Bonds may not
reflect the potential of all risks related to structure, market, additional and other factors discussed herein and
other factors that may affect the value of the Covered Bonds. A security rating is not a recommendation to
buy, sell or hold securities and may be subject to revision, suspension or withdrawal at any time.

In general, European regulated investors are restricted under the CRA Regulation from using credit
ratings for regulatory purposes, unless such credit ratings are issued by a credit rating agency established in the
EU and registered under the CRA Regulation (and such registration has not been withdrawn or suspended),
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subject to transitional provisions that apply in certain circumstances whilst the registration application is pending.
Such general restriction will also apply in the case of credit ratings issued by non-EU credit rating agencies,
unless the relevant credit ratings are endorsed by an EU-registered credit rating agency or the relevant non-EU
rating agency is certified in accordance with the CRA Regulation (and such endorsement action or certification,
as the case may be, has not been withdrawn or suspended). The list of registered and certified rating agencies
published by ESMA on its website in accordance with the CRA Regulation is not conclusive evidence of the
status of the relevant rating agency included in such list, as there may be delays between certain supervisory
measures being taken against a relevant rating agency and the publication of the updated ESMA list. Certain
information with respect to the credit rating agencies and credit ratings is disclosed on the cover hereof and
on page 6 under “Credit Ratings”.

Implementation of and/or changes to the Basel Il framework may affect the capital requirements
and/or the liquidity associated with a holding of the Covered Bonds for certain investors

In 1988, the Basel Committee on Banking Supervision (the Basel Committee) adopted capital
guidelines that explicitly link the relationship between a bank's capital and its credit risks. In June 2006 the
Basel Committee finalised and published new risk-adjusted capital guidelines (Basel Il). Basel Il includes the
application of risk-weighting which depends upon, amongst other factors, the external or, in some
circumstances and subject to approval of supervisory authorities, internal credit rating of the counterparty.
The revised requirements also include all allocation of risk capital in relation to operational risk and
supervisory review of the process of evaluating risk measurement and capital ratios.

Basel Il has not been fully implemented in all participating jurisdictions. The implementation of the
framework in relevant jurisdictions may affect the risk-weighting of the Covered Bonds for investors who are
or may become subject to capital adequacy requirements that follow the framework. The Basel Il framework
is implemented in the European Union by Directive 2006/48/EC and Directive 2006/49/EC (the Capital
Requirements Directive).

It should also be noted that the Basel Committee has approved significant changes to the Basel Il
framework (such changes being commonly referred to as "Basel Ill"), and on 1 June 2011 issued its final
capital guidance. The accompanying liquidity standards have subsequently been revised and a further
version was issued on 7 January 2013. The final standards envisage a substantial strengthening of existing
capital rules, including new capital and liquidity requirements intended to reinforce capital standards and to
establish minimum liquidity standards and a minimum leverage ratio for financial institutions. In particular, the
changes include, amongst other things, new requirements for the capital base, measures to strengthen the
capital requirements for counterparty credit exposures arising from certain transactions and the introduction
of a leverage ratio as well as short-term and longer-term standards for funding liquidity (referred to as the
Liquidity Coverage Ratio and the Net Stable Funding Ratio). Member countries will be required to
implement the new capital standards from January 2013, the new Liquidity Coverage Ratio from January
2015 and the Net Stable Funding Ratio from January 2018. The Basel Committee is also considering
introducing additional capital requirements for systemically important institutions from 2016. The changes
approved by the Basel Committee may have an impact on the capital requirements in respect of the Covered
Bonds and/or on incentives to hold the Covered Bonds for investors that are subject to requirements that
follow the revised framework and, as a result, they may affect the liquidity and/or value of the Covered
Bonds.

The European authorities support the work of the Basel Committee on the approved changes in
general and, on 26 March 2013, the European authorities agreed the texts of a legislative package of
proposals (known as CRD 1V) to implement the changes through the replacement of the existing Capital
Requirements Directive with a new Directive and Regulation. As with Basel Ill, the proposals were expected
to enter into force in January 2013, with full implementation by January 2019. It is likely that implementation
of CRD IV will be on 1 January 2014.

In general, investors should consult their own advisers as to the regulatory capital requirements in
respect of the Covered Bonds and as to the consequences for and effect on them of any changes to the
Basel Il framework (including the Basel Ill changes described above) and the relevant implementing
measures. No predictions can be made as to the precise effects of such matters on any investor or
otherwise.

Risks related to the structure of a particular issue of Covered Bonds

A range of Covered Bonds may be issued under the Programme. A number of these Covered Bonds
may have features which contain particular risks for potential investors. Set out below is a description of such
risks:
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Covered Bonds subject to optional redemption by the Issuer

An optional redemption feature of Covered Bonds is likely to limit their market value. During any period
when the Issuer may elect to redeem Covered Bonds, the market value of those Covered Bonds generally
will not rise substantially above the price at which they can be redeemed. This also may be true prior to any
redemption period.

The Issuer may be expected to redeem Covered Bonds if the Issuer has a right of redemption in
respect of the relevant Tranche or Series of Covered Bonds when its cost of borrowing is lower than the
interest rate on the Covered Bonds. At those times, an investor generally would not be able to reinvest the
redemption proceeds at an effective interest rate as high as the interest rate on the Covered Bonds being
redeemed and may only be able to do so at a significantly lower rate. Potential investors should consider
reinvestment risk in light of other investments available at that time.

The value of Fixed Rate Covered Bonds may be adversely affected by movements in market interest rates

Investment in Fixed Rate Covered Bonds involves the risk that if market interest rates subsequently
increase above the rate paid on the Fixed Rate Covered Bonds, this will adversely affect the value of the
Covered Bonds concerned.

Covered Bonds with a rate of interest that may change

If the interest rate on the Covered Bonds can convert from one interest rate basis to another during the
life of the Covered Bonds, including where such conversion is at the option of the Issuer, this may affect the
secondary market and the market value of the Covered Bonds concerned, in particular if the conversion arises at
a time when the new rate produces a lower overall cost of borrowing for the Issuer.

If the Issuer has the ability to convert the interest rate, the Issuer will be expected to convert the rate when
it is likely to produce a lower overall cost of borrowing. For example if the Issuer converts from a fixed rate to a
floating rate, the spread on the Covered Bonds may be less favourable than then prevailing spreads on
comparable floating rate Covered Bonds tied to the same reference rate(s). In addition, the new floating rate at
any time may be lower than the rates on other Covered Bonds. If the Issuer converts from a floating rate to a
fixed rate, the fixed rate may be lower than then prevailing market rates on its Covered Bonds.

Registered Global Covered Bonds

The laws of some jurisdictions require that certain persons take physical delivery of securities in
definitive form. Consequently, the ability to transfer Covered Bonds represented by a Registered Global
Covered Bond to such persons may depend upon the ability to exchange such Covered Bonds for Covered
Bonds in definitive form. Similarly, because certain clearing systems can only act on behalf of direct
participants in such clearing systems who in turn act on behalf of Indirect Participants, the ability of a person
having an interest in Covered Bonds represented by a Registered Global Covered Bond accepted by such
clearing systems to pledge such Covered Bonds to persons or entities that do not participate in such clearing
systems or otherwise take action in respect of such Covered Bonds may depend upon the ability to
exchange such Covered Bonds for Covered Bonds in definitive form.

Covered bonds that bear interest at rates based on LIBOR and/or EURIBOR may be adversely affected by a
change in the Bank’s inter-bank lending rate reporting practices or the method in which LIBOR and/or
EURIBOR is determined

Regulators and law enforcement agencies from a number of governments have been conducting
investigations relating to the calculation of the London inter-bank lending rate (“LIBOR”) across a range of
maturities and currencies, and certain financial institutions that are member banks surveyed by the British
Bankers’ Association (the “BBA”) in setting daily LIBOR have entered into agreements with the U.S.
Department of Justice, the U.S. Commodity Futures Trading Commission and/or the Financial Services
Authority in order to resolve the investigations. In addition, in September 2012, the U.K. government
published the results of its review of LIBOR, which is referred to as the “Wheatley Review”. The Wheatley
Review made a number of recommendations for changes with respect to LIBOR, including the introduction of
statutory regulation of LIBOR, the transfer of responsibility for LIBOR from the BBA to an independent
administrator, changes to the method of compilation of lending rates, new regulatory oversight and
enforcement mechanisms for rate-setting and the corroboration of LIBOR, as far as possible, by
transactional data. Based on the Wheatley Review, on March 25, 2013, final rules for the regulation and
supervision of LIBOR by the Financial Conduct Authority (the “FCA”) were published (the “FCA Rules”). In
particular, the FCA Rules include requirements that (1) an independent LIBOR administrator monitor and
survey LIBOR submissions to identify breaches of practice standards and/or potentially manipulative
behaviour, and (2) firms submitting data to LIBOR establish and maintain a clear conflicts of interest policy
and appropriate systems and controls. The FCA Rules took effect on April 2, 2013. It is anticipated that a
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reform of EURIBOR will be implemented also, which may (but will not necessarily) be similar. Accordingly,
EURIBOR calculation and publication could be altered, suspended or discontinued.

It is not possible to predict the effect of changes in the methods pursuant to which the LIBOR and/or
EURIBOR rates are determined, any other reforms to LIBOR and/or EURIBOR that will be enacted in the
U.K. and elsewhere, and any actions taken by any new administrator of LIBOR and/or EURIBOR that may
be appointed, each of which may adversely affect the trading market for LIBOR and/or EURIBOR-based
securities, including any Covered Bonds that bear interest at rates based on LIBOR and/or EURIBOR. Any
such changes or reforms in the method pursuant to which the LIBOR and/or EURIBOR rates are determined
or actions taken by any new administrator of LIBOR and/or EURIBOR may result in a sudden or prolonged
increase or decrease in the reported LIBOR and/or EURIBOR rates. If that were to occur and to the extent
that the value of any Ccovered Bonds that bear interest at rates based on LIBOR and/or EURIBOR is
affected by reported LIBOR and/or EURIBOR rates, the amount of interest payable under and the value of
such Covered Bonds may be affected.

Further, uncertainty as to the extent and manner in which the Wheatley Review recommendations with
respect to LIBOR will continue to be adopted and the timing of such changes may adversely affect the
current trading market for LIBOR-based securities and the value of any Covered Bonds that bear interest at
rates based on LIBOR.

Covered Bonds issued at a substantial discount or premium may experience significant price volatility

The issue price of Covered Bonds specified in the applicable Final Terms or Pricing Supplement may
be more than the market value of such Covered Bonds as of the Issue Date, and the price, if any at which a
Dealer or any other person is willing to purchase the Covered Bonds in secondary market transactions may
be lower than the issue price.

The market values of Covered Bonds issued at a substantial discount or premium to their principal
amount tend to fluctuate more in relation to general changes in interest rates than do prices for conventional
interest-bearing Covered Bonds. Generally, the longer the remaining term of the Covered Bonds, the greater
the price volatility as compared to conventional interest-bearing Covered Bonds with comparable maturities.

Canadian usury laws

The Criminal Code (Canada) prohibits the receipt of “interest” at a “criminal rate” (namely, an effective
annual rate of interest that exceeds 60 per cent.). Accordingly, the provisions for the payment of interest or a
redemption amount in excess of the aggregate principal amount of the Covered Bonds may not be
enforceable if the provision provides for the payment of “interest” in excess of an effective annual rate of
interest of 60 per cent.

Bearer Covered Bonds in NGCB form and Registered Global Covered Bonds held under the NSS

Bearer Covered Bonds in NGCB form and Registered Global Covered Bonds held under the NSS
allow for the possibility of Covered Bonds being issued and held in a manner which will permit them to be
recognized as eligible collateral for monetary policy of the central banking system for the euro (the
“Eurosystem”) and intra-day credit operations by the Eurosystem either upon issue or at any or all times
during their life. However, in any particular case, such recognition will depend upon satisfaction of the
Eurosystem eligibility criteria at the relevant time. Investors should make their own assessment as to whether
the Covered Bonds meet such Eurosystem eligibility criteria.

6. Factors which are material for the purposes of assessing the risks relating to the Issuer’s and
the Guarantor LP’s legal and regulatory situation

Bankruptcy and Insolvency Risk

The assignments of the Loans and their Related Security from the Seller to the Guarantor LP pursuant
to the terms of the Mortgage Sale Agreement are intended by the Seller and the Guarantor LP to be and
have been documented as sales. If the Seller or the Guarantor LP were to become bankrupt or otherwise
subject to insolvency and/or restructuring proceedings, the Superintendent of Financial Institutions (the
“Superintendent”) appointed pursuant to the Office of the Superintendent of Financial Institutions Act
(Canada), or other stakeholders of the Seller, could attempt to re-characterize the sale of the Loans and their
Related Security as a loan from the Guarantor LP to the Seller secured by the Loans and their Related
Security or to consolidate the assets of the Seller with the assets of the Guarantor LP. In this regard, the
Transaction Documents contain restrictions on the Seller and the Guarantor LP intended to reduce the
possibility that a Canadian court would order consolidation of the assets and liabilities of the Seller and the
Guarantor LP given, among other things, current jurisprudence on the matter. Further, Part 1.1 of the National
Housing Act (Canada) contains provisions relating to bankruptcy and insolvency protection which limit this
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risk, however, this legislative provision has yet to be tested in the courts. Nonetheless, any attempt to
consolidate the assets of the Seller with the assets of the Guarantor LP, even if unsuccessful, could result in
a delay or potential reduction of collections on the Loans and their Related Security available to the
Guarantor LP to meet its obligations under the Covered Bond Guarantee.

The ability of the Bond Trustee (for itself and on behalf of the other Secured Creditors) to enforce the
security granted to it pursuant to the terms of the Security Agreement is subject to the bankruptcy and
insolvency laws of Canada. The Bankruptcy and Insolvency Act (Canada) (“BIA”) and the Companies’
Creditors Arrangement Act (Canada) (“CCAA”) both provide regimes pursuant to which debtor companies
are entitled to seek temporary relief from their creditors. Canadian jurisprudence makes it clear that both the
BIA and the CCAA apply to limited partnerships. Further, it is a possibility that the Superintendent would take
the view that it could appoint a receiver over the Guarantor LP pursuant to the Bank Act (Canada) or that any
winding-up of the Guarantor LP should take place under the Winding-up and Restructuring Act (Canada)
(“WURA”).

If the Guarantor LP voluntarily or involuntarily becomes subject to insolvency or winding-up
proceedings including pursuant to the BIA, the CCAA or the WURA or if a receiver is appointed over the
Issuer pursuant to the Bank Act (Canada), it may delay or otherwise impair any realization by the Bond
Trustee (for itself and on behalf of the other Secured Creditors) under the Covered Bond Guarantee and/or
the Security Agreement. Part .1 of the National Housing Act (Canada) contains provisions relating to
bankruptcy and insolvency protection which limit this risk, however, such legislative provisions have yet to be
tested in the courts.

Remedial Powers of the Superintendent under the Bank Act

The Superintendent, under Section 645(1) of the Bank Act (Canada), has the power, where in the
opinion of the Superintendent a person, a bank, or a person with respect to a bank, is committing, or is about
to commit, an act that is an unsafe or unsound practice in conducting the business of the bank, or is pursuing
or is about to pursue any course of conduct that is an unsafe or unsound practice in conducting the business
of the bank, to direct the person or bank, as the case may be, to cease or refrain from committing the act or
pursuing the course of conduct and to perform such acts as in the opinion of the Superintendent are
necessary to remedy the situation.

Although the above remedial power exists, OSF| has approved the issuance of covered bonds by
Canadian federal deposit taking institutions, provided certain conditions are met (see “Description of the
Canadian Regulated Covered Bond Regime”).

Regulatory Changes could adversely affect the ability of the Guarantor LP to dispose of the Covered
Bond Portfolio and could lead to the terms of some Loans being unenforceable

No assurance can be given that additional regulations or guidance from OSFI, Canadian Deposit
Insurance Corporation, CMHC or any other regulatory authority will not arise with regard to the mortgage
market in Canada generally, the Seller's or Guarantor LP’s particular sector in that market or specifically in
relation to the Seller or the Guarantor LP. Any such action or developments may have a material adverse
effect on the Seller, and/or the Guarantor LP and their respective businesses and operations. Such
regulatory changes may adversely affect the ability of the Guarantor LP to dispose of the Covered Bond
Portfolio or any part thereof in a timely manner and/ or the realizable value of the Covered Bond Portfolio or
any part thereof and accordingly affect the ability of the Issuer and (following the occurrence of a Covered
Bond Guarantee Activation Event) the Guarantor LP, respectively, to meet their obligations under the
Covered Bonds in the case of the Issuer and the Covered Bond Guarantee in the case of the Guarantor LP.

Possible regulatory changes by OSFI and other regulatory authorities could lead to some terms of the
Loans being unenforceable. This could result in such Loans being modified to comply with the regulatory
changes. Changes in regulations also may adversely affect the ability of the Guarantor LP to dispose of the
Covered Bond Portfolio or any part thereof in a timely manner and/ or the realizable value of the Covered
Bond Portfolio. No assurance can be given that additional regulations or guidance from OSFI, Canadian
Deposit Insurance Corporation or any other regulatory authority will not arise with regard to the mortgage
market in Canada generally
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7. Risks related to the market generally

An active secondary market in respect of the Covered Bonds may never be established or may be
illiquid and this would adversely affect the value at which an investor could sell their Covered Bonds

Covered Bonds may have no established trading market when issued, and one may never develop. If
a market does develop, it may not be very liquid. Therefore, investors may not be able to sell their Covered
Bonds easily or at prices that will provide them with a yield comparable to similar investments that have a
developed liquid secondary market. This is particularly the case for Covered Bonds that are especially
sensitive to interest rate, currency or market risks, or are designed for specific investment objectives or
strategies or have been structured to meet the investment requirements of limited categories of investors or
for Covered Bonds the outstanding number of which is very low. These types of Covered Bonds generally
would have a more limited secondary market and more price volatility than conventional debt securities.
Accordingly, investors must be prepared to hold the Covered Bonds to maturity.

Absence of secondary market; lack of liquidity

There is not, at present, an active and liquid secondary market for the Covered Bonds, and there can
be no assurance that a secondary market for the Covered Bonds will develop. If a secondary market does
develop, it may not continue for the life of the Covered Bonds or it may not provide holders of the Covered
Bonds with liquidity of investment with the result that a holder of the Covered Bonds may not be able to find a
buyer to buy its Covered Bonds readily or at prices that will enable the holder of the Covered Bonds to
realize a desired yield.

The Covered Bonds have not been, and will not be, registered under the Securities Act or any other
applicable securities laws and are subject to certain restrictions on the resale and other transfer thereof as
set forth under “Subscription and Sale and Transfer and Selling Restrictions”. If a secondary market does
develop, it may not continue for the life of the Covered Bonds or it may not provide holders of the Covered
Bonds with liquidity of investment with the result that a holder of the Covered Bonds may not be able to find a
buyer to buy its Covered Bonds readily or at prices that will enable the holder of the Covered Bonds to
realize a desired yield. To the extent that an issue of Covered Bonds is or becomes illiquid, an investor may
have to exercise or wait until redemption of such Covered Bonds, as applicable, to realise greater value than
their trading value.

Market value of Covered Bonds

The market value of an issue of Covered Bonds will be affected by the following factors, which are
independent of the creditworthiness of the Issuer:

i) market interest and yield rates;

i) fluctuations in exchange rates;

(
(
(iii) liquidity of the Covered Bonds in the secondary market;
(iv) the time remaining to any maturity date; and

(

V) economic, financial and political events in one or more jurisdictions, including factors affecting capital
markets generally.

The price at which a Holder will be able to sell any Covered Bonds prior to maturity or redemption
may be at a discount, which could be substantial, to the market value of such Covered Bonds on the issue
date.

No obligation to maintain listing

The Issuer is not under any obligation to Holders to maintain any listing of Covered Bonds and may, in
its sole discretion, determine that it is unduly burdensome to maintain such listing and seek to terminate the
listing of such Covered Bonds provided it uses all reasonable efforts to seek an alternative admission to
listing, trading and/or quotation of such Covered Bonds by another listing authority, securities exchange
and/or quotation system that it deems appropriate (including a market which is not a regulated market for the
purposes of the Markets in Financial Instruments Directive or a market outside the EEA). However, if such
alternative listing is not available or, in the opinion of the Issuer is impractical or unduly burdensome, an
alternative listing may not be obtained.

Although there is no assurance as to the liquidity of any Covered Bonds as a result of the listing on a
regulated market for the purposes of the Markets in Financial Instruments Directive in the European
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Economic Area or any other market, delisting such Covered Bonds may have a material affect on an
investor’s ability to (i) continue to hold such Covered Bonds or (ii) resell the Covered Bonds in the secondary
market.

The Covered Bonds may be subject to withholding taxes in circumstances where the Issuer is
not obliged to make gross up payments and this would result in Holders receiving less interest than
expected and could significantly adversely affect their return on the Covered Bonds.

Withholding under the EU Savings Tax Directive

Under EC Council Directive 2003/48/EC on the taxation of savings income (the “Savings Tax
Directive”), Member States are required to provide to the tax authorities of another Member State details of
payments of interest (or similar income) paid by a person within its jurisdiction to, or collected by a person
for, an individual resident in that other Member State or to certain limited types of entity established in that
other Member State. However, for a transitional period, Austria and Luxembourg are instead required (unless
during that period they elect otherwise) to operate a withholding system in relation to such payments
deducting tax at rates rising over time to 35%. The transitional period is to terminate at the end of the first full
fiscal year following agreement by certain non-EU countries to the exchange of information related to such
payments. A number of non-EU countries and territories, including Switzerland, have agreed to adopt similar
measures (a withholding system in the case of Switzerland).

In April 2013, the Luxembourg Government announced its intention to abolish the withholding system
described above with effect from January 1, 2015, in favour of automatic information exchange.

The European Commission has proposed certain amendments to the savings Tax Directive; which
may, if implemented, amend and broaden the scope of the requirements described above. Any changes
could apply to Covered Bonds that have already been issued at the date of the amendment of the Savings
Tax Directive.

If a payment to an individual were to be made or collected through a Member State (or any non-EU
country or territory which has adopted similar measures in order to conform to the Savings Tax Directive)
which has opted for a withholding system and an amount of, or in respect of, tax were to be withheld from
that payment, neither the Issuer nor any Paying Agent (as defined in the Conditions) nor any other person
would be obliged to pay additional amounts with respect to any Covered Bonds as a result of the imposition
of such withholding tax. The Issuer has agreed to maintain a Paying Agent in a Member State that is not
obliged to withhold or deduct tax pursuant to such Savings Tax Directive.

U.S. Foreign Account Tax Compliance Withholding may affect payments on the Covered Bonds

The U.S. "Foreign Account Tax Compliance Act" (or "FATCA") imposes a new reporting regime and,
potentially, a 30% withholding tax with respect to (i) certain payments from sources within the United States,
(i) "foreign passthru payments" made to certain non-U.S. financial institutions that do not comply with this
new reporting regime, and (iii) payments to certain investors that do not provide identification information with
respect to interests issued by a participating non-U.S. financial institution. The Issuer may be classified as a
financial institution for these purposes. If an amount in respect of such withholding tax were to be deducted
or withheld from interest, principal or other payments made in respect of the Covered Bonds, neither the
Issuer nor any paying agent nor any other person would, pursuant to the conditions of the Covered Bonds,
be required to pay additional amounts as a result of the deduction or withholding. As a result, investors may
receive less interest or principal than expected. Prospective investors should refer to the section "Taxation —
Foreign Account Tax Compliance Act".

Market perceptions concerning the instability of the euro, the potential re-introduction of individual
currencies within the Euro-zone, or the potential dissolution of the euro entirely, could adversely affect
the value of the Covered Bonds

As a result of the credit crisis in Europe, in particular in Greece, ltaly, Ireland, Portugal and Spain, the
European Commission created the European Financial Stability Facility (the “EFSF”) and the European
Financial Stability Mechanism (the “EFSM”) to provide funding to Euro-zone countries in financial difficulties
that seek such support. In March 2011, the European Council agreed on the need for Euro-zone countries to
establish a permanent stability mechanism, the European Stability Mechanism, which will be activated by
mutual agreement, to assume the role of the EFSF and the EFSM in proving external financial assistance to
Euro-zone countries after June 2013. Despite these measures, concerns persist regarding the debt burden
of certain Euro-zone countries and their ability to meet future financial obligations, the overall stability of the
euro and the suitability of the euro as a single currency given the diverse economic and political
circumstances in individual Member States. These and other concerns could lead to the re-introduction of
individual currencies in one or more Member States, or, in more extreme circumstances, the possible
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dissolution of the euro entirely. Should the euro dissolve entirely, the legal and contractual consequences for
holders of euro-denominated obligations would be determined by laws in effect at such time. These potential
developments, or market perceptions concerning these and related issues, could adversely affect the value
of the Covered Bonds.

The Issuer will act in its own interest in connection with the Programme, and such actions may not
be in the best interests of and may be detrimental to the Holders of Covered Bonds

The Issuer has a number of roles pursuant to the Programme, in particular, the roles of Issuer, Seller,
Servicer, Cash Manager, counterparty under the Swap Agreements, and Limited Partner. In respect of the
Programme, the Bank will act in its own interest subject to compliance with the Transaction Documents.
Such actions by the Issuer may not be in the best interests of and may be detrimental to the holders of the
Covered Bonds. Subject to compliance with the Transaction Documents, the Issuer may act in its own
interest without incurring any liability to the holders of any Series or Tranche of Covered Bonds.
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DOCUMENTS INCORPORATED BY REFERENCE

The following documents which have previously been published by the Issuer or are published
simultaneously with this document and as at the date of this document have been approved by or filed with
the Financial Conduct Authority (or its predecessor the Financial Services Authority) are hereby incorporated
in, and form part of, this Prospectus:

(@)

(b)

(d)

the Registration Document of the Issuer dated 10 May 2013 (the “Registration Document”)
(except for paragraphs 2 and 3 of the section entitled “General Information”) submitted to and
filed with the UKLA,;

the Issuer's Annual Information Form dated November 28, 2012 (the “AlF”), including, in
particular, the following sections:

()  “Description of the Business — General Summary” on page 3;
(i)  “Competition” on page 4; and
(i)  “Appendix A - Principal Subsidiaries” on page 24;

the following sections of the Issuer's 2012 Annual Report (the “2012 Annual Report”) for the
year ended October 31, 2012:

(i) the audited consolidated financial statements, which comprise the consolidated balance
sheet as at October 31, 2012, October 31, 2011 and November 1, 2010, and the
consoli