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If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same
offering. [_]

If this Form is a registration statement pursuant to General Instruction I.C. or a post-effective amendment thereto that
shall become effective upon filing with the Commission pursuant to Rule 462(e) under the Securities Act, check the
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If this Form is a post-effective amendment to a registration statement filed pursuant to General Instruction I.C. filed to
register additional securities or additional classes of securities pursuant to Rule 413(b) under the Securities Act, check
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CALCULATION OF REGISTRATION FEE

Proposed
Title of each maximum Proposed maximum
. . Amount of
class of Amount to be registered (1) aggregate aggregate offering registration fee (1) (4)
securities to be registered price per price (2) 3) g
security
Covered Bonds U.S. $15,000,000,000 100% U.S. $15,000,000,000 U.S. $2,046,000

This Registration Statement also includes an indeterminate amount of securities of the classes specified above that
may be reoffered and resold on an ongoing basis after their initial sale in market-making transactions by affiliates
of the Registrant. These securities consist of an indeterminate amount of such securities that are initially being
registered, and will initially be offered and sold, under this Registration Statement. All such market-making
reoffers and resales of these securities that are made pursuant to a registration statement after the effectiveness of
this registration statement are being made solely pursuant to this Registration Statement.

Estimated solely for the purpose of calculating the registration fee in accordance with Rule 457(0) under the
Securities Act.

Separate consideration may not be received for registered securities that are issuable on exercise, conversion or
exchange of other securities.

Pursuant to Rule 457 under the Securities Act, the Registrant is applying previously paid filing fees
totaling U.S. $1,262,165.21 from the Registrant’s U.S. $16,000,000,000 Senior and Subordinated Debt
Securities that were previously registered on Form F-9 (File No. 333-179383) under the Securities Act
of 1933, as amended, of which U.S. $11,680,000,000 aggregate principal amount or offering price of
such securities were unsold. Filing fees totaling U.S. $1,332,048 associated with the securities
described above were previously paid with such registration statement. On July 19, 2013, the
Registrant paid the remaining U.S. $783,834.79 of filing fees in connection with the filing of this
Registration Statement.

The Registrants hereby amend this registration statement on such date or dates as may be necessary to delay
its effective date until the registrant shall file a further amendment which specifically states that this
registration statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of
1933 or until the registration statement shall become effective on such date as the Commission, acting pursuant
to Section 8(a) of the Act, may determine.
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The information in this prospectus is not complete and may be changed. We may not sell these securities until the
registration statement filed with the Securities and Exchange Commission is effective. This preliminary prospectus is
not an offer to sell these securities and it is not soliciting an offer to buy these securities in any jurisdiction where the
offer or sale is not permitted.

Subject to Completion, Dated August 19, 2013

The Bank of Nova Scotia

unconditionally and irrevocably guaranteed by

Scotiabank Covered Bond Guarantor Limited Partnership
Covered Bonds

up to an aggregate initial offering price of U.S.$15,000,000,000

or the equivalent thereof in other currencies under the global registered covered bond program

This prospectus describes some of the general terms that may apply to these covered bonds and the related guarantee
and the general manner in which they may be offered. We will give you the specific prices and other terms of the
covered bonds we are offering in supplements to this prospectus. You should read this prospectus and the applicable
prospectus supplement carefully before you invest. We may sell the covered bonds to or through one or more dealers
or agents. The names of the dealers or agents will be set forth in supplements to this prospectus.

Prospective investors should be aware that the acquisition of the covered bonds described herein may have tax
consequences both in the United States and in Canada. Such consequences may not be described fully herein or in any
applicable prospectus supplement.

Investing in the covered bonds involves risks. See “Risk Factors’ beginning on page 24 of this prospectus.

The enforcement by investors of civil liabilities under United States federal securities laws may be affected adversely
by the fact that The Bank of Nova Scotia is a Canadian bank, that many of its officers and directors are residents of
Canada, that Scotiabank Covered Bond Guarantor Limited Partnership is a limited partnership existing under the laws
of the Province of Ontario, that some or all of the dealers or experts named in the registration statement may be
residents outside of the United States, and that all or a substantial portion of the assets of The Bank of Nova Scotia,
Scotiabank Covered Bond Guarantor Limited Partnership and such persons may be located outside the United States.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or determined that this prospectus is truthful or complete. Any representation
to the contrary is a criminal offense.

The covered bonds described herein will not constitute deposits that are insured under the Canada Deposit Insurance
Corporation Act (Canada) or by the United States Federal Deposit Insurance Corporation.
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The covered bonds have not been approved or disapproved by the Canada Mortgage and Housing Corporation
(the “CMHC”’) nor has CMHC passed upon the accuracy or adequacy of this prospectus. The covered bonds are
neither insured nor guaranteed by CMHC or the government of Canada or any other agency thereof.

Arrangers for the Program

Barclays Scotia Capital

The date of this prospectus is , 2013
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In this prospectus, unless the context otherwise indicates, the “Issuer” or the “Bank” means The Bank of Nova Scotia, and
“Guarantor” means Scotiabank Covered Bond Guarantor Limited Partnership, and “we,” “us” or “our” means the Bank and
Guarantor collectively. In this prospectus and any prospectus supplement, currency amounts are stated in Canadian

Dollars ($), unless specified otherwise.

ABOUT THIS PROSPECTUS

This document is called a prospectus and is part of a registration statement that we filed with the Securities and

Exchange Commission (the “SEC”) using a “shelf” registration or continuous offering process. The registration statement
containing this prospectus, including exhibits to the registration statement, provides additional information about us

and the covered bonds and related guarantee offered under this prospectus. The registration statement can be accessed

at the SEC’s website at www.sec.gov or inspected at the offices of the SEC.

This prospectus provides you with a general description of the covered bonds the Bank may offer and the Guarantor
may guarantee. Each time the Bank offers covered bonds pursuant to this prospectus, it will provide a prospectus
supplement containing specific information about the terms of the covered bonds being offered. A prospectus
supplement may include a discussion of any risk factors or other special considerations applicable to those covered
bonds or to us. A prospectus supplement may also add, update or change information in this prospectus. If there is any
inconsistency between the information in this prospectus and the applicable prospectus supplement, you should rely

on the information in the prospectus supplement. You should read both this prospectus and any applicable prospectus
supplement together with additional information described under the heading “Where You Can Find More Information’
on page 7 of this prospectus.

b}

The Bank may sell covered bonds to dealers who will sell the covered bonds to the public on terms fixed at the time of
sale. In addition, the covered bonds may be sold by the Bank directly or through agents designated from time to time.
If the Bank, directly or through agents, solicits offers to purchase the covered bonds, it reserves the sole right to accept
and, together with any agents, to reject, in whole or in part, any of those offers.

Any prospectus supplement will contain the names of the dealers or agents, if any, together with the terms of offering,
the compensation of those dealers and the net proceeds to us. Any dealers or agents participating in the offering may
be deemed “underwriters” within the meaning of the Securities Act.

DOCUMENTS INCORPORATED BY REFERENCE

The SEC allows us to “incorporate by reference” into this prospectus the information in documents we file with it. This
means that we can disclose important information to you by referring you to those documents. The information
incorporated by reference is considered to be a part of this prospectus and should be read with the same care. When

we update the information contained in documents that have been incorporated by reference by making future filings
with the SEC the information incorporated by reference in this prospectus is considered to be automatically updated
and superseded. The modifying or superseding statement need not state that it has modified or superseded a prior
statement or include any other information set forth in the document that it modifies or supersedes. In other words, in
the case of a conflict or
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inconsistency between information contained in this prospectus and information incorporated by reference into this
prospectus, you should rely on the information contained in the document that was filed later. The making of a
modifying or superseding statement will not be deemed an admission for any purposes that the modified or superseded
statement, when made, constituted a misrepresentation, an untrue statement of a material fact or an omission to state a
material fact that is required to be stated or that is necessary to make a statement not misleading in light of the
circumstances in which it was made. Any statement so modified or superseded will not be deemed, except as so
modified or superseded, to constitute a part of this prospectus.

The Bank incorporates by reference into this prospectus its annual report on Form 40-F for the fiscal year ended
October 31, 2012 (the “2012 Annual Report”), the Bank’s reports filed on Form 6-K filed on December 7, 2012 (Film
No. 121249630), March 5, 2013 (Film No. 13664626), March 5, 2013 (Film Number: 13664552), March 15, 2013,
April 23, 2013, May 28, 2013 (Film No. 13874074), May 28, 2013 (Film Number: 13874041) and May 31, 2013, and
each of the Bank’s reports on Form 6-K after that date in which the Bank states that such report is also incorporated by
reference into one or more of the Bank’s registration statements filed under the U.S. Securities Act of 1933, as
amended (the “Securities Act”). In addition, the Bank will incorporate by reference into this prospectus all documents
that it has filed under Section 13(a), 13(c), 14 or 15(d) of the Exchange Act and, to the extent, if any, the Bank
designates therein, reports on Form 6-K it furnishes to the SEC after the date of this prospectus and prior to the
termination of any offering contemplated in this prospectus.

The Guarantor will file ongoing disclosure regarding the Covered Bond Guarantee and the Portfolio in reports on
Form 10-K, Form 8-K and Form 10-D. The Guarantor incorporates by reference its annual report on Form 10-K filed
after the date of this prospectus and each Form 8-K and Form 10-D filed with the SEC. In addition, the Guarantor will
incorporate by reference into this prospectus all documents that it has filed under Section 13(a), 13(c), 14 or 15(d) of
the Exchange Act after the date of this prospectus and prior to the termination of every offering contemplated in this
prospectus.

Upon a new annual report and the related annual financial statements being filed by the Bank with, and, where
required, accepted by, the SEC, the previous annual report will be deemed no longer incorporated by reference into
this prospectus for purposes of future offers and sales of covered bonds under this prospectus.

Upon a new annual report being filed by the Guarantor with, and, where required, accepted by, the SEC, the previous
annual report will be deemed no longer incorporated by reference into this prospectus for the purposes of further

offers and sales of covered bonds under this prospectus.

All documents incorporated by reference, or to be incorporated by reference, have been filed with or furnished to, or
will be filed with or furnished to, the SEC.

You may request a copy of these filings, other than an exhibit to a filing unless that exhibit is specifically incorporated
by reference into that filing, at no cost, by writing to or telephoning us at the following address:

The Bank of Nova Scotia

Scotia Plaza, 44 King Street West
Toronto, Ontario

Canada M5H 1H1

Attention: Secretary
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WHERE YOU CAN FIND MORE INFORMATION

In addition to the continuous disclosure obligations under the securities laws of the provinces and territories of
Canada, the Bank and the Guarantor are subject to the informational reporting requirements of the U.S. Securities
Exchange Act of 1934, as amended (the “Exchange Act”), and in accordance therewith files reports and other
information with the SEC. Under a multijurisdictional disclosure system adopted by the United States and Canada,
such reports and other information may be prepared in accordance with the disclosure requirements of the provincial
and territorial securities regulatory authorities of Canada, which requirements are different from those of the United
States. These reports and other information, when filed or furnished by us in accordance with such requirements, can
be inspected and copied by you at the SEC’s Public Reference Room located at 100 F Street, N.E., Washington, D.C.
20549. You can get further information about the SEC’s Public Reference Room by calling 1-800-SEC-0330. The
Bank’s and the Guarantor’s filings with the SEC are also available to the public through the SEC’s website at
www.sec.gov. The Bank’s common shares are listed on the New York Stock Exchange, and reports and other
information concerning the Bank can be inspected at the offices of the New York Stock Exchange, 20 Broad Street,
New York, New York 10005.

The Bank and the Guarantor have filed with the SEC a registration statement on Form F-3 with respect to the covered
bonds and related guarantee covered by this prospectus. This prospectus does not contain all of the information that is
set forth in the registration statement, certain parts of which are omitted in accordance with the rules and regulations
of the SEC. Statements made in this prospectus as to the contents of any contract, agreement or other document
referred to are not necessarily complete, and in each instance, you should refer to the exhibits that are a part of the
registration statement for a copy of the contract, agreement or other document for a more complete description of the
matter. For further information with respect to the Bank, the Guarantor, the covered bonds and the related guarantee,
reference is made to the registration statement and the exhibits thereto, which are publicly available as described in the
preceding paragraph.

Additional information with respect to the Bank, the Guarantor, the Portfolio and certain other matters, together with
copies of each of the Transaction Documents and the Investor Reports filed by the Bank from time to time, is also
available on the Bank’s website specified in the applicable prospectus supplement and through the CMHC’s covered
bond registry at http://www.cmhc-schl.gc.ca/coveredbonds. Information on or accessible through the Bank’s website
does not form part of this prospectus and should not be relied upon.

FORWARD-LOOKING STATEMENTS

Our public communications often include oral or written forward-looking statements. Statements of this type are
included in this document, and may be included in other filings with Canadian securities regulators or the SEC, or in
other communications. All such statements by the Bank (but not the Guarantor) are made pursuant to the “safe harbor”
provisions of the United States Private Securities Litigation Reform Act of 1995 and any applicable Canadian
securities legislation. Forward-looking statements may include comments with respect to our objectives, strategies to
achieve those objectives, expected financial results (including those in the area of risk management), and the outlook
for the Bank’s businesses and for the Canadian, United States and global economies. Such statements are typically
identified by words or phrases such as

7
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99 ¢ 99 ¢ 99 ¢l

“believe,” “expect,” “anticipate,” “intent,” “estimate,” “plan,” “may increase,
conditional verbs, such as “will,” “should,” “would” and “could.”

99 ¢ LN 99 ¢ 29 ¢

may fluctuate,” and similar expressions of futu

By their very nature, forward-looking statements involve numerous assumptions, inherent risks and uncertainties, both
general and specific, and the risk that predictions and other forward-looking statements will not prove to be accurate.
We caution readers of this document not to place undue reliance on our forward-looking statements, as a number of
important factors, many of which are beyond our control, could cause actual results to differ materially from the
estimates and intentions expressed in such forward-looking statements. These factors include, but are not limited to:
the economic and financial conditions in Canada and globally; fluctuations in interest rates and currency values;
liquidity; significant market volatility and interruptions; the failure of third parties to comply with their obligations to
the Bank and its affiliates; the effect of changes in monetary policy; legislative and regulatory developments in
Canada and elsewhere, including changes in tax laws; the effect of changes to the Bank’s credit ratings; amendments
to, and interpretations of, risk based capital guidelines and reporting instructions and liquidity regulatory guidance;
operational and reputational risks; the risk that the Bank’s risk management models may not take into account all
relevant factors; the accuracy and completeness of information the Bank receives on customers and counterparties; the
timely development and introduction of new products and services in receptive markets; the Bank’s ability to expand
existing distribution channels and to develop and realize revenues from new distribution channels; the Bank’s ability to
complete and integrate acquisitions and its other growth strategies; changes in accounting policies and methods the
Bank uses to report its financial condition and financial performance, including uncertainties associated with critical
accounting assumptions and estimates; the effect of applying future accounting changes; global capital markets
activity; the Bank’s ability to attract and retain key executives; reliance on third parties to provide components of the
Bank’s business infrastructure; unexpected changes in consumer spending and saving habits; technological
developments; fraud by internal or external parties, including the use of new technologies in unprecedented ways to
defraud the Bank or its customers; consolidation in the Canadian financial services sector; competition, both from new
entrants and established competitors; judicial and regulatory proceedings; acts of God, such as earthquakes and
hurricanes; the possible impact of international conflicts and other developments, including terrorist acts and war on
terrorism; the effects of disease or illness on local, national or international economies; disruptions to public
infrastructure, including transportation, communication, power and water; and the Bank’s anticipation of and success
in managing the risks implied by the foregoing. A substantial amount of the Bank’s business involves making loans or
otherwise committing resources to specific companies, industries or countries. Unforeseen events affecting such
borrowers, industries or countries could have a material adverse effect on our financial results, businesses, financial
condition or liquidity. These and other factors may cause actual performance to differ materially from that
contemplated by forward-looking statements. For more information, see the discussion in the “Risk management”
section of the Bank’s Annual Report on Form 40-F for the fiscal year ended October 31, 2012 which is incorporated by
reference herein.

Readers are cautioned that the foregoing list of risk factors is not exhaustive and other factors could also adversely
affect the Bank’s and the Guarantor’s results. When relying on forward-looking statements to make decisions with
respect to the Bank and the Guarantor, investors and others should carefully consider the foregoing factors and other
uncertainties and potential events. Except as required by law, none of the Bank, the Guarantor, the Dealers, the

8

11



Edgar Filing: BANK OF NOVA SCOTIA / - Form F-3/A

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 Bank or the Guarantor.

Information contained in or otherwise accessible through the websites mentioned does not form part of this document.
All references in this document to websites are inactive textual references and are for your information only.

PRESENTATION OF FINANCIAL INFORMATION

The Bank prepares its consolidated financial statements in accordance with International Financial Reporting
Standards (“IFRS”), which replaced Canadian generally accepted accounting principles (“GAAP”) for publicly
accountable enterprises beginning in 2011. IFRS became effective for the Bank for its interim and annual periods
commencing November 1, 2011 (adoption date), and includes the preparation and reporting of one year of

comparative figures, including an opening balance sheet as of November 1, 2010 (transition date). For additional
information regarding the Bank’s adoption of IFRS, see the sections entitled “First-time adoption of IFRS” and
“Explanation of significant adjustments from Canadian GAAP to IFRS” in the Bank’s Annual Report on Form 40-F for
the fiscal year ended October 31, 2012.

Additionally, we publish our consolidated financial statements in Canadian Dollars. In this prospectus and any
applicable supplement, currency amounts are stated in Canadian Dollars ($), unless specified otherwise. As indicated
in the table below, the Canadian Dollar has fluctuated in value compared to the U.S. Dollar over time.

The tables below set forth the high and low daily noon exchange rates, the average yearly rate and the rate at period
end between Canadian Dollars and U.S. Dollars (in U.S. Dollars per Canadian Dollar) for the five-year period ended
October 31, 2012 and the high and low daily noon exchange rates for the three months ended January 31, 2013, the
three months ended April 30, 2013, the three months ended July 31, 2013 and for the period August 1 through August
16, 2013. On August 16, 2013, the daily noon exchange rate was U.S.$1.0345 = $1.00. Our reference to the “daily
noon exchange rate” is the daily noon exchange rate as reported by the Bank of Canada.

Year Ended October 31, High Low Average Rate®) At Period End

2008 1.09080.77270.9720 0.8225
2009 0.97190.76950.8605 0.9288
2010 1.00400.92800.9604 0.9816
2011 1.05840.94301.0159 1.0068
2012 1.02990.95360.9969 1.0006
Three months ending High Low
January 31, 2013 1.0078 0.9839
April 30, 2013 1.0314 0.9960
July 31, 2013 1.0576 1.0023
Period of High Low

August 1, 2013 through August 12,2013 1.0416 1.0297

12
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The average of the daily noon exchange rates on the last business day of each full month during the relevant
period.

ey

LIMITATIONS ON THE ENFORCEMENT OF U.S. LAWS
AGAINST THE BANK, OUR MANAGEMENT AND OTHERS

The Bank is incorporated under the federal laws of Canada under the Bank Act (Canada) (the “Bank Act”). The
Guarantor is an Ontario limited partnership. Substantially all of the Bank’s directors and executive officers, including
many of the persons who signed the Registration Statement on Form F-3, of which this prospectus forms a part, and
some or all of the experts named in this document, reside outside the United States, and all or a substantial portion of
the Bank and the Guarantor’s assets and 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, or to realize upon
judgments rendered against the Bank or such persons by 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 Bank has been advised by its Canadian counsel, Osler, Hoskin & Harcourt LLP, that a judgment of a United
States court predicated solely upon civil liability under such laws and that would not be contrary to public policy
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 Bank 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.

10
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SUMMARY

This summary highlights key information described in greater detail elsewhere, or incorporated by reference, in this
prospectus. You should read carefully the entire prospectus and the documents incorporated by reference and any
applicable prospectus supplement before making an investment decision.

The Bank of Nova Scotia

The Bank is a leading multinational financial services provider and Canada’s most international bank. With more than
83,000 employees, the Bank and its affiliates serve some 19 million customers in more than 55 countries around the
world. The Bank offers a broad range of products and services including personal, commercial, corporate and
investment banking.

Scotiabank Covered Bond Guarantor Limited Partnership

The Guarantor is a limited partnership established under the laws of the Province of Ontario whose principal business
is to provide a guarantee of the obligations of the Bank pursuant to covered bonds issued by it, from time to time,
pursuant to the Bank’s Global Registered Covered Bond Program (the “Program”) and certain ancillary activities with
respect thereto.

The Global Registered Covered Bond Program

The Bank intends to issue, offer and sell covered bonds under the Program in the United States pursuant to this
prospectus. These covered bonds will be issued under a trust deed governed by Ontario law (the “Trust Deed”). The
Bond Trustee acts as the trustee under the Trust Deed. All Series of the covered bonds under the Program will have

the benefit of the covered bond guarantee (the “Covered Bond Guarantee”) issued by the Guarantor and be secured by
a pledge of the Portfolio to the Bond Trustee. The Bank anticipates that it will continue to issue covered bonds by
means other than this prospectus under the Trust Deed from time to time.

On March 25, 2013, the Bank was accepted as a registered issuer under Part I.1 of the National Housing Act (Canada)
(the “NHA”) and the CMHC Guide in accordance with their terms and on July 22, 2013, the Program was registered as
a registered program under Part I.1 of the NHA and the CMHC Guide. All future covered bonds issued by the Bank
under the Program will be covered bonds issued under its registered covered bond program pursuant to Part I.1 of the
NHA and the CMHC Guide.

The Legislative Framework sets out certain statutory protections for holders of covered bonds under Canadian federal
and provincial bankruptcy and insolvency laws. The CMHC Guide elaborates on the role and powers of CMHC as
administrator of the Legislative Framework and sets out the conditions and restrictions applicable to registered
covered bond issuers and registered covered bond programs.

The Portfolio

The assets in the “Portfolio” consist primarily of first lien Canadian residential mortgage loans and their related security
interest in residential property, cash and in some cases certain Substitute Assets up to a certain threshold amount. As
required by the CMHC Guide, the Portfolio does not include any residential mortgages that are insured by a

Prohibited Insurer such as the CMHC.
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Global Public Sector Covered Bond Programme

The Bank has previously issued the equivalent of approximately $15.75 billion of covered bonds in multiple
currencies both outside and in the United States utilizing Regulation S and Rule 144A under the Bank’s Global Public
Sector Covered Bond Programme backed by mortgage loans insured by CMHC. $15.75 billion of these covered bonds
remain outstanding as of the date of this prospectus, and such covered bonds are guaranteed by a different guarantor
entity and are secured by a different cover pool.

The Covered Bond Guarantee

Pursuant to the Covered Bond Guarantee, the Guarantor has irrevocably and unconditionally guaranteed the due and
punctual payment of the Guaranteed Amounts on the covered bonds of each Series issued by the Bank in accordance
with the Trust Deed.

Program Structure Overview

The Covered Bond Guarantee is secured by a pledge of certain assets of the Guarantor, which includes the Portfolio,
to the Bond Trustee pursuant to the terms of the Security Agreement. The Guarantor purchased the initial Loans and
their Related Security included in the Portfolio from the Bank using amounts borrowed from the Bank under the
Intercompany Loan. Proceeds from the Intercompany Loan may also be used to purchase Loans and their Related
Security for the Portfolio and for other purposes as described in “Summary of the Principal Documents—Mortgage Sale
Agreement.” The Guarantor and the Bank will enter a Covered Bond Swap Agreement in respect of which the
Guarantor and the Bank will enter into a new confirmation for each Series of covered bonds that are issued by the
Bank, and an Interest Rate Swap Agreement. Following the Interest Rate Swap Effective Date, the Interest Rate Swap
Agreement converts interest received on the Portfolio to an amount in excess of the interest rate payable on the
Intercompany Loan and, for each Series, the Covered Bond Swap Agreement converts a certain portion of the
Canadian Dollar payments from the Interest Rate Swap Agreement (or if not then in place for any reason, the
Portfolio) to the currency and interest amounts payable on the related covered bonds. No cash flows will be
exchanged under either of the Swap Agreements until after the occurrence of certain specified events.

Risk Factors

An investment in the covered bonds involves risks. You should carefully consider all of the information set forth in
this prospectus and any applicable prospectus supplement and, in particular, should evaluate the specific factors set
forth below under “Risk Factors” in deciding whether to invest in the covered bonds. For a discussion of important
business and financial risks relating to the Bank, please see the Bank’s 2012 Annual Report, which is incorporated in
this prospectus by reference (and in any of our annual or quarterly reports for a subsequent financial period that are so
incorporated).

12
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Corporate Offices

The Bank’s executive offices are located at Scotia Plaza, 44 King Street West, Toronto, Ontario, Canada M5H 1H1
and the head office is located at 1709 Hollis Street, Halifax, Nova Scotia, Canada B3J 3B7. The telephone number is
(416) 866-3672.

The Guarantor’s address is 100 King Street West, Suite 6600, 1 First Canadian Place, Toronto, Ontario, M5X 1B8. The
telephone number is (416) 866-3672.

13
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PROGRAM STRUCTURE DIAGRAM

The following structure diagram provides an indicative summary of the principal features of the Program. The
diagram must be read in conjunction with and is qualified in its entirety by the detailed information presented
elsewhere in this prospectus and any applicable prospectus supplement.

*Cashflows under the Interest Rate Swap Agreement and the Covered Bond Swap Agreement will be exchanged only
after the Interest Rate Swap Effective Date or the Covered Bond Swap Effective Date, respectively.

14
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SUMMARY OF THE COVERED BOND PROGRAM

This section is a summary and does not describe every aspect of the covered bonds. This section summarizes the
material terms of the covered bonds that are common to all Series of covered bonds and which are more fully
described elsewhere in this prospectus. References to “Conditions” in this summary refer to the Terms and Conditions
described elsewhere in this prospectus. This summary is subject to and qualified in its entirety by reference to all the
provisions of the Trust Deed and other Transaction Documents, including definitions of certain terms used in the
Trust Deed and other Transaction Documents. In this summary, we describe the meaning of only some of the more
important terms. This summary is also subject to and qualified by reference to the description of the particular terms
of your Series or Tranche described in the applicable prospectus supplement. Those terms may vary from the terms
described in this prospectus. The applicable prospectus supplement relating to each Series or Tranche of covered
bonds will be attached to the front of this prospectus.

Bank:

Branch of
Account:

Guarantor:

Dealers:

Seller:

Servicer:
Cash
Manager:
Calculation
Agent:

Custodian:
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The Bank of Nova Scotia. For a more detailed description of the Bank, see “The Bank of Nova Scotia.”
The main branch of the Bank in Toronto (located at its executive offices) will take the deposits
evidenced by the covered bonds but without prejudice to the provisions of Condition 9 (Events of
Default, Acceleration and Enforcement). The Bank may also specify any other branch in the prospectus
supplement.

Scotiabank Covered Bond Guarantor Limited Partnership

Barclays Capital Inc., Scotia Capital Inc., and Scotia Capital (USA) Inc. and any other dealer appointed
from time to time by the Bank generally in respect of the Program or in relation to a particular Series or
Tranche of covered bonds.

The Bank, any New Seller, or other Limited Partner, who may from time to time accede to, and sell
Loans and their Related Security or Loans and their Related Security to the Guarantor.

The Bank, subject to replacement in accordance with the terms of the Servicing Agreement.

The Bank, subject to replacement in accordance with the terms of the Cash Management Agreement.

The Bank, acting through its office located at 201 Bishopsgate, London EC2M 3NS.

Computershare Trust Company of Canada, acting through its office located at 100 University Avenue,
11th Floor, Toronto, Ontario Canada M5J 2Y1.

19



Registrar, Principal
Paying Agent, and
Transfer Agent:

U.S. Registrar, Paying
Agent, Transfer Agent
and Exchange Agent:

Bond Trustee:

Cover Pool Monitor:

Interest Rate Swap
Provider:

Covered Bond Swap
Provider:

GDA Provider:
Account Bank:

Standby Account Bank:

Standby GDA Provider:

Intercompany Loan
Provider:

Legislative Framework:

Issuance of Series:

Currency and
Denomination:
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The Bank of Nova Scotia, London Branch acting through its office located at 201
Bishopsgate, London EC2M 3NS.

The Bank of Nova Scotia Trust Company of New York, acting through its office located
at One Liberty Plaza, 23rd Floor, New York, New York, 10006.

Computershare Trust Company of Canada, acting through its office located at 100
University Avenue, 11t Floor, Toronto, Ontario Canada M5J 2Y 1.

KPMG LLP, acting through its office at Bay Adelaide Centre, 333 Bay Street, Suite
4600, Toronto, Ontario, Canada M5H 2S5.

The Bank, subject to replacement in accordance with the terms of the Interest Rate Swap
Agreement.

The Bank, subject to replacement in accordance with the terms of the Covered Bond
Swap Agreement.

The Bank, acting through its main branch in Toronto.

The Bank, acting through its main branch in Toronto.

Canadian Imperial Bank of Commerce, acting through its office at 161 Bay Street, 11th
Floor, Toronto, Ontario, M5J 2S8.

Canadian Imperial Bank of Commerce, acting through its office at 161 Bay Street, 11th
Floor, Toronto, Ontario, M5J 2S8.

The Bank, acting through its main branch in Toronto.

The legislative framework established by Part I.1 of the NHA, including the CMHC

Guide.

Covered bonds will be issued in series (each, a “Series”). Each Series may comprise one or
more tranches (“Tranches” and each, a “Tranche”) issued on different issue dates. The
covered bonds of each Series will all be subject to identical terms, except that the issue
date and the amount of the first payment of interest may be different in respect of

different Tranches.

The covered bonds will be issued by the Bank, as a CMHC registered issuer, under its
CMHC registered covered bond program, which is registered pursuant to Part I.1 of the
NHA.

Unless otherwise specified in the applicable prospectus supplement, covered bonds will
be issued in U.S.$ and in such denominations as may be agreed to between the Dealers
and the Bank and as set forth in the applicable prospectus supplement.

20



Maturities:
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Covered Bonds:

Interest:

Types of
covered bonds:

Fixed Rate
Covered Bonds:

Floating Rate
Covered Bonds:
Other
provisions in
relation to
Floating Rate
Covered Bonds
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Such maturities as may be agreed between the Bank and the Dealers or covered bondholders, as the
case may be, and as indicated in the prospectus supplement, subject to such minimum or maximum
maturities as may be allowed or required from time to time by the relevant regulator (or equivalent
body) or any laws or regulations applicable to the Bank or the relevant specified currency.

The covered bonds will be issued in registered form as a global covered bond held through The
Depository Trust Company, or its successors (“DTC”).

Covered bonds may be interest bearing or non-interest bearing. Interest (if any) may accrue at a
fixed or floating rate (detailed in a formula or otherwise) and may vary during the lifetime of the
relevant Series.

Unless otherwise specified in the prospectus supplement, the types of covered bonds that may be
issued pursuant to this prospectus are (i) fixed rate covered bonds and (ii) floating rate covered
bonds.

Fixed rate covered bonds will bear interest at a fixed rate which will be payable on such date or
dates as may be agreed between the Bank and the Dealers and on redemption and will be calculated
on the basis of such day count basis as may be agreed between the Bank and the Dealers (as set out
in the applicable prospectus supplement), provided that if an Extended Due for Payment Date is
specified in the prospectus supplement, interest following the Original Due for Payment Date will
continue to accrue and be payable on the unpaid amount in accordance with Condition 4 (Interest),
at a rate of interest determined in accordance with Condition 4.1 (Interest on Fixed Rate Covered
Bonds) (in the same manner as the rate of interest for floating rate covered bonds) even where the
relevant covered bonds are fixed rate covered bonds.

Floating rate covered bonds will bear interest at a rate determined on such basis as may be agreed
between the Bank and the Dealers, as set out in the applicable prospectus supplement.

Floating Rate Covered Bonds may also have a Maximum Rate of Interest, a Minimum Rate of
Interest or both (as indicated in the applicable prospectus supplement). Interest on Floating Rate
Covered Bonds in respect of each Interest Period, as agreed prior to issue by the Bank and the
relevant Dealer(s), will be payable on such Interest Payment Dates, and will be calculated on a day
count basis, in each case as may be agreed between the Bank and the relevant Dealer(s).
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18

Edgar Filing: BANK OF NOVA SCOTIA / - Form F-3/A

Hard Bullet Covered Bonds may be offered and will be subject to a Pre-Maturity Test. The
intention of the Pre-Maturity Test is to test the liquidity of the Guarantor’s assets in respect of
Hard Bullet Covered Bonds maturing within 12 months from the relevant Pre-Maturity Test Date
when the Bank’s credit ratings have fallen below the Pre-Maturity Required Ratings.

Any issuance of covered bonds will be conditional upon satisfaction of the Rating Agency
Condition.

Covered bonds will not be listed on any stock exchange unless otherwise specified in the
applicable prospectus supplement.

The applicable prospectus supplement relating to each Tranche of covered bonds will indicate
either that the relevant covered bonds of such Tranche cannot be redeemed prior to their stated
maturity (other than following an Issuer Event of Default or a Guarantor Event of Default or as
indicated below) or that such covered bonds will be redeemable at the option of the Bank upon
giving notice to the holders of the covered bonds, on a date or dates specified prior to such stated
maturity and at a price or prices and on such other terms as may be agreed between the Bank and
the Dealers (as set out in the applicable prospectus supplement).

Early redemption will be permitted for taxation reasons and illegality as described in Conditions
6.2 (Redemption for taxation reasons) and 6.5 (Redemption due to illegality or invalidity), but
will otherwise be permitted only to the extent specified in the applicable prospectus supplement.
The applicable prospectus supplement may also provide that (if a Notice to Pay has been served to
the Guarantor) the Guarantor’s obligations under the Covered Bond Guarantee to pay the
Guaranteed Amounts corresponding to the Final Redemption Amount of the applicable Series of
covered bonds on their Final Maturity Date (subject to applicable grace periods) may be deferred
until the Extended Due for Payment Date.

In such case, such deferral will occur automatically (i) if the Bank fails to pay the Final
Redemption Amount of the relevant Series of covered bonds on their Final Maturity Date (subject
to applicable grace periods) and (ii) if the Guaranteed Amounts equal to the Final Redemption
Amount in respect of such Series of covered bonds are not paid in full by the Guarantor by the
Extension Determination Date (for example, because the Guarantor has insufficient funds in
accordance with the Priorities of Payments 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

22



Taxation:

19

Edgar Filing: BANK OF NOVA SCOTIA / - Form F-3/A

and taking into account amounts ranking pari passu in the Priorities of Payments). To the extent a Notice to
Pay has been served to the Guarantor and the Guarantor has sufficient time and sufficient funds to pay in
part the Final Redemption Amount, such partial payment will be made by the Guarantor on any Interest
Payment Date up to and including the relevant Extended Due for Payment Date as described in Condition
6.1 (Final redemption). Interest will continue to accrue and be payable on the unpaid amount in accordance
with Condition 4 (Interest) at a rate of interest determined in accordance with Condition 4 (Interest) (in the
same manner as the rate of interest for floating rate covered bonds). The Guarantor 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 will be due and payable on the Extended Due for
Payment Date.

Payments made by the Bank in respect of covered bonds will be made without withholding or deduction
for, or on account of, any present or future taxes, duties, assessments or governmental charges of whatever
nature imposed or levied by or on behalf of Canada or any province or territory thereof, or, in the case of
covered bonds issued by a branch of the Bank located outside Canada, the country in which such branch is
located, or any political subdivision thereof or any authority or agency therein or thereof having power to
tax, unless the withholding or deduction of such taxes, duties, assessments or governmental charges is
required by law. In that event, the Bank will (subject to customary exceptions) pay such additional amounts
as will result in the holders of covered bonds receiving such amounts as they would have received in
respect of such covered bonds had no such withholding or deduction been required. Under the Covered
Bond Guarantee, the Guarantor will not be liable to pay any such additional amounts as a consequence of
any applicable tax withholding or deduction, including such additional amounts which may become payable
by the Bank under Condition 7 (Taxation).

If (i) any portion of interest payable on a covered bond is contingent or dependent on the use of, or
production from, property in Canada or is computed by reference to revenue, profit, cash flow, commodity
price or any other similar criteria or by reference to dividends paid or payable to shareholders of a
corporation; (ii) the recipient of interest payable on a covered bond does not deal at arm’s length with the
Bank or the Guarantor for purposes of the Income Tax Act (Canada) (the “I'TA”); (iii) interest is payable in
respect of a covered bond owned by a person with whom the Bank or the Guarantor does not deal at arm’s
length for purposes of the ITA; or (iv) the recipient of interest payable on a covered bond is a “specified
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shareholder” of the Bank or a non-resident person that does not deal at arm’s length with a specified
shareholder of the Bank (in each case within the meaning of the ITA for purposes of the thin
capitalization rules contained in subsection 18(4) of the ITA), such interest may be subject to
Canadian nonresident withholding tax. A “specified shareholder” of the Bank is a person who owns, or
is deemed to own, alone or together with persons with whom that person does not deal at arm’s length,
shares entitled to 25% or more of the votes that could be cast at an annual shareholders’ meeting or
shares having a fair market value of 25% or more of the fair market value of all the issued and
outstanding shares of the Bank. Special rules, which are not discussed in this summary, may apply to
a non-Canadian Holder that is an insurer that carries on an insurance business in Canada and
elsewhere. Additional opinions from Canadian tax counsel may be required. See the discussion under
the caption “Taxation—Canadian Taxation.”
In general, a covered bond may be purchased by U.S. benefit plan investors as defined in Section
ERISA: 3(42) of the U.S. Employee Retirement Income Security Act of 1974, as amended (“ERISA”), subject
to certain conditions. See “Benefit Plan Investor Considerations.”
If a Guarantor Acceleration Notice is served in respect of the covered bonds, then the obligation of the
Guarantor to pay Guaranteed Amounts in respect of all covered bonds outstanding will be accelerated.
The covered bonds will constitute deposit liabilities of the Bank for purposes of the Bank Act,
however the covered bonds 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 Bank and rank pari passu with all deposit liabilities of the Bank without

Cross Default:

Status of the

gz;gls‘?d any preference among themselves and at least pari passu with all other unsubordinated and unsecured
) obligations of the Bank, present and future, except as prescribed by law and in certain limited
circumstances described in Conditions 9.1 (Issuer Events of Default) and 14 (Meetings of Covered
Bondholders, Modification, Waiver and Substitution).
. The covered bonds and the Transaction Documents (other than the Underwriting Agreement) will be
Governing ) . ) .
Law and governed by, and construed in accordance with the laws of the Province of Ontario and the laws of
C o Canada applicable therein. The Underwriting Agreement will be governed by the laws of the State of
Jurisdiction:
New York.
Ontario courts have non-exclusive jurisdiction in the event of litigation in respect of the contractual
documentation and the covered bonds governed by the laws of the Province of Ontario and the federal
laws of Canada applicable therein.
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A prospectus supplement will be prepared in respect of each Tranche of covered bonds. The terms
and conditions applicable to each Tranche will be those described under “Terms and Conditions of
the Covered Bonds” as supplemented, modified or replaced by the applicable prospectus supplement.
_DTC and/or, in relation to any covered bonds, any other clearing system as may be specified in the
“applicable prospectus supplement.

There will be specific restrictions on offers, sales and deliveries of covered bonds and on the
distribution of offering material in Canada, Japan, the EEA, the United Kingdom, France, Australia
and Italy, as well as such other restrictions as may be required in connection with a particular issue
of covered bonds as set out in the applicable prospectus supplement.

Payment of interest and principal in respect of the covered bonds when Due for Payment will be
irrevocably guaranteed by the Guarantor. The obligations of the Guarantor to make payment in
respect of the Guaranteed Amounts when Due for Payment are subject to the condition that a
Covered Bond Guarantee Activation Event has occurred. The obligations of the Guarantor under the
Covered Bond Guarantee will accelerate against the Guarantor upon the service of a Guarantor
Acceleration Notice. The obligations of the Guarantor under the Covered Bond Guarantee
constitute direct obligations of the Guarantor secured against the assets of the Guarantor, including
the Portfolio.

Payments made by the Guarantor under the Covered Bond Guarantee will be made subject to, and
in accordance with, the applicable Priorities of Payments.

To secure its obligations under the Covered Bond Guarantee and the Transaction Documents to
which it is a party, the Guarantor has granted a first ranking security interest over all of its present
and future acquired assets, including the Portfolio, in favor of the Bond Trustee (for itself and on
behalf of the other Secured Creditors) pursuant to the terms of the Security Agreement.

Under the terms of the Intercompany Loan Agreement, the Bank will make available to the
Guarantor 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, subject to
increases and decreases as described below. The Intercompany Loan will be denominated in
Canadian Dollars. The interest rate on the Intercompany Loan will be a Canadian Dollar floating
rate determined by the Bank from time to time, subject to a maximum
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of (i) prior to the Interest Rate Swap Effective Date, the yield on the Portfolio, and (ii) following
the Interest Rate Swap Effective Date, the amount received by the Guarantor pursuant to the
Interest Rate Swap Agreement, and, in each case, less a minimum spread and an amount for certain
expenses of the Guarantor.

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.

To the extent the 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 to acquire Loans and
their Related Security from the Seller.

The balance of the Guarantee Loan and the Demand Loan will be disclosed in each Investor
Report.

The Guarantee Loan is in an amount equal to the balance of outstanding covered bonds at any
relevant time plus that portion of the Portfolio required in accordance with the Asset Coverage Test
as over-collateralization for the covered bonds in excess of the amount of then outstanding covered
bonds (see “Summary of the Principal Documents—Guarantor 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 may
borrow any withdrawn or committed amount or re-borrow any amount repaid by the Guarantor
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 Event of Default has occurred and is continuing.

The Guarantor will use the initial advance under the Intercompany Loan to purchase Loans and
their Related Security for inclusion in the Portfolio from the Seller in accordance with the terms of
the Mortgage Sale Agreement and may use additional advances (i) to purchase Loans and their
Related Security 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 under the CMHC Guide; and/or
(iii) subject to complying with the Asset Coverage Test and the CMHC Guide to make Capital
Distributions to the Limited Partner; and/or (iv) to make deposits of the proceeds in the Guarantor
Accounts (including, without limitation, to fund the
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Reserve Fund and the Pre-Maturity Liquidity Required Amount, in each case to an amount not
exceeding the Prescribed Cash Limitation).

The Limited Partner may from time to time make Capital Contributions to the Guarantor including
Capital Contributions of Loans and their Related Security. The Managing GP and the Liquidation
GP respectively hold 99 percent and 1 percent of the 0.05 percent general partner interest in the
Guarantor. The Limited Partner holds the substantial economic interest in the Guarantor (99.95
percent).

Under the terms of the Mortgage Sale Agreement, the Seller will sell Loans and their Related
Security to the Guarantor for the Portfolio on a fully-serviced basis for consideration equal to the
fair market value of such Loans on their Transfer Date, or if so determined by the Limited Partner,
the Limited Partner may make Capital Contributions of Loans and their Related Security on a
fully-serviced basis to the Guarantor in exchange for additional interests in the capital of the
Guarantor.

The Guarantor will enter into the Interest Rate Swap Agreement with the Interest Rate Swap
Provider to provide a hedge, following the Interest Rate Swap Effective Date, against possible
variances in the rates of interest payable on the Loans in the Portfolio (which may, for instance,

Swap Agreement:include variable rates of interest or fixed rates of interest), the amounts payable on the

Covered Bond

Intercompany Loan and (following the Covered Bond Swap Effective Date) the Covered Bond
Swap Agreement.

To provide a hedge against currency risks arising, following the Covered Bond Swap Effective
Date, in respect of amounts received by the Guarantor under the Interest Rate Swap Agreement and
amounts payable in respect of its obligations under the Covered Bond Guarantee, the Guarantor

Swap Agreement:will enter into the Covered Bond Swap Agreement (which may include a new ISDA Master
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Agreement schedule and confirmation(s) and credit support annex, if applicable, for each Tranche
and/or Series of covered bonds) with the Covered Bond Swap Provider.
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RISK FACTORS

Investment in the covered bonds is subject to various risks including those risks inherent in conducting the business of
a diversified financial institution. Before deciding whether to invest in the covered bonds, you should consider
carefully the risks described in the documents incorporated by reference in this prospectus (including subsequently
filed documents incorporated by reference) and, if applicable, those described in a prospectus supplement, as the case
may be, relating to a specific offering of covered bonds.

Risks relating to the covered bonds generally
The covered bonds may not be a suitable investment for all investors

The purchase of covered bonds involve substantial risks and are 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. 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.

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 prospectus and, in particular, the
considerations set forth below and (ii) all the information set forth in the applicable prospectus supplement.
Prospective investors should make such inquiries as they deem necessary without relying on us or any arranger or
dealer.

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

have sufficient knowledge and experience to make a meaningful evaluation of the covered bonds, the merits and risks
-of investing in the covered bonds and the information contained in this prospectus or incorporated herein by reference
or any applicable supplement;

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;

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 currency in which the potential investor’s financial activities are
principally denominated;
24
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understand thoroughly the terms of the covered bonds and be familiar with the behavior of any relevant indices and
“financial markets; and

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 involve a high degree of risk and potential investors should be prepared to sustain a loss of all or part
of their investment.

The covered bonds will constitute unsecured and uninsured deposit obligations of the Bank

The covered bonds will constitute deposit liabilities of the Bank for purposes of the Bank Act, however the covered
bonds 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 Bank and rank pari passu
with all deposit liabilities of the Bank without any preference among themselves and at least pari passu with all other
unsubordinated and unsecured obligations of the Bank, present and future, except as prescribed by law and in certain
limited circumstances described in Conditions 9.1 (Issuer Events of Default) and 14 (Meetings of Covered
Bondholders, Modification, Waiver and Substitution). If the Bank enters into any bankruptcy, liquidation,
rehabilitation or other winding-up proceedings and there is a default in payment under any of the Bank’s secured or
unsecured indebtedness or if there is an acceleration of any of the Bank’s indebtedness, the value of the covered bonds
may decline. Further, the occurrence of an Issuer Event of Default alone does not constitute a Guarantor Event of
Default and does not entitle the Bond Trustee to accelerate payment of the Guaranteed Amounts. The Guarantor has
no obligation to pay the Guaranteed Amounts payable under the Covered Bond Guarantee until service on the
Guarantor of (i) a Notice to Pay following service of an Issuer Acceleration Notice on the Bank following the
occurrence of an Issuer Event of Default, or (ii) a Guarantor Acceleration Notice following the occurrence of a
Guarantor Event of Default. However, failure by the Guarantor to pay amounts when Due for Payment under the
Covered Bond Guarantee constitutes a Guarantor Event of Default (subject to any applicable grace periods) and
following service of a Guarantor Acceleration Notice, the covered bonds will become immediately due and payable
against the Bank and the obligations of the Guarantor under the Covered Bond Guarantee will be accelerated.

The covered bonds are obligations of the Bank and the Guarantor only and do not extend to any of their affiliates or
the parties to the Program, including the Bond Trustee

The payment obligations in relation to the covered bonds will be solely obligations of the Bank and, subject to the
terms of the Covered Bond Guarantee, obligations of the Guarantor. Accordingly, the payment obligations under the
covered bonds will not be obligations of, or guaranteed by, any other affiliate of the Bank. In particular, the covered
bonds will not be obligations of, and will not be guaranteed by, any of the Arrangers, the Dealers, the Bond Trustee,
the Cash Manager, the Custodian, any Swap Provider, any of their agents, any company in the same group of
companies as such entities or any other party to the Transaction Documents relating to the Program. Any failure by
the Bank or the Guarantor to pay any amount due under the covered bonds will not result in any liability whatsoever
in respect of such failure being accepted by any of the Arrangers, any of the Dealers, the Bond Trustee, the Custodian,
any Swap Provider, any of their agents, the Partners, any company in the same group of companies as such entities or
any other party to the Transaction Documents relating to the Program.
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The obligations under the Covered Bond Guarantee may be subject to an Extended Due for Payment Date and
payment on the Final Redemption Amount may be deferred beyond the Final Maturity Date

The prospectus supplement for a Series of covered bonds may specify that they are subject to an Extended Due for
Payment Date. If specified in the applicable prospectus supplement, in circumstances where neither the Bank nor the
Guarantor has sufficient funds available to pay in full the Final Redemption Amount due on a Series of covered bonds
on the relevant Final Maturity Date or within the relevant grace period, then the Final Maturity Date of the relevant
Series of covered bonds may be deferred to an Extended Due for Payment Date. If payment has been deferred as
discussed below, failure by the Guarantor to make payment in respect of all or any portion of the Final Redemption
Amount on the Final Maturity Date (or such later date within any applicable grace period) will not constitute a
Guarantor Event of Default.

If and to the extent that the Guarantor has sufficient funds available to partially redeem the relevant Series of covered
bonds, either on the Final Maturity Date or on the applicable Original Due for Payment Dates for that Series of
covered bonds up to and including the Extended Due for Payment Date, then (assuming that the Guarantor
Acceleration Notice and Notice to Pay for the relevant amount have been served to the Guarantor within the relevant
timeframes) the Guarantor will make such partial redemption in accordance with the Guarantee Priority of Payments
and as described in Condition 6.1 (Final redemption).

Interest will continue to accrue and be payable on the unpaid amount of the relevant Series of covered bonds in
accordance with Condition 4 (Interest) and at the rate of interest specified in the applicable prospectus supplement and
the Guarantor will pay Guaranteed Amounts constituting Scheduled Interest on each Original Due for Payment Date
and the Extended Due for Payment Date.

Failure by the Guarantor to pay Guaranteed Amounts corresponding to the unpaid portion of 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 in each case (subject to any applicable grace period) constitute a Guarantor Event of Default.

Covered bonds issued under the Program will rank pari passu with each other and will accelerate at the same time

Covered bonds issued under the Program (except for the first issue of the covered bonds) will either be fungible with
an existing Series of covered bonds or have different terms from an existing Series of covered bonds (in which case
they will constitute a new Series). All covered bonds issued under the Program from time to time will rank pari passu
with each other in all respects and, as obligations of the Bank, pari passu with covered bonds issued previously under
the Bank’s Global Public Sector Covered Bond Programme. Following the occurrence of an Issuer Event of Default
and service by the Bond Trustee of an Issuer Acceleration Notice, all outstanding covered bonds issued under the
Program will accelerate against the Bank but will be subject to, and have the benefit of, the Guaranteed Amounts
under the Covered Bond Guarantee (following a Notice to Pay having been served by the Bond Trustee on the
Guarantor).

Following the occurrence of a Guarantor Event of Default and service by the Bond Trustee of a Guarantor
Acceleration Notice, all outstanding covered bonds will accelerate against
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the Bank (if not already accelerated following service of an Issuer Acceleration Notice) and the obligations of the
Guarantor under the Covered Bond Guarantee will accelerate.

All covered bonds issued under the Program will share pari passu in the Security granted by the Guarantor under the
Security Agreement on a pro rata basis. Accordingly, the holders of each Series of covered bonds issued under the
Program will be required to share recovery proceeds from the Security with all other holders of each other Series of
the covered bonds issued under the Program on a pro rata and pari passu basis. However, holders of covered bonds
issued under the Program will not share in the security granted under the Bank’s Global Public Sector Covered Bond
Programme, which is guaranteed by a different guarantor entity and secured by a different pool.

Credit ratings assigned to the covered bonds may not reflect all risks

The credit ratings assigned to the covered bonds may not reflect the potential impact of all risks related to structure,
market, and other factors that may affect the value of the covered bonds. The ratings assigned to the covered bonds
with respect to Fitch address the following: the likelihood of full and timely payment to covered bondholders of all
payments of interest on each Interest Payment Date; and the likelihood of ultimate payment of principal in relation to
covered bonds on (a) their applicable Final Maturity Date, or (b) 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 prospectus supplement,
the applicable Extended Due for Payment Date. With respect to DBRS Limited and its successors (“DBRS”), the ratings
assigned to the covered bonds address the risk that the issuer will fail to satisfy its financial obligations in accordance
with the terms under which the covered bonds have been issued and are based on quantitative and qualitative
considerations relating to the issuer and the relevant ranking of claims. With respect to Moody’s, the ratings assigned
to the covered bonds address the expected loss posed to investors.

Any Rating Agency may lower or withdraw its credit rating 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, the market value of the covered bonds may be reduced. A downgrade or potential downgrade of these
ratings, the assignment of new ratings that are lower than existing ratings, or a downgrade or potential downgrade of
the ratings assigned to the Bank or any other securities of the Bank could reduce the number of potential investors in
the covered bonds and adversely affect the price and liquidity of the covered bonds. A rating is based upon
information furnished by the Bank or obtained by the rating agency from its own sources and is subject to revision,
suspension or withdrawal by the rating agency at any time. A credit rating is not a recommendation to buy, sell or hold
securities and may be subject to revision, suspension or withdrawal at any time.

Modifications, waivers and substitution under the covered bonds may, in certain circumstances, be made without
consent of the covered bondholders

The Terms and Conditions contain provisions for calling meetings of covered bondholders to consider matters
affecting their interests generally. These provisions permit defined majorities to bind all covered bondholders
including covered bondholders who did not attend and vote at the relevant meeting and covered bondholders who
voted in a manner contrary to the majority. Except to the extent the Trust Indenture Act applies, an individual covered
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bondholder may not be in a position to affect the outcome of the resolutions adopted by the meetings of covered
bondholders.

The Terms and Conditions of the covered bonds also provide that the Bond Trustee may, without the consent of
covered bondholders, (a) agree to any modification, waiver or authorization, of any breach, or proposed breach, of any
of the provisions of the covered bonds, (b) determine that any Issuer Event of Default or Guarantor Event of Default
will not be treated as such, (c) agree to the substitution of another company as principal debtor under any covered
bonds in place of the Bank or the Guarantor or (d) agree to any modification which is of a formal, minor or technical
nature or to correct a manifest error or an error which, in the opinion of the Bond Trustee, is proven, in the
circumstances described in Condition 14 (Meetings of Covered Bondholders, Modification, Waiver and Substitution).
The covered bondholders will not be in a position to give instructions to the Bond Trustee in relation to the matters set
out above.

The Guarantor’s ability to make payments under the Covered Bond Guarantee will depend primarily on the Portfolio

The Guarantor’s ability to meet its obligations under the Covered Bond Guarantee will depend primarily on the
realizable value of Loans and Substitute Assets in the Portfolio, the amount of Revenue Receipts and Principal
Receipts generated by the Portfolio and the timing thereof, amounts received from, and payable to, the Swap
Providers and the receipt by it of credit balances and interest on credit balances in the GDA Account and the other
Guarantor Accounts. The Guarantor will not have any other sources of funds available to meet its obligations under
the Covered Bond Guarantee. In addition, the Security granted pursuant to the Security Agreement may not be
sufficient to meet the claims of all the Secured Creditors, including the covered bondholders. Following enforcement
of the Security, Secured Creditors may still have an unsecured claim against the Bank for the deficiency, which will
rank pari passu with the other deposit obligations of the Bank. However, there can be no assurance that the Bank will
have sufficient funds to pay that shortfall.

If there is a call on the Covered Bond Guarantee, the claims of covered bondholders will be limited to the Guarantor’s
available funds from time to time, which may be limited due to a lack of liquidity in respect of the Portfolio

If there is a call on the Covered Bond Guarantee and sale of the Portfolio, the proceeds from the sale of the Portfolio
will depend on market conditions at the time of sale. If market conditions are unfavorable, the sale of the Portfolio
may result in proceeds that are less than the amount due on the covered bonds. Furthermore, the maturities of the
Loans in the Portfolio may not match those of the covered bonds which may require the Guarantor to sell Loans in
order to pay principal on those covered bonds. Any such sale of Loans exposes investors to market risk, as the then
current market value of the Loans may be less than the principal amount on the covered bonds. In addition, should an
Issuer Event of Default or other Registered Title Event occur, there may be a delay in any and all borrowers switching
payments to the new Servicer or the Guarantor.

There is no tax gross-up under the Covered Bond Guarantee

All payments of principal and interest in respect of the covered bonds will be made by the Bank without withholding
or deduction for, or on account of, taxes imposed by any governmental
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or other taxing authority (subject to customary exceptions), unless such withholding or deduction is required by law.
In the event that any such withholding or deduction is imposed by a tax jurisdiction specified under the Terms and
Conditions, the Bank will, save in certain limited circumstances provided in the Terms and Conditions, be required to
pay additional amounts to cover the amounts so deducted. By contrast, under the terms of the Covered Bond
Guarantee, the Guarantor will not be liable to pay any such additional amounts payable by the Bank under the Terms
and Conditions, or to pay any additional amounts in respect of any amount withheld or deducted for, or on account of,
taxes from a payment by the Guarantor under the Covered Bond Guarantee.

The Guarantor may not be able to sell Loans prior to maturity of Hard Bullet Covered Bonds upon a breach of the
Pre-Maturity Test or upon an Asset Coverage Test Breach Notice or Notice to Pay

Upon the breach of the Pre-Maturity Test and unless the Pre-Maturity Liquidity Required Amount is otherwise fully
funded from Capital Contributions, the Guarantor is obligated to sell Selected Loans (selected on a random basis) to a
purchaser in order to generate sufficient cash to enable the Guarantor to pay the Final Redemption Amount on any
Hard Bullet Covered Bond in the event that the Bank fails to pay that amount on the relevant Final Maturity Date. If
an Asset Coverage Test Breach Notice or a Notice to Pay is served to the Guarantor, the Guarantor may be obliged to
sell Selected Loans (selected on a random basis) in order to remedy a breach of the Asset Coverage Test or to make
payments to the Guarantor’s creditors, including payments under the Covered Bond Guarantee, as appropriate. There is
no guarantee that a purchaser will be found to acquire Selected Loans at the times required and there can be no
guarantee or assurance as to the price which may be obtained, which may affect the ability of the Guarantor to make
payments under the Covered Bond Guarantee.

In addition, the Guarantor will not be permitted to give representations and warranties or indemnities for those
Selected Loans. There is no obligation for the Seller to give, and no assurance that the Seller would give, any
representations and warranties or indemnities in respect of the Selected Loans. Any representations or warranties or
indemnities previously given by the Seller in respect of Loans in the Portfolio may not have value for a purchaser if
the Seller is then insolvent. Accordingly, there is a risk that the realizable value of the Selected Loans could be
adversely affected by the lack of representations, warranties or indemnities which in turn could adversely affect the
ability of the Guarantor to meet its obligations under the Covered Bond Guarantee.

The Bond Trustee will not be required to release the Loans and their Related Security from the Security pursuant to
any sale and purchase agreement with respect to the sale of Selected Loans unless (i) the Bond Trustee has provided
its prior written consent to the terms of such sale in accordance with the Guarantor Agreement, and (ii) the Guarantor
has provided a certificate to the Bond Trustee that such sale of Loans and their Related Security has been made in
accordance with the terms of the Transaction Documents. See “Summary of the Principal Documents Security
Agreement—Release of Security” below.

Later maturing covered bonds may not be paid in full or at all under the Covered Bond Guarantee as Portfolio assets
are not segregated by different Series of covered bonds and will be used to repay earlier maturing covered bonds first

Although each Series of covered bonds will rank pari passu with all other Series of covered bonds issued under the
Program, each Series of covered bonds may not necessarily have the same Final Maturity Date. As Portfolio assets are

not segregated in relation to each Series of
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covered bonds and will be used to repay earlier maturing covered bonds first, there is a risk that later maturing
covered bonds will not be paid in full (or at all) under the Covered Bond Guarantee. The Amortization Test may not
mitigate this risk. A breach of the Amortization Test will occur if the aggregate Principal Amount Outstanding of all
covered bonds issued under the Program is greater than the aggregate value of the Portfolio’s assets. Upon the
occurrence of a breach of the Amortization Test, a Guarantor Event of Default will also occur which will (subject to
the Terms and Conditions) lead to the service of a Guarantor Acceleration Notice on the Guarantor and the
acceleration of the obligations under the Covered Bond Guarantee in relation to all covered bonds then outstanding
(hence any further timing subordination will cease to exist). There is however no guarantee that the remaining
Portfolio assets will be sufficient to meet the claims of the remaining covered bondholders under the Covered Bond
Guarantee in full.

Reliance on certain transaction parties

The Guarantor and the covered bondholders place significant reliance on the Bank in connection with the multiple
roles of the Bank under the Transaction Documents and such reliance may give rise to conflicts of interest

The Guarantor and the covered bondholders place significant reliance on the Bank in connection with the servicing of
the Loans in the Portfolio, as well as for the Guarantor’s administration and funding. In particular, the Bank performs
the initial roles of (a) Cash Manager, (b) Servicer, (c) GDA Provider, (d) Swap Provider, (e) Intercompany Loan
Provider, and (f) Calculation Agent. The Bank holds substantially all of the interests in the Guarantor and is the sole
shareholder of the initial Managing GP. Prior to the occurrence of a Managing GP Default Event, subject to the
occurrence of certain events, the Bank has the ability to control the Guarantor through its control of the initial
Managing GP. The Bank, under the Servicing Agreement, will be responsible for servicing and administering the
Loans and their Related Security. Furthermore, the Bank, as the Seller of assets to the Portfolio, (a) has considerable
discretion to substitute Portfolio assets during the course of the Program and can generate and store the data and
documentation relating to the Portfolio assets underlying the transfer, retransfer and servicing of the Loans and the
Related Security, which data is also provided to third parties in their respective functions under the Program, and (b) is
obligated in certain circumstances to repurchase Loans and their Related Security from the Guarantor. See “Summary
of the Principal Documents—Mortgage Sale Agreement—Repurchase of Loans.”

The Bank, as Cash Manager, has, (a) prior to the earlier of (i) its credit rating falling below any of the threshold
ratings of (x) P-1 (in respect of Moody’s), (y) BBB+ and F2 (in respect of Fitch), and (z) BBB (low) (in respect of
DBRS), as applicable, of the unsecured, unsubordinated and unguaranteed debt obligations (or in the case of Fitch, the
issuer default rating) of the Cash Manager by the Rating Agencies (the “Cash Manager Required Ratings™) or (ii) the
occurrence of a Cash Manager Termination Event, unrestricted access to the funds standing to the credit accounts of
the Guarantor, and (b) the obligation to identify Non-Performing Eligible Loans for purposes of performing the Asset
Coverage Test, the Amortization Test and the Valuation Calculation from time to time. The Guarantor is also reliant
on the Swap Providers to provide it with the funds matching its obligations under advances and the Covered Bond
Guarantee. In view of these multiple roles of the Bank, such reliance may give rise to a wide variety of substantial
conflicts of interests. The Bank will have significant influence over important services required to maintain the
Program and provided to the Guarantor, which may conflict with the interests of the Guarantor and holders of the
covered bonds. This influence could adversely affect the Program and value of the covered bonds. If the Bank does
not adequately perform or withdraws from performing such services for the Guarantor or if there are disputes between
the Bank and the Guarantor, the Guarantor’s performance of its obligations could be affected. There can be no
assurance that the conflicts of interest described above will not have a material adverse effect on the Guarantor’s
performance of its payment and other obligations and/or on the covered bondholders.
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Further, the Bond Trustee is not obliged under any circumstances to act as a Servicer, as Cash Manager or as any other
third party on which the Guarantor relies, or to monitor the performance of any obligations of any third parties under
any relevant agreement.

Reliance on Swap Providers

The Guarantor will enter into the Interest Rate Swap Agreement with the Interest Rate Swap Provider to provide a
hedge, following the Interest Rate Swap Effective Date, against possible variances in the rates of interest payable on
the Loans in the Portfolio (which may, for instance, include variable rates of interest or fixed rates of interest), the
amounts payable on the Intercompany Loan and (following the Covered Bond Swap Effective Date) the Covered
Bond Swap Agreement. To provide a hedge against currency risks arising, following the Covered Bond Swap
Effective Date, in respect of amounts received by the Guarantor under the Interest Rate Swap Agreement and amounts
payable in respect of its obligations under the Covered Bond Guarantee, the Guarantor will enter into the Covered
Bond Swap Agreement with the Covered Bond Swap Provider.

If the Guarantor fails to make timely payments of amounts due under any Swap Agreement (except where such failure
is caused by the funds available to the Guarantor being insufficient to make the required payment in full), then it will
have defaulted under that Swap Agreement and such Swap Agreement may be terminated. Further, a Swap Provider is
only obliged to make payments to the Guarantor as long as and to the extent that the Guarantor complies with its
payment obligations. The Guarantor will not be in breach of its payment obligations where the Guarantor fails to pay a
required payment in full, provided such non-payment is caused by the funds of the Guarantor being insufficient to
make such payment in full under the relevant 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 (including in the
relevant currencys, if applicable) to the Guarantor on the payment date under the relevant Swap Agreement, the
Guarantor 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 may have
insufficient funds to meet its obligations under the Covered Bond Guarantee.

If a Swap Agreement terminates, the Guarantor may be obliged to make a termination payment in an amount related
to the mark to market value of such Swap Agreement to the relevant Swap Provider. There can be no assurance that
the Guarantor will have sufficient funds available to make such termination payment under the relevant Swap
Agreement, nor can there be any assurance that the Guarantor will be able to find a replacement swap counterparty
which (i) agrees to enter into a replacement swap agreement on substantially the same terms as the terminated swap
agreement, and (ii) has sufficiently high ratings to prevent a downgrade of the then current ratings of the covered
bonds by any one of the Rating Agencies.
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The obligation to pay a termination payment may adversely affect the ability of the Guarantor to meet its obligations
under the Covered Bond Guarantee. Additionally, the failure of the Guarantor to receive a termination payment from
the relevant Swap Provider may adversely affect the ability of the Guarantor to meet its obligations under the Covered
Bond Guarantee.

Replacement of the Bank as services provider may not be found on acceptable terms or within an acceptable time
period and the ability of the Guarantor to perform its obligations may be impaired

As noted above, the Bank performs a number of initial roles. In addition, the Bank will, as Servicer of the Loans and
Related Security, continue to service and administer the Loans and Related Security until revocation of the relevant
authority by the Guarantor.

In certain circumstances, the Bank is required to be replaced as provider of these services, for instance if it ceases to
have the requisite minimum rating (and it is unable to take other mitigating steps), or if an Issuer Event of Default
occurs in relation to the Bank. If the Bank is replaced as Cash Manager, then the Guarantor will be obliged to procure
that the funds in the Guarantor’s accounts deposited with the Bank are transferred to a newly opened account with a
replacement Cash Manager that meets the Cash Manager Required Ratings. See “Summary of the Principal
Documents—Cash Management Agreement.”

There is no certainty that a relevant replacement third party services provider/counterparty could be found who would
be willing to enter into the relevant agreement with the Guarantor. The ability of that servicer/counterparty to perform
fully its services would depend in part on the information, software and records which are then available to it. In
addition, the replacement servicer may be required to acquire or develop new servicing systems or platforms, which
may require substantial time and expense to implement. There can be no assurance that the Guarantor will be able to
enter into such replacement agreements and transactions on acceptable terms and within a time period which will
ensure uninterrupted payments of amounts due by the Guarantor under the Covered Bond Guarantee (if called).
Moreover, any entity appointed as Servicer would not become bound by the Bank’s obligations under the Mortgage
Sale Agreement.

In the event that any of the Cash Manager, the Account Bank, the Servicer, a Swap Provider, the Custodian or other
relevant party providing services to the Guarantor under the Transaction Documents fails to perform its obligations or
the Guarantor is unable to replace such service providers, in a timely manner, the Guarantor’s ability to perform its
payment and other obligations may be compromised. Furthermore, any delay or inability to appoint a suitable
replacement Servicer may have an impact on the realizable value of the Portfolio’s assets.

Depending on market conditions and the existence of a potential replacement Swap Provider with the required ratings
and other applicable characteristics, the Guarantor may not be able to enter into replacement swaps if the Bank is
required to be replaced as Swap Provider. If no such replacement swaps are executed, an investor in the relevant
covered bonds will be exposed to the interest rate and currency risks that were otherwise hedged by the relevant swaps
prior to their termination. Such exposure may result in a reduction of the amounts available to be paid on the covered
bonds.

In addition, should the applicable criteria (other than ratings requirements which, if not satisfied, will require the
replacement of the Bank unless the Guarantor is Independently Controlled and Governed) cease to be satisfied, the
parties to the relevant Transaction Document may agree to amend or waive certain of the terms of such document,
including the applicable criteria, in order to avoid the need for a replacement entity to be
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appointed. Although in certain circumstances the consent of the Bond Trustee and satisfaction of the Rating Agency
Condition may be required, the consent of covered bondholders may not be required in relation to such amendments
and/or waivers.

Further, the Bank will act in its own interests under the Program which may be adverse to your interests as a holder of

the covered bonds. See “—Program related legal and regulatory risks—The Bank will act in its own interest in connection
with the Program, and such actions may not be in the best interests of, and may be detrimental to, the holders of

covered bonds.”

Bankruptcy or Insolvency Risk

The assignments of the Portfolio assets from the Seller to the Guarantor pursuant to the terms of the Mortgage Sale
Agreement are intended by the Seller and the Guarantor to be and have been documented as sales for legal purposes.
As the subject of a legal sale, the Portfolio assets would not form part of the assets of the Bank available for
distribution to the creditors of the Bank. However, if the Seller or the Guarantor were to become bankrupt or
otherwise subject to insolvency, winding-up, receivership and/or restructuring proceedings, the Superintendent of
Financial Institutions (the “Superintendent”), appointed pursuant to the Office of the Superintendent of Financial
Institutions Act (Canada), Canada Deposit Insurance Corporation, appointed as receiver pursuant to the Canada
Deposit Insurance Corporation Act (Canada), or any liquidator or other stakeholder of the Seller, could attempt to
re-characterize the sale of the Portfolio assets as a loan from the Guarantor to the Seller secured by the Portfolio
assets, to challenge the sale under the fraudulent transfer or similar provisions of the Winding-up and Restructuring
Act (Canada) (“WURA”) or other applicable laws or to consolidate the assets of the Seller with the assets of the
Guarantor. In this regard, the Transaction Documents contain restrictions on the Seller and the Guarantor intended to
reduce the possibility that a Canadian court would order consolidation of the assets and liabilities of the Seller and the
Guarantor given, among other things, current jurisprudence on the matter. Further, the Legislative Framework
contains provisions that will limit the application of the laws of Canada and the provinces and territories relating to
bankruptcy, insolvency and fraudulent conveyance to the assignments of the Portfolio assets from the Seller to the
Guarantor. Nonetheless, any attempt to challenge the transaction or to consolidate the assets of the Seller with the
assets of the Guarantor, even if unsuccessful, could result in a delay or reduction of collections on the Portfolio assets
available to the Guarantor to meet its obligations under the Covered Bond Guarantee, which could prevent timely or
ultimate payment of amounts due to the Guarantor, and consequently, the holders of the covered bonds.

The interests of the Guarantor may be subordinate to statutory deemed trusts and other non-consensual liens, trusts
and claims created or imposed by statute or rule of law on the property of the Seller arising prior to the time that the
Portfolio assets are transferred to the Guarantor, which may reduce the amounts that may be available to the Guarantor
and, consequently, the holders of the covered bonds. The Guarantor will not, at the time of sale, give notice to
borrowers of the transfer to the Guarantor of the Portfolio assets or the grant of a security interest therein to the Bond
Trustee. However, under the Mortgage Sale Agreement, the Seller will warrant that the Portfolio assets have been or
will be transferred to the Guarantor free and clear of the security interest or lien of any third party claiming an interest
therein, through or under the Seller, other than certain permitted security interests. The Guarantor will warrant and
covenant that it has not taken and will not take any action to encumber or create any security interests or other liens in
any of the property of the Guarantor, except for the security interest granted to the Bond Trustee and except as
permitted under the Transaction Documents.
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Amounts that are on deposit from time to time in the Guarantor Accounts may be invested in certain permitted
investments pursuant to the Transaction Documents. In the event of the liquidation, insolvency, receivership or
administration of any entity with which an investment of the Guarantor is made (such as pursuant to the Guaranteed
Deposit Account Contract or the Standby Guaranteed Deposit Account Contract) or which is an issuer, obligor or
guarantor of any investment, the ability of the Guarantor to enforce its rights to any such investments and the ability of
the Guarantor to make payments to holders of the covered bonds in a timely manner may be adversely affected and
may result in a loss on the covered bonds. In order to reduce this risk, these investments must satisfy certain criteria.

Payments of interest and principal on the covered bonds are subordinate to certain payments (including payments for
certain services provided to the Guarantor), taxes and the reimbursement of all costs, charges and expenses of and
incidental to the enforcement of the Trust Deed and the other Transaction Documents to which the Bond Trustee is a
party, including the appointment of a receiver in respect of the Portfolio assets (including legal fees and
disbursements) and the exercise by the receiver or the Bond Trustee of all or any of the powers granted to them under
the Trust Deed and the other Transaction Documents to which the Bond Trustee is a party, and the reasonable
remuneration of such receiver or any agent or employee of such receiver or any agent of the Bond Trustee and all
reasonable costs, charges and expenses properly incurred by such receiver or the Bond Trustee in exercising their
power. These amounts could increase, especially in adverse circumstances such as the occurrence of a Guarantor
Event of Default, the insolvency of the Bank or the Guarantor or a Servicer Termination Event. If after the insolvency
of the Bank such expenses or the costs of a receiver or the Bond Trustee become too great, payments of interest on
and principal of the covered bonds may be reduced or delayed.

The ability of the Bond Trustee (for itself and on behalf of the other Secured Creditors) to exercise remedies in respect
of the covered bonds and the Covered Bond Guarantee and 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. The BIA
applies to limited partnerships. In addition, Canadian jurisprudence makes it clear that both the BIA and the CCAA
can apply to limited partnerships. Further, it is a possibility that a liquidator or receiver of the Seller, another creditor
of the Guarantor or the Superintendent could seek the court appointment of a receiver of the Guarantor or a
winding-up of the Guarantor, or might commence involuntary bankruptcy or insolvency proceedings against the
Guarantor under the BIA or the CCAA.

If the Guarantor or Bank, including as Seller and initial Servicer, voluntarily or involuntarily becomes subject to
bankruptcy, insolvency or winding-up proceedings including pursuant to the BIA, the CCAA or the WURA or if a
receiver is appointed over the Bank or the Guarantor, notwithstanding the protective provisions of the Legislative
Framework, this may delay or otherwise impair the exercise of rights or any realization by the Bond Trustee (for itself
and on behalf of the other Secured Creditors) under the covered bonds, the Covered Bond Guarantee and/or the
Security Agreement and/or impair the ability of the Guarantor or Bond Trustee to trace and recover any funds which
the Servicer has commingled with any other funds held by it prior to such funds being paid into the GDA Account. In
the event of a Servicer Termination Event as a result of the insolvency of the Bank, the right of the Guarantor to
appoint a successor Servicer may be stayed or prevented.
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Risks relating to the Portfolio

When realizing assets of the Portfolio following the occurrence of a Guarantor Event of Default, the proceeds may be
insufficient to repay all amounts due to covered bondholders

All Guaranteed Amounts will immediately become due and payable following the occurrence of a Guarantor Event of
Default and the service of a Guarantor Acceleration Notice on the Guarantor. At such time, the Bond Trustee will then
be entitled to liquidate the Portfolio and otherwise enforce assets under the Portfolio in accordance with, and subject
to, the provisions of the Security Agreement. The enforcement proceeds thereof may be used to make payments to the
Guarantor’s creditors, including payments under the Covered Bond Guarantee in accordance with the
Post-Enforcement Priority of Payments, described below in “Cashflows.” However, there is no guarantee that the
proceeds of enforcement of the Portfolio will be in an amount sufficient to repay all amounts due to the covered
bondholders and any relevant creditors.

In the case of insolvency of the Account Bank, the Guarantor will only have an unsecured claim against the estate for
funds deposited

While the Guarantor has undertaken to transfer the funds standing to the credit of the Account Bank to another bank if
the credit rating of the Account Bank falls below the Account Bank Required Ratings, there can be no assurance that
such transfer would be completed before the Account Bank becomes insolvent. If such an event occurs, the Guarantor
would have a claim as an unsecured creditor of the Account Bank. Accordingly, there is a potential risk of a loss of

the Guarantor’s funds held with the Account Bank in the event that the Account Bank has insufficient funds to meet all
the claims of its unsecured creditors.

The Asset Coverage Test, Amortization Test, Valuation Calculation and Pre-Maturity Test may not ensure that
adequate funds will be available to satisfy the Guarantor’s obligations in full

While the Asset Coverage Test, the Amortization Test and the Pre-Maturity Test have been designed to mitigate
certain economic and legal stresses in connection with the performance and valuation of the Portfolio in order to
ensure that the Guarantor is able to meet its ongoing requirements at all relevant times, in setting the values and
criteria for such tests, modeling has been undertaken on the basis of certain assumptions in certain stress scenarios. No
assurance can be given that the assumptions utilized in such modeling have been able to incorporate or examine all
possible scenarios that may occur in respect of the Guarantor and the Portfolio. As such, no assurance can be given
that the methodology and modeling utilized to set the relevant values and criteria within such tests will be sufficient in
all scenarios to ensure that the Guarantor will be able to meet its obligations in full.

The Bond Trustee will not be responsible for monitoring compliance with, or the monitoring of, the Asset Coverage
Test, the Amortization Test, the Valuation Calculation or the Pre-Maturity Test or any other test, or supervising the
performance by any other party of its obligations under any Transaction Document. See “Summary of the Principal
Documents—Guarantor Agreement.”

While the Guarantor is required to perform the Valuation Calculation to monitor exposure to volatility of interest rate
and currency market risk by measuring the present value of
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the Portfolio relative to the market value of the obligations guaranteed under the Covered Bond Guarantee, there is no
obligation on the part of the Bank or the Guarantor to take any action in respect of the Valuation Calculation to the
extent it shows the market value of the Portfolio is less than the market value of the obligations guaranteed under the
Covered Bond Guarantee.

Borrowers may default in paying amounts due under the Loans. The inability of borrowers to pay amounts due under
the Loans may reduce the amount of the Guarantor’s available funds

Borrowers may for a variety of reasons default on their obligations due under the Loans. Various factors influence
mortgage delinquency rates 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 a borrower’s individual, personal or financial circumstances may affect the
ability of the borrower to repay its Loan. Loss of earnings, illness, divorce and other similar factors may also 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 to the above, the ability of a borrower to sell a property at a price
sufficient to repay the amounts outstanding under that Loan will depend upon a number of factors, including the
availability of purchasers for that property, the value of that property and property values in general at the time. See
also “—Risks relating to the Canadian residential mortgage market such as a deterioration in the market for real estate,
could negatively affect the value and marketability of the covered bonds.”

Risks relating to the Canadian residential mortgage market such as a deterioration in the market for real estate, could
negatively affect the value and marketability of the covered bonds

A severe correction in the housing market could create strains in the residential mortgage market by causing an
economic recession (and associated loss of income) and a reduction in homeowner equity, leading to rising
delinquencies. The risk of a severe correction is considered low in most regions of the country, as valuations are
moderate, affordability is reasonable and interest rates are likely to remain low for some time. The risk of a correction
is somewhat larger in the Greater Vancouver and Toronto areas, which account for about one-quarter of the
population, as valuations are high and affordability of detached properties is strained. The risk of a severe correction
would increase if interest rates rose sharply or an external shock caused the economy to contract. In this case, the
subsequent housing downturn would impair economic circumstances and create greater stress in the mortgage market.

Prior to the completion of a transfer of payments collected from the Loans and their Related Security to the Guarantor,
funds collected by the Servicer on behalf of the Guarantor are commingled with the funds of the Servicer, and there
can be no assurance as to the ability of the Guarantor to obtain effective direct payments from borrowers

Notice is usually given to borrowers of the transfer of the Loan and Related Security to the Guarantor only after the
occurrence of a Registered Title Event. Such notice will instruct the relevant borrower to pay all further amounts due
under the relevant Loan to an account in the name of the Guarantor (as specified in such notice). As a matter of
Canadian law, until such notice is received by the borrower, the borrower may continue to pay all amounts due under
the relevant Loan to the Seller and receive good discharge for such payments.
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There can be no assurance that upon the occurrence of a Registered Title Event, (a) notification to the borrower will
be made duly and timely or (b) the Guarantor will have the ability to obtain effective direct payments from the
borrower under the Loan and the Related Security.

Under the Servicing Agreement, the Servicer may receive funds belonging to the Guarantor that arise from the Loans
and their Related Security comprised in the Portfolio and are to be paid into the GDA Account. Prior to a downgrade
of the ratings of the Servicer by one or more Rating Agencies below any of the Servicer Deposit Threshold Ratings,
the Servicer will transfer such funds on or before the next Guarantor Payment Date (i) to the Cash Manager prior to a
downgrade of the ratings of the Cash Manager by one or more Rating Agencies below any of the Cash Management
Deposit Ratings, and (ii) following a downgrade of the ratings of the Cash Manager by one or more Rating Agencies
below any of the Cash Management Deposit Ratings, directly into the GDA Account. In the event of a downgrade of
the ratings of the Servicer by one or more Rating Agencies below any of the Servicer Deposit Threshold Ratings, the
Servicer will transfer such funds (i) to the Cash Manager prior to a downgrade of the ratings of the Cash Manager by
one or more Rating Agencies below any of the Cash Management Deposit Ratings, and (ii) following a downgrade of
the ratings of the Cash Manager by one or more Rating Agencies below any of the Cash Management Deposit
Ratings, directly into the GDA Account, in each case within two Toronto Business Days of the collection and/or
receipt thereof.

Until completion of the transfer of such payments collected on the Loans and Related Security to the Cash Manager or
the GDA Account and prior to the circumstances as set out above, funds collected by the Servicer on the account of
the Guarantor are commingled with the funds of the Servicer. This may adversely affect the timing and amount of
payments on the covered bonds. Moreover, the Bank also serves as initial Account Bank to the Guarantor. Therefore,
even if the transfer of such payments to the Guarantor’s account with the Bank is completed, the covered bondholders
bear the risk of an insolvency of the Bank unless the Bank has been replaced as Account Bank and transfer of the
funds has been completed prior to such event.

The Lending Criteria applicable to any Loan at the time of its origination may not be the same as those set out in this
prospectus, including lower creditworthiness

Each of the Loans originated by the Seller will have been originated in accordance with its Lending Criteria at the
time of origination. Since the Portfolio is dynamic, Loans made based on different lending criteria may be included in
the Portfolio so long as the Loan Representations and Warranties are satisfied as of the applicable Transfer Date with
respect to each such Loan. 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, insurance policies, high loan-to-value fees, status of
applicants and credit history. In connection with the sale of any Loans and Related Security to the Guarantor, the
Seller will warrant only that prior to making each advance under such Loans, the Lending Criteria and all other
preconditions to the making of the Loans were satisfied. The Seller retains the right to revise its Lending Criteria from
time to time but would only do so to the extent that such a change would be acceptable to reasonable and prudent
institutional mortgage lenders in the Seller’s market. If the Lending Criteria of the Seller changes 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
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Portfolio, or part thereof, and the ability of the Guarantor to make payments under the Covered Bond Guarantee.

In addition, New Sellers who are affiliates of the Bank may in the future accede to the Program, become a limited
partner of the Guarantor and sell Loans and their Related Security to the Guarantor. Any loans originated by a New
Seller will have been originated in accordance with the lending criteria of the New Seller, which may differ from the
Lending Criteria for Loans originated by the Seller. If the lending criteria differ in a way that affects the
creditworthiness of the Loans in the Portfolio, that may lead to increased defaults by borrowers and may affect the
realizable value of the Portfolio or any part thereof or the ability of the Guarantor to make payments under the
Covered Bond Guarantee.

Levels of arrears in the Portfolio included in the applicable prospectus supplement are as of the applicable cut-off
dates, and may have changed at the date of the issuance of the relevant Series of covered bonds

For each Series of covered bonds, selected information about the Loans in the Portfolio, including information in
respect of arrears as of the cut-off date prior to the time of the relevant issue of such Series of covered bonds, will be
set out in the applicable prospectus supplement. Except as otherwise indicated in such prospectus supplement, the
selected information will be prepared using the current balance as of the relevant cut-off date, which includes all
principal and accrued interest for the Loans as of the relevant cut-off date and may not be a true reflection of the
Loans as at the date of issuance of such Series of covered bonds. The selected information will not include any Loans
assigned to the Portfolio since the relevant cut-off date.

New Loan Types may be included in the Portfolio without the consent of covered bondholders

As at the date of this prospectus, the Portfolio is comprised of Loans secured on residential property located in Canada
which have been fully advanced at the date of sale to the Guarantor. In the event that New Loan Types are
subsequently included, amendments will be made to the Eligibility Criteria, the Loan Representations and Warranties,
and certain related provisions of the Mortgage Sale Agreement, subject to receipt of satisfaction of the Rating Agency
Condition. While New Loan Types will be required to comply with the eligibility requirements under Part I.1 of the
NHA and the CMHC Guide, the consent of the covered bondholders to these changes will not need to be obtained and
as a consequence the interests of the covered bondholders may be adversely affected.

The Guarantor does not have registered or recorded title to the Loans and their Related Security in the Portfolio on the
relevant Transfer Date which could affect its rights against borrowers

The Seller will transfer all of its right, title and interest in the Loans and their Related Security to the Guarantor
pursuant to the Mortgage Sale Agreement on the relevant Transfer Date. However, the registered or recorded title to
the transferred Loans and their Related Security will remain with the Seller until the occurrence of a Registered Title
Event. As a result (and until such time) application will not be made to the applicable land registry offices to register
or record the Guarantor’s ownership interest in the Loans and their Related Security and notice of the sale of the Loans
and their Related Security will not be given to any borrower. Since prior to the occurrence of a Registered Title Event,
the Guarantor will not have perfected its ownership interest in the Loans and their Related Security by completing the
applicable registrations at the
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appropriate land registry or land titles office or providing notice of the sale of the Loans to the borrowers, the
following risks exist:

first, if the Seller sells a Loan and its Related Security, which has already been sold to the Guarantor, to another
person and that person acted in good faith and did not have notice of the interest of the Guarantor in the Loan and its
-Related Security, then such person might obtain good title to the Loan and its Related Security, free from the interest
of the Guarantor. If this occurs then the Guarantor may not have good title in the affected Loan and its Related
Security and it may not be entitled to payments by a borrower in respect of that Loan;

second, the rights of the Guarantor may be subject to the rights of the borrowers against the Seller, such as rights of
-set-off that may occur in relation to transactions or deposits made between borrowers and the Seller and the rights of
borrowers to redeem their mortgages by repaying the Loans directly to the Seller; and

third, unless the Guarantor has perfected the sale of the Loans (which it is only entitled to do in certain
-circumstances), the Guarantor may not be able to enforce any borrower’s obligations under the relevant Loan itself but
may have to join the Seller as a party to any legal proceedings.
If any of the risks described in the bullet points above were to occur, then the realizable value of the Portfolio or any
part thereof and/or the ability of the Guarantor to make payments under the Covered Bond Guarantee may be
adversely affected. In addition, the exercise of set-off rights by borrowers may also adversely affect the amount that

the Bond Trustee (for covered bondholders and on behalf of the other Secured Creditors) is able to realize on the
Portfolio under the Security Agreement.

Limitations on recourse to the Seller may adversely affect the Portfolio

The Guarantor and the Bond Trustee will not undertake any investigations, searches or other actions on any Loan or
its Related Security and will rely instead on the representations and warranties provided by the Seller in connection
with the transfer of such Loans and their Related Security. If any of the representations and warranties prove to be
untrue or there is a material breach of these representations and warranties (subject to the Seller remedying such
breach within a certain period of time), the Seller will be required to repurchase the Loan and its Related Security.
There can be no assurance that the Seller will have the financial resources to repurchase the Loans and their Related
Security. However, if the Seller does not repurchase those Loans and their Related Security that are in breach, those
Loans will be given a zero value for the purposes of any calculation of the Asset Coverage Test, the Valuation

Calculation and the Amortization Test. There is no further recourse to the Seller for a breach of a Loan Representation
and Warranty.

Risks particular to STEP Loans

The Bank expects that the Portfolio will from time to time include STEP Loans. For a detailed description of the
STEP Loans, see “Summary of the Principal Documents—Mortgage Sale Agreement—Scotia Total Equity Plan and STEP
Loans.” STEP Loans are subject to certain additional risks which include, among others, the following risks.
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The risk that Other STEP Products that are secured by the same STEP Collateral Mortgage may be sold to third
parties. While as a condition precedent to a sale of such a Other STEP Product, such third party must first enter into a
Security Sharing Agreement and provide a Release of Security to the Custodian to be held in trust, prior to such
-Release of Security becoming effective, the Custodian must obtain an opinion of legal counsel that the conditions
precedent to the exercise of such Release of Security have occurred. There can be no assurance that such conditions
precedent will be satisfied in the intended circumstance or that any delay by the Custodian in exercising such Release
of Security would not have an adverse effect on the Portfolio.
In the event of any required sale of any Selected Loans under the Transaction Documents, and if a STEP Loan is
required to be sold, the risk that the terms of the STEP Plan, the related servicing and priority arrangements
-governing the STEP Loans and/or the continuing ownership interests of the Seller and/or Other STEP Creditors in the
other related STEP Accounts and the related STEP Collateral Mortgages may make such STEP Loans more difficult
to sell than other Loans that are not STEP Loans.
The risk that the Guarantor, or the Servicer on its behalf, is or will become subject to certain fiduciary and other
rights, duties and obligations under applicable law or under any applicable agreements in regard to the Seller and/or
any Other STEP Creditor having an interest in the related STEP Collateral Mortgage which could delay or otherwise
“adversely affect its right to make certain servicing and/or enforcement decisions relating to such STEP Loans or, with
respect to such agreements, which may affect the respective priorities of the related STEP Loans and Other STEP
Products.
The Portfolio consists of Loans and their Related Security which have been randomly selected by the Seller and which
are represented to satisfy the Loan Representations and Warranties and the CMHC Guide

None of the Arrangers, the Cover Pool Monitor, any Dealer, the Bond Trustee, or the Custodian has undertaken or will
undertake any due diligence with respect to the wording or content of the individual agreements underlying such
Portfolio assets or the facts and circumstances relating to the particular relationship between the relevant borrower or
the related Mortgaged Property, respectively, and the Seller, all of which may impact the viability and interpretation
of such agreements. The Guarantor will rely on the Loan Representations and Warranties given by the Seller in the
Mortgage Sale Agreement. The remedies provided for in the Mortgage Sale Agreement to the Guarantor in respect of
non-compliance with the Loan Representations and Warranties (other than where such breach was waived at the point
of assignment to the Guarantor), will be limited to the repurchase by the Seller of the related Loan and its Related
Security for an amount equal to the applicable Repurchase Amount. Such obligation is not guaranteed by nor will it be
the responsibility of any person other than the Seller and neither the Guarantor nor the Bond Trustee will have
recourse to any other person in the event that the Seller, for whatever reason, fails to meet such obligation.
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The sale of real property upon the enforcement of a mortgage security is subject to Canadian real property and
insolvency regulations, property transfer taxes, capital gain taxes and legal liens

Limitations on enforceability of mortgage security. Generally, a lender’s right to realize on its mortgage security may
be subject to or regulated by statutes, the existing practice and procedures of a court of competent jurisdiction and that
court’s equitable powers. Under certain circumstances, a court may exercise equitable powers to relieve a borrower
from the effects of certain defaults or acceleration. Certain proceedings taken by a lender to realize upon its mortgage
security, such as foreclosure and judicial sale, are subject to most of the delays and expenses of other lawsuits,
particularly if defenses or counterclaims are asserted, sometimes requiring up to several years to complete. If a
borrower makes a proposal or an assignment or initiates or becomes subject to any other proceedings under the
Bankruptcy and Insolvency Act (Canada) or other insolvency, arrangement or other legislation for the relief of debtors,
the Seller or the Guarantor may not be permitted to accelerate the maturity of the related Loan, to foreclose on the
Mortgaged Property or to exercise power of sale or other mortgage enforcement proceedings for a considerable period
of time. For STEP Loans in the Province of Quebec, since the Seller and Other STEP Creditors will be entitled to an
undivided interest in the STEP Collateral Mortgage to the extent of the outstanding indebtedness owing under any
related STEP Accounts, the Guarantor will have to join the Seller and such Other STEP Creditors in enforcement
proceedings against the related borrower.

Where a borrower or any beneficial owner of a Mortgaged Property is or subsequently becomes a non-resident of
Canada under the ITA and remains a non-resident at the time that enforcement proceedings are taken under the Loan,
the specific remedies available to the lender may be practically limited by the requirement that the lender comply with
section 116 of the ITA upon any sale of the Mortgaged Property under or in respect of the related Loan which may
require the lender to withhold from realization proceeds an amount equal to (or, in certain cases, greater than) the tax
applicable to any accrued capital gain of such non-resident person triggered by such sale. Many of the Loans contain
“due-on-sale” clauses, which permit the acceleration of the maturity of the related Loan if the borrower sells the related
Mortgaged Property. The Loans also generally include a debt-acceleration clause, which permits the acceleration of
the Loan upon a monetary or non-monetary default by the borrower. The enforceability of such due-on-sale and
debt-acceleration clauses is subject to and may be affected by (i) applicable bankruptcy, insolvency and other laws of
general application limiting the enforcement of creditors’ rights and remedies generally, and (ii) applicable principles
of law and equity, and in some provinces, applicable statutory provisions which limit restraint on alienation of real
property and provide relief to a borrower, in certain circumstances, from the effects of certain defaults or acceleration.

Prior liens. The priority of mortgages securing the Loans may be subject to prior liens resulting from the operation of
law, such as liens in favor of governmental authorities and persons having supplied work or materials to the relevant
Mortgaged Property. In each province and territory, the priority of a mortgage against real property may be subject to
a prior lien for unpaid realty taxes in favor of the applicable taxing authorities. In the Province of Québec, the priority
of a hypothec on rents may be subject to a prior claim in favor of the government for amounts due under fiscal laws.

Registered title. The Mortgages securing the Loans will be registered in the name of the Seller, as agent, bare trustee
and nominee in trust for the Guarantor. Upon the occurrence of a Registered Title Event, the Guarantor will have the

right to demand that the Seller provide it with
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registered or recorded title to the Loans and their Related Security at the expense of the Seller, and if the Seller fails to
do so, the Guarantor will exercise certain powers of attorney granted to it by the Seller, and record assignments and
transfers of all Loans in its name (or in any other name it may decide) or, for STEP Loans in Quebec, to record an
assignment of the STEP Collateral Mortgages to the extent of the Guarantor’s interest therein. If such registration
becomes necessary, there may be costs and delays associated with effecting such registrations (potentially resulting in
delays in commencing, prosecuting and completing enforcement proceedings). The Seller will be responsible for
meeting all costs associated with such registrations. However, if the Seller does not have the funds to pay such costs,
any related expenses the Guarantor is required to pay may reduce the amounts available to pay the covered
bondholders.

Adverse environmental conditions on a Mortgaged Property may affect the value of a Loan

If an adverse environmental condition exists with respect to a Mortgaged Property, the related Loan may be subject to
the following risks: (i) a diminution in the value of such Mortgaged Property or the practical ability to foreclose or
take other enforcement proceedings against such Mortgaged Property; (ii) the potential that the related borrower may
default on the related Loan due to such borrower’s inability to pay high remediation costs or difficulty in bringing the
Mortgaged Property into compliance with environmental laws; (iii) in certain circumstances as more fully described
below, the liability for clean-up costs or other remedial actions could exceed the value of the Mortgaged Property; or
(iv) the practical inability to sell the Mortgaged Property or the related Loan in the secondary market. Under certain
provincial laws, the reimbursement of remedial costs incurred by regulatory agencies to correct environmental
conditions may be secured by a statutory lien over the subject property, which lien, in some instances, may be prior to
the lien of an existing mortgage. Any such lien arising in respect of a Loan could adversely affect the value of such
Loan and could make any foreclosure or other enforcement proceedings impracticable. Under various federal and
provincial laws and regulations, a current or previous owner or operator of real property, as well as certain other
categories of parties, may be liable for the costs of removal or remediation of hazardous or toxic substances on, under,
adjacent to or in such property. The cost of any required remediation and the owner’s liability therefor is generally not
limited under applicable laws, and could exceed the value of the property and/or the assets of the owner. Under some
environmental laws, a secured lender may be found to be an “owner” or “operator” or person in charge, management or
control of, or otherwise responsible for, the Portfolio. In such cases, a secured lender may be liable for the costs of any
required removal or remediation of adverse environmental conditions. The Guarantor and/or the Bond Trustee’s
exposure to liability for clean up costs will increase if it or its agent actually takes possession of the Portfolio.

All of the real property securing the Loans in the Portfolio is located in Canada and a deterioration in the market
for residential real estate in Canada could negatively affect the value of the covered bonds

All real property securing the Loans in the 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.
A significant deterioration in the market for residential or other real estate could negatively affect the value of the real
property in the underlying Portfolio and the Canadian residential mortgage market, which in turn could have an
adverse effect on the value and marketability of the covered bonds and the ability of the Guarantor to make payments
under the Covered Bond Guarantee.
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Interest obligations may be greater than the monthly installment payment for certain products and borrowers may
refuse to pay excess amounts

When the Bank’s Prime Rate increases, the amount of interest payable by a borrower under a loan having a variable
rate of interest increases. The borrower’s installment payment, however, remains constant (except as discussed below)
and, the portion of the borrower’s monthly mortgage payment allocated towards the payment of principal is reduced. If
the interest rate on a Loan reaches the level at which the borrower’s mortgage payment is insufficient to cover the
interest payable, the difference is capitalized and added to the principal balance of the Loan. For certain variable rate
products this may result in the principal balance of the Loan being greater than the original principal amount of the
Loan. If the principal balance of the Loan increases in excess of 105 percent of the original principal amount of the
Loan, the Bank may require the borrower to pay the excess amount, increase the amount of the borrower’s monthly
installment, or (if the borrower has the right to do so under the Loan) convert the Loan to a fixed rate Loan.

The 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
Portfolio and in the event that the Guarantor 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 is
required to liquidate a large number of Loans that have interest rates significantly below prevailing interest rates, the
Guarantor may not realize sufficient proceeds to pay the covered bonds in full.

Risks relating to the Guarantor
There are limited events of default with respect to the Guarantor

Service of an Issuer Acceleration Notice on the Bank does not constitute an event of default with respect to the
Guarantor and, therefore, does not in itself trigger an acceleration of the payment obligations of the Guarantor under
the Covered Bond Guarantee. Instead, the Terms and Conditions contain limited events of default with respect to the
Guarantor, the occurrence of which would entitle covered bondholders to accelerate payment obligations under the
Covered Bond Guarantee. Acceleration of the covered bonds following a Guarantor Event of Default may not lead to
accelerated payments to covered bondholders, since there can be no assurance that the Guarantor or the Bond Trustee
will be able to promptly sell the Portfolio.
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Currency risks and risks related to Swap Agreements

Differences in timing of obligations of the Guarantor and the Covered Bond Swap Provider under the Covered Bond
Swap Agreement could adversely affect the Guarantor’s ability to meet its obligations

Following the Covered Bond Swap Effective Date, the Guarantor will, on each Guarantor Payment Date, pay or
provide for payment of an amount to the Covered Bond Swap Provider based on the Canadian Deposit Offering Rate
for Canadian Dollar deposits (“CDOR”) having the relevant maturity for the agreed period. The Covered Bond Swap
Provider may not be obliged to make corresponding swap payments to the Guarantor until amounts are due and
payable by the Guarantor under the Intercompany Loan Agreement or Due for Payment under the Covered Bond
Guarantee. If the Covered Bond Swap Provider does not meet its payment obligations to the Guarantor under the
Covered Bond Swap Agreement or does not make a termination payment that has become due from it to the Guarantor
under the Covered Bond Swap Agreement, the Guarantor may have a larger shortfall in funds with which to make
payments under the Covered Bond Guarantee with respect to the covered bonds than if the Covered Bond Swap
Provider satisfied its payment obligations on the same date as the date on which the Guarantor’s payment obligations
under the Covered Bond Swap were due. Hence, the difference in timing between the obligations of the Guarantor and
the obligations of the Covered Bond Swap Provider under the Covered Bond Swap Agreement may affect the
Guarantor’s ability to make payments under the Covered Bond Guarantee with respect to the covered bonds. To
mitigate the risk, the Covered Bond Swap Provider will be required, pursuant to the terms of the relevant Covered
Bond Swap Agreement, to post collateral with the Guarantor if the Guarantor’s net exposure to the Covered Bond
Swap Provider under the relevant Covered Bond Swap Agreement exceeds a certain threshold level or if certain
ratings requirements are not met.

Risks related to the structure of a particular issue of covered bonds
Changes of law

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 the Province of Ontario and the federal laws of Canada applicable therein including banking, bankruptcy and
income tax laws in effect as at the date of this prospectus, unless otherwise indicated. No assurance can be given as to
the impact of any possible change to these laws, including the NHA and the regulations and policies thereunder with
respect to CMHC guidelines (including the CMHC Guide), 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 Bank or the
Guarantor after the date of this prospectus, nor can any assurance be given as to whether such change could adversely
affect the ability of the Bank to meet its obligations in respect of the covered bonds or the Guarantor to meet its
obligations under the Covered Bond Guarantee.

The covered bonds may be subject to optional redemption by the Bank
An optional redemption feature of a Series of covered bonds is likely to limit their market value. During any period
when the Bank may elect to redeem such 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 occur prior to any redemption period.
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The Bank may be expected to redeem such Series of covered bonds when its cost of borrowing is lower than the
interest rate on the Series of 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 Series of 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 Bank may issue covered bonds that bear interest at a rate that converts from a Fixed Rate to a Floating Rate, or
from a Floating Rate to a Fixed Rate

The Bank may issue a Tranche of covered bonds that bear interest at a rate that converts from a Fixed Rate to a
Floating Rate, or from a Floating Rate to a Fixed Rate. Where the Bank has the right to affect such a conversion, this
may affect the secondary market and the market value of the covered bonds since the Bank may be expected to
convert the rate when it is likely to produce a lower overall cost of borrowing. If the Bank converts from a Fixed Rate
to a Floating Rate, in such circumstances, the spread on such covered bonds may be less favorable than the prevailing
spreads on comparable Floating Rate covered bonds tied to the same Reference Rate. In addition, the new Floating
Rate at any time may be lower than the rates on the other covered bonds. If the Bank converts from a Floating Rate to
a Fixed Rate, in such circumstances, the Fixed Rate may be lower than the prevailing rates on the other covered
bonds.

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

The issue price of covered bonds specified in the applicable prospectus 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. Generally, the
longer the remaining term of the securities, the greater the price volatility as compared to conventional interest bearing
securities with comparable maturities.

The 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 Bank. 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 percent of the
Principal Amount Outstanding of covered bonds of the relevant Series then outstanding.

The Bond Trustee is not obligated to serve Issuer Acceleration Notice on the Bank upon an Issuer Event of Default or
a Notice to Pay on the Guarantor, or to seek enforcement of the provisions of the Trust Deed on the covered bonds,
except if so directed by the holders of the covered bonds. Accordingly, the powers of the Bond Trustee may adversely

affect your interests in the covered bonds.
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Additional risk factors

Additional risk factors in relation to specific issues of covered bonds may be included in the applicable prospectus
supplement.

The covered bonds have no established trading market when issued and there is no assurance that an active and liquid
secondary market will develop for the covered bonds

Covered bonds may have no established trading market when issued, and no assurance is provided that an active and
liquid secondary market for the covered bonds will develop. To the extent a secondary market exists or develops, it
may not continue for the life of the covered bonds or it may not provide covered bondholders with liquidity of
investment with the result that a covered bondholder may not be able to find a buyer to buy its covered bonds readily
or at prices that will enable the covered bondholder to realize a desired yield. This is particularly the case for covered
bonds that are especially sensitive to interest rate, currency or market risks, are designed for specific investment
objectives or strategies or have been structured to meet the investment requirements of limited categories of investors.
These types of covered bonds generally would have a more limited secondary market and more price volatility than
conventional debt securities. Illiquidity may severely and adversely affect the market value of covered bonds.

The covered bonds will initially be held in book-entry form and therefore you must rely on the procedures of the
relevant clearing systems to exercise any rights and remedies

Unless and until definitive U.S. Registered Covered Bonds are issued in exchange for book-entry interests in the
covered bonds, owners of the book-entry interests will not be considered owners or holders of the covered bonds.
Instead, the registered holder, or their respective nominee, will be the sole holder of the covered bonds. Payments of
principal, interest and other amounts owing on or in respect of the covered bonds in global form will be made to
Paying Agent, which will make payments to DTC. Thereafter, payments will be made by DTC to participants in these
systems and then by such participants to indirect participants. After payment to the common depositary neither the
Bank, the Bond Trustee, nor the Paying Agent will have any responsibility or liability of any aspect of the records
related to, or payments of, interest, principal or other amounts to DTC or to owners of book-entry interests.

Since the covered bonds are not represented in physical form, it may make it difficult for you to pledge the covered
bonds as security if covered bonds in physical form are required or necessary for such purposes. Unlike holders of the
covered bonds themselves, owners of book-entry interests will not have the direct right to act upon our solicitations or
consents or requests for waivers or other actions from holders of the covered bonds that we may choose to make in the
future. Rather, owners of book-entry interests will be permitted to act only to the extent that they have received
appropriate proxies to do so from DTC or, if applicable, from a participant. We cannot assure you that procedures
implemented for the granting of such proxies will be sufficient to enable you to vote on any such solicitations or
requests for actions on a timely basis.

Issuance of covered bonds in book-entry form may affect liquidity and the ability to pledge the covered bonds
Some investors, including some insurance companies and other institutions, are required by law or otherwise to hold
physical certificates for securities they invest in and are not permitted to hold securities in book-entry form. Unless a

prospectus supplement provides to the contrary, it is expected that the covered bonds will be
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issued in registered form as global covered bonds through DTC and, accordingly, some investors may not be
permitted to own covered bonds. This may reduce the liquidity for the covered bonds by limiting the purchasers
eligible to purchase the covered bonds in the secondary market.

Exchange rate risks and exchange controls

The Bank will pay principal and interest on the covered bonds and the Guarantor will make any payments under the
Covered Bond Guarantee in U.S. Dollars. This presents certain risks relating to currency conversions if an investor’s
financial activities are denominated principally in a currency or currency unit (the “Investor’s Currency”) other than
U.S. Dollars. These include the risk that exchange rates may significantly change (including changes due to
devaluation of the U.S. Dollar or revaluation of the Investor’s Currency) and the risk that authorities with jurisdiction
over the Investor’s Currency may impose or modify exchange controls. An appreciation in the value of the Investor’s
Currency relative to the U.S. Dollar would decrease (i) the Investor’s Currency-equivalent yield on the covered bonds,
(ii) the Investor’s Currency-equivalent value of the principal payable on the covered bonds and (iii) the Investor’s
Currency-equivalent market value of the covered bonds.

Government and monetary authorities may impose (as some have done in the past) exchange controls that could
adversely affect an applicable exchange rate. As a result, investors may receive less interest or principal than expected,
or no interest or principal.

Interest rate risks

Investment in Fixed Rate Covered Bonds involves the risk that subsequent changes in market interest rates may
adversely affect the value of the Fixed Rate Covered Bonds.

Program related legal and regulatory risks

The covered bonds and the Bank’s activities are subject to the remedial powers of the Superintendent under the Bank
Act and the requirements of the Legislative Framework and the CMHC Guide

The Superintendent, under Section 645(1) of the Bank Act, has the power, where in the opinion of the Superintendent,
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 bank or person, 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, following an initial review of potential regulatory and policy concerns
associated with the issuance of covered bonds by Canadian deposit-taking institutions (during which it requested that
financial institutions refrain from issuing covered bonds), the Office of the Superintendent of Financial Institutions
(“OSFI”) confirmed by letter dated June 27, 2007 that Canadian deposit-taking institutions may issue covered bonds,
provided certain conditions are met. The conditions are as follows: (i) at the time of issuance, the covered bonds must
not make up more than four percent of the OSFI Total Assets of the relevant deposit-taking institution; (ii) if at any
time after issuance the four percent limit is exceeded, the relevant deposit-taking institution must immediately notify
OSFI; and (iii) excesses
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(above the four percent limit) due to factors not under the control of the issuing institution, such as foreign exchange
fluctuations, will not require the relevant deposit-taking institution to take action to reduce the amount outstanding,
however, for other excesses, the relevant deposit-taking institution must provide a plan showing how it proposes to
eliminate the excess quickly. “OSFI Total Assets”, for the purpose of the foregoing limit, will be equal to the numerator
of the asset-to-capital multiple of the relevant deposit-taking institution. In addition, relevant deposit-taking

institutions are expected, prior to issuing any covered bonds, to amend the pledging policies they are required to
maintain under the Bank Act to take into account the issuance of covered bonds consistent with the above limits and

to obtain board and/or committee approval for such amendments prior to issuance of any covered bonds.

The full Program amount, when combined with the outstanding balance of the covered bonds issued by the Bank
under its previous program, is less than four percent of the OSFI Total Assets of the Bank as of the date of this
prospectus. The Bank did not issue covered bonds prior to June 27, 2007, and the Bank previously received the
requisite board approval for amendments to its pledging policies which take into account the issuance of covered
bonds under the Program.

In 2012, the NHA was amended to establish a legislative framework for covered bonds (the “Legislative Framework”).
The amendments to the NHA have given CMHC the responsibility to administer the Legislative Framework, with
discretionary authority to establish conditions and restrictions applicable to registered issuers and registered covered
bond programs and to oversee and enforce compliance with those conditions and terms. On December 17, 2012,

CMHC published the Canadian Registered Covered Bond Programs Guide (as amended from time to time, the

“CMHC Guide”) implementing the Legislative Framework. The CMHC Guide elaborates on the role and powers of
CMHC as administrator of the Legislative Framework and sets out the conditions and restrictions applicable to
registered issuers and registered covered bond programs. The Bank and the Program are required to comply with the
requirements of the NHA and CMHC Guide.

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

Suspension of the Bank’s ability to issue covered bonds under Part I.1 of NHA and the CMHC Guide could
negatively impact the covered bonds

Part I.1 of the NHA and the CMHC Guide impose certain ongoing obligations on both the Bank and the Guarantor
and permit CMHC to take certain actions in respect of the Bank if such obligations are not complied with from time to
time. Such actions include suspending the right of the Bank to issue covered bonds under the Program and directing
the Bank to take specified steps for the purpose of complying with the CMHC Guide. There is a risk that suspending
the right of the Bank to issue covered bonds under the Program or any non-compliance with a request from CMHC
may negatively impact the value and/or liquidity of the
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covered bonds. However, pursuant to 9.1(a) (Issuer Events of Default), non-compliance by the Bank with Part I.1 of
the NHA or the CMHC Guide will not constitute an Issuer Event of Default.

The Bank’s residential mortgage underwriting practices and procedures may be affected by regulatory guidelines

Guideline B-20 — Residential Mortgage Underwriting Practices and Procedures (“Guideline B-20"), published by OSFI
in June 2012, sets out OSFI’s expectations for prudent residential mortgage underwriting by federally-regulated
financial institutions, which includes the Seller in respect of Loans originated by it. Guideline B-20 calls for the
establishment of a residential mortgage underwriting policy by the Seller and sets out expectations with respect to
borrower due diligence, collateral management and appraisal processes and credit and counterparty risk management
practices and procedures by the Seller. OSFI’s expectation was for full compliance with Guideline B-20 by the end of
the Seller’s fiscal year 2012 and it had indicated that, where possible, federally-regulated financial institutions should
comply immediately. The Bank is currently compliant with the guideline.

Loans that may be sold to the Guarantor in the future may have characteristics differing from current Loans generated
before the implementation of Guideline B-20, including in respect of loss experience, delinquencies, revenue
experience and monthly payment rates. Although uncertain at this time, compliance with Guideline B-20 may impact
the Seller’s ability to generate Loans at the same rate as the Seller originated prior to Guideline B-20 coming into
effect.

Guideline B-20 also provides that where a federally-regulated financial institution acquires a residential mortgage
loan, including a home equity line of credit, that has been originated by a third party, such federally regulated
financial institution should ensure that the underwriting standards of that third party are consistent with those set out
in the residential mortgage underwriting policy of the federally-regulated financial institution and compliant with
Guideline B-20. To the extent that the Bond Trustee realizes upon the security it has on the Loans and Related
Security, the Bond Trustee may be limited in its ability to sell such assets to a federally-regulated financial institution
if such purchaser determines that the sale would not be in compliance with Guideline B-20.

Canadian usury laws

Unless otherwise indicated, all covered bonds issued under the Program are governed by the laws of the Province of
Ontario and the federal laws of Canada applicable therein. The Criminal Code (Canada) prohibits the receipt of
“interest” at a “criminal rate” (namely, an effective annual rate of interest that exceeds 60 percent). 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 percent.

Implementation of the Basel III risk-weighted asset framework may result in changes to the risk-weighting of the
covered bonds

The implementation of the Basel III framework could affect risk-weighting of the covered bonds for investors who are
subject to capital adequacy requirements that follow, or are based on, the Basel III framework. Consequently,
investors should consult their own advisers as to the consequences to, and effect on them of, the application of the
Basel III framework and any
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relevant implementing measures. Proposals and guidelines for implementing the Basel III framework in certain
participating jurisdictions are still in development and no predictions can be made as to the precise effects of potential
changes on any investor or otherwise.

The Bank will act in its own interest in connection with the Program, and such actions may not be in the best interests
of, and may be detrimental to, the holders of covered bonds

The Bank has a number of roles pursuant to the Program including, but not limited to, Seller, Servicer, Cash Manager,
Swap Provider, GDA Provider, Intercompany Loan Provider, Calculation Agent, and Limited Partner. In respect of
the Program, the Bank will act in its own interest subject to compliance with the Transaction Documents. Such actions
by the Bank 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 Bank may act in its own interest without incurring any liability to
the holders of any Series or Tranche of covered bonds.

Legal investment considerations may restrict certain investments

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.

Interest of Dealers

Certain of the Dealers and their affiliates have engaged, and may in the future engage, in investment banking and/or
commercial banking transactions with, and may perform services for, the Bank and its affiliates in the ordinary course
of business.

The Bank may sell the covered bonds to one or more of the Dealers, including Barclays Capital Inc., Scotia Capital
(USA) Inc. and Scotia Capital Inc. The terms of the Program were negotiated at arm’s length between the Bank and the
Dealers. In addition to the proceeds from any offering of the covered bonds under the Program being applied, directly
or indirectly for the benefit of Scotia Capital (USA) Inc. and Scotia Capital Inc. in their capacity as wholly-owned
indirect subsidiaries of the Bank, they will also receive a portion of any fees and commissions payable in connection
with any such offering of covered bonds in their capacity as Dealers.

Each of Scotia Capital (USA) Inc. and Scotia Capital Inc. is an affiliate of the Bank and, as such, has a “conflict of
interest” in this offering within the meaning of Financial Industry Regulatory Authority, Inc. ("FINRA") Rule 5121. In
addition, the Bank will receive the gross proceeds from the initial public offering of the covered bonds, thus creating
an additional conflict of interest within the meaning of Rule 5121. Consequently, the offering is being conducted in
compliance with the provisions of Rule 5121. Neither Scotia Capital (USA) Inc. nor Scotia Capital Inc. is permitted to
sell the covered bonds in this offering to an account over which it exercises discretionary authority without the prior
specific written approval of the account holder.

Each of Scotia Capital (USA) Inc. and Scotia Capital Inc. and their affiliates are full service financial institutions
engaged in various activities, which may include securities trading, commercial and investment banking, financial

advisory, investment management, investment
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research, principal investment, hedging, financing and brokerage activities. Each of Scotia Capital (USA) Inc. and
Scotia Capital Inc. and their affiliates have, from time to time, performed, and may in the future perform, various
financial advisory and investment banking services for the Bank, for which they received or will receive customary
fees and expenses.

In the ordinary course of their various business activities, each of Scotia Capital (USA) Inc. and Scotia Capital Inc.
and their affiliates may make or hold a broad array of investments and actively trade debt and equity securities (or
related derivative securities) and financial instruments (including bank loans) for their own account and for the
accounts of their customers, and such investment and securities activities may involve securities and/or instruments of
the Bank. Scotia Capital (USA) Inc. and its affiliates may also make investment recommendations and/or publish or
express independent research views in respect of such securities or instruments and may at any time hold, or
recommend to clients that they acquire, long and/or short positions in such securities and instruments.

U.S. Foreign Account Tax Compliance Act withholding may apply to payments in respect of 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, (ii) “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 Bank is 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 Bank 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—United States Taxation—Foreign Account Tax Compliance Act.”

United States civil liabilities may not be enforceable against the Bank or the Guarantor

The Bank is incorporated under the federal laws of Canada under the Bank Act and the Guarantor is an Ontario
limited partnership. Substantially all of our directors and executive officers, and all or a substantial portion of our
assets and 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, or to realize upon judgments rendered against us
or such persons by 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. Based on the foregoing, it may not be possible for U.S. investors to enforce against us any
judgments obtained in U.S. courts in civil and commercial matters, including judgments under the U.S. federal
securities laws.
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USE OF PROCEEDS

Except as otherwise set forth in the prospectus supplement, the net proceeds from the sale of the covered bonds will be
added to the Bank’s general funds and will be used for general banking purposes.
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CONSOLIDATED EARNINGS RATIOS

The following table provides the Bank’s consolidated ratios of earnings to fixed charges, calculated in accordance with
Canadian GAAP for each of the years in the three year period ended October 31, 2010 and in accordance with IFRS
for each of the six month periods ended April 30, 2013 and 2012 and the years in the two year period ended October
31, 2012.

Six Months

Ended April Years Ended October 31

30,

2013120121 2012 20113 20102 20092 20082

Consolidated Ratios of Earnings to Fixed Charges

Excluding interest on deposits 6.61 625 685 573 470 3.00 245
Including interest on deposits 1.99 198 205 191 170 144 1.26
Consolidated Ratios of Earnings to Combined Fixed Charges

and Preferred Dividends

Excluding interest on deposits 548 5.16 566 476 399 272 233
Including interest on deposits 192 191 197 184 164 141 125

(1)Calculated in accordance with IFRS.
(2)Calculated in accordance with Canadian GAAP.
For purposes of computing these ratios:

earnings represent income from continuing operations plus income taxes and fixed charges (excluding capitalized
'interest);

fixed charges, excluding interest on deposits, represent interest (including capitalized interest), estimated interest
“within rent, and amortization of debt issuance costs; and

fixed charges, including interest on deposits, represent all interest.
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CONSOLIDATED CAPITALIZATION OF THE BANK

The following table sets forth the consolidated capitalization of the Bank as at April 30, 2013:

Subordinated debentures

Capital instruments

Equity

Common equity

Common shares

Retained earnings

Accumulated other comprehensive income
Other reserves

Total common equity

Preferred shares

Total equity attributable to equity holders of the Bank
Non-controlling interests

Non-controlling interests in subsidiaries
Capital instrument equity holders

Total non-controlling interests

Total equity

Total capitalization

54

As at
April 30,2013
(In millions of Canadian Dollars)

7,087
1,389

13,904
23,566
351
191
38,012
4,384
42,396

1,066
745
1,811
44,207
52,683
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THE BANK OF NOVA SCOTIA

The Bank is a Canadian chartered bank under the Bank Act. The Bank Act is the charter of the Bank and governs its
operations.

The Bank is a leading multinational financial services provider and Canada’s most international bank. With more than
83,000 employees, the Bank and its affiliates serve some 19 million customers in more than 55 countries around the
world. The Bank offers a broad range of products and services including personal, commercial, corporate and
investment banking.

A list of the principal subsidiaries directly or indirectly owned or controlled by the Bank as at October 31, 2012 is
incorporated by reference from the Bank’s Annual Report on Form 40-F for the fiscal year ended October 31, 2012.

Certain Matters Relating to the Bank’s Board of Directors

Under the Bank Act, the Bank’s board of directors must have at least seven members and the Bank’s board of directors
may establish by by-law a minimum and maximum number of directors. Under the Bank’s by-laws, the minimum
number of directors is the minimum required by the Bank Act and the maximum number of directors is 35. The Bank’s
by-laws also provide that the number of directors to be elected at any annual meeting of shareholders of the Bank will
be fixed by the board of directors before the meeting. The Bank currently has 14 directors. The Bank Act requires that
no more than two-thirds of the directors may be affiliated with the Bank, and no more than 15% of the directors may
be employees of the Bank or a subsidiary of the Bank, except that up to four employees may be directors if they
constitute not more than 50% of the directors. Under the Bank Act, a majority of the directors of the Bank must be
resident Canadians and, except in limited circumstances, directors may not transact business at a meeting of directors
or a committee of directors at which a majority of the directors present are not resident Canadians. Subject to the Bank
Act a quorum for the transaction of business at any meeting of the board of directors consists of 5 directors. The Bank
Act also requires the directors of a bank to appoint from their members a chief executive officer who must ordinarily
be resident in Canada.

Under the Bank Act, any director or the entire board of directors may be removed, with or without cause, with the
approval of a majority of the votes cast at a special meeting of shareholders. A vacancy created by such removal may
be filled at the meeting or by a quorum of the directors. Directors who were elected on or before April 1, 2011
(existing directors) must retire at the earlier of 10 years from April 1, 2011 or age 70, provided that if an existing
director has not served a 10 year term at the time of achieving age 70, their term will be extended for additional years
in order to complete a minimum 10 year term. For directors elected after April 1, 2011, retirement is the earlier of age
70 or a 15 year term, provided that if a director has not served a 10 year term at the time of achieving age 70, their
term will be extended for additional years in order to complete a minimum 10 year term.

Conflicts of Interest

The Bank Act contains detailed provisions with regard to a director’s power to vote on a material contract or material
transaction in which the director is interested. These provisions include procedures for: disclosure of the conflict of
interest and the timing for such disclosure; the presence of directors at board meetings where the contract or

transaction giving rise to the
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conflict of interest is being considered, and voting with respect to the contract or transaction giving rise to the conflict
of interest; and other provisions for dealing with such conflicts of interest. The Bank Act also contains detailed
provisions regarding transactions with persons who are related parties of the Bank, including directors of the Bank.
See “—Borrowing Powers.”

Compensation

The by-laws of the Bank have provisions with regard to remuneration of directors. The board of directors may, from
time to time, by resolution determine the remuneration that may be paid, but such remuneration may not exceed in
each year an aggregate cap set out in the by-laws, and individually may be in such amounts as the board may
determine by resolution. The directors may also be paid their reasonable out-of-pocket expenses incurred in attending
meetings of the board, shareholders or committees of the board.

Directors are required to hold common shares and/or directors’ deferred stock units (“DDSU”) with a value of not less
than $450,000. The redemption value of a DDSU is equal to the market value of a common share at the time of
redemption. The value of DDSUs is tied to the future value of the common shares. However, DDSUs do not entitle the
holder to voting or other shareholder rights.

Borrowing Powers

The directors of the Bank may, without authorization of the shareholders, authorize the Bank to borrow money. The
Bank Act, however, prohibits the Bank from entering into transactions with persons who are deemed to be related
parties of the Bank, subject to certain exceptions. Related party transactions may include loans made on the credit of

the Bank.
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SCOTIABANK COVERED BOND GUARANTOR LIMITED PARTNERSHIP

The Guarantor is a Canadian limited partnership whose only business is providing services to the Bank in respect of
the Program by (i) entering into the Intercompany Loan Agreement and accepting Capital Contributions from the
partners; (ii) using the proceeds from the Intercompany Loan and Capital Contributions (a) to purchase the Initial
Portfolio consisting of Loans and their Related Security from the Seller in accordance with the terms of the Mortgage
Sale Agreement and Loans and their Related Security pursuant to the terms of the Mortgage Sale Agreement; and/or
(b) to invest in Substitute Assets in an amount not exceeding the prescribed limit in the CMHC Guide; and/or (c)
subject to complying with the Asset Coverage Test and the CMHC Guide, from time to time, to make Capital
Distributions to the Limited Partner; and/or (d) to make deposits of the proceeds in the Guarantor Accounts
(including, without limitation, to fund the Reserve Fund and the Pre-Maturity Liquidity Required Amount, in each
case up to an amount not exceeding the Prescribed Cash Limitation); (iii) arranging for the servicing of the Portfolio
by the Servicer; (iv) entering into the Trust Deed, giving the Covered Bond Guarantee and entering into the Security
Agreement; (v) entering into the other Transaction Documents to which it is a party; and (vi) performing its
obligations under any of the Transaction Documents and in respect thereof and doing all things incidental or ancillary
thereto.

The Guarantor has not, since its formation, engaged in, and will not, while there are covered bonds outstanding,
engage in any material activities other than activities relating to the business of the Guarantor described above and/or
incidental or ancillary thereto. The Guarantor and its general partners are not required by applicable Canadian law
(including the Limited Partnership Act (Ontario)) to publish any financial statements, and will not be required by the
SEC to publish any financial statements in its annual reports on Form 10-K. Instead the Guarantor will file an annual
report in accordance with General Instruction J of Form 10-K and will include in the Form 10-K information required
by the following provisions of Regulation AB: Item 1112(b), Item 1114(b)(2), Item 1115(b), Item 1117, Item 1119,
Item 1122 and Item 1123. The Guarantor has no employees.

The current partners (the “Partners”) of the Guarantor are Scotiabank Covered Bond GP Inc., as the managing general
partner (the “Managing GP”); 8429057 Canada Inc., as the liquidation general partner (the “Liquidation GP”); and the
Bank, as the sole limited partner. The Bank holds substantially all of the capital in the Guarantor with the Managing

GP and the Liquidation GP each holding a nominal interest in the Guarantor. Pursuant to the terms of the Limited
Partnership Act (Ontario), the liability of a limited partner for the liabilities, debts and obligations of the Guarantor is
limited to the amount contributed by it or agreed to be contributed by it to the Guarantor, unless, in addition to
exercising rights and powers as a limited partner, such limited partner takes part in control of the business of the
Guarantor and such limited partner will, subject to applicable law, otherwise have no liability in respect of the
liabilities, debts and obligations of the partnership. Each of the general partners of the Guarantor will have unlimited
liability for any obligation of the Guarantor unless the holder of such obligation agrees otherwise.

Each of the Partners has covenanted in the Guarantor Agreement that, except as provided in the Transaction
Documents, it will not sell, transfer, convey, create or permit to arise any security interest on, create any beneficial

interest in or otherwise dispose of its interest in the Guarantor without the prior written consent of the Guarantor and,
while there are covered bonds outstanding, the Bond Trustee.
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Ownership Structure of the Guarantor

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 percent of the issued and outstanding shares in the capital of the Liquidation GP are held by the Corporate Services
Provider, as trustee of the Scotiabank Covered Bond LGP Trust (the “LGP Trust”) and 9 percent 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 ITA.

Withdrawal or Removal of the General Partners

The Managing GP or Liquidation GP may resign as managing general partner or liquidation general partner, as the
case may be, on not less than 180 days’ prior written notice to the Partners and the Bond Trustee, provided that neither
the Managing GP nor Liquidation GP may resign if the effect would be to dissolve the Guarantor. In the event that the
Liquidation GP resigns as liquidation general partner, the Managing GP will use its best commercially reasonable
efforts to, without delay, find a replacement liquidation general partner acceptable to the limited partner(s) of the
Guarantor and the Bond Trustee and which satisfies the requirements of the CMHC Guide, to accept the role of
liquidation general partner formerly held by the Liquidation GP and acquire a general partner interest in the
Guarantor.

In the event the Managing GP resigns, an Issuer Event of Default occurs and is continuing, or a winding-up or
insolvency of the Managing GP occurs, the Managing GP will forthwith, or in the case of resignation at the expiry of
the notice period described above, cease to be the managing general partner of the Guarantor and the Liquidation GP
will automatically assume the role and responsibilities (but not the interest in the Guarantor) of the Managing GP and
continue the business of the Guarantor as Managing GP.

If at any time the Liquidation GP becomes the Managing GP pursuant to the foregoing, it may appoint a replacement
Managing GP (other than the Bank or any of its affiliates) acceptable to the limited partner(s) of the Guarantor and the

Bond Trustee and which satisfies the requirements of the CMHC Guide to act as
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Managing GP and acquire a general partner interest in the Guarantor. Following the appointment of the replacement
Managing GP pursuant to the foregoing, the replacement Managing GP will have the powers, duties and
responsibilities of the Managing GP of the Guarantor and the Liquidation GP will resume its role, as it was, prior to
assuming the role and responsibility of the Managing GP.
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DESCRIPTION OF THE COVERED BONDS
General

The Bank may issue, and the Guarantor may guarantee, as many distinct Series of the covered bonds under the Trust
Deed as the Bank wishes. The provisions of the Trust Deed allow the Bank not only to issue covered bonds with terms
different from those previously issued, but also to “re-open” a previous issue of a Series of covered bonds and issue
additional covered bonds of that Series. The Bank may issue covered bonds in amounts that exceed the total amount
specified on the cover of the prospectus supplement at any time without the consent of holders of covered bonds and
without notifying them.

This section summarizes the material terms of the covered bonds that are common to all Series subject to any
modifications contained in an applicable prospectus supplement. As you read this section, please remember that
specific terms of your covered bonds as described in the applicable prospectus supplement will supplement and, if
applicable, may modify or replace the general terms described in this section. If there are any differences between the
information in the applicable prospectus supplement and this prospectus, the information in the applicable prospectus
supplement will control. Because this section is a summary of the material terms and provisions of the covered bonds,
it does not describe every aspect of the covered bonds. This description is subject to and qualified in its entirety by
reference to all the provisions of the Trust Deed and the other Transaction Documents, including definitions of certain
terms used in the Trust Deed and other Transaction Documents. In this description, the meaning of only some of the
more important terms that are applicable to U.S. Registered Covered Bonds is described. Reference should be made to
the Trust Deed and the other Transaction Documents for a more complete description of what is described in summary
form in this prospectus.

The applicable prospectus supplement relating to each Series or Tranche of U.S. Registered Covered Bonds will be
attached to the front of this prospectus.

Credit Structure

The covered bonds will constitute deposit liabilities of the Bank for purposes of the Bank Act, however the covered
bonds 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 Bank and rank pari passu
with all deposit liabilities of the Bank without any preference among themselves and at least pari passu with all other
unsubordinated and unsecured obligations of the Bank, present and future, except as prescribed by law and in certain
limited circumstances described in Conditions 9.1 (Issuer Events of Default) and 14 (Meetings of Covered
Bondholders, Modification, Waiver and Substitution).

The Guarantor has no obligation to pay the Guaranteed Amounts under the Covered Bond Guarantee until the
occurrence of an Issuer Event of Default, service by the Bond Trustee on the Bank of an Issuer Acceleration Notice
and on the Guarantor of a Notice to Pay or, if earlier, following the occurrence of a Guarantor Event of Default and
service by the Bond Trustee of a Guarantor Acceleration Notice on the Bank and the Guarantor. The Bank will not be
relying on payments by the Guarantor with respect to advances under the Intercompany Loan Agreement or receipt of
Revenue Receipts or Principal Receipts from the Portfolio in order to pay interest or repay principal under the covered
bonds. The recourse of the covered bondholders to the
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Guarantor under the Covered Bond Guarantee will be limited to the Portfolio and will be subject to the applicable
Priorities of Payments.

The Program includes certain features relating to the timely, and, as applicable, ultimate payments of principal and
interest to covered bondholders:

the Covered Bond Guarantee and Portfolio provide credit support to the covered bondholders;

the Pre-Maturity Test tests the liquidity of the Guarantor’s assets with respect to principal due on the Final Maturity
"Date of Hard Bullet Covered Bonds;

the Asset Coverage Test determines whether the asset coverage of the Guarantor’s assets with respect to the covered
"bonds is maintained at a certain level;

the Amortization Test tests the asset coverage of the Guarantor’s assets in respect of the covered bonds following the
“occurrence of an Issuer Event of Default and service of a Notice to Pay on the Guarantor;

. the Valuation Calculation monitors the Program’s exposure to market risk;

a Reserve Fund (if one or more Rating Agencies downgrades the unsecured, unsubordinated and unguaranteed debt
obligations or issuer default rating of the Bank below the Reserve Fund Required Amount Ratings) will be
“established by the Guarantor (or the Cash Manager on its behalf) in the GDA Account to reserve Available Revenue
Receipts and Available Principal Receipts up to a specified amount; and

under the terms of the Guaranteed Deposit Account Contract, the GDA Provider has agreed to pay a variable rate of
interest on all amounts held by the Guarantor in the GDA Account at a floor of 0.10 percent below 1-month CDOR
-that appears on the Reuters Screen as of 10:00 a.m. (Toronto time) on the date of determination, as reported by the
GDA Provider (and if such screen is not available, any successor or similar service as may be selected by the GDA
Provider) or such greater amount as the Guarantor and the GDA Provider may agree from time to time.
Covered Bond Guarantee

The Covered Bond Guarantee provided by the Guarantor under the Trust Deed guarantees payment of Guaranteed
Amounts when they become Due for Payment in connection with all covered bonds issued under the Program
following the service of a Notice to Pay on the Guarantor. The Covered Bond Guarantee will not guarantee any
amount becoming payable on the covered bonds for any other reason, including any accelerated payment pursuant to
Condition 9 (Events of Default, Acceleration and Enforcement) following service of a Notice to Pay on the Bank.
Under this circumstance (and until a Guarantor Event of Default occurs and a Guarantor Acceleration Notice is
served), the Guarantor’s obligations will only be to pay the Guaranteed Amounts as they fall Due for Payment.
However, should any payments made by the Guarantor under the Covered Bond Guarantee be subject to any
withholding or deduction on account of taxes, duties, assessments or governmental charges of whatever nature
imposed or levied by or on behalf of Canada or any province or territory thereof or by any authority therein or thereof
having
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the power to tax, the Guarantor will not be obliged to pay any additional amount as a consequence. See “Summary of
the Principal Documents.”

Pre-Maturity Test

Certain Series of covered bonds may be scheduled to be redeemed in full on their respective Final Maturity Dates
without any provision for scheduled redemption other than on the Final Maturity Date (the “Hard Bullet Covered
Bonds”). The applicable prospectus supplement will identify whether any Series of covered bonds is a Series of Hard
Bullet Covered Bonds. The Pre-Maturity Test is intended to test the liquidity of the Guarantor’s assets with respect to
the Hard Bullet Covered Bonds when the Bank’s ratings fall below a certain level. On each Toronto Business Day that
falls within 12 months prior to the Final Maturity Date of any Series of Hard Bullet Covered Bonds, (each, a
“Pre-Maturity Test Date”) prior to the occurrence of an Issuer Event of Default or the occurrence of a Guarantor Event
of Default, the Guarantor or the Cash Manager on its behalf will determine if the Pre-Maturity Test has been breached,
and if so, it will immediately notify the Seller and the Bond Trustee. The Cash Manager and the Guarantor are
required to undertake certain actions upon the failure or breach of the Pre-Maturity Test by the Bank, including the
sale of Selected Loans. See “Summary of the Principal Documents—Guarantor Agreement—Sales of Selected Loans
following a breach of the Pre-Maturity Test.”

Asset Coverage Test

An Asset Coverage Test is conducted on the Portfolio on the last day of each calendar month (the “Calculation Date”).
The Asset Coverage Test determines whether the assets and cashflows of the Guarantor satisfy the required
overcollateralization which is intended to ensure that the Guarantor meets its obligations under the Covered Bond
Guarantee following the occurrence of the Covered Bond Guarantee Activation Event. If the Asset Coverage Test is
not met on two consecutive Calculation Dates, an Asset Coverage Test Breach Notice will be served to the Guarantor
and if not revoked (in accordance with the terms of the Transaction Documents) on or before the Guarantor Payment
Date immediately following the next Calculation Date after service of such Asset Coverage Test Breach Notice, will
constitute an Issuer Event of Default and entitle the Bond Trustee to serve a Notice to Pay on the Guarantor.

The Bank will use all reasonable efforts to ensure that the Guarantor is in compliance with the Asset Coverage Test
which should reduce the risk of there ever being a breach of the Asset Coverage Test although there is no assurance of
this result and the sale of Loans and their Related Security by the Seller to the Guarantor, advances under the
Intercompany Loan or additional Capital Contributions by the Limited Partner may be required to avoid or, before or
after delivery of an Asset Coverage Test Breach Notice, remedy a breach of the Asset Coverage Test. There is no
specific recourse available to the Guarantor in respect of any failure by the Bank to make a Capital Contribution in
any circumstances, including following receipt of an Asset Coverage Test Breach Notice. See “Summary of the
Principal Documents—Guarantor Agreement—Asset Coverage Test.”

Amortization Test

The Amortization Test is conducted on the Portfolio on each Calculation Date following an Issuer Event of Default
that is continuing. The Amortization Test has been structured to determine whether the assets of the Guarantor,
including the Loans and their Related Security in the Portfolio, have fallen below the threshold required to ensure that

the assets of the Guarantor
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are sufficient to meet its obligations under the Covered Bond Guarantee following service of a Notice to Pay. A
breach of the Amortization Test will constitute a Guarantor Event of Default and will entitle the Bond Trustee to serve
a Guarantor Acceleration Notice on the Guarantor. See “Summary of the Principal Documents—Guarantor
Agreement—Amortization Test.”

Valuation Calculation

The Guarantor is required to perform the Valuation Calculation to monitor exposure to the volatility to interest rate

and currency exchange rates by measuring the present value of the 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 to take any action in respect of the Valuation Calculation to the extent it shows the market value of the
Portfolio is less than the market value of the obligations guaranteed under the Covered Bond Guarantee. See “Summary
of the Principal Documents—Guarantor Agreement—Valuation Calculation.”

Reserve Fund

If at any time prior to the occurrence of an Issuer Event of Default, the Bank’s ratings fall below the Reserve Fund
Required Amount, the Guarantor will be required to credit Available Revenue Receipts and Available Principal
Receipts to the Reserve Fund up to an amount equal to the Reserve Fund Required Amount. The Reserve Fund
Required Amount will be funded from Available Revenue Receipts and Available Principal Receipts, after the
Guarantor has paid all of its obligations in respect of items ranking higher than the Reserve Ledger in the applicable
Priorities of Payments on each Guarantor Payment Date and may in certain circumstances be funded through an
advance under the Intercompany Loan or a Capital Contribution made in cash (a “Cash Capital Contribution”).
Following the occurrence of an Issuer Event of Default, service of an Issuer Acceleration Notice and service of a
Notice to Pay on the Guarantor, amounts standing to the credit of the Reserve Fund will be added to certain other
income of the Guarantor in calculating Available Revenue Receipts.

Terms and Conditions

The covered bonds of each Series issued pursuant to this prospectus will be in fully registered form, without interest
coupons.

A global covered bond will be deposited with a custodian for, and registered in the name of DTC, or its nominee.
Persons holding beneficial interests in global covered bonds will be entitled or required, as the case may be, under the
circumstances described below, to receive physical delivery of definitive covered bonds in registered form
representing covered bonds issued under this prospectus (the “Definitive Covered Bonds”).

Interests in a global covered bond will be exchangeable (free of charge), in whole but not in part, for Definitive
Covered Bonds without interest coupons only upon the occurrence of an Exchange Event. For these purposes,
“Exchange Event” means that either DTC has notified the Bank that it is unwilling, or unable, to continue to act as
depository for the covered bonds and no alternative clearing system is available or DTC has ceased to constitute a
clearing agency registered under the Exchange Act. The Bank will promptly give notice to holders of covered bonds if
an Exchange Event occurs by delivery of the notice to DTC for communication to the holders of the covered bonds.
Notice will be deemed to have been given to the holders of the
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covered bonds on the day on which the notice is given to DTC. In the event of the occurrence of an Exchange Event,
DTC (acting on the instructions of any holder of an interest in such global covered bond) may give notice to the
Registrar requesting exchange and, in the event of the occurrence of an Exchange Event as described above, the Bank
may also give notice to the Registrar requesting exchange. Any such exchange will occur not later than 10 days after
the date of receipt of the first relevant notice by the Registrar.

No holder of covered bonds will be entitled to proceed directly against the Bank unless the Bond Trustee, having
become bound so to proceed, fails to do so within a reasonable period of time and the failure is continuing, provided
that the right of any holder of a covered bond to receive payment of principal and interest on or after the due date or to
bring suit for enforcement of any such payment after the due date may not be impaired or affected without the holder’s
consent.

The terms and conditions applicable to covered bonds will be endorsed on such covered bonds and will consist of the
terms and conditions attached as Schedule 1 to the Trust Deed and the provisions of the applicable prospectus
supplement that supplement, amend and/or replace such terms and conditions. The “Terms and Conditions of the
Covered Bonds” set forth below, are the terms and conditions that will be applicable to U.S. Registered Covered
Bonds, which may be supplemented, amended or replaced by the terms in the applicable prospectus supplement
applicable to the covered bonds. Certain provisions of the Terms and Conditions attached as Schedule I to the Trust
Deed are not applicable to U.S. Registered Covered Bonds and have therefore been intentionally omitted, but the
numbering has been preserved to assist in a comparison to Schedule 1.

The “Terms and Conditions of the Covered Bonds” set forth below are organized as follows:

Condition Page
1 Form, Denomination and Title 00
2. Transfers of Registered Covered Bonds 0]
3. Status of the Covered Bonds and the Covered Bond Guarantee 03
4. Interest 03
5. Payments 91
6. Redemption and Purchase 93
7. Taxation 98
8. Prescription 99
9. Events of Default, Acceleration and Enforcement 99
10.Replacement of Covered Bonds 104

11.Principal Paying Agent, Paying Agents, Registrar, Transfer Agent and Exchange Agent 105
12.Exchange of Talons

13.Notices 106
14.Meetings of Covered Bondholders, Modification, Waiver and Substitution 106
15.Indemnification of the Bond Trustee. Contracting with the Bank and/or the Guarantor 109
16.Further Issues 110
17.Rating Agency Condition 110
18.Governing Law 111
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The following is a general overview of key provisions of the Terms and Conditions applicable to the covered bonds:

Condition 3 (Status of the Covered Bonds and the Covered Bond Guarantee) provides that the covered bonds will
constitute deposit liabilities of the Bank for purposes of the Bank Act, but will not be insured under the Canada
Deposit Insurance Corporation Act (Canada). The covered bonds will be direct obligations of the Bank, ranking
equally with the deposit liabilities of the Bank and at least equally with all unsubordinated and unsecured obligations
of the Bank, except as prescribed by law and in certain limited circumstances described in Conditions 9.1 (Issuer
Events of Default) and 14 (Meetings of Covered Bondholders, Modification, Waiver and Substitution).

Condition 3 (Status of the Covered Bonds and the Covered Bond Guarantee) also provides the terms of the Covered
Bond Guarantee and the conditions precedent to the obligation of the Guarantor to make payment of Guaranteed
Amounts. The obligations of the Guarantor, following the occurrence of a Covered Bond Guarantee Activation Event,
are direct and unconditional, secured by the pledge of certain assets of the Guarantor which includes the Portfolio
pursuant to the terms of the Security Agreement. A “Covered Bond Guarantee Activation Event” will occur on the
earlier of (i) an Issuer Event of Default, together with service by the Bond Trustee of an Issuer Acceleration Notice on
the Bank and a Notice to Pay on the Guarantor and (ii) a Guarantor Event of Default, together with service by the
Bond Trustee of a Guarantor Acceleration Notice on the Bank and the Guarantor.

Condition 4 (Interest) sets forth the terms of the interest rates that may apply to the covered bonds. The specific terms
of interest payable on a covered bond that you purchase will be disclosed in the applicable prospectus supplement.

Condition 5 (Payments) provides that payments of principal, interest and any other amount in respect of the registered
global covered bonds (other than the final installments of principal of a covered bond) will be made to the person
shown on the Register as the registered holder of the registered global covered bonds. None of the Bank, any Paying
Agent and the Registrar will have any responsibility or liability for any aspect of the records relating to or payments or
deliveries made on account of beneficial ownership interests in the registered global covered bonds or for maintaining,
supervising or reviewing any records relating to such beneficial ownership interests. Final installments of principal
will be made against presentation and surrender of the global covered bond at the specified office of the Registrar or
any of the Paying Agents.

Condition 6 (Redemption and Purchase) provides for redemption of the covered bonds on their maturity dates and for
the early payment of covered bonds under certain conditions, including for taxation reasons, changes in law, illegality
or as the result of the exercise of call option or put option features of covered bonds, if applicable, as specified in the
related prospectus supplement.

Condition 7 (Taxation) provides that all payments by the Bank on the covered bonds will be paid free and clear of any
taxes, duties, assessment, or charges of any kind imposed by Canada or any political subdivision of Canada or, if the
covered bonds are issued by a branch of the Bank located outside Canada, by any taxing authority of the jurisdiction
where the branch is located unless required by law. Except for certain conditions, if a tax or other levy is imposed, the
Bank will pay additional amounts sufficient so that the holder will receive the same net amount that would have been
received absent the tax or other duty, assessment or charge.
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Condition 9 (Events of Default, Acceleration and Enforcement) sets forth the conditions that will constitute an Issuer
Event of Default and a Guarantor Event of Default. Condition 9.3 (Enforcement) provides for the enforcement of the
obligations of the Bank and the Guarantor. Under the Condition, the Bond Trustee is not required to take proceedings
against the Bank or the Guarantor to seek enforcement of the provisions of the Trust Deed and the covered bonds
unless it will be directed by an Extraordinary Resolution of the holders of the covered bonds of all Series or by holders
of not less than 25 percent of the aggregate Principal Amount Outstanding of the covered bonds of all Series then
outstanding and it has been indemnified to its satisfaction.

Condition 14 (Meetings of Covered Bondholders, Modification, Waiver and Substitution) provides for convening
meetings of holders of covered bonds to consider matters that affect one or more Series of covered bonds or all of the
covered bonds under the Program, which may include among other things, a modification of the Terms and
Conditions or the provisions of the Trust Deed. A resolution adopted at a meeting to effect such a modification will be
binding on all holders of all covered bonds of any Series for which the meeting was convened. Condition 14
(Meetings of Covered Bondholders, Modification, Waiver and Substitution) also provides that the Bond Trustee, the
Guarantor and the Bank may agree to certain modifications without the consent of holders of covered bonds of any
Series.
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TERMS AND CONDITIONS OF THE COVERED BONDS

The following are the Terms and Conditions of the covered bonds which will be incorporated by reference into each
Global Covered Bond (as defined below) and each Definitive Covered Bond (as defined below), in the latter case only
if permitted by the relevant stock exchange or other relevant authority (if any) and agreed by the Bank and the
relevant Dealer(s) at the time of issue but, if not so permitted and agreed, such Definitive Covered Bond will have
endorsed thereon or attached thereto such Terms and Conditions. The applicable prospectus supplement in relation to
any Tranche of covered bonds may specify other terms and conditions which will, to the extent so specified or to the
extent inconsistent with the following Terms and Conditions, replace or modify the following Terms and Conditions
for the purpose of such covered bonds. The applicable prospectus supplement (or the relevant provisions thereof) will
be endorsed on, or attached to, each Global Covered Bond and Definitive Covered Bond. Reference should be made
to “Form of the Covered Bonds” for a description of the content of the prospectus supplement which will specify which
of such terms are to apply in relation to the relevant covered bonds.

This covered bond is one of a Series (as defined below) of covered bonds issued by the Bank constituted by a trust
deed dated the Program Date made between the Bank, Scotiabank Covered Bond Guarantor Limited Partnership (the
“Guarantor”) and Computershare Trust Company of Canada, as Bond Trustee (and such trust deed as further modified
and/or supplemented and/or restated from time to time, the “Trust Deed”).

Save as provided for in Conditions 9 (Events of Default, Acceleration and Enforcement) and 14 (Meetings of Covered
Bondholders, Modification, Waiver and Substitution), references herein to the covered bonds will be references to the
covered bonds of this Series and will mean:

(a) any registered covered bond representing covered bonds (a “Global Covered Bond”); and
(b)any Definitive Covered Bonds (whether or not issued in exchange for a Global Covered Bond in registered form).
The covered bonds have the benefit of an agency agreement dated the Program Date, made between the Bank, the
Guarantor, the Bond Trustee The Bank of Nova Scotia, London Branch as principal paying agent (in such capacity,
the “Principal Paying Agent,” which expression will include any successor Principal Paying Agent) and The Bank of
Nova Scotia Trust Company of New York as a paying agent (together with the Principal Paying Agent and any other
paying agents, the “Paying Agents,” which expression will include any additional or successor Paying Agents), The
Bank of Nova Scotia, London Branch and The Bank of Nova Scotia Trust Company of New York as registrars
(together, as the “Registrar,” which expression will include any successor Registrar), and The Bank of Nova Scotia,
London Branch and The Bank of Nova Scotia Trust Company of New York as transfer agents (together, as the
“Transfer Agent,” which expression will include any successor Transfer Agent), and The Bank of Nova Scotia Trust
Company of New York as the exchange agent (the “Exchange Agent,” which expression will include any successor
Exchange Agent, and together with the Paying Agents, Registrar, and Transfer Agent, the “Agents”) (such agency
agreement as further amended and/or supplemented and/or restated from time to time, the “Agency Agreement”).

68

72



Edgar Filing: BANK OF NOVA SCOTIA / - Form F-3/A

The prospectus supplement for the covered bonds supplements these Terms and Conditions (the “Terms and
Conditions”) and may specify other terms and conditions which will, to the extent so specified or to the extent
inconsistent with the Terms and Conditions, replace or modify the Terms and Conditions for the purposes of the
covered bonds. References to the applicable prospectus supplement are to the prospectus supplement (or the relevant
provisions thereof) endorsed on or attached to the covered bond.

The Bond Trustee acts for the benefit of the holders for the time being of the covered bonds (the “covered
bondholders”), and for the holders of each other Series of covered bonds in accordance with the provisions of the
Trust Deed.

As used herein, “Tranche” means covered bonds which are identical in all respects (including as to listing and
admission to trading) and “Series” means a Tranche of covered bonds together with any further Tranche or Tranches of
covered bonds which are (i) expressed to be consolidated and form a single Series, and (ii) identical in all respects
(including as to listing and admission to trading) except for their respective Issue Dates, Interest Commencement

Dates and/or Issue Prices.

The Guarantor has, in the Trust Deed, irrevocably and unconditionally guaranteed payment of Guaranteed Amounts in
respect of the covered bonds as and when the same will become Due for Payment, but only after service of a Notice to
Pay on the Guarantor following service of an Issuer Acceleration Notice on the Bank (after the occurrence of an Issuer
Event of Default) or service of a Guarantor Acceleration Notice on the Guarantor (after the occurrence of a Guarantor
Event of Default) and subject to the applicable Priorities of Payments. The recourse of the covered bondholders to the
Guarantor under the Covered Bond Guarantee will be limited to the Portfolio, certain contractual rights, and any
Excess Proceeds and will be subject to the applicable Priorities of Payments.

The security for the obligations of the Guarantor under the Covered Bond Guarantee and the other Transaction
Documents to which it is a party has been created in and pursuant to, and on the terms set out in, a security agreement
dated the Program Date and made between the Guarantor, the Bond Trustee and certain other Secured Creditors (such
security agreement as amended and/or supplemented and/or restated from time to time, the “Security Agreement”). The
obligations of the Guarantor are secured against the Portfolio and recourse against the Guarantor is limited to the
Portfolio, certain contractual rights, and any Excess Proceeds and is subject to the applicable Priorities of Payments.

These Terms and Conditions include summaries of, and are subject to, the provisions of the Trust Deed, the Security
Agreement and the Agency Agreement.

Copies of the Trust Deed, the Security Agreement, the Master Definitions and Construction Agreement (as defined
below), the Agency Agreement and each of the other Transaction Documents (in redacted or other general form and
subject to any exclusions pursuant to applicable law, including, without limitation, privacy law, and policies of the
Bank relating to confidentiality and privacy matters) are available for inspection during normal business hours at the
office for the time being of the Bond Trustee being at 100 University Avenue, 11% Floor, Toronto, Ontario M5J 2Y1,
and at the specified office of each of the Paying Agents. Copies of the applicable prospectus supplement for all
covered bonds of each Series (including in relation to unlisted covered bonds of any Series) are obtainable during
normal business hours at the registered office of the Bank and at the specified office of each of the
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Paying Agents. The covered bondholders are deemed to have notice of, are bound by all the provisions of, and
definitions contained in, the Trust Deed, the Security Agreement, the Master Definitions and Construction Agreement,
the Agency Agreement, each of the other Transaction Documents and the applicable prospectus supplement which are
applicable to them.

Except where the context otherwise requires, capitalized terms used and not otherwise defined in these Terms and
Conditions (including the preceding paragraphs) will bear the meanings given to them in the applicable prospectus
supplement and/or the master definitions and construction agreement made between the parties to the Transaction
Documents on the Program Date (and as further amended and/or supplemented and/or restated from time to time, the
“Master Definitions and Construction Agreement”), a copy of each of which may be obtained as described above.

1. Form, Denomination and Title
The covered bonds are in registered form as specified in the applicable prospectus supplement and, in the case of
Definitive Covered Bonds, serially numbered, in the Specified Denomination(s). Unless otherwise specified in the
applicable prospectus supplement, covered bonds of one Specified Denomination may not be exchanged for covered
bonds of another Specified Denomination.

The covered bonds in a Series may be Fixed Rate Covered Bonds, Floating Rate Covered Bonds, or a combination of
any of the foregoing, depending upon the Interest Basis shown in the applicable prospectus supplement. Prior to
issuing a Series of covered bonds (if such covered bonds are not Fixed Rate Covered Bonds or Floating Rate Covered
Bonds), the Bank has obtained confirmation from each of the Rating Agencies that the covered bonds of all Series
then outstanding will not be downgraded or withdrawn as a result of the issuance of this Series of covered bonds.

Other than as set out below, title to covered bonds in registered form (“Registered Covered Bonds) will pass upon
registration of transfers in accordance with the provisions of the Agency Agreement. The Bank, the Guarantor, the
Paying Agents and the Bond Trustee will (except as otherwise required by law) deem and treat the registered holder of
any Registered Covered Bond as the absolute owner thereof (whether or not overdue and notwithstanding any notice
of ownership or writing thereon or notice of any previous loss or theft thereof) for all purposes but, in the case of any
Global Covered Bond, without prejudice to the provisions set out in the next succeeding paragraph.

For so long as any of the covered bonds are represented by a Global Covered Bond held on behalf of or, as the case
may be, registered in the name of DTC or its nominee, each person (other than DTC) who is for the time being shown
in the records of DTC as the holder of a particular nominal amount of such covered bonds (in which regard any
certificate or other document issued by DTC as to the nominal amount of such covered bonds standing to the account
of any person will be conclusive and binding for all purposes save in the case of manifest or proven error and any such
certificate or other document may comprise any form of statement or print out of electronic records provided by the
relevant clearing system in accordance with its usual procedures and in which the holder of a particular nominal
amount of the covered bonds is clearly identified with the amount of such holding) will be treated by the Bank, the
Guarantor, the Paying Agents and the Bond Trustee as the holder of such nominal amount of such covered bonds for
all purposes other than with respect to the payment of principal or interest or other amounts on
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such nominal amount of such covered bonds and the expressions “covered bondholder” and “holder” and related
expressions should be construed accordingly.

Covered bonds which are represented by a Global Covered Bond will be transferable only in accordance with the rules
and procedures for the time being of DTC or any other relevant clearing system, as the case may be.

References to DTC will, whenever the context so permits, be deemed to include a reference to any successor operator
and/or successor clearing system and/or any additional or alternative clearing system specified in the applicable
prospectus supplement or as may otherwise be approved by the Bank, the Principal Paying Agent and the Bond
Trustee.

2. Transfers of Registered Covered Bonds

2.1. Transfers of interests in Registered Global Covered Bonds
Transfers of beneficial interests in registered global covered bonds will be effected by DTC and, in turn, by other
participants and, if appropriate, indirect participants in DTC acting on behalf of beneficial transferors and transferees
of such interests. The laws in some states within the United States require that certain persons take physical delivery
of securities in definitive form. Consequently, the ability to transfer covered bonds represented by a Registered
Covered Bond in global form (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 DTC can only act on behalf of
direct participants in the DTC system 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 DTC to pledge such
covered bonds to persons or entities that do not participate in the DTC system or otherwise to take action in respect of
such covered bonds may depend upon the ability to exchange such covered bonds for covered bonds in definitive
form. A beneficial interest in a Registered Global Covered Bond will, subject to compliance with all applicable legal
and regulatory restrictions, be exchangeable for Registered Covered Bonds in definitive form (“Registered Definitive
Covered Bonds”) or for a beneficial interest in another Registered Global Covered Bond only in the Specified
Denomination(s) set out in the applicable prospectus supplement and only in accordance with the rules and operating
procedures for the time being of DTC and in accordance with the terms and conditions specified in the Agency
Agreement.

2.2. Transfers of Registered Covered Bonds in definitive form
Subject as provided in Conditions 2.3 (Registration of transfer upon partial redemption) and 2.4 (Costs of
registration), upon the terms and subject to the conditions set forth in the Agency Agreement, a Registered Definitive
Covered Bond may be transferred in whole or in part in the Specified Denomination(s) set out in the applicable
prospectus supplement. In order to effect any such transfer (a) the holder or holders must (i) surrender the Registered
Definitive Covered Bond for registration of the transfer of the Registered Definitive Covered Bond (or the relevant
part of the Registered Definitive Covered Bond) at the specified office of the Registrar or any Transfer Agent, with the
form of transfer thereon duly executed by the holder or holders thereof or his or their attorney or attorneys duly
authorized in writing, and (ii) complete and deposit such other certifications as may be required by the Registrar or, as
the case may be, the relevant Transfer Agent, and (b) the Registrar or, as the case may be, the relevant Transfer Agent
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must, after due and careful enquiry, be satisfied with the documents of title and the identity of the person making the
request.

Any such transfer will be subject to such reasonable regulations as the Bank, the Bond Trustee and the Registrar may
from time to time prescribe (the initial such regulations being set out in the Agency Agreement).

Subject as provided above, the Registrar or, as the case may be, the relevant Transfer Agent will, within three business
days (being for this purpose a day on which banks are open for business in the city where the specified office of the
Registrar or, as the case may be, the relevant Transfer Agent is located) of the request (or such longer period as may
be required to comply with any applicable fiscal or other laws or regulations), authenticate and deliver, or procure the
authentication and delivery of, at its specified office to the transferee or (at the risk of the transferee) send by
uninsured mail to such address as the transferee may request, a new Registered Definitive Covered Bond of a like
aggregate nominal amount to the Registered Definitive Covered Bond (or the relevant part of the Registered
Definitive Covered Bond) transferred.

In the case of the transfer of only part of a Registered Definitive Covered Bond, a new Registered Definitive Covered
Bond in respect of the balance of the Registered Definitive Covered Bond not transferred will (in addition to the new
Registered Definitive Covered Bond in respect of the nominal amount transferred) be so authenticated and delivered
or (at the risk of the transferor) sent by uninsured mail to the address specified by the transferor.

2.3. Registration of transfer upon partial redemption
In the event of a partial redemption of covered bonds under Condition 6 (Redemption and Purchase), the Bank will
not be required to register the transfer of any Registered Covered Bond, or part of a Registered Covered Bond, called
for partial redemption.

24. Costs of registration
Covered bondholders will not be required to bear the costs and expenses of effecting any registration of transfer as
provided above, except for any costs or expenses of delivery other than by regular uninsured mail and except that the
Bank, the Registrar or the Transfer Agent may require the payment of a sum sufficient to cover any stamp duty, Taxes
or any other governmental charge that may be imposed in relation to the registration.

2.7 Definitions
In these Terms and Conditions, the following expression will have the following meanings:

“U.S. Registered Covered Bond” means a covered bond issued under a registration statement under the Securities Act.
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3. Status of the Covered Bonds and the Covered Bond Guarantee
3.1. Status of the Covered Bonds

The covered bonds will constitute deposit liabilities of the Bank for purposes of the Bank Act, however the covered
bonds will not be insured under the Canadian Deposit Insurance Corporation Act (Canada), and will constitute legal,
valid and binding direct, unconditional, unsubordinated and unsecured obligations of the Bank and rank pari passu
with all deposit liabilities of the Bank without any preference among themselves at least pari passu with all other
unsubordinated and unsecured obligations of the Bank, present and future (except as prescribed by law and in certain
limited circumstances described in Conditions 9.1 (Issuer Events of Default) and 14 (Meetings of Covered
Bondholders, Modification, Waiver and Substitution)).

3.2. Status of the Covered Bond Guarantee
The payment of Guaranteed Amounts in respect of the covered bonds when the same will become Due for Payment
has been unconditionally (save as set out below) and irrevocably guaranteed by the Guarantor in favor of the Bond
Trustee for and on behalf of the covered bondholders pursuant the Covered Bond Guarantee. However, the Guarantor
will have no obligation under the Covered Bond Guarantee to pay any Guaranteed Amounts when the same will
become Due for Payment under the covered bonds or the Trust Deed until service of a Notice to Pay by the Bond
Trustee on the Guarantor (which the Bond Trustee will be required to serve following the occurrence of an Issuer
Event of Default and service of an Issuer Acceleration Notice by the Bond Trustee on the Bank) or, if earlier, the
occurrence of a Guarantor Event of Default and service of a Guarantor Acceleration Notice by the Bond Trustee on
the Bank and the Guarantor. The obligations of the Guarantor under the Covered Bond Guarantee are subject to the
applicable Priorities of Payments, and subject as aforesaid, are unsubordinated obligations of the Guarantor, which are
secured and subject to limitations on recourse as provided in the Security Agreement.

As security for the Guarantor’s obligations under the Covered Bond Guarantee and the other Transaction Documents to
which it is a party, the Guarantor has granted a security interest over all of its assets under the Security Agreement in
favor of the Bond Trustee (for covered bondholders and on behalf of the other Secured Creditors).

4. Interest
4.1. Interest on Fixed Rate Covered Bonds
Each Fixed Rate Covered Bond bears interest on its Principal Amount Outstanding from (and including) the Interest
Commencement Date at the rate(s) per annum equal to the Rate(s) of Interest. Interest will be payable, subject as
provided in these Terms and Conditions, in arrears on the Interest Payment Date(s) in each year up to (and including)
the Final Maturity Date.
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If the covered bonds are in definitive form, except as provided in the applicable prospectus supplement, the amount of
interest payable on each Interest Payment Date in respect of the Interest Period ending on (but excluding) such date
will amount to the Fixed Coupon Amount. Payments of interest on any Interest Payment Date will, if so specified in
the applicable prospectus supplement, amount to the Broken Amount so specified.

Except in the case of covered bonds in definitive form where a Fixed Coupon Amount or Broken Amount is specified
in the applicable prospectus supplement, interest will be calculated in respect of any period by applying the Rate of
Interest to (i) in the case of Fixed Rate Covered Bonds which are represented by a Global Covered Bond, the
aggregate outstanding nominal amount of the Fixed Rate Covered Bonds represented by such Global Covered Bond,
or (i1) in the case of Fixed Rate Covered Bonds in definitive form, the Calculation Amount; and in each case,
multiplying such sum by a 30/360 day count basis or the applicable day count basis set forth in the applicable
prospectus supplement, and rounding the resultant figure to the nearest sub unit of the relevant specified currency, half
of any such sub unit being rounded upwards or otherwise in accordance with applicable market convention. Where the
Specified Denomination of a Fixed Rate Covered Bond in definitive form comprises more than one Calculation
Amount, the amount of interest payable in respect of such Fixed Rate Covered Bond will be the aggregate of the
amounts (determined in the manner provided above) for each Calculation Amount comprising the Specified
Denomination without any further rounding.

The applicable prospectus supplement may provide that if the payment of the Final Redemption Amount of a Series of
Fixed Rate Covered Bonds on its Final Maturity Date is deferred until the applicable Extended Due for Payment Date
in accordance with the Terms and Conditions, interest will accrue and be payable on the unpaid portion of the Final
Redemption Amount up to the Extended Due for Payment Date at the Rate of Interest specified in the applicable
prospectus supplement which may provide that such Series of Fixed Rate Covered Bonds will continue to bear interest
at a Fixed Rate or at a Floating Rate despite the fact that interest accrued and was payable on such covered bonds prior
to the Final Maturity Date at a Fixed Rate.

4.6. Interest on U.S. Registered Covered Bonds
Condition 4.6 will only apply to U.S. Registered Covered Bonds.

Each covered bond will bear interest from its date of issue at the rate per annum, in the case of a Fixed Rate Covered
Bond, or pursuant to the interest rate formula, in the case of a Floating Rate Covered Bond, in each case as specified
in the prospectus supplement, until the principal thereof is paid. Interest payments on covered bonds will be made in
respect of Fixed Rate Covered Bonds and Floating Rate Covered Bonds in an amount equal to the interest accrued
from and including the immediately preceding Interest Payment Date in respect of which interest has been paid or
from and including the date of issue, if no interest has been paid, to but excluding the applicable Interest Payment
Date or the Final Maturity Date, as the case may be (each an “Interest Period”).

Interest on Fixed Rate Covered Bonds and Floating Rate Covered Bonds will be payable in arrears on each Interest
Payment Date and on the Final Maturity Date. The first payment of interest on any covered bonds originally issued
between a Regular Record Date (as defined below) and the related Interest Payment Date will be made on the Interest

Payment Date immediately following the next succeeding record date to the registered holder on the next
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succeeding record date. The “Regular Record Date” will be the fifteenth calendar day, whether or not a Business Day,
immediately preceding the related Interest Payment Date. For the purpose of determining the holder at the close of
business on a Regular Record Date when business is not being conducted, the close of business will mean 5:00 P.M.,
New York City time, on that day.

4.7. Interest Rates Applicable to U.S. Registered Covered Bonds
Condition 4.7 will only apply to U.S. Registered Covered Bonds.

The applicable prospectus supplement will specify the Interest Payment Dates for a Fixed Rate Covered Bond as well
as the Final Maturity Date. Interest on Fixed Rate Covered Bonds will be computed on the basis of a 360-day year
consisting of twelve 30-day months or such other day count basis set forth in the prospectus supplement.

Fixed Rate Covered Bonds

If any Interest Payment Date, redemption date, repayment date or Final Maturity Date of a Fixed Rate Covered Bond
falls on a day that is not a Business Day, the required payment of principal, premium, if any, and/or interest will be
made on the next succeeding Business Day, and no additional interest will accrue in respect of the payment made on
that next succeeding Business Day.

U.S. Registered Covered Bonds that are Floating Rate Covered Bonds
The following will only apply to Floating Rate Covered Bonds.

Interest Rate Basis. Floating Rate Covered Bonds will bear interest at rates based on one or more of the following
interest rate bases:

commercial paper rate;
U.S. prime rate;
LIBOR;
EURIBOR;
treasury rate;
CMT rate;
CD rate;
CMS rate; and/or
. federal funds rate.
The applicable prospectus supplement will specify the interest rate basis that applies to a specific Series or Tranche of
Floating Rate Covered Bonds.
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Calculation of Interest. Calculations relating to Floating Rate Covered Bonds will be made by the Calculation Agent.
The prospectus supplement for a particular Floating Rate Covered Bond will name the Calculation Agent for that
covered bond as of its original issue date. A successor institution may be appointed to serve as Calculation Agent for
such covered bonds from time to time after the original issue date of such covered bonds without the consent of
covered bondholders or notification of the change.

For each Floating Rate Covered Bond, the Calculation Agent will determine, on the corresponding interest calculation
date or on the interest determination date, as described below, the interest rate that takes effect on each interest reset
date. In addition, the Calculation Agent will calculate the amount of interest that has accrued during each interest
period that is, the period from and including the original issue date, or the last date to which interest has been paid or
made available for payment, to but excluding the payment date. For each Interest Period, the Calculation Agent will
calculate the amount of accrued interest by multiplying the face or other specified amount of the Floating Rate
Covered Bond by an accrued interest factor for the Interest Period. This factor will equal the sum of the interest
factors calculated for each day during the Interest Period. The interest factor for each day will be expressed as a
decimal and will be calculated by dividing the interest rate, also expressed as a decimal, applicable to that day by 360
or by the actual number of days in the year, as specified in the applicable prospectus supplement.

Upon the request of the covered bondholder of any Floating Rate Covered Bond, the Calculation Agent will provide
for that covered bond the interest rate then in effect and, if determined, the interest rate that will become effective on
the next interest reset date. The Calculation Agent’s determination of any interest rate, and its calculation of the
amount of interest for any Interest Period, will be final and binding in the absence of manifest error.

All percentages resulting from any calculation relating to a covered bond will be rounded upward or downward, as
appropriate, to the next higher or lower one hundred-thousandth of a percentage point, e.g., 9.876541% (or
0.09876541) being rounded down to 9.87654% (or 0.0987654) and 9.876545% (or 0.09876545) being rounded up to
9.87655% (or 0.0987655). All amounts used in or resulting from any calculation relating to a Floating Rate Covered
Bond will be rounded upward or downward, as appropriate, to the nearest cent, in the case of U.S. Dollars, or to the
nearest corresponding hundredth of a unit, in the case of a currency other than U.S. Dollars, with one-half cent or
one-half of a corresponding hundredth of a unit or more being rounded upward.

In determining the interest rate basis that applies to a Floating Rate Covered Bond during a particular Interest Period,
the Calculation Agent may obtain rate quotes from various banks or dealers active in the relevant market, as discussed
below. Those reference banks and dealers may include the Calculation Agent itself and its affiliates, as well as any
agent participating in the distribution of the relevant floating rate covered bonds and its affiliates, and they may
include affiliates of the Bank.

Initial Interest Rate. For any Floating Rate Covered Bond, the interest rate in effect from the original issue date to the
first interest reset date will be the initial interest rate. The initial interest rate or the manner in which it is determined
will be set forth in the applicable prospectus supplement.

Spread or Spread Multiplier. In some cases, the interest rate basis for a Floating Rate Covered Bond may be adjusted:
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by adding or subtracting a specified number of basis points, called the spread, with one basis point being 0.01
"percent; or
by multiplying the interest rate basis by a specified percentage, called the spread multiplier.
For any Floating Rate Covered Bond, the applicable prospectus supplement will indicate whether a spread or spread
multiplier will apply to the covered bond and, if so, the amount of the spread or spread multiplier.

Maximum and Minimum Rates. The actual interest rate, after being adjusted by the spread or spread multiplier, may
also be subject to either or both of the following limits:

-a maximum rate—i.e., a specified upper limit that the actual interest rate in effect at any time may not exceed; and/or

- a minimum rate—i.e., a specified lower limit that the actual interest rate in effect at any time may not fall below.
For any Floating Rate Covered Bond, the applicable prospectus supplement will indicate whether a maximum rate
and/or minimum rate will apply to the covered bond and, if so, what those rates are.

Whether or not a maximum rate applies, the interest rate on a floating rate covered bond will in no event be higher
than the maximum rate permitted by New York law, as it may be modified by U.S. law of general application and the
law of Ontario and the laws of Canada applicable therein.

Interest Reset Dates. The rate of interest on a Floating Rate Covered Bond will be reset, by the Calculation Agent
described below, daily, weekly, monthly, quarterly, semi-annually or annually. The date on which the interest rate
resets and the reset rate becomes effective is called the interest reset date. Except as otherwise specified in the
applicable prospectus supplement, the interest reset date will be as follows:

. for Floating Rate Covered Bonds that reset daily, each Business Day;
for Floating Rate Covered Bonds that reset weekly and are not treasury rate covered bonds, the Wednesday of each

week;

for treasury rate covered bonds that reset weekly, the Tuesday of each week;
for Floating Rate Covered Bonds that reset monthly, the third Wednesday of each month;

for Floating Rate Covered Bonds that reset quarterly, the third Wednesday of each of four months of each year as
“indicated in the applicable prospectus supplement;
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for Floating Rate Covered Bonds that reset semi-annually, the third Wednesday of each of two months of each year
"as indicated in the applicable prospectus supplement; and

for Floating Rate Covered Bonds that reset annually, the third Wednesday of one month of each year as indicated in
“the applicable prospectus supplement.
For a Floating Rate Covered Bond, the interest rate in effect on any particular day will be the interest rate determined
with respect to the latest interest reset date that occurs on or before that day. There are several exceptions, however, to
the reset provisions described above.

If any interest reset date for a Floating Rate Covered Bond would otherwise be a day that is not a Business Day, the
interest reset date will be postponed to the next day that is a Business Day. For a LIBOR or EURIBOR covered bond,
however, if that Business Day is in the next succeeding calendar month, the interest reset date will be the immediately
preceding Business Day.

Interest Determination Dates. The interest rate that takes effect on an interest reset date will be determined by the
Calculation Agent by reference to a particular date called an interest determination date. Except as otherwise indicated
in the applicable prospectus supplement:

for commercial paper rate, federal funds rate and U.S. prime rate covered bonds, the interest determination date
‘relating to a particular interest reset date will be the Business Day preceding the interest reset date;
for LIBOR covered bonds, the interest determination date relating to a particular interest reset date will be the second
London business day preceding the interest reset date, unless the index currency is pounds sterling, in which case the
‘interest determination date will be the interest reset date. An interest determination date for a LIBOR covered bond is
referred to as a LIBOR interest determination date;
for EURIBOR covered bonds, the interest determination date relating to a particular interest reset date will be the
-second Euro Business Day preceding the interest reset date. An interest determination date for a EURIBOR covered
bond is referred to as a EURIBOR interest determination date;
for treasury rate covered bonds, the interest determination date relating to a particular interest reset date, which is
referred to as a treasury interest determination date, will be the day of the week in which the interest reset date falls
on which treasury bills—i.e., direct obligations of the U.S. government—would normally be auctioned. Treasury bills are
-usually sold at auction on the Monday of each week, unless that day is not a Business Day, in which case the auction
is usually held on the following Tuesday, except that the auction may be held on the preceding Friday. If as the result
of a Monday not being a Business Day an auction is held on the preceding Friday, that Friday will be the treasury
interest determination date relating to the interest reset date occurring in the next succeeding week; and
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for CD rate, CMT rate and CMS rate covered bonds, the interest determination date relating to a particular interest
‘reset date will be the second Business Day preceding the interest reset date.
The interest determination date pertaining to a Floating Rate Covered Bond the interest rate of which is determined
with reference to two or more interest rate bases will be the latest Business Day which is at least two Business Days
before the related interest reset date for the applicable floating rate covered bond on which each interest rate basis is
determinable.

Interest Calculation Dates. As described above, the interest rate that takes effect on a particular interest reset date will
be determined by reference to the corresponding interest determination date. Except for LIBOR covered bonds and
EURIBOR covered bonds, however, the determination of the rate will actually be made on a day no later than the
corresponding interest calculation date. The interest calculation date will be the earlier of the following:

the tenth calendar day after the interest determination date or, if that tenth calendar day is not a Business Day, the
“next succeeding Business Day; and

the Business Day immediately preceding the Interest Payment Date or the maturity, whichever is the day on which
“the next payment of interest will be due.
The Calculation Agent need not wait until the relevant interest calculation date to determine the interest rate if the rate
information it needs to make the determination is available from the relevant sources sooner.

Interest Payment Dates. The Interest Payment Dates for a Floating Rate Covered Bond will depend on when the
interest rate is reset and, unless otherwise specified in the applicable prospectus supplement, will be as follows:

for Floating Rate Covered Bonds that reset daily, weekly or monthly, the third Wednesday of each month;

for Floating Rate Covered Bonds that reset quarterly, the third Wednesday of the four months of each year specified
"in the applicable prospectus supplement;

for Floating Rate Covered Bonds that reset semi-annually, the third Wednesday of the two months of each year
“specified in the applicable prospectus supplement; or

for Floating Rate Covered Bonds that reset annually, the third Wednesday of the month specified in the applicable
“prospectus supplement.
Notwithstanding the above, if a covered bond is originally issued after the Regular Record Date and before the date
that would otherwise be the first Interest Payment Date, the first Interest Payment Date will be the date that would
otherwise be the second Interest Payment Date.

In addition, the following special provision will apply to a Floating Rate Covered Bond with regard to any Interest
Payment Date other than one that falls on the maturity. If the Interest Payment Date would otherwise fall on a day that

is not a Business Day, then the Interest Payment Date will be the next day that is a Business Day. However, if the
floating rate covered bond is a

79

83



Edgar Filing: BANK OF NOVA SCOTIA / - Form F-3/A

LIBOR covered bond or a EURIBOR covered bond and the next Business Day falls in the next calendar month, then
the Interest Payment Date will be advanced to the next preceding day that is a Business Day. If the Final Maturity
Date of a Floating Rate Covered Bond falls on a day that is not a Business Day, the required payment of principal,
premium, if any, and interest will be made on the next succeeding Business Day, and no additional interest will accrue
in respect of the payment made on that next succeeding Business Day.

Commercial Paper Rate Covered Bonds

A commercial paper rate covered bond will bear interest at an interest rate equal to the commercial paper rate and
adjusted by the spread or spread multiplier, if any, indicated in the applicable prospectus supplement.

The commercial paper rate will be the money market yield of the rate, for the relevant interest determination date, for
commercial paper having the index maturity indicated in the applicable prospectus supplement, as published in
H.15(519) under the heading “Commercial Paper—Nonfinancial.” If the commercial paper rate cannot be determined as
described above, the following procedures will apply.

If the rate described above does not appear in H.15(519) by 3:00 P.M., New York City time, on the relevant interest
calculation date, unless the calculation is made earlier and the rate is available from that source at that time, then the
-commercial paper rate will be the rate, for the relevant interest determination date, for commercial paper having the
index maturity specified in the applicable prospectus supplement, as published in H.15 daily update or any other
recognized electronic source used for displaying that rate, under the heading “Commercial Paper—Nonfinancial.”

If the rate described above does not appear in H.15(519), H.15 daily update or another recognized electronic source
by 3:00 P.M., New York City time, on the relevant interest calculation date, unless the calculation is made earlier and
the rate is available from one of those sources at that time, the commercial paper rate will be the money market yield
of the arithmetic mean of the following offered rates for U.S. Dollar commercial paper that has the relevant index
“maturity and is placed for an industrial issuer whose bond rating is “Aa”, or the equivalent, from a nationally
recognized rating agency: the rates offered as of 11:00 A.M., New York City time, on the relevant interest
determination date, by three leading U.S. Dollar commercial paper dealers in New York City selected by the
Calculation Agent.

If fewer than three dealers selected by the Calculation Agent are quoting as described above, the commercial paper
rate for the new interest period will be the commercial paper rate in effect for the prior interest period. If the initial
“interest rate has been in effect for the prior interest period, however, it will remain in effect for the new interest
period.
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U.S. Prime Rate Covered Bonds

A U.S. prime rate covered bond will bear interest at an interest rate equal to the U.S. prime rate and adjusted by the
spread or spread multiplier, if any, indicated in the applicable prospectus supplement.

The U.S. prime rate will be the rate, for the relevant interest determination date, published in H.15(519) opposite the
heading “Bank Prime Loan.” If the U.S. prime rate cannot be determined as described above, the following procedures
will apply.

If the rate described above does not appear in H.15(519) by 3:00 P.M., New York City time, on the relevant interest
calculation date, unless the calculation is made earlier and the rate is available from that source at that time, then the
-U.S. prime rate will be the rate, for the relevant interest determination date, as published in H.15 daily update or
another recognized electronic source used for the purpose of displaying that rate, under the heading “Bank Prime
Loan.”
If the rate described above does not appear in H.15(519), H.15 daily update or another recognized electronic source
by 3:00 P.M., New York City time, on the relevant interest calculation date, unless the calculation is made earlier and
the rate is available from one of those sources at that time, then the U.S. prime rate will be the arithmetic mean of the
“following rates as they appear on the Reuters screen US PRIME 1 page: the rate of interest publicly announced by
each bank appearing on that page as that bank’s prime rate or base lending rate, as of 11:00 A.M., New York City
time, on the relevant interest determination date.
If fewer than four of these rates appear on the Reuters screen US PRIME 1 page, the U.S. prime rate will be the
arithmetic mean of the prime rates or base lending rates, as of the close of business on the relevant interest
-determination date, of three major banks in New York City selected by the Calculation Agent. For this purpose, the
Calculation Agent will use rates quoted on the basis of the actual number of days in the year divided by a 360-day
year.
If fewer than three banks selected by the Calculation Agent are quoting as described above, the U.S. prime rate for
-the new interest period will be the U.S. prime rate in effect for the prior interest period. If the initial interest rate has
been in effect for the prior interest period, however, it will remain in effect for the new interest period.
LIBOR Covered Bonds

A LIBOR covered bond will bear interest at an interest rate equal to LIBOR, which will be the London interbank
offered rate for deposits in U.S. Dollars or any other index currency, as specified in the applicable prospectus
supplement. In addition, when LIBOR is the interest rate basis the applicable LIBOR rate will be adjusted by the
spread or spread multiplier, if any, indicated in the applicable prospectus supplement. LIBOR will be determined in
the following manner:

LIBOR will be the offered rate appearing on the Reuters Page LIBOROI as of 11:00 A.M., London time, on the
-relevant LIBOR interest determination date, for deposits of the relevant index currency having the relevant index

maturity beginning on the relevant interest reset date. The applicable prospectus
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supplement will indicate the index currency, the index maturity and the reference page that apply to the LIBOR
covered bond. If no reference page is mentioned in the prospectus supplement, Reuters Page LIBORO1 will apply to
the LIBOR covered bond.

If Reuters Page LIBORO1 applies and the rate described above does not appear on that page, then LIBOR will be
determined on the basis of the rates, at approximately 11:00 A.M., London time, on the relevant LIBOR interest
determination date, at which deposits of the following kind are offered to prime banks in the London interbank
market by four major banks in that market selected by the Calculation Agent: deposits of the index currency having
the relevant index maturity, beginning on the relevant interest reset date, and in a representative amount. The
Calculation Agent will request the principal London office of each of these banks to provide a quotation of its rate. If
at least two quotations are provided, LIBOR for the relevant LIBOR interest determination date will be the arithmetic
mean of the quotations.
If fewer than two quotations are provided as described above, LIBOR for the relevant LIBOR interest determination
date will be the arithmetic mean of the rates for loans of the following kind to leading European banks quoted, at
-approximately 11:00 A.M., in the applicable principal financial center, on that LIBOR interest determination date, by
three major banks in that financial center selected by the Calculation Agent: loans of the index currency having the
relevant index maturity, beginning on the relevant interest reset date and in a representative amount.
If fewer than three banks selected by the Calculation Agent are quoting as described above, LIBOR for the new
-interest period will be LIBOR in effect for the prior interest period. If the initial interest rate has been in effect for the
prior interest period, however, it will remain in effect for the new interest period.
EURIBOR Covered Bonds

A EURIBOR covered bond will bear interest at an interest rate equal to the interest rate for deposits in euro,

designated as “EURIBOR” and sponsored jointly by the European Banking Federation and ACI—the Financial Market
Association, or any company established by the joint sponsors for purposes of compiling and publishing that rate. In
addition, when EURIBOR is the interest rate basis the EURIBOR base rate will be adjusted by the spread or spread
multiplier, if any, specified in the applicable prospectus supplement. EURIBOR will be determined in the following
manner:

EURIBOR will be the offered rate for deposits in euros having the index maturity specified in the applicable
prospectus supplement, beginning on the second Euro Business Day after the relevant EURIBOR interest
“determination date, as that rate appears on Reuters page EURIBORO! as of 11:00 A.M., Brussels time, on the
relevant EURIBOR interest determination date.

If the rate described above does not appear on Reuters page EURIBORO1, EURIBOR will be determined on the basis
“of the rates, at approximately 11:00 A.M., Brussels time, on the relevant EURIBOR interest determination date, at

82

86



Edgar Filing: BANK OF NOVA SCOTIA / - Form F-3/A

which deposits of the following kind are offered to prime banks in the euro-zone interbank market by the principal
euro-zone office of each of four major banks in that market selected by the Calculation Agent: euro deposits having
the relevant index maturity, beginning on the relevant interest reset date, and in a representative amount. The
Calculation Agent will request the principal euro-zone office of each of these banks to provide a quotation of its rate.
If at least two quotations are provided, EURIBOR for the relevant EURIBOR interest determination date will be the
arithmetic mean of the quotations.

If fewer than two quotations are provided as described above, EURIBOR for the relevant EURIBOR interest
determination date will be the arithmetic mean of the rates for loans of the following kind to leading euro-zone banks
-quoted, at approximately 11:00 A.M., Brussels time on that EURIBOR interest determination date, by three major
banks in the euro-zone selected by the Calculation Agent: loans of euros having the relevant index maturity,
beginning on the relevant interest reset date, and in a representative amount.

If fewer than three banks selected by the Calculation Agent are quoting as described above, EURIBOR for the new
-interest period will be EURIBOR in effect for the prior interest period. If the initial interest rate has been in effect for
the prior interest period, however, it will remain in effect for the new interest period.

Treasury Rate Covered Bonds

A treasury rate covered bond will bear interest at an interest rate equal to the treasury rate and adjusted by the spread
or spread multiplier, if any, indicated in the applicable prospectus supplement.

The treasury rate will be the rate for the auction, on the relevant treasury interest determination date, of treasury bills
having the index maturity specified in the applicable prospectus supplement, as that rate appears on Reuters page
USAUCTION 10/11. If the treasury rate cannot be determined in this manner, the following procedures will apply.

If the rate described above does not appear on either page by 3:00 P.M., New York City time, on the relevant interest
calculation date, unless the calculation is made earlier and the rate is available from that source at that time, the
-treasury rate will be the bond equivalent yield of the rate, for the relevant interest determination date, for the type of
treasury bill described above, as published in H.15 daily update, or another recognized electronic source used for
displaying that rate, under the heading “U.S. Government Securities/Treasury Bills/Auction High.”
If the rate described in the prior paragraph does not appear in H.15 daily update or another recognized electronic
source by 3:00 P.M., New York City time, on the relevant interest calculation date, unless the calculation is made
-earlier and the rate is available from one of those sources at that time, the treasury rate will be the bond equivalent
yield of the auction rate, for the relevant treasury interest determination date and for treasury bills of the kind
described above, as announced by the U.S. Department of the Treasury.
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If the auction rate described in the prior paragraph is not so announced by 3:00 P.M., New York City time, on the
relevant interest calculation date, or if no such auction is held for the relevant week, then the treasury rate will be the
-bond equivalent yield of the rate, for the relevant treasury interest determination date and for treasury bills having a
remaining maturity closest to the specified index maturity, as published in H.15(519) under the heading “U.S.
Government Securities/Treasury Bills/Secondary Market.”
If the rate described in the prior paragraph does not appear in H.15(519) by 3:00 P.M., New York City time, on the
relevant interest calculation date, unless the calculation is made earlier and the rate is available from one of those
sources at that time, then the treasury rate will be the rate, for the relevant treasury interest determination date and for
“treasury bills having a remaining maturity closest to the specified index maturity, as published in H.15 daily update,
or another recognized electronic source used for displaying that rate, under the heading “U.S. Government
Securities/Treasury Bills/Secondary Market.”
If the rate described in the prior paragraph does not appear in H.15 daily update or another recognized electronic
source by 3:00 P.M., New York City time, on the relevant interest calculation date, unless the calculation is made
earlier and the rate is available from one of those sources at that time, the treasury rate will be the bond equivalent
-yield of the arithmetic mean of the following secondary market bid rates for the issue of treasury bills with a
remaining maturity closest to the specified index maturity: the rates bid as of approximately 3:30 P.M., New York
City time, on the relevant treasury interest determination date, by three primary U.S. government securities dealers in
New York City selected by the Calculation Agent.
If fewer than three dealers selected by the Calculation Agent are quoting as described in the prior paragraph, the
treasury rate in effect for the new interest period will be the treasury rate in effect for the prior interest period. If the
“initial interest rate has been in effect for the prior interest period, however, it will remain in effect for the new interest
period.
CD Rate Covered Bonds

A CD rate covered bond will bear interest at an interest rate equal to the CD rate and adjusted by the spread or spread
multiplier, if any, indicated in the applicable prospectus supplement.

The CD rate will be the rate, on the relevant interest determination date, for negotiable U.S. Dollar certificates of
deposit having the index maturity specified in the applicable prospectus supplement, as published in H.15(519) under
the heading “CDs (Secondary Market).” If the CD rate cannot be determined in this manner, the following procedures
will apply.

If the rate described above does not appear in H.15(519) by 3:00 P.M., New York City time, on the relevant interest
-calculation date, unless the calculation is made earlier and the rate is available from that source at that time, then the

CD rate will be the rate, for the relevant interest determination date, described above as
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published in H.15 daily update, or another recognized electronic source used for displaying that rate, under the
heading “CDs (Secondary Market).”

If the rate described above does not appear in H.15(519), H.15 daily update or another recognized electronic source
by 3:00 P.M., New York City time, on the relevant interest calculation date, unless the calculation is made earlier and
the rate is available from one of those sources at that time, the CD rate will be the arithmetic mean of the following
-secondary market offered rates for negotiable U.S. Dollar certificates of deposit of major U.S. money market banks
with a remaining maturity closest to the specified index maturity, and in a representative amount: the rates offered as
of 10:00 A.M., New York City time, on the relevant interest determination date, by three leading non-bank dealers in
negotiable U.S. Dollar certificates of deposit in New York City, as selected by the Calculation Agent.

If fewer than three dealers selected by the Calculation Agent are quoting as described above, the CD rate in effect for
-the new interest period will be the CD rate in effect for the prior interest period. If the initial interest rate has been in
effect for the prior interest period, however, it will remain in effect for the new interest period.

CMT Rate Covered Bonds

A CMT rate covered bond will bear interest at an interest rate equal to the CMT rate and adjusted by the spread or
spread multiplier, if any, indicated in the applicable prospectus supplement.

The CMT rate will be the following rate displayed on the designated CMT Reuters page under the heading “. . .
Treasury Constant Maturities .. . . Federal Reserve Board Release H.15 Mondays Approximately 3:45 P.M.”, under the
column for the designated CMT index maturity:

if the designated CMT Reuters page is Reuters page FRBCMT, the rate for the relevant interest determination date;
or
if the designated CMT Reuters page is Reuters page FEDCMT, the weekly or monthly average, as specified in the
applicable prospectus supplement, for the week that ends immediately before the week in which the relevant interest
"determination date falls, or for the month that ends immediately before the month in which the relevant interest
determination date falls, as applicable.

If the CMT rate cannot be determined in this manner, the following procedures will apply.

If the applicable rate described above is not displayed on the relevant designated CMT Reuters page at 3:00 P.M.,
New York City time, on the relevant interest calculation date, unless the calculation is made earlier and the rate is
-available from that source at that time, then the CMT rate will be the applicable treasury constant maturity rate
described above—i.e., for the designated CMT index maturity and for either the relevant interest determination date or
the weekly or monthly average, as applicable—as published in H.15(519).
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If the applicable rate described above does not appear in H.15(519) by 3:00 P.M., New York City time, on the
relevant interest calculation date, unless the calculation is made earlier and the rate is available from one of those
“sources at that time, then the CMT rate will be the treasury constant maturity rate, or other U.S. treasury rate, for the
designated CMT index maturity and with reference to the relevant interest determination date, that:
-is published by the Board of Governors of the Federal Reserve System, or the U.S. Department of the Treasury; or
as is otherwise announced by the Federal Reserve Bank of New York for the week or month, as applicable, ended
-immediately preceding the week or month, as applicable, in which such CMT rate interest determination date falls;
and
in either case, is determined by the Calculation Agent to be comparable to the applicable rate formerly displayed on
“the designated CMT Reuters page and published in H.15(519).
If the rate described in the prior paragraph does not appear by 3:00 P.M., New York City time, on the
relevant interest calculation date, unless the calculation is made earlier and the rate is available from one of
those sources at that time, then the CMT rate will be the yield to maturity of the arithmetic mean of the
following secondary market bid rates for the most recently issued treasury covered bonds having an
original maturity equal to the designated CMT index maturity and a remaining term to maturity of not less
than the designated CMT index maturity minus one year, and in a representative amount: the bid rates, as
of approximately 3:30 P.M., New York City time, on the relevant interest determination date, of three
primary U.S. government securities dealers in New York City selected by the Calculation Agent. In
selecting these bid rates, the Calculation Agent will request quotations from five of these primary dealers
and will disregard the highest quotation—or, if there is equality, one of the highest—and the lowest quotation—or,
if there is equality, one of the lowest. Treasury covered bonds are direct, non-callable, fixed rate
obligations of the U.S. government.
If the Calculation Agent is unable to obtain three quotations of the kind described in the prior paragraph, the CMT
rate will be the yield to maturity of the arithmetic mean of the following secondary market bid rates for treasury
covered bonds with an original maturity longer than the designated CMT index maturity, with a remaining term to
maturity closest to the designated CMT index maturity and in a representative amount: the bid rates, as of
approximately 3:30 P.M., New York City time, on the relevant interest determination date, of three primary U.S.
"government securities dealers in New York City selected by the Calculation Agent. In selecting these bid rates, the
Calculation Agent will request quotations from five of these primary dealers and will disregard the highest quotation
(or, if there is equality, one of the highest) and the lowest quotation (or, if there is equality, one of the lowest). If two
treasury covered bonds with an original maturity longer than the designated CMT index maturity have remaining
terms to maturity that are equally close to the designated CMT index maturity, the
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Calculation Agent will obtain quotations for the treasury covered bond with the shorter remaining term to maturity.

If fewer than five but more than two of these primary dealers are quoting as described in the prior paragraph, then the
-CMT rate for the relevant interest determination date will be based on the arithmetic mean of the bid rates so
obtained, and neither the highest nor the lowest of those quotations will be disregarded.

If two or fewer primary dealers selected by the Calculation Agent are quoting as described above, the CMT rate in
-effect for the new interest period will be the CMT rate in effect for the prior interest period. If the initial interest rate
has been in effect for the prior interest period, however, it will remain in effect for the new interest period.
CMS Rate Covered Bonds

A CMS rate covered bond will bear interest at an interest rate equal to the CMS rate and adjusted by the spread or
spread multiplier, if any, indicated in the applicable prospectus supplement.

The CMS rate will be the rate for U.S. Dollar swaps with a maturity for a specified number of years, expressed as a
percentage in the applicable prospectus supplement, which appears on the Reuters page ISDAFIX1 as of 11:00 a.m.,
New York City time, on the interest rate determination date.

If the CMS rate cannot be determined as described above, the following procedures will be used:
If the applicable rate described above is not displayed on the relevant designated CMS Reuters page by 11:00 a.m.,
New York City time, on the interest rate determination date, then the CMS rate will be a percentage determined on
the basis of the mid-market, semi-annual swap rate quotations provided by five leading swap dealers in the New York
City interbank market at approximately 11:00 a.m., New York City time, on the interest rate determination date. For
this purpose, the semi-annual swap rate means the mean of the bid and offered rates for the semi-annual fixed leg,
calculated on a 30/360 day count basis, of a fixed-for-floating U.S. Dollar interest rate swap transaction with a term
-equal to the maturity designated in the applicable prospectus supplement commencing on that interest rate
determination date with an acknowledged dealer of good credit in the swap market, where the floating leg, calculated
on an Actual/360 day count basis, is equivalent to “LIBOR Reuters” with a maturity of three months. The Calculation
Agent will select the five swap dealers after consultation with us and will request the principal New York City office
of each of those dealers to provide a quotation of its rate. If at least three quotations are provided, the CMS rate for
that interest rate determination date will be the arithmetic mean of the quotations, eliminating the highest and lowest
quotations or, in the event of equality, one of the highest and one of the lowest quotations.
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If fewer than three leading swap dealers selected by the Calculation Agent are quoting as described above, the CMS
-rate will remain the CMS rate in effect on that interest rate determination date or, if that interest rate determination
date is the first reference rate determination date, the initial interest rate.
Federal Funds Rate Covered Bonds

A federal funds rate covered bond will bear interest at an interest rate equal to the federal funds rate and adjusted by
the spread or spread multiplier, if any, indicated in the applicable prospectus supplement.

The federal funds rate will be the rate for U.S. Dollar federal funds as of the relevant interest determination date, as
published in H.15(519) under the heading “Federal Funds (Effective)”, as that rate is displayed on Reuters page
FEDFUNDSI. If the federal funds rate cannot be determined in this manner, the following procedures will apply.

If the rate described above is not displayed on Reuters page FEDFUNDSI1 by 3:00 P.M., New York City time, on the
relevant interest calculation date, unless the calculation is made earlier and the rate is available from that source at
-that time, then the federal funds rate, as of the relevant interest determination date, will be the rate described above as
published in H.15 daily update, or another recognized electronic source used for displaying that rate, under the
heading “Federal Funds (Effective).”

If the rate described above is not displayed on Reuters page FEDFUNDSI1 and does not appear in H.15(519), H.15
daily update or another recognized electronic source by 3:00 P.M., New York City time, on the relevant interest
calculation date, unless the calculation is made earlier and the rate is available from one of those sources at that time,
-the federal funds rate will be the arithmetic mean of the rates for the last transaction in overnight, U.S. Dollar federal
funds arranged, before 9:00 A.M., New York City time, on the Business Day following the relevant interest
determination date, by three leading brokers of U.S. Dollar federal funds transactions in New York City selected by
the Calculation Agent.

If fewer than three brokers selected by the Calculation Agent are quoting as described above, the federal funds rate in
“effect for the new interest period will be the federal funds rate in effect for the prior interest peri
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