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Governance reforms to The Co-operative Bank Board

* Previous standards fell seriously short of what was required
* Board renewal process well underway

— A number of new Directors have joined since January 2013 to strengthen and
broaden the experience on the Board

— Dennis Holt — Senior Independent Non-Executive Director

 Still work to do - currently recruiting 4 additional Directors
— 2 Shareholder Nominated Directors
— Independent Non-Executive Director to Chair the Values and Ethics Committee

— Independent Non-Executive Director with HR experience to chair the
Remuneration Committee

— Co-operative Group has 2 seats which are currently vacant

The co-operative bank 3
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CEO update
Niall Booker — CEO
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Key messages

2013 was a very difficult year for the Bank

Core Bank franchise has seen significant stability

Progress in addressing conduct and legal issues

Focus for 2014: becoming a smaller, efficient bank retaining Co-operative values

Plan to raise £400m of CET1 capital to strengthen the capital base

Completing the turnaround will take time but fundamentals beginning to fall into place

The co-operative bank 6



Laying the ground work

o « Stability post credit rating downgrades * Liquidity built by August 2013
Built liquidity to « Successfully navigated turbulence of late 2013
IS IR 10 « Broadly stable retail deposit base

* Recapitalisation plan to meet PRA » LME generated £1.2bn of CET1 including
Generated requirements £125m of new capital by end 2013
capital « Bond conversion via LME plus incremental || Group contribution of £313m by end 20142
capital
« Strategic review has led to: » Refocus on Retail and SME franchise
— Redefinition of Core and Non-core' * Non-core assets of £1.5bn sold or run off in

H2 2013
* Ongoing review of conduct and legal issues

— Reduction of non-core assets

Laid foundation

— Review of conduct and legal risk

for the business . . s
G— _ New IT plan and data remediation New IT plan approved; data remediation

_ Reduction in cost base » Cost control programme underway

— Strengthened Board and executive * Key appointments made; more to come

management team

1 Based on redefinition as disclosed in the Bank's 11 per cent. Subordinated Notes due 2023 (Tier 2) prospectus dated 4-Nov-13

The co-operative Dank 2 netof £20m paid by 31-Dec-13 7



Strategic plan and vision

Overarching strategy

Reduce overall Reduce risk-
Leverage brand strength and high risk profile weighted assets
levels of customer satisfaction Liquidity, capital and Minimise impact

day-to-day business on capital

Act in accordance with Co-operative values and ethical principles
Doing the right thing by our customers

CORE BUSINESS NON-CORE BUSINESS
Simplify and focus Actively manage to achieve the most appropriate
on retail & SME customers value for each portfolio
Enhance returns or target for run down or exit

Taking into consideration liquidity
and capital requirements

Efficient and profitable bank underpinned by Co-operative values focussed on retail and SMEs

The co-operative bank 8



Reshaped Bank

Core Business?® Non-core Business

* Retail (mass market) and SME (typically * Non-performing, defaulted, unprofitable
<£25m turnover) and/or capital intensive
Definition « Consistent with the Bank’s strategy and risk * Incompatible with Core Business’ platform
appetite « Inconsistent with the Core Business strategy
and risk appetite

* Retail and SME franchise including charities » Corporate banking assets—Corporates,

and co-operatives CRE, PFI, Housing associations, Local
* Relationship-based authorities, REAF
« Where Bank has strong market credentials, * Optimum

relationships and expertise * lllius

« Easy-to-understand products

Segmental £28.6bn (£30.0bn in Jun-13) £13.1bn (£14.2bn in Jun-13)
assets

CRD IV Credit

£5.2bn (£6.2bn in Jun-13) £8.6bn (£10.0bn in Jun-13)

RWAs'2

1 As at 31 December 2013 and 30 June 2013
- 2 CRD IV fully loaded rules basis. Respective RWAs (31-Dec-13) under Basel 2 of £4.4bn (Core Business) and £8.3bn (Non-core Business)
The co'operat“’e ban k 3 Includes Retail, BACB, Treasury and Unity Trust Bank 9



Core Business franchise

Stable retail deposits (£bn)

34.2
32.8

~28.1

9.9 10.3

31-Dec-12 30-Jun-13
m Current = Term ™ Instant

The co-operative bank

~28.1 ~279

9.9

e’

31-Dec-13
|ISAs & others BACB

Strong and differentiated brand

The co-operative bank

Awards for customer satisfaction

uSwitch.com Awards 2013
* “Best High Street Bank”

in Jan 2014 Customer

LE LE Satisfaction Index
Current Accounts Current Account
Awards 2013 Awards 2013
WINNER TOP RATED
iy * 76% customers rate
n Branc Best C -
Customer Service Accgf.nt gr,fv?de, Bank an 8 or above out
of 10 (June 2013)’

"Top Rated" in 7 other categories

1 Optimisa research
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Non-core Business

Non-core loans'3# (net, £bn)

14.6 140 JunesS Remaining
- une-oep target
Other B ge
PFl (0_6) L (()b) | 12.5 reduction
1.1 Sep-D . c.11.0
Corporates [N ep-tec A
1.9 1.5
BEE (1.5)
CRE | 34 3.0
Continue
deleveraging
thereafter at a
Optimum 7.1 slower pace
31-Dec-12 30-Jun-13 31-Dec-13 31-Dec-14
(Target)
Target remains to achieve deleveraging that does not
materially reduce the CET1 ratio of the Bank? as a whole
1 Does not include lllius assets which are not classified as loans 3 Includes hedge risk provision but excludes other accounting adjustments
2 Deleveraging in such a manner that the anticipated future losses from deleveraging do not 4 30-Jun-13 loans shown as per the LME presentation which does not reflect a subsequent
materially exceed the capital that is released from the reduction in RWAs perimeter change moving £100m from Core to Non-core. The changes related to perimeter

. are reflected in the 31-Dec-12 and 31-Dec-13 numbers
The co'operatlve ba n k Please note that footnotes 3 and 4 have been added to the presentation published on 11 April 2014 to provide additional clarity 11



Conduct risk — Actions taken

Interest rate
ET)
mis-selling

Breaches of the
Consumer
Credit Act

(legal provision)

Conduct redress
related to
mortgage

Conduct risk Actions taken Provision charges (£m)

Revised policy to reflect current regulatory requirements
Adjustment of key provision assumptions

Agreed retrospective reviews of historic at-risk complaint decisions
Developing process efficiencies to reduce costs of operations

H1 2013 H2 2013 FY 2013
(unaudited'Yaudited?) (audited)
103

o5 3 53 50

Full past business review performed (including by external experts)
Redress calculations based on latest guidance from FCA and Skilled Person Review
Customers who might be affected pro-actively approached and majority now contacted

Certain breaches of the Consumer Credit Act require interest and arrears charges to
be refunded

Extensive analysis of breaches to assess their nature and consequences

Ongoing review of CCA documentation as well as operational reviews

Mortgage Business Review (MBR) identified a number of risks and issues based on
requirements of Mortgage Conduct of Business and Mortgage Market Review
MBR fixing issues for go forward position, forbearance may be required

10 0 28
110
81
29

0 -_.l

114
65

49

products Remediation projects underway to provide redress to areas impacted 4
Bank has agreed to an industry wide scheme of arrangement regarding third party |
identity protection insurance 2% 26 2 52
Other risks are areas with identified process failings e.g. orphan cash ey 1
1 As disclosed in the Bank's interim financial report 2013 dated 29 August 2013 | Total ‘ | 65 167 244 412 |
. 2 As disclosed in the Bank's 11 per cent. Subordinated Notes due 2023 (Tier 2) prospectus dated 4 November 2013
The co.operat“,e ban k 3 £11.3m of provisions previously classified as Other in the H1 2013 audited accounts reclassified as Conduct redress related to mortgage 12

products for comparability to H2 2013 data



Investment in transformation

+ Rogulatrycompliance

* Risk remediation * Investments in IT projects in 2013 — focussed
* Resilience activities on improving resiliency, capability and process
» Management information

Mandatory

» Completed mapping risks to critical business
services — clearer understanding of risks

« Digital catch-up

S s | Improving product pricing and credit » Concluded major resilience review
decisioning
the strate
9y « Branch closures * Projects to address most significant
« Non-IT process optimisation operational, compliance and conduct risks
underway

« Systems rationalisation

NGRS |+ Channel optimisation and integration
strategy * Enabling customer self-service * Review of outsourcing strategy in process

 Automated processes and workflow

« Digital proposition approved and in execution

The currently budgeted turnaround execution cost in the region of £500m over the next 3 financial
years will be regularly assessed as the plan is executed

The co-operati\le bank 1 Progress to date 13



Core Business — Operating costs

Cost savings programme

Simplification of product offering
v' Efficiency gains in operations and IT functions

Rebalancing of distribution towards digital and other self-service channels
v"Rationalisation of branch network (target reduction of at least 15% by end

2014) Target cost income
— Reduction of 15% (51 branches) achieved in 2013 ratio for Core
Business <60% in the
longer term

Business efficiency improvements (IT and non-IT enabled)
v" Reduce administrative costs
— FTE reduced by around 1,000 in 2013

Delayering of management

‘ Full integration of Britannia Building Society within Bank

The co-operative bank 14



Strengthened Bank executive team

Niall Booker
Chief Executive Officer

John Baines Bob Rickert Grahame McGirr
Chief Financial Officer = Chief Operating Officer Chief Risk Officer and
Head of Non-core

2 8 4

Julie Harding Liam Coleman Steve Britain Brona McKeown
HR Director Treasurer Acting Head of Core  General Counsel &
Company Secretary

The co-operative bank 15



Values and ethics — How we will deliver

Ethical banking
 has always
been in our DNA

Now it’s in
our constitution

The co-operative bank

The co-operative bank

« A commitment to Co-operative values
and ethical principles is enshrined In
our constitution

« Critical to differentiating the Bank from
our competitors

* Have constituted a Values and Ethics
Committee of the Board to be chaired
by an independent director

 Re-engaging with our customers on
our Ethical Policy

16
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Financial performance
John Baines — CFO
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2013 results summary — Balance sheet

Balance sheet (£bn) Customer loans’?2 (net, £bn)

33.3
31-Dec- 30-Jun- 31-Dec- Change 32.7
121 131 131 y-0-y 30.3
Customer loans (net) 33.3 32.7 30.3  (9.0%)
0 151 14.0 Non-core
Total assets 49.8 46.6 43.4 (12.9%) 12.6 .
Business
Customer deposits 36.8 34.9 33.0 (10.3%)
Wholesale liabilities & Other  11.1 10.7 8.6 (22.5%)
Total liabilities 47.9 45.6 416 (13.2%)
Equity 1.9 1.0 182 (5.3%) Core
Business
Loan-to-deposit ratio 92%  94%%  95% 3
NPL ratio35 12.3% 12.3% 11.6%  (0.7)
NPL coverage ratio*® 25.2% 33.8% 325% 7.3 Dec-12 Jun-13 Dec-13
1 31-Dec-12 restated to be comparable to 31-Dec-13 with CFSMS now held on Bank's balance 6 LTD ratio shown is as per the LME presentation (calculated as net customer loans including fair
sheet. 30-Jun-13 has not been restated value adjustments for hedged risk / customer deposits). This would be 97% if re-calculated on
2 31-Dec-13 equity includes Group's 2014 Contribution the same basis as 31-Dec-12 and 31-Dec-13 (gross customer loans / customer deposits)
3 Calculated as impaired customer balances (incl. watchlist) / gross customer balances 7 Core Business numbers include Unity Trust Bank (UTB)
4 Calculated as allowance for losses (excluding losses for hedging risk) on customer balances/ 8 30-Jun-13 loans shown as per the LME presentation which does not reflect a subsequent
impaired customer balances (including watchlist) perimeter change moving £100m from Core to Non-core. The changes related to perimeter are
5 Management reporting basis reflected in the 31-Dec-12 and 31-Dec-13 numbers

Erratum: Please note that the 31-Dec-13 NPL and coverage ratios and the 31-Dec-12 customer loans (net) breakdown in the presentation published on 11 April 2014 were
- incorrect and have been corrected in this version. 30-Jun-13 total customer loans (net) and Non-core customer loans (net) figures have been amended
The GO'OPerat“,e ban k for consistency to 31-Dec-12 and 31-Dec-13 figures. Footnotes 3 and 4 have been amended and footnotes 6, 7 and 8 have been added to provide additional clarity 18



2013 results summary — Income statement

Income statement (Em)

Management basis’ FY 2012 FY 2013 Change y-o-y
Net interest income 545.8 503.4 (7.8%)
Non-interest income 225.4 191.7 (15.0%)
Operating income 771.2 695.1 (9.9%)
Operating costs — steady state (568.2) (650.7) 14.5%
Operating costs — strategic initiatives (14.8) (34.8) 135.1%
Impairment losses (468.7) (516.2) 10.1%
Operating result (280.5) (506.6) 80.6%
Non-operating costs? (83.9) (90.9) 8.3%
Intangible asset impairment (150.0) (148.4) (1.1%)
Conduct provisions (149.7) (411.9) 174.9%
Profit from LME - 688.3 nm
Fair value amortisation® 15.2 (52.1) nm
Bank separation costs - (39.4) nm
FSCS levies (24.8) (25.6) 3.2%
Loss before tax (673.7) (586.2) (13.0%)
NIM (bps)? 111 109 (2)
Cost to income ratio* 73.7% 93.6% 19.9

The co-operative bank

1 Reconciliation to statutory accounts available in the Annual Report and Accounts 2013 (Note 5)

2 Includes share of post tax profits from joint ventures (FY2013: £0.7m; FY 2012: £1.2m)

3 Calculated as net interest income / average assets

4 Calculated as operating costs (steady state) / income. Operating cost (steady state) of £303m for H1 2013

5 The fair value of debt securities in issue is significantly above the carrying value as a result of the carrying value being net of merger fair value
adjustments. The carrying values of debt securities in issue are expected to increase, as the merger fair value adjustments continue to unwind, by
£110min 2014, £150m in 2015, £180m in 2016 and by £60m in 2017

19



Conduct risk — Actions taken

Interest rate
ET)
mis-selling

Breaches of the
Consumer
Credit Act

(legal provision)

Conduct redress
related to
mortgage

Conduct risk Actions taken Provision charges (£m)

Revised policy to reflect current regulatory requirements
Adjustment of key provision assumptions

Agreed retrospective reviews of historic at-risk complaint decisions
Developing process efficiencies to reduce costs of operations

H1 2013 H2 2013 FY 2013
(unaudited'Yaudited?) (audited)
103

o5 3 53 50

Full past business review performed (including by external experts)
Redress calculations based on latest guidance from FCA and Skilled Person Review
Customers who might be affected pro-actively approached and majority now contacted

Certain breaches of the Consumer Credit Act require interest and arrears charges to
be refunded

Extensive analysis of breaches to assess their nature and consequences

Ongoing review of CCA documentation as well as operational reviews

Mortgage Business Review (MBR) identified a number of risks and issues based on
requirements of Mortgage Conduct of Business and Mortgage Market Review
MBR fixing issues for go forward position, forbearance may be required

10 0 28
110
81
29

0 -_.l

114
65

49

products Remediation projects underway to provide redress to areas impacted 4
Bank has agreed to an industry wide scheme of arrangement regarding third party |
identity protection insurance 2% 26 2 52
Other risks are areas with identified process failings e.g. orphan cash ey 1
1 As disclosed in the Bank's interim financial report 2013 dated 29 August 2013 | Total ‘ | 65 167 244 412 |
. 2 As disclosed in the Bank's 11 per cent. Subordinated Notes due 2023 (Tier 2) prospectus dated 4 November 2013
The co.operat“,e ban k 3 £11.3m of provisions previously classified as Other in the H1 2013 audited accounts reclassified as Conduct redress related to mortgage 20

products for comparability to H2 2013 data



Core Business — Balance sheet dynamics

Customer deposits (£bn)

Net loans23 (£bn)

18.0 18.7 34.2
— o E— I ¢ — 1 7.4 32.8
1 O | 31 .4
BACB
Retail
31-Dec-12 30-Jun-13 31-Dec-13
m Mortgages Unsecured lending m BACB
: (
Credit RWAs' (Ebn) L og 1 oy 07

6.2

31-Dec-12 30-Jun-13 31-Dec-13

m Retalil BACB m Treasury mCurrent = Term minstant = ISAs & others

1 CRD IV Credit RWAs (fully loaded rules basis)
2 Netloans as at 30-Jun-13 held as per LME presentation which includes UTB. 31-Dec-12 and 31-Dec-13 exclude UTB

3 30-Jun-13 loans shown as per the LME presentation which does not reflect a subsequent perimeter change moving £100m from Core to Non-core.
. The changes related to perimeter are reflected in the 31-Dec-12 and 31-Dec-13 numbers
The co-operatlve ba n k Please note that footnotes 2 and 3 have been added to the presentation published on 11 April 2014 to provide additional clarity

31-Dec-12 30-Jun-13 31-Dec-13
BACB

21



Core Business — Profitability

H1 2013 (Em) H2 2013 (Em)
Net interest

Other
income 101 22

|
|
I
I
I
I
I
|
|
I
Total |
income I
I
I
|
|
I
I
I
I
I
|
|

FY 2013 (Em)

167 156

FY 2012 (Em)

Operating

e | | @ (13) (40) (40)

Operating
profit

32 l 22)

Targeting low double digit RoE over a longer term period

The CO'operative bank 1 Includes impairments gains of £5m 22



Core Business — Revenue

Growth in Core NIM through the year; H1 2013 other income flattered by sale of treasury assets

Net interest income (£m) Other income (Em)

| 1.87 2

NIM? (%) LT
_—

+6.9%
101

H1 2013 H2 2013 H1 2013 H2 2013
™ Retail = BACB ™ Treasury/other

The co'operative bank 1 Includes Retail, BACB and Treasury/other 23



Core Business — Operating costs

Operating costs (Em)’

Cost to

income

ratio? (%)
613
62

287 326
46

-
(@))

42 40
46 45

60

(&)
'o.l

H1 2013 H2 2013 FY 2013
m Head Office / Support = Retail ® Branch Network = Customer Operations = BACB / Treasury & Other = One-offs costs

1 Includes strategic initiatives

The co-operati\le ban k 2 Calculated as operating costs (steady state) / income 24



Core Business — Asset quality

14 13
38.9
26.1 03 03

Total mortgage ~ CML industry

portfolio average
12.8 ® 30-Jun-13 = 31-Dec-13
2 Average LTV (mortgages, %)
14.5
9.6
— . - TR = 23
H1 2013 H2 2013 FY 2013
Deterioration m New defaults
Improved credit risk mgmt & data ™ Work out approach

30-Jun-13 31-Dec-13
The 00'operative ban k 1 Proportion of mortgage accounts with >2.5% in arrears 25



Non-core Business — Balance sheet dynamics

Net loans®# (£bn) Credit RWAs? (£bn)

14.6 14.0
W e s

1.2
- * 19 10.0
I = 8.6

3.4 3.0 1.1
' 1.5 1.1
24 09 |
2.3
n 1.7
31-Dec-12 30-Jun-13 31-Dec-13 31-Dec-12 30-Jun-13 31-Dec-13
® Optimum = CRE m Corporates = PF| = Other ® Optimum = CRE m Corporates = PF| = Other

Non-core remains a large part of the Bank at
41% of Bank’s net loans and 62% of Credit RWAs?

1 Does not include lllius which is not considered as loans

2 CRD IV Credit RWAs (fully loaded rules basis)

3 Includes hedge risk provision but excludes other accounting adjustments

4 30-Jun-13 loans shown as per the LME presentation which does not reflect a subsequent perimeter change moving £100m from Core to Non-core.
The changes related to perimeter are reflected in the 31-Dec-12 and 31-Dec-13 numbers

The co-operatlve ba n k Please note that footnotes 3 and 4 have been added to the presentation published on 11 April 2014 to provide additional clarity 26



Non-core Business — Profitability

Drivers of impairment losses (Em)

Income statement (Em)

Operating result (398.6) (516.7)

FY 2012 FY 2013 469 476
Operating income 90.3 31.9
181
Operating costs (59.9) (72.3)
68
Impairment losses (429.0) (476.3)
49

7
90
NIM (bps)’ 21 (3) (59) Reversal

H12013 H2 2013 FY 2013
m Work out approach
Deterioration
m New defaults
Improved credit risk mgmt & data

The 00'0perative ban k 1 NIM calculated as net interest income / average assets 27




Liquidity

Total liquidity resources (£bn)

11.2

8.7 9.0 49
B
2.2 b - 19

1.1

31-Dec-12 30-Jun-13 31-Dec-13
B Cash at central banks (counts as Primary Liquidity)
Primary Liquidity

B Secondary Liquidity

The 00'operative bank 1 Calculated as primary liquidity divided by total assets

Liquid asset buffer of £7.0bn (as at 31-
Dec-13)

Liquid asset ratio’ of 16.0% (as at 31-
Dec-13)

Assets eligible for discounting with
central banks increased during H2
2013

Balances held at the central bank
have remained stable during H2 2013

Non-buffer assets have reduced from
£188m (as at 30-Jun-13) to £5m (as at
31-Dec-13)

28



RWA development

RWAs! (£bn)

17.5
(0.1) 0.2 S
Core 02 e N 15.1
Business
2 (1:3) 02) Core
6.2 .
Business
5.23
Credit risk <
Non-core Non-core
Business Business
10.02 8.6°
Operational risk 1.3 1.3
Market risk 0.0 0.0
30-Jun-13 Retail BACB Treasury & Corporate  Optimum  31-Dec-13
other
Core Non-core

1 CRD IV fully loaded rules basis
- 2 Core Business — Retail £2.4bn, BACB £1.2bn, Treasury & Other: £2.6bn; Non-core Business — Corporate; £6.2bn, Optimum: £3.8bn
The CO'operat“’e ban k 3 Core Business — Retail £2.3bn, BACB £1.0bn, Treasury & Other: £2.0bn; Non-core Business — Corporate: £4.9bn, Optimum: £3.7bn 29



CET1 ratio development

CET1 ratio (%)*

Leverage
ratio (%) 3.2

2.5 9.8
7.7 0.5 7.2
|
i l .
(3.1) WL

30-Jun-13 PBT impact Taxrelated Changein LME impact2'4Change in 31-Dec-13  £400m Adjusted

(excl. LME and other other RWA capital
: : : 5
impact) 2 impact 26 regulatory increase
deductions 23 lllustrative
1 CRD IV fully loaded rules basis 5 Net of assumed fees
2 Calculated against 31-Dec-13 RWA of £15.1bn 6 Key drivers: Half year movement (P&L and reserves) £9.6m; impact of reduction in tax rate
3 Improvement in EL gap largest contributor £(20.1)m; write off of prior year DTA £(62.7)m; The Co-operative Group related tax impact

The CO-Operative bank 4 LME impact of £1.2bn £(102.7)m. See appendix for more details 30



Capital position

Capital position! (Em)

(illustrative) :
30-Jun-13 31-Dec-13 31-Dec-13 + £400m? Recap Plan impact (2014)

CET1 1,674

ratio (%) 201

» Co-operative Group
contribution: £313m3

£50m paid in Jan-14
£100m due by Jun-14

£163m due by 31 Dec-14

CET1 1,290 3
1,277 ratio (%)
CETT et
o 3 Leverage _
ratio (%) ratio (%)
752 Leverage B
Leverage 3 ratio (%)
30-Jun-13 31-Dec-13 31-Dec-13
m CET1 mAT1 T2
RWA' (fbn) 175 15.1 15.1
Balance sheet g 4 45 6 45.6

4
exp osure (£bn) 1 CRD IV fully loaded rules basis

2 Net of assumed fees

3 Total Group contribution of £333m of which £20m was paid in Dec-13 and taken into account in the 31-Dec-13 CET1

The CO'operative bank 4 Denominator for the leverage ratio calculation

31
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Sizing CET1

CET1 ratio (%)? Benchmarking

CET1 (%)? Leverage ratio (%)?
Internal management buffer to 7.2 9.8 24 39
absorb expected future losses Co-operative ; /2
and ensure CET1 stays above Bankp 7. Adusted ; 7 Adjusted for
minimum management and for £400m £400m>
regulatory expectations o 13.1 2 66
Nationwide 53,05
Other | Other potential PRA buffers Santander UK 11.6 3.3
>10.5
2.5 Capital conservation buffer Lloyds 10.3 4.5
. requirement
Barclays 9.3 3.1°
y 10.5 by 2015 3.5-4.0° by 2015+
4.5 Minimum own funds requirement | RBS 120 3-54 "
212.0 by 2016 >4.0 by 2018-20
Peer average @ @

31-Dec-13  Expectation m As at 31-Dec-13 m Target
Do not expect to make a profit in 2014 or 2015

Expect the year end 2014 CET1 ratio, including the impact of the 2014 contribution from The Co-operative Group but
excluding the capital raising, to be broadly similar to the 2013 year end ratio (though with some volatility during the year)

Post 2014, our CET1 ratio is expected to decline before subsequently recovering

3 Net of assumed fees of £16m (i.e.£384m)
Source: Company disclosures 4 Expects to generate around 2.5% over the next 2 years (pre-dividend
1 Not to scale 5 On a PRA adjusted leverage ratio basis

The CO-Operatlve ban k 2 CRD IV fully loaded rules basis unless indicated otherwise 6 Pre £1bn AT1 issue in 2014 33



NOT A FORECAST NOT TO BE RELIED ON
Bank financial targets

SUBJECT TO DISCLAIMER

Core
Business

Non-core
Business

New
capital
guidance

Financial targets Unchanged 31-Dec-13

Cost income ratio < 60% in the longer term 4 « Costincome ratio 88.0%

. . * Low profitability
Low double digit RoE over a longer term period 4 . Assets! £28.6bn
Controlled customer lending and deposit growth from 2015 v * Credit RWAs' £5.2bn
Net loans reduced to ¢.£11.0bn by end 2014; continue Updated from | |+ Assets'£13.1bn
deleveraging thereafter at a slower pace <£11.5bn * Net loans £12.5bn

. i 1

Achieve deleveraging that does not materially reduce the CET1 v Credit RWAs' £8.6bn
ratio of the Bank® as a whole
Do not expect to make a profit in 2014 or 2015 Updated « Significant net loss
Expect the year end 2014 CET1 ratio, including the impact of the New « CET1 ratio 7.2%?
2014 contribution from The Co-operative Group but excluding
the capital raising, to be broadly similar to the 2013 year end
ratio (though with some volatility during the year)
Post 2014, our CET1 ratio is expected to decline before New

subsequently recovering

1 Segment assets and CRD IV Credit RWAs (fully loaded rules basis) as at 31-Dec-13. Respective RWAs under Basel 2 of £4.4bn (Core Business) and £8.3bn (Non-core Business)
2 Based on CRD IV fully loaded rules
3 i.e. deleveraging in such a manner that the anticipated future losses from deleveraging do not materially exceed the capital that is released from the reduction in RWAs

The co-operative bank

34



Key messages

2013 was a very difficult year for the Bank

Core Bank franchise has seen significant stability

Progress in addressing conduct and legal issues

Focus for 2014: becoming a smaller, efficient bank retaining Co-operative values

Plan to raise £400m of CET1 capital to strengthen the capital base

Completing the turnaround will take time but fundamentals beginning to fall into place

The co-operative bank 35
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Core Business — Mortgage portfolio

LTV breakdown (31-Dec-13) Arrears? (%)

Self Non- 14
(%) Prime Buy-to-let certificated conforming Total 1.3
Average LTVs 41.4 99.0 41.3 51.5 42.3
New business LTVs 64.6 64.7 n/a 92.7 64.5
Book by indexed LTVs
<= 50% 394 14.6 47.3 31.3 37.8 0.3 0.3
50% to 75% 40.3 82.5 48.9 65.1 43.2
75% to 100% 19.2 2.8 3.5 2.7 17.9
>100% 1.1 - 0.3 0.9 1.1 Total mortgage CML industry
% of accounts with >2.5% arrears 0.3 - - 29 0.3 portfolio average
New lending' (Em) 2,023.3 12841 - 2.4 2,153.8 m 30-Jun-13 = 31-Dec-13

By type® (31-Dec-13) By product® (31-Dec-13) By geography? (31-Dec-13)

Buy-to-let 6.7% 0.9%  Non-conforming & Other

self-certified Wales & Y
0 London
‘ South West o % South
| 1667, Fixed 37.7% East
Floating = 53 4% ' rate Northern
rate England
0,
Prime 22.6%

Midlands &

1 Excluding further advances for the period )
2 Proportion of mortgage accounts with >2.5% in arrears East Anglla

The 00'operative ban k 3 Based on gross customer balances of £15.5bn 37



Non-core corporate assets overview

Net loans and RWAs Tvpe Descriotion NPL ratio?
(31-Dec-13, £bn) yP P (Coverage’®)

* Concentrated with high NPL ratio
12.5 CRE * Poorly structured 59%
» Capital intensive (38%)
« Now marked to monetisation strategy

* Leveraged, syndicated and relationship 33%
C t
. connections (52%)

2.2 Others  Low margin, long dated, high credit quality 3%
PF| » Unfavourable market pricing (4%)

| 09 Corporates « Low margin, long dated, high credit quality -
1.7 » Unfavourable market pricing (-)

» Specialised renewable energy lending 2%
* Mainly wind farms (107%)

Optimum
» Repossessed buy-to-let properties
lllius  Managed through the Co-operative na
Net loansé Credit RWAS' Group Property
1 CRD IV Credit RWAs (fully loaded rules basis) as at 31-Dec-13 5 Calculated as allowance for losses (excluding losses for hedging risk) on customer balances /
2 lllius assets are not classified as loans but are risk-weighted impaired customer balances (including watchlist)
3 Renewable Energy and Asset Finance 6 Includes hedge risk provision but excludes other accounting adjustments

4 Calculated as impaired customer balances (incl. watchlist) / gross customer balances Erratum: Please note that the NPL and coverage ratios in the presentation published on 11 April 2014 were

incorrect and have been corrected in this version. Footnotes 4 and 5 have been amended and footnote 6

The CO-Operative ba N k has been added to provide additional clarity 38



Optimum overview and strategy

Gross customer balances (£bn)

7.5
7.3 7.0

BV S o

2.6 2.6 25

31-Dec-12 30-Jun-13

31-Dec-13
Self-cert

m Buy to let = Non-conf mPrime

The co-operative bank

Description

* 90.9% non-prime (£6.4bn)

* 15.6 % non-performing (£1.1bn) with 11.7% coverage
Average LTV of 74.9%

— 14.0% (£1.02bn) LTV > 100%

78.8% interest-only mortgages (£5.5bn)

94% credit repair, non re-bankable (£6.3bn)
Weighted average life of 7.29 years

>65.5% encumbered

Fair value of £5.7bn (vs. carrying value of £6.9bn)
Arrears of 8.3%

Strategy

» 2013 actions:
— Calico: second-loss protection trade
— increased impairment provisions

» Rework and run-off




Bank’s PPI provisions and utilisation

2012 utilisation rate
(cumulative)': 52.6%
1497 H2 2013 utilisation rate
H1 2013 utilisation rate (cumulative)': 61.6%
(cumulative)': 56.3% 50.0
53.0
= 129.7 133.4
=X o 115.6 (38.9) (46.3)
g 2011 utilisation rate’: 35.0%
S 95.4
g 90.0 (954)
o
. 61.3
(33.0)
4.3
|
31-Dec- Additional Utilisation 31-Dec- Additional Utilisation 31-Dec- Additional Utilisation 30-Jun-13 Additional Utilisation 31-Dec-
10 provisions inthe 11 provisions inthe 12 provisions inthe provisions in the 13
inthe  period inthe  period inthe  period inthe  period
period period period period

The co'operat“’e ban k 1 Calculated as cumulative utilisation expense divided by cumulative provision 40



Ongoing reviews and investigations

 The Treasury Select Committee has been conducting an ongoing review which began in Q2 2013 and has focused on
numerous concerns surrounding the Bank. The Committee will publish a report of its findings, the timing of which is not known

* The Sir Christopher Kelly review was announced on 12 July 2013

— Jointly appointed by the Co-operative Group Limited and the Bank to review the events that led to the Bank’s capital action
plan to address its £1.5bn capital shortfall

— ltis looking at the decision to merge the Bank with the Britannia Building Society in 2009 and the proposed acquisition of the
Verde assets of Lloyds Banking Group

— It will include an analysis of strategic decision making, management structures, culture, governance and accounting
practices and aspects of the role of the Bank’s Auditors

— The intention is for the findings to be publicised at The Co-operative Group’s Annual General Meeting in May 2014

+ The Treasury announced on 22 November 2013 that it would conduct an independent investigation into events at The Co-
operative Bank and the circumstances surrounding them from 2008 including the Verde transaction and Britannia merger

— The investigation will include a review of the conduct of regulators and Government but is not anticipated to commence until
it is clear that it will not prejudice the outcome of the FCA and PRA enforcement investigations

+ The PRA announced on 6 January 2014 that it is undertaking an enforcement investigation in relation to the Bank and as part
of that investigation will consider the role of former senior managers

» The FCA announced on 6 January 2014 that it will be undertaking enforcement investigations into events at the Bank. The
investigation will look at the decisions and events up to June 2013

 The Bank is co-operating with all the investigating authorities. It is not possible to estimate the financial impact upon the Bank
should any adverse findings be made
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Tax assets and liabilities impact

Balance sheet view (Em)

CET1
ratio Temporary
equiva- differences
lent (%) Losses olw
Total DTA DTL CTA DTA DTL CTA carried Total FVAs
forward related
Opening balance 2524 103.5 (117.4) 266.3 55.3 (110.0) 266.3 1.4 1384 4.2 4.2
30-Jun-13
Half year movement 782 686 1.0 (1.4 - 1.0 (1.4) 0.1
(P&L and reserves)
Impact of reduction (63.1) (43.0) 139 (34.0) - 13.9 (34.00 (0.1)
in tax rate
Loss for which DT is (27.71) (27.7) - - - - - 0.0
not recognised
Write off of prior (101.4) (1014) - - (55.3) (7.4) - (0.4)
year DTA
The Co-operative Group (102.7) - - (102.7) - - (102.7) (0.7
related tax impact
Closing balance 35.7 (0.0) (92.5 128.2 0.0 (92.5) 128.2 0.2 198.2 732 35.0
31-Dec-13
DTA: Deferred tax assets, DTL: Deferred tax liabilities, CTA: Current tax assets
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List of changes

Please note that the following changes have been made to the presentation published on 11 April 2014 to correct incorrect figures, ensure consistency with the LME presentation (05-Nov-13) and
provide further reconciliation

Page 11
Footnotes 3 and 4 have been added for clarification

Page 18

NPL ratio and NPL coverage ratio as at 31-Dec-13 have been corrected

Total customer loans (net) figure as at 30-Jun-13 has been amended for consistency to 31-Dec-12 and 31-Dec-13 figures
Non-core customer loans (net) figure as at 30-Jun-13 has been amended for consistency to 31-Dec-12 and 31-Dec-13 figures
Customer loans (net) breakdown as at 31-Dec-12 has been corrected

Footnotes 3 and 4 have been amended for clarification

Footnotes 6, 7 and 8 have been added for clarification

Page 21
Footnotes 2 and 3 have been added for clarification

Page 26
Footnotes 3 and 4 have been added for clarification

Page 38

NPL ratios and NPL coverage ratios have been corrected
Footnotes 4 and 5 have been amended for clarification
Footnote 6 has been added for clarification

The co-operative bank
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Disclaimer

This presentation is the property of The Co-operative Bank p.l.c. (the Bank). By accessing this presentation you represent, warrant and agree that you will not attempt to reproduce or transmit the contents (in whole or part), directly or
indirectly, of this presentation by any means. For the purposes of this notice, "presentation" means this document, its contents or any part of it, any oral presentation, any question or answer session and any written or oral material
discussed or distributed during the presentation meeting. The contents of this presentation must be kept confidential by attendees at such presentation and must not be reproduced, printed, distributed, passed on directly or indirectly,
to any person or otherwise.

The distribution of this presentation outside the UK may be restricted by law and therefore persons outside the UK into whose possession this presentation comes should inform themselves about and observe any such restrictions as
to the distribution of this presentation. Except as provided in this disclaimer, neither this presentation, nor any copy of it, may be taken, transmitted or distributed, directly or indirectly, in or into any jurisdiction other than the UK.
Recipients represent and warrant that (i) they are not based in a jurisdiction where possession or distribution of this presentation contravenes any securities legislation or any other applicable laws, (ii) they are not resident in a territory
outside the UK, (iii) they are not acting as nominee or agent for any person or persons who by virtue of their residence or incorporation would not be entitled to subscribe for shares or securities in the Bank, (iv) they have not taken any
action which will or may result in the Bank or its subsidiaries or any of their respective directors, officers, employees or agents acting in breach of any regulatory or legal requirement.

This presentation does not constitute or form part of any offer or invitation to sell or issue, or any solicitation of any offer to purchase or subscribe for any shares or any other securities nor shall it (or any part of it) or the fact of its
distribution, form the basis of, or be relied on in connection with, any contract therefor.

This presentation does not constitute an offer for, sale of, or a solicitation to purchase or subscribe for, any securities in the United States. No securities of the Bank have been, or will be, registered under the US Securities Act of 1933,
as amended (the Securities Act), and securities of the Bank may not be offered or sold in the United States absent an exemption from, or in a transaction not subject to, the registration requirements of the Securities Act and in
compliance with any applicable securities laws of any state or other jurisdiction of the United States. No money, securities or other consideration is being solicited and, if sent in response to the information contained herein, will not be
accepted. Subject to limited exceptions, neither this presentation nor any copy of it may be taken, transmitted or distributed, directly or indirectly, into the United States, its territories or possessions. Any failure to comply with this
restriction may constitute a violation of U.S. securities laws.

In the United Kingdom, this publication is directed only at persons who (i) are persons who have professional experience in matters relating to investments falling within Article 19 of the Financial Services and Markets Act 2000
(Financial Promotion) Order 2005, as amended; or (i) are Professional Clients (as defined by FCA Rules), all such persons in (i) and (i) together being referred to as “relevant persons”. Any investment or investment activity to which
this communication relates is available only to relevant persons and will be engaged in only with relevant persons. If you are not a relevant person, you should not attend the presentation and should immediately return any materials
relating to that meeting currently in your possession. By receiving this presentation, you represent and agreed that you are a relevant person.

Neither this presentation nor any copy hereof may be accessed or distributed in any jurisdiction where its access or distribution may be restricted by law. Persons who access or receive this presentation should make themselves aware
of and observe and adhere to such restrictions. Any failure to comply with these restrictions may constitute a violation of the laws of any such jurisdictions. In particular, neither this presentation nor any copy of the information
contained in it is for access or distribution directly or indirectly in Canada, Australia, New Zealand, South Africa, Switzerland or Japan.

Although the statements of fact in this presentation have been obtained from and are based upon sources that are believed to be reliable, their accuracy is not guaranteed by the Bank or any of its advisers and any such information
may be incomplete or condensed. All opinions and estimates included in this presentation are subject to change without notice. None of the Bank, its advisers or any other party is under any duty to update or inform you of any changes
to such information, provide you with access to additional information or correct any inaccuracies in any such information which may become apparent.

Basel Il has been implemented in the EU through the new Capital Requirements Regulation and a further iteration of the Capital Requirements Directive. Together the new rules are known as CRD IV and came into effect from 1
January 2014. The European Banking Authority is providing technical standards relating to CRD IV, some of which are not yet finalised. CRD IV disclosures in this presentation are based on the Bank's interpretation of published rules.
There is a risk that the final content of the technical standards may differ materially from current expectations and that the Bank may become subject to regulatory capital requirements not currently anticipated or provided for.

In the December 2013 PS7/13 Policy Statement PRA announced that, with the exception of available-for-sale unrealised gains, CRD IV deductions and filters would be implemented in full from 1 January and there would be no
transition to full implementation. All CRD IV disclosures in this presentation are shown on a fully loaded basis.

By receiving and/or attending this presentation, you agree to be bound by the restrictions in this disclaimer and will be taken to have given the representations, warranties and undertakings contained in this presentation, including that
(i) you have read and agree to comply with the contents of this presentation including, without limitation, the obligation to keep this presentation and its contents confidential; and (i) you will not at any time have any discussion,
correspondence or contact concerning the information in this presentation with any of the directors or employees of the Bank or its subsidiaries nor with any of their suppliers, or any governmental or regulatory body without the prior
written consent of the Bank.

Recipients of this presentation (and any related materials) should not base any behaviour in relation to qualifying investments or relevant products (as defined in the Financial Services and Markets Act 2000 ("FSMA") and the Code of
Market Conduct made pursuant to FSMA), which would amount to "market abuse" for the purposes of FSMA, on the information in this presentation (and any related materials) until after the information has been made generally
available. Nor should the recipient use the information in this presentation (and any related materials) in any way which would constitute market abuse.
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Disclaimer

This presentation is published solely for informational purposes and should not be treated as giving investment advice. It has no regard to the specific investment objectives, financial situation or particular needs of any recipient. This
presentation speaks as of the date hereof and has not been independently verified. No representation, warranty or other assurance, express or implied, is or will be made in relation to, and no responsibility is or will be accepted by the
Bank or any of its advisers as to the accuracy, correctness, fairness or completeness of the information or opinions contained in this presentation. The Bank and its respective affiliates, agents, directors, partners and employees,
accept no liability whatsoever for any loss or damage howsoever arising from any use of this presentation or its content or otherwise arising in connection therewith.

This presentation and any related materials may contain or incorporate by reference certain "forward-looking statements" regarding the belief or current expectations of the Bank or the Bank Board (as applicable) about the Bank's
financial condition, results of operations and business described in this presentation. Generally, but not always, words such as "target", "will", "expect", "estimate”, "anticipate" or their negative variations or similar expressions identify
forward-looking statements. Examples of forward-looking statements include, among others, statements regarding the Bank's future financial position, income growth. assets impairment charges and provisions, business strategy,
capital, leverage and other regulatory ratios, payment or dividends, projected levels of growth in the banking and financial markets, projected costs, original and revised commitments and targets in connection with the turn-around plan,
deleveraging actions, estimates of capital expenditures and plans and objectives for future operations and other statements that are not historical fact. Such forward-looking statements are not guarantees of future performance.
Rather, they are based on current views and assumptions and involve known and unknown risks, uncertainties and other factors that may cause the actual results, performance, achievements or developments of the Bank or the
industry in which it operates to differ materially from any future results, performance, achievements or developments expressed or implied from the forward-looking statements. The ability of the Bank to implement its strategic plan and
to achieve the results set out in the plan entails particular challenges including (but are not limited to): ability to achieve the targeted cost savings; ability to retain customers and deposits; the timing and quantum of impacts to capital
from its asset reduction exercise; meeting its planned improvements in net interest margin; a possible further deterioration in the quality of the Bank's asset portfolio; unplanned costs from (for example) conduct risk matters; ability to
maintain the Bank’s access at an appropriate cost to liquidity and funding and the ability of the Bank to raise further capital assumed in its forecasts. Many of the risks and uncertainties also relate to factors that are beyond the Bank's
ability to control or estimate precisely which include (without limitation) factors such as: UK domestic and global economic and business conditions; the Bank's ability to implement successfully its four to five year business plan to
improve its financial, operational performance and capital position; market related risks, including but not limited to, changes in interest rates and exchange rates; changes to law, regulation, accounting standards or taxation, including
changes to regulatory capital or liquidity requirements and the Bank's ability to meet those requirements; the ability to access sufficient funding to meet the Bank's liquidity needs including through retail deposits; instability in the global
financial markets, including Eurozone instability and the impact of any sovereign credit rating downgrade or sovereign financial issues; changes to the Bank's credit rating; the effect of competition and the actions of competitors; the
impact of potential disruption to the Bank's IT and communications systems; the ability to attract and retain skilled personnel; uncertainties regarding the extent of the Bank's exposure to pensions related liabilities; exposure to
increased and ongoing regulatory scrutiny, legal proceedings, regulatory investigations or complaints, including with respect to conduct issues and other factors.

A number of material factors could cause actual results to differ materially from those contemplated by the forward-looking statements. The forward-looking statements contained in this presentation speak only as of the date of this
presentation. Except as required by law, the Bank undertakes no obligation to revise the forward-looking statements to reflect any change in the Bank's expectations with regard thereto or any subsequent events or circumstances.
Recipients of this presentation should not place any reliance on the forward-looking statements and are advised to make their own independent analysis and determination with respect to the forecast periods.

Furthermore, you should consult with your own legal, regulatory, tax, business, investment, financial and accounting advisors to the extent that you deem it necessary, and make your own investments, hedging and trading decisions
based upon your own judgement and advice from such advisers as you deem necessary and not upon any view expressed in this material.

Certain data in this presentation has been rounded. As a result of such rounding, the totals of data presented in this presentation may vary slightly from the arithmetic totals of such data.

The CET1 ratio projections on the slides "Sizing CET1" and "Bank financial targets” (the "Projections") are based on numerous assumptions regarding the Bank’s present and future business strategies and the environment in which
the Bank will operate in the future. The Bank cautions readers that no forward-looking statement is a guarantee of future performance and that actual results could differ materially from those contained in the forward-looking statement.
Forward-looking statements involve inherent known and unknown risks, uncertainties and contingencies because they relate to events and depend on circumstances that may or may not occur in the future and may cause the actual
results, performance or achievements of the Bank to be materially different from those expressed or implied by such forward looking statements. Many of these risks and uncertainties relate to factors that are beyond the Bank's ability
to control or estimate precisely and past performance should not be taken as an indication or guarantee of future results, and no representation or warranty, express or implied, is made regarding future performance.

As a result, the Bank's actual CET1 ratio may differ materially from the Projections. The Projections have not been independently verified and no representation or warranty, express or implied, is made or given by or on behalf of the
Bank or any relevant director, officer, employee, agent, affiliate or adviser, as to, and no reliance should be placed on, the accuracy, completeness or fairness of the Projections or opinions expressed in relation thereto and no
responsibility or liability is assumed by any such persons for the Projections or opinions or for any errors or omissions. The Projections are subject to correction, completion and change without notice. Except as required by applicable
law, the Bank undertakes no obligation to revise the Projections to reflect any change in the Bank's expectations with regard thereto or any subsequent events or circumstances.

The Projections assume no material profits or losses and are not intended, or to be construed, as a profit forecast or to be interpreted to mean that earnings per share for the current or future financial years will necessarily match or
exceed the historical published earnings per share.
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