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£325,000,000 Ten Year Step Up Perpetual Callable Subordinated Notes (the “Tranche 1 Notes’)

Issue Price: 98.83 per cent.

£325,000,000 Fifteen Year Step Up Perpetual Callable Subordinated Notes (the “Tranche 2 Notes™)
Issue Price: 98.446 per cent.

£175,000,000 Twenty Year Step Up Parpetual Callable Subordinated Notes (the “Tranche 3 Notes™)
Issue Price: 99,277 per cent,

£175,000,000 Thirty Year Step Up Pexpetual Callable Subordinated Notes (the “Tranche 4 Notes™)
Issue Price: 97.712 per cent.

euro 400,000,000 Fixed to Floating Rate Perpetual Callable Subordinated Notes (the “Tranche 5 Notes” and
together with the Tranche 1 Notes, the Tranche 2 Notes, the Tranche 3 Notes and the
Tranche 4 Notes, each a “Tranche” and together the “Notes™)

Issue Price: 99.495 per cent.

Interest on the Tranche 1 Notes, the Tranche 2 Notes, the Tranche 3 Notes, the Tranche 4 Notes and the
Tranche § Notes of Abbey National ple {the ‘“Tssuer®’) is payable from and including 28th September, 2000 to but
excluding the first Reset Date (as defined under the Terts and Conditions of the relevant Tranche of Notes} at the rate
of 7.50 per cent. per annum in respect of the Tranche 1 Notes, 7.50 per cent. per annum in respect of the Tranche 2
Notes, 7.375 per cent. per annum in respect of the Tranche 3 Notes, 7.125 per cent. per annum in respect of the Tranche
4 Notes and 7.125 per cent. per annum in respect of the Tranche 5 Notes annually in arrear. On each Resget Date the rate
of interest for each Tranche of Notes will be recalculated as described herein. After the first Reset Date the interest on
the Tranche 5 Notes will be payable quarterly in arrear. Payments in respect of the Notes will be made without
g&zductlon Sfo{‘ or on account of taxes of the United Kingdom as described under *“Terme and Gonditions of the Tranche 1

otes — 8 Taxation™.

Subject to the prior consent of the Financial Services Authority (the “FSA™) (if then required), the Notes are
redeemable in whole (but not in part), at the option of the Issuer, at the principal amount thereof on the Interest
Payment Date (as defined under the Terms and Conditions of the relevant Tranche of Notes) falling on 28th September,
2010 in the case of the Tranche 1 Notes, 28th September, 2015 in the case of the Tranche 2 Notes, 28th September,
2020 in the case of the Tranche 3 Notes, 30th September, 2030 in the case of the Tranche 4 Notes and, in the case of
each such Tranche, thereafter on each fifth anniversary thereof, and on 28th September, 2010 and on each Interest
Payment Date thereafter in the case of the Tranche § Notes. In addition, subject to the prior consent of the FSA (if then
required), the Notes (other than the Tranche 5 Notes) are redeemable in whole (but not in part), at the option of the
Issuer, at any time in the event of certain changes affecting taxes of the United Kingdom, at their principal amount
together with any accrued interest and, in the case of the Tranche 5 Notes, are redeemable at such amount in such
circumstances at any time prior to 28th September, 2010 and thereafter on any Interest Payment Date, as described
under paragraph (¢) of “Terms and Conditions of the Tranche | Notes — 5§ Redemption and Purchase”.

The Notes constitute subordinated obligations of the Issuer, as described under ‘“Terms and Conditions of the
Tranche 1 Notes — 2 Status and Subordination™,

Application has been made to the FSA in its capacity as competent authority under the Financial Services Act
1986, as amended, (the ‘*UK Listing Authority®*) for the Notes to be admitted to the official list maintained by the UK
Listing Authority (the ‘‘Official List>’) and to the London Stock Exchange plc (the ““London Stock Exchange™) for the
Notes to be admitted to trading on the London Stock Exchange’s market for listed securities. Admission to the Official
List together with admission to trading on the London Stock Exchange’s market for listed securities constitute official
listing on a recognised investment exchange. Copies of this Offering Circular, which comprises listing particulars which
have been approved by the UK Listing Authority, have been delivered to the Registrar of Companies in England and
Wales as required by Section 149 of the Financial Services Act 1986, as amended.

Bach Tranche of Notes will initially be reﬂreeented by a temporary global note (each a **Temporary Global
Note™*), without interest coupons or talons, which will be deposited with a common dePositary for Mm}an Guaranty
Trust Company of New Yori, Brussels office, as operator of the Euroclear system (‘‘Buroclear”) and Clearstream
Banking, société anonyme (*‘Clearstream, Luxembourg”®) on or about 28th September, 2000 {(the ‘‘Closing Date™").
Each Temporary Global Note will be exchangeable for interests in a permanent global note (each a “‘Permanent Global
Note’’), without interest coupons or talons, not earlier than 40 days after the Closing Date upon certification of non-
1.8, beneficial ownership. Bach Permanent Global Note will be exchangeable for Definitive Notes only in certain limited
circunfx‘stances, as described under ““Terms and Conditions of the Tranche 1 Notes — 1 Form, Denomination and
Transfer'’,

LEHMAN BROTHERS UBS WARBURG

The date of this Offering Circular is 26th September, 2000



This document comprises listing particulars given in compliance with the listing rules made under
Section 142 of the Financial Services Act 1986, as amended, by the UK Listing Authority. The Issuer
accepts responsibility for all the information contained in this Offering Circular. To the best of the Issuer’s
knowledge and belief (having taken all reasonable care to ensure that such is the case), the information
contained in this Offering Circular is in accordance with the facts and does not omit anything likely to affect
the import of such information.

In this Offering Circular, references to *‘ Abbey National’’ and the “‘Issuer’’ are to Abbey National
ple, and references to ““Abbey National Group’® or the **Group™ are to Abbey National plc and its
subsidiaries.

No dealer, salesman or other person is authorised to give any information or to make any
representations other than those contained in this Offering Circular in connection with the offering or sale of
the Notes and, if given or made, such information or representations must not be relied upon as having been
authorised by the Issuer or the Lead Managers (as defined under “Subscription and Sale” below). Neither
the delivery of this Offering Circular nor any sale made hereunder shall, under any circumstances, create any
implication or constitute a representation that there has been no change in the affairs of the Issuer or the
Group since the date hereof. This Offering Circular does not constitute an offer of, or an invitation by or on
behalf of the Issuer or the Lead Managers to subscribe for or purchase, any of the Notes,

The distribution of this Offering Circular and the offering of the Notes in certain jurisdictions may be
restricted by law, Neither the Issuer nor either Lead Manager represents that this Offering Circular may be
lawfully distributed, or that the Notes may be lawfully offered, in compliance with any applicable
registration or other requirements in any such jurisdiction, or pursuant to an exemption available
thereunder, or assumes any responsibility for facilitating any such distribution or offering. In particular, save
for obtaining the approval of this Offering Circular as listing particulars by the UK Listing Authority and
delivery of copies of this Offering Circular to the Registrar of Companies in England and Wales, no action
has been taken by the Issuer or either Lead Manager which would permit a public offering of the Notes or
distribution of this Offering Circular in any jurisdiction where action for that purpose is required,
Accordingly, the Notes may not be offered or sold, directly or indirectly, and neither this Offering Circular
nor any advertisement or other offering material may be distributed or published in any jurisdiction, except
under circumstances that will result in compliance with any applicable laws and regulations and each Lead
Manager has represented that all offers and sales by it will be made on such terms.

The Notes have not been and will not be registered under the U.S. Securities Act of 1933, as
amended, and are subject to U.S. tax law requirements. Subject to certain exceptions, the Notes may not be
offered, sold or delivered within the United States ot to United States persons. For a more complete
description of certain restrictions on the offering, sale and delivery of the Notes and on the distribution of this
Offering Clircular, see *‘Subscription and Sale’* below.

In this Offering Circular, unless otherwise specified or the context otherwise requires, all references to
“pounds’’, “stetling’’ and *‘£"’ are to the currency of the United Kingdom of Great Britain and Northern
Ireland (the **United Kingdom®’) and all references to ““€” and “euro™ are to the singte currency which was
introduced at the start of the third stage of European Economic and Monetary Union, pursuant to the
Treaty establishing the European Communities (as amended by the Treaty on European Union and the
Treaty of Amsterdam).

IN CONNECTION WITH THIS ISSUE, LEHMAN BROTHERS INTERNATIONAL (EUROPE)
MAY OVER-ALLOT OR EFFECT TRANSACTIONS WHICH STABILISE OR MAINTAIN THE
MARKET PRICE OF THE NOTES AT A LEVEL WHICH MIGHT NOT OTHERWISE PREVAIL.
SUCH STABILISING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.
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TERMS AND CONDITIONS OF THE TRANCHE 1 NOTES

The following, subject to alteration, are the terms and conditions of the Tranche 1 Notes in the form in
which they will appear in the relevant Trust Deed (as defined below).

The £325,000,000 Ten Year Step Up Perpetual Callable Subordinated Notes (the “Notes”, which
expression shall in these Terms and Conditions, unless the context otherwise requires, include any further
notes issued pursuant to Condition 14 and forming a single series with the Notes) are constituted by a trust
deed (the “Trust Deed"} dated 28th September, 2000 between Abbey National plc (the “Issuer™) and The
Law Debentare Trust Corporation pl.c. (the “Trustee”) as trustee for the holders of the Notes (the
“Noteholders™). The issue of the Notes was authorised pursuant to a resolution of the Board of Directors
of the Issuer passed on 15th December, 1998 and by an approval and authorisation passed on 21st
September, 2000. The statements in these Terms and Conditions include summaries of, and are subject to,
the detailed provisions of the Trust Deed. Copies of the Trust Deed and the paying agency agreement (the
“Paying Agency Agreement”) dated 28th September, 2000 made between the Issuer, Citibank, N.A. as
principal paying agent (the “Principal Paying Agent””} and as agent bank (the “Agent Bank™), the other
paying agent named therein (together with the Principal Paying Agent, the “Paying Agents™) and the
Trustee are available for inspection during normal business hours by the Noteholders and the holders of the
interest coupons (the “Coupons”) and talons for further Coupons (the “Talons’) appertaining to Notes in
definitive form (the “Couponholders™) at the registered office of the Trustee, being at the date hereof at
Princes House, 95 Gresham Street, London EC2V 7LY, and at the specified office of each of the Paying
Agents, The Noteholders and the Couponholders are entitled to the benefit of, are bound by, and are
deemed to have notice of, all the provisions of the Trust Deed and the Paying Agency Agreement
applicable to them.

1. Form, Denomination and Transfer

(a) The Notes are in bearer form in the denominations of £1,000, £10,000 and £100,000, each serially
numbered.

{b) The Notes are initially represented by a temporary global note (the “Temporary Global Note™) in
bearer form, without Coupons or Talons attached, in the principal amount of £325,000,000 deposited
with a common depositary (the “Common Depositary”) for Morgan Guaranty Trust Company of
New York, Brussels office, as operator of the Buroclear System (“Euroclear’”) and Clearstream
Banking, société anonyme (“Clearstream, Luxembourg™). Not earlier than 8th November, 2000, the
Temporary Global Note is exchangeable for interests in a further giobal note in bearer form, without
Coupons or Talons attached, in the principal amount of up to £325,000,000 (the “Permanent Global
Note™) which will aiso be deposited with the Common Depositary, Exchanges of interests in the
Temporary Global Note for interests in the Permanent Global Note will be effected only upon
certification as to non-U.8, beneficial ownership. A beneficial owner must exchange his interest in the
Temporary Global Note for an interest in the Permarent Global Note before payments of principal
or interest on the Notes can be collected. The Temporary Global Note and the Permanent Global
Note are together referred to as the “Global Notes”. The Permanent Global Note will be
exchangeable for definitive Notes only in certain limited citcumstances described in paragraph (e)
below. Title to each Global Note will pass by delivery {without prejudice to paragraphs (¢) and (d)
below). The Issuer and the Trustee may (to the fullest extent permitted by applicable laws but without
prejudice to paragraph (d) below) deem and treat the bearer of a Global Note as the absolute owner
for all purposes (whether or not such Global Note shall be overdue and notwithstanding any notice of
ownership or writing on such Global Note or any notice of previous loss or theft of such Global
Note).

(e} For so long as the Notes are represented by a Global Note, Notes will be transferable in accordance
with the rules and procedures for the time being of Euroclear or Clearstream, Luxembourg, as
appropriate. Title to the definitive Notes, Coupons and Talons issued in the limited circumstances
described below will pass by delivery,

(d) For so long as the Notes are represented by a Global Note and such Global Note is held on behaif of
Euroclear andfor Clearstream, Luxembourg, each person who is for the time being shown in the
records of Euroclear or of Clearstream, Luxembourg as the holder of a particular principal amount of
Notes (in which regard any certificate or other document issued by Euroclear or Clearstream,
Luxembourg as to the principal amount of the Notes standing to the account of any person shall be
conclusive and binding for all purposes) shall be treated by the Issuer, the Trustee and the bearer of
the relevant Global Note as a holder of such principal amount of Notes (and the expression
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“Noteholder” and references to “holding of Notes™ and to “holders of Notes” shall be construed
accordingly) for all purposes other than with respect to the payment of principal and interest on the
Notes, the right to which shall be vested, as against the Issuer and the Trustee, solely in the bearer of
the relevant Global Note in accordance with and subject to its terms and the terms of the Trust Deed.
Any reference herein to Euroclear and/or Clearstream, Luxembourg shall, whenever the context so
permits, be deemed to include a reference to any additional or alternative clearing system approved by
the Trustee.

fe} If (i) any event described in Condition 7 occurs and is continuing or an order is made or an effective
resolution is passed for the winding-up of the Issuer (except for the purposes of a reconstruction or
amalgamation the terms of which have been previously approved in writing by the Trustee or by an
Extraordinary Resolution (as defined in the Trust Deed) of the Noteholders), (ii) either Buroclear or
Clearstream, Luxembourg is closed for business for a continuous period of 14 days (other than by
reason of holiday, statutoryor otherwise) or announces an intention permanently to cease business or
does in fact do so and no alternative clearance system sausfactory to the Trustee is available or (iii) the
Trusice is satisfied that on the occasion of the next payment in respect of the Notes the Issuer or any
Paying Agent would be required to make any deduction or withholding from any payment in respect
of the Notes which would not be required were the Notes in definitive form, then the Issuer will issue
definitive Notes, serially numbered, in the denominations of £1,000, £10,000 and £100,000 eack with
Coupons and a Talon attached on issue (in exchange for the entire Permanent Global Note) within 45
days of the occurrence of the relevant event in (i), (ii) or (iii) above.

2.  Status and Subordination

(a) Status

The Notes constitute direct, unsecured, subordinated obligations of the Issuer and rank pari passu
without any preference among themselves,

(b} Condition of Payment

The rights and claims of the Noteholders and the Couponholders are subordinated to the claims of
Senior Creditors (as defined below), in that payments of principal and interest in respect of the Notes are
conditional upon the Issuer being solvent at the time of puyment by the Issuer and in that no principal or
interest shall be payable in respect of the Notes except to the extent that the Issuer could make such
payment and still be solvent immediately thereafter. For the purposes of this Condition 2(4), the Issuer
shall be considered to be solvent if (i) it is able to pay its debts to Senior Creditors as they fall due and (i) its
Assets (as defined below) exceed its Liabilities (as defined below) to Senior Creditors. A report as to the
solvency of the Issuer by an Authorised Signatory (as defined below) of the Issuer or the Auditors of the
Issuer or, if the Issuer is being wound up, its liquidator shall, unless the contrary is proved, be treated and
accepted by the Issuer, the Trustee, the Noteholders and the Couponholders as correct and sufficient
evidence thereof. Amounts representing interest in respect of which the condition referred to in this
patagraph is not satisfied on the date upon which the same would otherwise be due and payable shall, so
long as the same remain unpaid, constitute “Arrears of Interest” for the purposes of these Terms and
Conditions (otherwise than for the purposes of Condition 4(¢)).

Arrears of Interest under this Condition 2(#) shall not bear interest.

For the purposes of these Terms and Conditions, **Senior Creditors” means creditors of the Issuer (a)
who are unsubordinated creditors of the Issuer or (b) whose claims are, or are expressed to be,
subordinated to the claims of depositors and/or other creditors, whether subordinated or unsubordinated,
of the [ssuer other than those whose claims rank, or are expressed to rank, pari passu with or junior to the
claims of the Noteholders, “Assets” means the non-consolidated gross assets of the Issuer, “Liabilities’
means the non-consolidated gross liabilities of the Issuer, in each case as shown by the latest published
audited balance sheet of the Issuer, but adjusted for contingencies and for subsequent events in such
manner and to such extent as the Directors of the Issuer, Auditors of the Issuer or, as the case may be, its
liquidator may determine to be appropriate, and “Authorised Signatory” means in relation to the Issuer, a
person who is duly empowered to bind the Issuer in relation to the relevant document(s) and, if necessary
under the law of the country of incorporation of the Issuer to ensure that such person is duly authorised,
whose authority 1s evidenced by a resolution or approval and authorisation of the Directors of the Issuer.
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Subject to applicable law, no Noteholder or Couponholder may exercise, claim or plead any right of
set-off, counter-claim or retention in respect of any amount owed to it by the Issuer arising under or in
connection with the Notes or Coupons and each Noteholder and Couponholder shall, by virtue of being
the holder of any Note or, as the case may be, Coupon, be deemed to have waived all such rights of set-off,
counter-claim or retention,

NB. If the Issuer would not otherwise be solvent for the purposes of the above Condition 2(b), the arnount
of the principal and sums which wowld otherwise be payable as interest on the Notes will be available to meet
the losses of the Issuer.

3.  Winding-up

If at any time an order is made or an effective resolution is passed for the winding-up in England of
the Issuer (except for the purposes of a reconstruction or amalgamation the terms of which have previously
been approved in writing by the Trustee or by an Extraordinary Resolution of the Noteholders), there shall
be payable by the Issuer in respect of each Note and Coupon (in lieu of any other payment by the Issuer)
such amount, if any, as would have been payable to the holder thereof if, on the day ptior to the
commencement of the winding-up and thereafter, such Noteholder were the holder of one of a class of
preference shares in the capital of the Issuer having a preferential right to a return of assets in such winding-
up over the holders of all other classes of issued shares for the time being in the capital of the Issuer on the
assumption that such preference share was entitled to receive on 4 returm of assets in such winding-up an
amount equal Lo the principal amount of the Note together with Arrears of Interest, if any, and any other
accrued interest as provided in the Trust Deed.

4,  Interest

fa) Rate of Interest

The Notes bear interest at the rate of 7.50 per cent. per annum from and including 28th September,
2000 to but excluding 28th September, 2010 and thereafter at an applicable rate of interest determined in
accordance with paragraph (d)} below {the “Reset Rate of Interest”). Interest on the Notes will be payable,
subject as provided below, in arrear on 28th September in each year (each an “Interest Payment Date™), the
first Interest Payment Date being 28th September, 2001. If interest is required to be calculated for a period
of less than one year, it will be calculated on the basis of a 360-day year consisting of 12 months of 30 days
each.

(b) Interest Payments

Interest will cease to acerue on the Notes on the first due date for redemption thereof unless, upon due
presentation thereof, payment of principal is improperly withheld or refused or is not made by reason of
Condition 2¢b) above, as the case may be. In such event interest will continue to accrue (as well after as
before any judgment) as provided in the Trust Deed.

(¢) Optional Payment of Interest

Without prejudice to the provisions of Conditions 2(5) and 3, the Issuer shall not be obliged to make
payment of any interest accrued on the Notes if, during the period of six months immediately prior to the
date on which payment of such interest would otherwise be due, no dividend shall have been declared, paid
or made on any class of the stock or share capital of the Issuer, and all interest not so paid shall, so long as
the same remains unpaid, constitute “Arrears of Interest”, The Issuer may at its option (upon the expiry of
not less than seven days’ notice to the Noteholders given in accordance with Condition 13 and subject to
Conditions 2(b} and 3) at any time pay all or part of the Arrears of Interest (being, if part only, the whole
of the interest that would have been due on all the Notes on any due date for the payment of interest) but so
that, in the case of any such partial payment, the interest that would have been due on any date shall not be
paid prior to that acerued in respect of any earlier date. If notice is given by the Issuer of its intention to pay
the whole or part of Arrears of Interest, the Issuer shall be obliged (subject to Conditions 2( b) and 3) to do
so upon the expiry of such notice.

All Arrears of Interest shall (subject to Conditions 2(h) and 3) become due in full on the date on
which any dividend is next declared, paid or made on any class of stock or share capital of the Issuer or, if
earlier, the date set for any redemption under Condition 5(5) or (¢) or the commencement of a winding-up
of the Issuer.

Arrears of Interest under this Condition 4(¢) shall not bear interest.
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(d) The Reset Rate of Interest

(1)

(if)

(i)

(iv)

The Reset Rate of Interest for any Reset Period (as defined below) shall be the rate per annum
determined by the Agent Bank or such other person as may be appointed from time to time
pursuant to Condition 4(d)(iv) on the following basis. On the Determination Date (as defined
below) relating to such Reset Period the Agent Bank shall determine the gross redemption yield
{calculated by the Agent Bank on the basis set out by the Joint Index and Classification
Committee of the Institute and Faculty of Actuaries as reported in the Journal of the Institute
of Actuaries vol. 105, part 1, 1978, page [8 (as amended or updated from time to time) on a
semi-annual compounding basis) on the basis of the Benchmark Five-Year Gilt (as defined
below) in respect of that Reset Period (converted to an annualised payment and expressed as a
percentage rounded up (if necessary) to four decimal places) (the “Yield™) with the price of the
Benchmark Five-Year Gilt for this purpose being the arithmetic mean of the offered and bid
quotations for the sale or purchase on a spot delivery basis of such Benchmark Five-Year Gilt
as at 3.00 p.m. (London time) on the relevant Determination Date (quoted by the Reference
Dealers (as defined below)). The Reset Rate of Interest for such Reset Period shall be the
aggregate of the Yield, as so determined by the Agent Bank, and the Margin (as defined below).

In these Terms and Conditions:

“Benchmark Five-Year Gilt” means, in respect of a Reset Period, such United Kingdom
government security having a maturity date on or about the last day of such Reset Period as the
Agent Bank, with the agreement of the Reference Dealers, may determine to be appropriate;

“Business Day” means, in relation to any place, a day on which commercial banks and foreign
exchange markets settle payments in that place;

“Determination Date” means, in relation to any Reset Period, the fifth day prior to the first day
of such Reset Period, provided that if such fifth day is not a Business Day in London, it shall be
postponed to the next day which is a Business Day in London provided that such day occurs
before the first day of such Reset Period. If such day falls on or after the first day of such Reset
Period, the Determination Date shall instead be the Business Day in London preceding the first
day of such Reset Period which is nearest to the first day of such Reset Period and upon which
the Agent Bank determines that it is possible to determine the Yield;

“Margin” means 3.20 per cent. per annum;

“Reference Dealers” means three brokers of gilts and/or gilt-edged market makers or such other
three persons operating in the United Kingdom gilt-edged market (approved by the Trustee) as
the Agent Bank may seiect, each of which (A) is acting through its principal London office, (B)
agrees with the Agent Bank's nomination of the relevant Benchmark Five-Year Gilt and (C) is’
willing to provide the quotations referred to above;

“Reset Date” means 28th September, 2010 and every fifth successive 28th September thereafter;
and

“Reset Period” means the period beginning on a Reset Date and ending on the day immediately
preceding the next succeeding Reset Date.

The Issuer shall cause such Reset Rate of Interest to be notified to the Trustee, each of the
Paying Agents and any relevant listing authority as soon as practicable after the determination
of such Reset Rate of Interest and shall procure that the Principal Paying Agent gives notice to
the Noteholders thereof in accordance with Condition 13.

If the Agent Bank for any reason defaults in its obligation to determine the Reset Rate of
Interest for any Reset Period in accordance with this Condition 4(d), the Trustee shall
determine such Reset Rate of Interest at such rate as, in its absolute discretion (having such
regard as it shall think fit to the procedure described in this Condition 4(d)), it shall deem fair
and reasonable in all the circumstances, and such determination shall be deemed to be a
determination thercof by the Agent Bank.

So long as any Notes remain outstanding the Issuer will maintain an Agent Bank.

The Issuer may from time to time appoint another leading bank or investment banking firm in
London as Agent Bank as may be approved in writing by the Trustee. If the Agent Bank is
unable or unwilling to continue o act as the Agent Bank, the [ssuer shall forthwith appoint
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such other leading bank or investment banking firm in London as may be approved in writing
by the Trustee to act as such in its place. The Agent Bank may not resign its duties or be
removed without a successor having been appointed and approved as aforesaid.

(v) All notifications, opinions, determinations, certificates, calculations, quotations and decisions
given, expressed, made or obtained for the purposes of this Condition 4(d}, whether by the
Agent Bank or the Trustee, shall (in the absence of wilful default, bad faith or manifest error) be
binding on the Issuer, the Agent Bank, the Trustee, the Paying Agents and all Noteholders and
Couponholders and (in the absence as aforesaid) no liability to the Noteholders or
Couponholders or the Issuer shall attach to the Agent Bank or the Trustee in connection
with the exercise or non-exercise by it of its powers, duties and discretions.

5. Redemption and Purchase

(a) No Fixed Maturity

There is no fixed redemption date for the Notes and the Issuer shall (subject to the provisions of
Conditions 2 and 3 and without prejudice to the provisions of Condition 7) only have the obligation to
repay them in accordance with the following provisions of this Condition 5. In these Terms and Conditions
all references to redemption or purchase of the Notes shall be read subject to the requirement that any such
redemption or purchase shall be subject to the prior consent of the Financial Services Authority (so long as
the Issuer is required by the Financial Services Authority to obtain such consent),

(b) Optional Redemption

The Issuer may, by giving not less than 10 London business days’ notice to the Noteholders in
accordance with Condition 13 and to Euroclear, Clearstream, Luxembourg and the Trusice (which notice
shall be irrevocable), elect to redeem all, but not some only, of the Notes on the Interest Payment Date
falling on 28th September, 2010 or thereafter on every fifth anniversary of such Interest Payment Date at
their principal amount plus accrued interest and all Arrears of Interest (if any). In this Condition 5¢b),
“London business day” means, in relation to any place, any day (not being a Saturday or a Sunday) on
which commercial banks and foreign exchange markets setile payments in London,

(c¢) Redemption for taxation purposes

If the Issuer satisfies the Trustee immediately prior to the giving of the notice referred to below that,
on the next due date for the payment of interest:

(i) (a)asaresult of any actual change in, or amendment to, the laws of the United Kingdom or any
political subdivision or authority thereof having power to tax, or any change in the application
of official or generally accepted interpretation of such laws, which change or amendment
becomes effective on or after 26th September, 2000, the Issuer will, for reasons outside its
control, be required to pay additional amounts as provided in Condition 8 and such
requirement cannot be avoided by the Issuer taking such steps as the Trustee may consider
reasonable, or (b) the Essuer will for reasons outside its control with respect to all but not some
only of the Notes be required to account to any taxing authority in the United Kingdom for any
amounts (other than any tax withheld or deducted from interest payable on the Notes)
calculated by reference to any amount payable in respect of the Notes and that requirement
cannot be avoided by the Issuer taking such steps as the Trustee may consider reasonable; or

(i) payments of amounts in respect of interest on all but not some only of the Notes will, for
reasons outside the control of the Issuer, be treated as “distributions” within the meaning of the
Taxes Acts for the time being of the United Kingdom,

then the Issuer may, having given not less than 30 nor more than 60 days’ notice to the Trustee, the
Principal Paying Agent and, in accordance with Condition 13, the Noteholders (which notice shall be
irrevocable) redeem all, but not some only of, the Notes at their principal amount together with interest
accrued to the date fixed for redemption and Arrears of Interest (if any) at any time, Upon expiry of such
notice the Issuer shall be bound to redeem the Notes accordingly.

(d) Purchases

The Issuer or any of the Subsidiaries (as defined in the Trust Deed) for the time being may at any time
purchase Notes in any manner and at any price. In each case purchases will be made together with all
unmatured Coupons and Talons (it any) appertaining thereto.
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(e)

Cancellation
All Notes purchased pursuant to paragraph (d) above will be surrendered for cancellation to any

Paying Agent and will be cancelled forthwith (together with all wnmatured Coupons and Talons
surrendered therewith) and may not be reissued or resold.

6.
(a)

(b)

(c)

(d)

{e)

(f)

(g)

(h)

fa)

Payments

Payments of principal and interest in respect of the Notes will be made against surrender of Notes or,
in the case of payments of interest on an Interest Payment Date, against surrender of the relevant
Coupons, at the specified office of any of the Paying Agents. Such payments will be made (subject to
paragraph (b) below), at the option of the holder by a sterling cheque, or by transfer to a sterling
account specified by the holder, subject in all cases to any fiscal or other laws and regulations
applicable in the place of payment but without prejudice to the provisions of Condition 8.

Payments of interest in respect of Notes may only be made at the specified offices of any Paying Agent
outside the United States of America in the manner described in paragraph (a} above.

Upon the due date for redemption of any Note, any unexchanged Talon relating to such Note
{whether or not attached) shall become void and no Coupon shall be delivered in respect of such
Talon and unmatured Coupons relating to such Note (whether or not attached) shall also become
void and no payment shall be made in respect of them.

On or after the Interest Payment Date for the final Coupon forming part of a Coupon sheet issued in
respect of any Note, the Talon forming part of such Coupon sheet may be surrendered at the specified
office of the Principal Paying Agent in exchange for a further Coupon sheet (and another Talon for a
further Coupon sheet).

If the date for payment of any amount of principal or interest in respect of any Note or any later date
on which any Note or Coupon is presented for payment is not at the relevant place of presentation
and at the place where the holder’s sterling account is located (in the latter case, where payment is to
be made by transfer to a sterfing account specified by the holder) a business day, then the holder
thereof shall not be entitled to payment at that place of presentation or, if applicable, payment of the
amount payable until the next following business day at that place of presentation and, if applicable,
payment and shall not be entitled to any further interest or other payment in respect of any such
delay. In this Condition 6(¢), “business day” means, in relation to any place, any day (not being a
Saturday or Sunday) on which commercial banks and foreign exchange markets settle payments in
London and in that place.

The names of the initial Paying Agents and their initial specified offices are set out below. The Issuer
reserves the right, subject to the prior written approval of the Trustee, such approval not to be
unreasonably withheld, at any time to vary or terminate the appointment of any Paying Agent and to
appoint additional or other Paying Agents provided that it will at all times maintain a Paying Agent
having a specified office in London and a Paying Agent having a specified office in continental
Europe.

Notice of any such termination or appointment and of any change in the specified offices of the
Paying Agents will be given to the Noteholders in accordance with Condition 13.

If definitive Notes are required to be issued, the amount of interest in respect of such Notes will be
calculated by reference to the aggregate principal amount of Notes presented (or, as the case may be,
in respect of which Coupons are presented) for payment by the relevant holder and the amount of
such payment shall be rounded down to the nearest £0.01.

Events of Defanft and Enforcement

If the Issuer shall not make payment in respect of the Notes (in the case of payment of principal) for a
period of 14 days or more after the due date for the same or (in the case of any payment of interest)
for a period of 14 days or more after any date upon which the payment of interest is compulsory, the
Issuer shall be considered to be in default under the Trust Deed, the Notes and the Coupons and the
Trustee may, hotwithstanding the provisions of paragraph (b) of this Condition 7, institute
proceedings in England (but not elsewhere} for the winding-up of the Issuer. For the purposes of this
paragraph a payment otherwise due (in the case of principal) or compulsory (in the case of interest)
shall be deemed so due or compulsory notwithstanding that the condition set out in Condition 2(5) is
not satisfied, provided that any payment of interest not made pursuant to Condition 4(¢} shall not be
deemed so due.



(b) The Trustee may at its discretion and without further notice institute such proceedings against the
Issuer as it may think fit to enforce any obligation, condition or provision binding on the Issuer under
the Trust Deed, the Notes or the Coupons (other than any obligation for the payment of any
principal or interest in respect of the Notes or the Coupons) provided that the Issuer shall not by
virtue of the institution of any such proceedings be obliged to pay any sum or sums sooner than the
same would otherwise have been payable by it.

(¢} The Trustee shall not be bound to take any of the actions referred to in paragraph (@) or (b) above to
enforce the obligations of the Issuer under the Trust Deed, the Notes or the Coupons unless (i) it shall
have been so requested by an Extraordinary Resolution of the Noteholders or in writing by the
holders of at least one-quarter in principal amount of the Notes then outstanding and (ii) it shall have
been indemnified to its satisfaction,

(d) No Noteholder or Couponholder shall be entitled to proceed directly against the Issuer or to prove in
the winding-up of the Issuer unless the Trustee, having become so bound to proceed or being able to
prove in such winding-up, fails to do so within a reasonable pericd and such failure shall be
continuing, in which case the Noteholder or Couponholder shall have only such rights against the
Issuer as those which the Trustee is entitled to exercise. Any such proceedings brought by any
Noteholder or Couponholder shall be brought in the name of the Trustee, subject to such Noteholder
or Couponholder indemnifying the Trustee to its satisfaction.

(e) No remedy against the Issuer, other than as referred to in this Condition 7, shall be available to the
Trustee or the Noteholders or Couponholders, whether for the recovery of amounts owing in respect
of the Notes or under the Trust Deed or in respect of any breach by the Issuer of any of its other
obligations under or in respect of the Notes or under the Trust Deed.

(f) No rights are conferred on any person by virtue of the Contracts (Rights of Third Parties) Act 1999 to
enforce any term of the Notes.

8.  Taxation

All payments by the Issuer of principal and interest (including Arrears of Interest) in respect of the
Notes will be made without withholding of or deduction for, or on account of, any present or future taxes,
duties, assessments or governmental charges of whatsoever nature imposed or levied by or on behalf of the
United Kingdom or any political subdivision thereof or by any authority 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 Issuer will pay such additional amounts as may be necessary in order that
the net amounts receivable by Noteholders or Couponholders after such withholding or deduction shall
equal the respective amounts of principal and interest which would have been receivable in respect of the
Notes or, as the case may be, Coupons in the absence of such withholding or deduction, except that no such
additional amounts shall be payable in relation to any payment with respect to any Note or Coupon
presented for payment:

(i) by or on behalf of a holder who is liable to such taxes, duties, assessments or governmental
charges in respect of such Note or Coupon by reason of his having some connection with the
United Kingdom other than the mere holding of such Note or Coupon; or

(i) by or on behalf of a holder who would be able to avoid such withholding or deduction by
satisfying any statutoty requirements (provided such statutory requirements do not involve the
holder in incurring a material cost) and/or by making a declaration of non-residence or other
similar claim for exemption but, in either case, fails to do so; or

(iii) in the United Kingdom; or

(iv) more than 30 days after the Relevant Date except o the extent that the holder thereof would
have been entitled to such additional amounts on presenting the same for payment on the last
day of such period of 30 days.

For this purpose, the “Relevant Date” in respect of any payment means the date on which such
payment first becomes due and payable but, if the full amount of the moneys payable on such date has not
been received by the Principal Paying Agent or the Trustee on or prior to such date, the “Relevant Date”
means the date on which such moneys shall have been so received and notice to that effect shall have been
given to the Noteholders by ot on behalf of the Issuer in accordance with Condition 13.

References herein, and in the Trust Deed, to principal and/or interest shall be deemed to include any
additional amounts which may become payable pursuant to the foregoing provisions or any undertakings
given in addition thereto or in substitution therefor pursuant to the Trust Deed.
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9.  Prescription

Notes and Coupons (which, for this purpose, shall not include Talons) will become void unless
presented for payment within a period of 10 years in the case of Notes and five years in the case of Coupons
from the Relevant Date (as defined in Condition 8) relating thereto.

10. Meetings of Noteholders, Modification, Waiver and Substitution

The Trust Deed contains provisions for convening meetings of Noteholders to consider any matter
affecting their interests including the modification by Extraordinary Resolution of these Terms and
Conditions or other provisions of the Trust Peed.

The quorum at any such meeting for passing an Extraordinary Resolution will be one or more
persons holding or representing a clear majority in principal amount of the Notes for the time being
outstanding, or at any adjourned such meeting one or more persons being or representing Noteholders
whatever the principal amount of the Notes so held or represented, except that at any meeting the business
of which includes the modification of certain of these Terms and Conditions (including, infer alia, the
provisions regarding subordination referred to in Conditions 2 and 3, the terms concerning currency and
due date for payment of principal or interest in respect of the Notes and principal amount of any Note) and
certain other provisions of the Trust Deed the quorum will be one or more persons holding or representing
not less than two-thirds, or at any adjourned such meeting not less than one-third, in principal amount of
the Notes for the time being outstanding.

An Extraordinary Resolution passed at any meeting of Noteholders will be binding on all
Noteholders, whether or not they are present at the meeting and on all Couponholders.

The Trustee may agree, without the consent of the Noteholders or Couponholders, to any
modification of, or to any waiver or authorisation of any breach or proposed breach of, any of these Terms
and Conditions or any provisions of the Trust Deed, or determine, without any such consent, that any
Event of Default or Potential Event of Default {as defined in the Trust Deed) should not be treated as such,
which, int the opinion of the Trustee, is not materially prejudicial to the interests of the Noteholders or to
any modification which is of a formal, minor or technical nature or to correct a manifest error.

No modification to these Terms and Conditions or any other provisions of the Trust Deed shall
become effective unless the prior consent thereto of the Financial Services Authority shall have been
obtained (so long as there is a requirement to obtain such consent).

Subject as provided in the Trust Deed, the Trustes, if it is satisfied that so to do would not be
materially prejudicial to the interests of the Noteholders or Couponholders, may agree with the Issuer,
without the consent of the Noteholders oy Couponholders, to the substitution on a subordinated basis
equivalent to that referred to in Conditions 2 and 3 of any person or persons incorporated in any country in
the world (other than the United States) (the “Substitute Obligor”) in place of the Issuer (or any previous
Substitute Obligor under this Condition) as a new principal debtor under the Trust Deed, the Notes and the
Coupons.

In connection with any proposed substitution as aforesaid and in connection with the exercise of its
functions, the Trustee shall have regard to the interests of the Noteholders as a class and the Trustee shall
not have regard to the consequences of such substitution for individual Noteholders or Couponholders
resulting from in particular their being for any purpose domiciled or resident in, or otherwise connected
with, or subject to the jurisdiction of, any particular territory.

In connection with any substitution or such exercise as aforesaid, no Noteholder or Couponholder
shall be entitled to claim, whether from the Issuer, the Substitute Obligor or the Trustee or any other
person, any indemnification or payment in respect of any tax consequence of any such substitution upon
any individual Noteholders or Couponholders except to the extent already provided in Condition 8 and/or
undertaking given in addition thereto or in substitution therefor pursuant to the Trust Deed.

Any such modification, waiver, authorisation, determination or substitution shall be binding on all
Noteholders and all Couponholders and, unless the Trustee agrees otherwise, any such modification or
substitution shall be notified to the Noteholders in accordance with Condition 13 as soon as practicable
thereafter.

11. Replacement of the Notes, Coupons and Talons

Should any Note, Coupon or Talon be lost, stolen, mutilated, defaced or destroyed it may be replaced
at the specified office of the Principal Paying Agent (or any other place of which notice shall have been
given in accordance with Condition 13} upon payment by the claimant of the expenses incurred in
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connection therewith and on such terms as to evidence and indemnity as the Issuer may reasonably require.
Mutilated or defaced Notes, Coupons or Talons must be surrendered before any replacement Notes,
Coupons or Talons will be issued.

12. Indemnification of the Trustee

The Trust Deed contains provisions for the indemnification of the Trustee and for its relief from
responsibility, including provisions relieving it from taking any action unless indemnified to its satisfaction.
The Trustee is entitled to enter into business transactions with the Issuer or any other Subsidiary without
accounting for any profit resulting therefrom.

13. Notices

All notices regarding the Notes will be valid if published in one leading London daily newspaper. Any
notice published in a newspaper as aforesaid shall be deemed to have been given on the date of such
publication or, if published more than once, on the date of the first such publication.

14. Further Issues

The Issuer shall be at liberty from time to time without the conseant of the Noteholders or the
Couponholders to create and issue further notes so as to be consolidated and form a single series with the
Notes upon such terms as the Issuer may, in its absolute discretion, at the time of the issue thereof
determine. Any such notes shall be constituted by a deed supplemental to the Trust Deed.

15. Governing Law

The Trust Deed, the Notes, the Coupons and the Talons are governed by, and shall be construed in
accordance with, English law.



TERMS AND CONDITIONS OF THE TRANCHE 2 NOTES

The terms and conditions of the Tranche 2 Notes will be identical to those described under “Terms
and Conditions of the Tranche 1 Notes™ above, with the following alternative or supplemental provisions,
references to the “Notes” in the terms and conditions of the Tranche 1 Notes being construed as references
to the Tranche 2 Notes:

(A) The reference in the introductory paragraph to “£325,000,000 Ten Year Step Up Perpetual
Callable Subordinated Notes™ shall be replaced by a reference to “£325,000,000 Fifteen Year
Step Up Perpetual Callable Subordinated Notes™.

(B) The reference in Condition 4(a) to the Notes bearing interest “from and including
28th September, 2000 to but excluding 28th September, 2010” shall be replaced by a
reference to '"from and including 28th September, 2000 to but excluding 28th September, 2015”,

(C) The definition of “Margin” in Condition 4(d)(i) shall be replaced by ““Margin™ means 3.40 per
cent. per annum;”,

(D) The definition of “Reset Date” in Condition 4(d)(i) shall be replaced by “*“‘Reset Date™ means
28th September, 2015 and every fifth successive 28th September thereafter; and”,

(E) The reference in Condition 5(b) to “the Interest Payment Date falling on 28th September, 2010”
shall be replaced by a reference to “the Interest Payment Date falling on 28th September, 2015™.
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TERMS AND CONDITIONS OF THE TRANCHE 3 NOTES

The terms and conditions of the Tranche 3 Notes will be identical to those described under “Terms
and Conditions of the Tranche 1 Notes” above, with the following alternative or supplemental provisions,
references to the “Notes” in the terms and conditions of the Tranche 1 Notes being construed as references
to the Tranche 3 Notes:

(A)

(B)
©
(D)
(E)

(F)

G)

The reference in the introductory paragraph to “£325,000,000 Ten Year Step Up Pcrpétual
Callable Subordinated Notes” shall be replaced by a reference to “£175,000,000 Twenty Year
Step Up Perpetual Callable Subordinated Notes™.

The references in Condition 1(h) to “£325,000,000” shall be replaced by references to
“£175,000,000”.

The reference in Condition 4(a) 10 the Notes bearing “interest at a rate of 7.50 per cent. per
annum’ shall be replaced by a reference to “interest at a rate of 7.375 per cent. per annum”™,

The reference in Condition 4(s) to the Notes bearing interest “from and including
28th September, 2000 to bui excluding 28th September, 2010” shall be replaced by a
reference to “from and including 28th September, 2000 o but excluding 28th September, 2020”,

The definition of “Margin” in Condition 4(d)(i) shall be replaced by ““Margin™ means 3.42 per
cent. per annum;”.

The definition of “Reset Date” in Condition 4(d)(i) shall be replaced by **‘Reset Date’’ means
28th September, 2020 and every fifth successive 28th September thereafter; and”.

The reference in Condition 5{(») to “the Interest Payment Date falling on 28th Septernber, 2010
shall be replaced by a reference to “the Interest Payment Date falling on 28th September, 2020,
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TERMS AND CONDITIONS OF THE TRANCHE 4 NOTES

The terms and conditions of the Tranche 4 Notes will be identical to those described under “Terms
and Conditions of the Tranche | Notes™ above, with the following alternative or supplemental provisions,
references to the “Notes™ in the terms and conditions of the Tranche | Notes being construed as references
to the Tranche 4 Notes:

(A)

(B)
(©

(D)

(E)

(F)
()

(H)

_The reference in the introductory paragraph to “£325,000,000 Ten Year Step Up Perpetual

Callable Subordinated Notes™ shall be replaced by a reference to “£175,000,000 Thirty Year
Step Up Perpetual Callable Subordinated Notes™.

The references in Condition 1(d) to “£325,000,000” shall be replaced by references to
“£175,000,0007,

The reference in Condition 4{(a) to the Notes bearing “interest at a rate of 7.50 per cent. per
annum” shall be replaced by a reference to “interest at a rate of 7,125 per cent. per annum”,

The reference in Condition 4(a) to the Notes bearing interest “from and including
28th September, 2000 to but excluding 28th September, 2010” shall be replaced by a
reference to “from and including 28th September, 2000 to but excluding 30th September, 20307,

The reference in Condition 4{a) to interest on the Notes being payable “in arrear on
28th September in each year (each an “Intcrest Payment Date”), the first Interest Payment Date
being 28th September, 2001 shall be replaced by a reference to “in arrear on 30th September in
each year (each an “Interest Payment Date”), the first Interest Payment Date being
30th September, 2001 in respect of the period from and including 28th September, 2000 to
but excluding 30th September, 2001, the amount of such first payment to be £71.65 per £1,000 in
principal amount of the Notes”.

The definition of “Margin” in Condition 4(d)(i) shall be replaced by ““Margin” means 3.50 per
cent. per annum;”.

The definition of “Reset Date” in Condition 4(d)(i) shall be replaced by ““Reset Date” means
30th September, 2030 and every fifth successive 30th September thereafter; and”.

The reference in Condition 5(b) to *‘the Interest Payment Date falling on 28th September, 2010”
shall be replaced by a reference to “‘the Interest Payment Date falling on 30th September, 2030™.
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TERMS AND CONDITIONS OF THE TRANCHE 5 NOTES

The terms and conditions of the Tranche 5 Notes will be identical to those described under “Terms
and Conditions of the Tranche 1 Notes™ above, with the following alternative or supplemental provisions,
references to the “Notes” in the terms and conditions of the Tranche 1 Notes being construed as references
to the Tranche 5 Notes:

(A)

(B)

(€)

(D}

The reference in the introductory paragraph to “€325,000,000 Ten Year Step-Up Perpetual-
Callable Subordinated Notes” shall be replaced by a reference to “euro 400,000,000 Fixed to
Floating Rate Perpetual Callable Subordinated Notes™.

The references in Conditions 1(a) and 1(e) to “denominations of £1,000, £10,000 and £100,000”
shall be replaced by references to **denominations of eure 1,000, euro 10,000 and euro 100,000™.

The references in Condition 1(5) to “£325,000,000” shall be replaced by references (o “euro
400,000,000,

Condition 4(a) shall be replaced by the following:
(a) Rate of Interest before 28th September, 2010

The Notes bear interest at the rate of 7.125 per cent. per annum from and including
28th September, 2000 to but excluding 28th September, 2010 and thereafter at the
applicable rate of interest calculated in accordance with paragraph (d) below. To but
excluding 28th September, 2010, interest on the Notes will be payable, subject as provided
below, in arrear on 28th September in each year, the first payment of interest to be made
on 28th September, 2001.

Before 28th September, 2010, if interest is required to be calculated for a period ending
other thun on 28th September in any year, it shall be calculated on the basis of the actual
number of days from and including the most recent 28th September to but exciuding the
relevant payment date divided by the actual number of days in the petiod from and
including the most recent 28th September to but excluding the next 28th September.

(E) Condition 4(d) shall be replaced by the following:

(d} Rate of interest after 28th September, 2010

]

From and including 28th September, 2010, the Notes bear interest in accordance with the
following provisions of this Condition 4(d).

Subject to Condition 4(¢), interest shall be payable on the Notes quarterly in arrear on
each Interest Payment Date (as defined below), in cach case as provided in this Condition
4(d), the first Interest Payment Date being 28th December, 2010.

Interest shall accrue on the Notes in respect of each Interest Period (as defined below) and
any other period in respect of which interest may fall to be calculated on the basis of the
actual number of days elapsed in the relevant period divided by 360 and, if necessary,
rounding the resultant figure to the nearest euro 0,01 (euro 0.005 being rounded upwards).

The rate of interest on the Notes in respect of each Interest Period (the “Rate of Interest”)
will be determined by the Agent Bank on the basis of the following provisions:

(i) On each Interest Determination Date (as defined below) the Agent Bank will
determine the offered rate (expressed as a rate per annum) for three-month euro
deposits as at 11.00 a.m, (Central European time) on such Interest Determination
Date, as displayed on the display designated as page “248” on the Bridge/Telerate
Monitor (or such other page or pages as may replace it for the purpose of displaying
such information). The Rate of Interest on the Notes for the Interest Period
immediately succeeding each Interest Determination Date shall be such offered rate
as so determined by the Agent Bank plus the Margin (as defined below).

(i} If such offered rate does not so appear, or if the relevant page is unavailable, the
Agent Bank will, on such date, request the principal Euro-zone (as defined below)
office of each Reference Bank (us defined below) to provide the Agent Bank with its
offered quotation to leading banks in the Euro-zone inter-bank market for three-
month euro deposits as at 11.00 a.m. {Central European time) on the lInterest
Determination Date in question. IC at least two of the Reference Banks provide the
Agent Bank with such offered quotations, the Rate of Interest on the Notes for the
interest Period immediately succeeding the relevant Interest Determination Date
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{e)

(f)

(g)

shail be the rate determined by the Agent Bank to be the arithmetic mean (rounded
upwards if necessary to the nearest one hundred thousandth of a percentage point)
of such offered quotations plus the Margin.

(i) If on any Interest Determination Date to which the provisions of sub-paragraph (ii)
above apply, one only or none of the Reference Banks provides the Agent Bank with
such a quotation, the Rate of Interest on the Notes for the Interest Period
immediately succeeding such Interest Determination Date shall be the rate which the
Agent Bank determines to be the aggregate of the Margin and the arithmetic mean
(rounded, if necessary, up to the nearest onc hundred thousandth of a percentage
point) of the euro lending rates which lfeading banks in the Euro-zone selected by the
Agent Bank are quoting, on the relevant Interest Determination Date, to leading
European banks for a period of three months, except that, if the banks so selecied by
the Agent Bank are not quoting as mentioned above, the Rate of Interest on the
Notes for such Interest Period shall be the Rate of Interest on the Notes in effect for
the last preceding Interest Period to which one of the preceding sub-paragraphs of
this Condition 4(d) shall have applied or, if no such Rate of Interest has been in
effect, the Rate of Interest on the Notes for such Interest Period shall be the rate
which the Agent Bank determines to be the aggregate of the Margin and such
arithmetic mean of such euro lending rates so quoted on the first TARGET Business
Day preceding the relevant Interest Determination Date on which such rates are so
guoted.

Determination of Rate of Interest and Calculation of Coupon Amounts

The Agent Bank will, as soon as practicable after 11.00 a.m. (Central European Time) on
gach Interest Determination Date, determine the Rate of Interest in respect of the relevant
Interest Period and calculate the amount of interest payable on presentation of a Coupon
appertaining to Notes of ¢ach denomination on the Interest Payment Date for such
Interest Period (the “Coupon Amounts™) by applying the Rate of Interest for such
Interest Period to the principal amount of a Note of the relevant denomination,
multiplying such sum by the actual number of days in the Interest Period concerned
divided by 360 and, if necessary, rounding the resultant figure to the nearest euro 0.01
{euro 0.005 being rounded upwards).

Publication of Rate of Interest and Coupon Amounts

The Issuer shall cause notice of each Rate of Interest applicable afier 28th September,
2010 and of the Coupon Amounis and the relevant Intercst Payment Date to be given to
the Trustee, the Paying Agents, any applicable listing authority and, in accordance with
Condition 13, the Noteholders as soon as practicable after their determination and
calculation but in any event not later than the fourth business day thereafter. As used in
this paragraph (f), “business day” means a day (nol being a Saturday or Sunday) on
which banks are open for business in London,

The Coupon Amounts and the Interest Payment Date so notified may subsequently be
amended (or appropriate alternative arrangements made by way of adjustment) without
notice in the event of any extension or shortening of the relevant Interest Period or in the
event of proven or manifest error.

Determination or Calewlation by Trustee

The Trustee shall, if the Agent Bank does not at any relevant time for any reason
determine the Rate of Interest on the Notes or calculate any Coupon Amount in
accordance with this Condition 4, determine the Rate of Interest in respect of the relevant
Interest Period or caleulate such Coupon Amount at such rate or in such amount as, in its
absolute discretion (having such regard as it shall think fit to the procedure deseribed in

~ this Condition 4), it shall deem fair and reasonable in all the circumstances, and such

determination and calculation shall be deemed to be a determination thereof by the Agent
Bank.
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(h) Agent Bank

(i)

(J)

So long as any Notes remain outstanding the Issuer will maintain an Agent Bank. The
name of the initial Agent Bank and its initial specified office is set out at the end of these
Terms and Conditions. '

The Issuer may, with the prior written approval of the Trustee, from time to time replace
the Agent Bank by another leading investment, merchant or commetcial bank in London.
If the Agent Bank is unable or unwilling to continue to act as the Agent Bank or (without
prejudice to paragraph (g)) fails duly to determine the Rate of Interest or calculate the
Coupon Amount on the Notes in respect of any Interest Period as provided in this
Condition 4, the Issuer shall forthwith appoint another leading investment, merchant or
commercial bank it London approved in writing by the Trustee to act as such in its place.
The Agent Bank may not resign its duties or be removed without a successor having been
appointed and approved as aforesaid.

Determinations Binding

All notifications, opinions, detcrminations, certificates, calculations, quotations and
decisions given, expressed, made or obtained for the purposes of this Condition 4 by the
Agent Bank or the Trustee shall (in the absence of wilful default, bad faith or manifest
error) be binding on the Issuer, the Agent Bank, the Trustee, the Paying Agents and all
Noteholders and Couponholders and (in the absence as aforesaid) no liability to the
Noteholders and Couponholders or the Issuer shall attach to the Agent Bank or the
Trustee in connection with the exercise or non-exercise by it of its powers, duties and
discretions.

Definitions
In these Conditions:

“Huro-zone” means the region comprised of member states of the Buropean Union that
adopt or have adopted the single currency in accordance with the Treaty;

“Interest Determination Date” means the second TARGET Business Day prior to the
first day of the first Intetest Period and thereafter the sccond TARGET Business Day
prior to the first day of each subsequent Interest Period;

“Interest Payment Date” means 28th March, 28th June, 28th September and
28th December in each year, commencing 28th December, 2010 or if any such day is
not a TARGET Business Day, the next following TARGET Business Day;

“Interest Period” means the period commencing on (and including) 28th September, 2010
and ending on (but excluding) the first Interest Payment Date and thereafter each
successive period commencing on (and including) an Interest Payment Date and ending on
(but excluding) the next following Interest Payment Date;

“Margin® means 2.30 per cent. pet annum;

“Reference Banks” means four major banks in Euro-zone inter-bank market as selected
by the Agent Bank;

“relevant date” means in respect of any payment on the Notes or Coupons, the date on
which such payment first becomes due and payable but, if the full amount of the moneys

- payable has not been received in London by the Principal Paying Agent or the Trustee on

at prior to such date, it means the date on which such moneys shali have been so received
and notice to that effect shall have been duly given to the Noteholders by the Issuer in
accordance with Condition 13;

“TARGET” means the Trans European Real Time Gross Settlement Express Transfer
(TARGET) System;

“TARGET Busitiess Day” means a day on which TARGET is operating; and

“Treaty” means the Trealy establishing the European Communities (signed in Rome on
25th March, 1957), as amended by the Treaty on European Union (signed in Maastricht
on 7th February, 1992) and as amended by the Treaty of Amsterdam (signed in
Amsterdam on 2nd October, 1997).
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(F)

(G)

(H)
ity

)

(K}

The reference in Condition 5(b) to “the Interest Payment Date falling on 28th September, 2010
or thereafter on every fifth anniversary of such Interest Payment Date” shall be replaced by a
reference to “28th September, 2010 or thereafter on any Interest Payment Date™.

The reference in the last paragraph of Condition 5(c) to “at any time” shall be replaced by a
reference to “at any time on or prior to 28th September, 2010 and thereafter on any Interest
Payment Dalte”.

The reference in Condition 6(a) to “an Interest Payment Date” shall be replaced by a reference
to “a due date for the payment of interest or, as the case may be, an Interest Payment Date”.

The references in Condition 6(a) to a “sterling cheque” and a “sterling account” shall be
replaced by a reference to an “euro cheque” and an “euro account” respectively.

Condition 6(e) shall be replaced by the following:

“{e) If the date for payment of any amount of principal or interest in respect of any Note ot
any later date on which any Note or Coupon is presented for payment is not at the
relevant place of presentation a business day, then the holder thereof shall not be entitled
to payment at that place of presentation of the amount payable until the next following
business day at that piace of presentation and shall not be entitled to any further interest
or other payment in respect of any such defay. In this Condition 6(e), “business day”
means in respect of any place of presentation any day on which banks are open for
presentation and payment of bearer debt securities and for dealing in foreign currencies in
such place of presentation and in the case of payment by transfer to a euro account as
referred to above, 2 TARGET Business Day.”

The reference in Condition 6(h) to “the nearest £0.01” shall be replaced by a reference to “the
nearest euro 0.01”,



USE OF PROCEEDS

The net proceeds of the issue of the Notes, expected to amount to approximately £1,221,425,390
{where applicable, converted from euro into sterling at the rate of € 1.63525 to £1.00), will be used to
strengthen the Group's capital base.
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SUMMARY OF PROVISIONS RELATING TO THE NOTES WHILE IN
GLOBAL FORM

Each Temporary Global Note and Permanent Global Note contains provisions which apply to the
Notes of the relevant Tranche while they are in global form, some of which modify the effect of the terms
and conditions of such Notes as set out in this document. The following is a summary of certain of those
provisions (references to the Notes, the Noteholders, the Global Notes, the Temporary Global Note, the
Permanent Global Note and the Terms and Conditions being to the Notes, the Noteholders, the Global
Notes, the Temporary Global Note, the Permanent Global Note and the Terms and Conditions,
respectively, of each Tranche):

1.  Exchange

Each of the Temporary Global Note and the Permanent Global Note is exchangeable as described
under the Terms and Conditions of the Tranche 1 Notes set out in this Offering Circular.

2.  Payments

No payment will be made on the Temporary Global Note unless exchange for an interest in the
Permanent Global Note is improperly withheld or refused. Payments of principal and interest in respect of
Notes represented by the Permanent Global Note will be made against presentation for endorsement and, if
no further payment falls to be made in respect of the Notes, surrender of the Permanent Global Note to or
to the order of the Principal Paying Agent or such other Paying Agent as shall have been notified to the
Noteholders for such purpose. A record of each payment so made will be endorsed in the appropriate
schedule to the Permanent Global Note, which endorsement will be prima facie evidence that such payment
has been made in respect of the Notes, Payments of interest on a Global Note will only be made upon
certification as to non-US beneficial ownership. '

3.  Notices

So long as the Notes are represented by one or both of the Global Notes and such Global Note(s) is/
are held on behalf of a clearing system, notices to Noteholders may be given by delivery of the relevant
notice to that clearing system for communication by it to entitled accountholders in substitution for
publication as required by the Conditions.

4, Prescription

Claims against the Issuer in respect of principal and interest on the Notes while the Notes are
represented by a Globat Note will become void unless it is presented for payment within a period of ten
years (in the case of principal) and five years (in the case of interest) from the Relevant Date (as defined in
Condition 8).

5. Purchase and Cancellation

Canceliation of any Note required by the Conditions to be cancelled following its purchase will be
effected by a reduction in the principal amount of the relevant Global Note.
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THE ABBEY NATIONAL GROUP

Abbey National ple was incorporated in England and Wales on 12th September, 1988 with registered
number 2294747 and is the successor company to which the Abbey National Building Society transferred
its business in July 1989. Abbey National is the parent company of the Group.

Intreduction

The Abbey Naiional Group was the fourth largest banking group in the United Kingdom in terms of
assets at 31st December, 1999 with total assets of £181 billion (1998: £163 billion), During 1999, the Group
made pre-tax profits of £1,783 million (1998: £1,520 million).

The Business of the Group

Abbey National and its subsidiaries comprise a major personal financial services gtoup in the United
Kingdom, providing a wide range of financial produets and services. The Group operates principally in the
following business segments:

UK. Retail Banking
U.K. Retail Banking is the largest business of the Group and the major areas of activity are:

Mortgage Lending

The Group provides an extensive mortgage service and, as at 31st December, 1999, had total U.K.
residential mortgage assets of £64.7 billion (1998: £62.3 billion) net of suspended interest and provisions.
During 1999, the Group’s market share of the increase in U.K. mortgages outstanding was an estimated
6.3 per cent, (1998: 5.9 per cent.). As at 315t December, 1999, the Group’s market share of the total U.K.
mortgage stock was an estimated 13.1 per cent. compared to 13.6 per cent. as at 31st December, 1998,

Savings

The Group provides a range of savings accounts to meet the varied requirements of its customets and,
at 31st December, 1999, U.K. retail savings of customers with the Group amounted to £49.7 billion (1998:
£49.3 billion). As at 31st December, 1999, the Group’s market share of the total UK. liquid savings stock
was an estimated 8.6 per cent. compared to 8.9 per cent. at 31st December, 1998.

Wholesale Banking

The activities of Wholesale Banking are conducted primarily through ANTS. The assets of Wholesale
Banking were £82 billion at 31st December, 1999 (1998: £70 billion). This includes assets of £19 billion at
31st December, 1999 in its specialist repo and stocklending subsidiary, Cater Atlen International Limited
(1998: £16 billion), Wholesale Banking raised total funds of approximately £13 billion in the international
capital markets during 1999 and arranged on behalf of the Group the issue of mortgage-backed notes in the
UK securitisation market in 1999 and perpetual securities via the internet in February, 2000. ANTS has a
representative office in Hong Kong and a branch in Paris.

Life Assurance Operations

The Group is active in each of the three principal areas of the UK. life assurance industry: life and ill-
health protection assurance, pensions and investments and savings. Scottish Mutual Assurance plc offers a
broad range of products through independent financial advisers, and diversified internationally during 1999
by entering markets in mainland Europe. Abbey National Life plc offers products through the Group’s
distribution network and during 1999 its entire product range was re<launched with even more customer-
focused features. Scottish Mutual Assurance ple’s new business premiums income arising from policies sold
in 1999 increased by 41 per cent. to £2,352 million (1998: £1,672 million). Abbey National Life plc’s new
business premiums from policies sold in 1999 totalled £1,194 million (1998: £851 million), a 40 per cent.
increase.

. Finance House

Finance House provides unsecured personal loans under the Abbey National and First National
brands. It also provides secured loans, motor finance and vehicle contract hire, leasing, factoring and
commercial mortgages. In 1999, First National Bank’s assets increased by 8 per cent. to £3.87 biltion (1998:
£3.57 billion).
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General Insurance

The range of general insurance products offered includes property, buildings and contents, payment
protection, private medical, motor and travel insurance.

For the year ended 31st December, 1999 new business volumes have increased by 9 per cent. with
motor new business volumes in particular growing strongly by 141 per cent. to 59,000 and creditor volumes
increasing 42 per cent.

Wealth Management

The Wealth Management Division comprises the offshore businesses of Abbey National and Cater
Allen, the onshore retail businesses of Cater Allen, the Abbey National Independent Consulting Group and
City Deal Services Limited. Wealth Management division targets these specialist businesses primarily at
high net worth individuals and expatriate clients.

Continental Europe

The Group has operations in France and Ialy, the main activity of which is the provision of
residential mortgage loans. These businesses have been refocused and are now concentrating on profitable
niche markets.

Interim Results for the six months to 30th June, 2000

Underlying profit before tax increased by 19 per cent. to £1,018 million (30th June, 1999: £852
million). This excludes significant investment of £96 million (30th June, 1999: £17 million) to transform the
Group and profits from material asset disposals (£60 million in 1999 relating to the disposal of the Group’s
equity stake in Irish Permanent).

Total profit before tax increased by 5 per cent. to £922 million (30th June, 1999: £875 million)
representing a strong performance given the substantial levels of investment, Total charges for bad debts
fell by 23 per cent. to £132 million (30th June, 1999: £171 million).

Total Group assets have increased by 7 per cent. since 3lst December, 1999 to £194 billion
(31st December, 1999: £181 billion). The equity tier one capital ratio was 7.3 per cent. (31st December,
1999: 7.1 per cent.).

UK. Retail Banking profit before tax has increased by 7 per cent. to £507 million on an underlying
basis (30th June, 1999: £472 million). This excludes £8 million costs invested in e-commerce and £20 million
redundancy costs relating to the removal of a layer of management in the branch network. In total profit
before tax increased by 2 per cent. to £479 million.

Wholesale Banking increased profit before tax by 30 per cent. to £263 million (30th Yune, 1999: £202
million) reflecting the excellent performance of the wholesale lending and asset financing businesses, which
include fast growing newer income streams such as acquisition finance and project finance.

Life Assurance increased profit before tax by 22 per cent. to £128 million (30th June, 1999; £105
million) with total new business premiums increasing by 24 per cent. to £2,010 million (30th June, 1999:
£1,619 million) with funds under management increasing by 22 per cent. since 30th June, 1999 to £19.1
billion.

Finance House underlying profit before tax increased by 20 per cent. to £90 million (30th June, 1999:
£75 million). This excludes costs of £21 million (30th Junre, 1999: £7 million) relating to a major programme
to integrate and transform acquired businesses. In total profit before tax was slightly higher at £69 million
(30th June, 1999; £68 million).

General Insurance profit before tax increased by 6 per cent. to £51 million (30th June, 1999: £48
million) resulting from a focus on operating cost containment and increased customer retention. This was
offset in part by narrower margins due to higher claim costs.

Wealth Management profit before tax increased by 32 per cent. to £25 million (30th June, 1999: £19
million) excluding the £16 million (30th June, 1999: £5 million) cost of new business development.

Continental Europe made a pre-tax loss of £1 million (30th June, 1999: £0.1 million loss).

Cahoot is a separately branded self contained virtual banking service launched on 12th June, 2000.
£31 million was invested in building the business in the first half of 2000.
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Recent Developments

On 6th September, 2000 Abbey National entered into an agreement with The Scotiish Provident
Institution (“Scottish Provident™) under which the business of Scottish Provident will be transferred to the
Group for £1.8 billion (subject to adjusiment), of which £1.6 billion will be payable by Abbey National to
compensate members for loss of membership rights and £0.2 billion will be paid into Scottish Provident’s
with profit fund.

Scottish Provident is a mutual insurance group, based in Edinburgh, whose main activity is the
provision of life producis in the United Kingdom. It also has significant international operations based in
the Isle of Man (distributing products internationally) and in the Republic of Ireland. Scottish Provident
will form part of the Group’s business to business banking division and increase the Group’s presence in
the life protection market.

The acquisition is subject to, amongst other things, approval by Scottish Provident’s members and by
certain regulatory authorities and the sanction of the Court. It is currently anticipated that completion of
the acquisition will take place in the summer of 2001.

Ratings
The Issuer’s outstanding long-term senior debt is rated Aa2 by Moody’s Investors Service, Inc.

(*Moody’s”) and AA by Standard & Poor’s Ratings Services (“S&P”) and Fitch Ratings Ltd (“Fitch™).
The Issuer expects that the Notes will be rated Aa3 by Moody’s, A+ by S&P and AA- by Fitch.

Directors of Abbey National
The following are the members of the Board of Directors of Abbey National:

Naine
The Lord Tugendhat

Position
Chairman

Other principal activities

Non-Executive Director, Eurotunuel plc
Chairman, Blue Circle Industries PLC
Non-Executive Director, Rio Tinto PLC

Non-Executive Director,
DTZ Holdings plc

Deputy Chairmen Charles Villiers, FCA

Keith Woodley, FCA

Chief Executive Ian Harley, FCA, FCIB Non-Executive Director, Rentokil Initial plc
Executive Directors Tim Ingram, MBA, FCIB
Gareth Jones, FCA, FCT Non-Executive Director, Somerfield plc
John King

Malcolm Millington
Mark Pain, FCA
Andrew Pople, MBA
lan Treacy, FCA

Non-Executive Directors

Leon Allen

Mair Barnes
Richard Hayden

Sir Terence Heiser, GCB

Peter Ogden

James Tuckey, FRICS

The Lord Shuttleworth, FRICS

Non-Executive Chairman
Braes Group Limited

Non-Executive Director, Scottish Power Plc

Executive Chairman,
GSC Partners Europe Limited

Non-Executive Director, J. Sainsbury plc
Director, Personal Investment Authority

Director, Computacenter plc
Chairman, Omnia Limited
Computasoft Limited

Non-Executive Director, The Rank
Foundation Limited

The business address of each of the above is Abbey House, Baker Street, London NW1 6XL.
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CAPITALISATION AND INDEBTEDNESS OF THE GROUP

The following table sets out the authorised and issued share capital of the Issuer and the Group

shareholders’ funds and indebtedness as at 31st December, 1999 and as at 31st August, 2000%®.

As at As at
31st December, 3ist August,
1999 000

{audited) (unaudited)

{in £ miilion)

ISSUER

Authorised share capital:

Sterling Ordinary shares of 10D €8CH ... e ess s enesesssaess e ssecs et e s e 175 175

Sterling Preference shares of £1 each. 1,000 1,000

USD Preference shares of $0.0L ..........ooorrvvmnsinicmemssseesiosnenns 6 7

Issued and fully paid corprising ordinary shares of 10p each .......... 142 142

{ssued and fully paid comprising sterling preference shares of £1 €ach ..o ceeese e, 325 i25

GROUP SHAREHOLDERS' FUNDS

Equity , _

Issued and fally paid share CapItal ..o s st srestesssseeess 142 142

Share premivf ......cccervinnerniannne 1,411 1,415

Reserves ......... 449 44910

PrOfY 110 1088 AOCOUNL. c..ccvvviessrressveeatosserstereesbense s sastimsams s sess s sserancssensseeesssosastrcs et eeerer s oo 3,626 4,017"

Nun-Equ]?

Tssued and fully paid preference SHare CAPItAL .....coi e e s sesees s seessesressstns e se e 325 325

Trust Prcferredv ccurities eligible as Tier | Capital”" — 638

Shate preminm®® ...l s m—— 125 125

Total ShArcholders® TUBES ..ot iieeee s e e seeeesreeeereressses e ssseeseseseeseet 1ot s s e eeeese s eemeeesenesn 6,078 7,161

GROUP INDEBTEDNESS®

Subordinated Bonds/Notes'?*!

DUE WIthin ONE YEAT ..........ococcoricrini e reecseees st tts st seas e saresetsn s st e et ons e e sttt 203 i89

Due after more than one year and less than five years.. 832 881

Due after five years.................., gy 3,406 3,634

Exchangeable capital securities® ... 200 200

4,641 4,904

Medlum-Term Note Progeamme'?

DS WEIIIL OIIE YEAT ......ror e et s s et sasass s b s seat s s eSS R AR bt b b 6,761 3,728

Due after more than one year and less than five years .. 2,148 3,619

Due after five Years. ... e 1,30 1,684

10,409 9,031

Other Loan Capital™

Floating/Variable Rate Bonds/Notes

DIHE WItHIN OMIE YEAL c....ov it irirreners e et cesns s b sass s asss s s b3 ebesbeene s seteaesese st e enmrs e et e reseaseeanannse 2,368 2,245

Due after more than one year and less than five years .. 2,052 1,327

Due after five YERES. oo iiircr et reereemse e ceseesreaeesseeerean . - 40 362

4,460 3,934

Fixed Rate Bonds/Notes™

DI WIHIN ON@ VBT ...t ces sttt saibsesienaas st s s b3t st s et st e et 1,774 1,986

Due after more than one year and less than five years.. 8,969 10,013

IIUE BIEOE FIVE YRATE oo s a1 et ettt s s s eoenee e e Cr v et ne s e sttt et e 1,743 1,459

12,486 13,458

TOtaE TOAEBLdNESs"™ ............coooocomeveis e cenesirassssssans s ssssssvss s st s as b bt 31,996 31,327

Total Capitalisation and TnAeBtedness'™ ..o oot ieesessceseee e seseee st e etoeeeeeeeseeeeoeeeeos oot 18,074 38,438

Motes:

(1) As at 3hh Sune, 2000,

(2} The preference share Bremium and subordinated botidsinotes are stated after the deduction of issue costs of £8 million aud £32 mitllan respectively and the trust preferred
securities are tiated uler the deduction of isyue coats of EF million.

t33 Al of the bonds and nates dre unsecured indebiedness youranteed by Ahbey Natlonal, aparl from £3,571 million at 3st Trecember, 1999 and £4,256 miilon at 31st August,
2000 which is unsecured indebtedness of Abbey Natlonal which is not guaranteed by any entity oulside the Group,

(4)  Liubilities in foreigr curcencics are translated fnto Pounds Sterling ul market exchange rates prevailing at 318t Deveriber, 1999 and 315t Augus, 2000 ag uppropriate.

5 200 milllon 10%, per cent. Exchungeable Capital Secucities, exchangeable into 200 million 10% per ceat. Non-Cumulative Sterling Preference Shares of £ each of Abbey
Nationul on any Bxchange Pare at the option of Abbey National.

6}  Holmes Funding No. | PLC, Holmes Funding No. 2 PEC aud ILSE NO. 1 PLC are quast subsidiaries of the Group. pursuant to FRSS, Repurting the Sabstaace of
Transactions, and have issued £3,965 mitlion of notes. This smount has not been inclded bn the indebtedaess of the Group on the basis that the Group is under no obligation
to support any loss that may be incurred by the companies,

N The total capltakisation and indebted of the Group has decreased by £1,387 million between 31st August, 2000 and 26th Septernber, 2000 81 a resull of issues and
repayments of lono capital nmounting 1o £226 mitlion am) £1,.940 milifon, res tively, and a £327 million increase due (© fuwiﬁl exchan_’;e movemenls and wlll inerease by
appgoximamljy £325 milfion as a result of the issue of the Tranche 1 Notes, £325 million as a result of the jaue of the Tranche 2 otes. £375 million as a result of the issue of
the Tranche 3 Notes, £175 million as a result of the issue of the Tranche 4 Motes and £245 million us 4 result of the issue of the Tranche 5 Notes.

8 Asai 26sh September, 2000, no underinking within the Group either individually or eolloctively, had any contingent Habilliles or guarantees owlside of the Group, which were
malerial in the contest of the [ssuer.

19y Save for the information disclased above, there has been no material change in the authorised wnd issued share eapital of the lssuer and no materiaf chonge in the

indebleduess of the Tssuer or the Group since 3Jst August, 200.
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UNITED KINGDOM TAXATION

The comments below are of a general nature based on the Issuer’s understanding of current United
Kingdom law and practice. They relate only to the position of persons who are the absolute beneficial
owners of their Notes and Coupons and may not apply fo certain classes of taxpayer (such as dealers). They
deal only with the question of whether payments of interest on the Notes may be made without withholding
ot deduction for or on account of United Kingdom income tax and do not deal with other United
Kingdom tax consequences that might arise from holding Notes.

United Kingdom withholding tax (including withholding or deduction for tax by issuers, paying and
collecting agents) will be abolished in relation to interest payments on the Notes made on or after 1st April,
2001 provided that, so far as concerns deduction by the Issuer or its paying agents, the Notes are listed on a
recognised stock exchange, as defined in Section 841 of the Income and Corporation Taxes Act 1988 (the
“Act™). Therefore, the rules described in paragraphs | and 2 below will not apply to payments of interest
made on or after that date. Instead the Inland Revenue will be able to obtain information about persons to
whom or, in certain circumstances, for whose benefit, interest is paid.

1. The Notes will constitute “quoted Eurobonds™ within the meaning of section 124 of the Act while
the Notes remain in bearer form and continue to be listed on a “recognised stock exchange” within the
meaning of section 841 of the Act (the London Stock Exchange is recognised for these purposes).
Accordingly, payments of interest on the Notes may be made without withholding or deduction for or on
account of United Kingdom income tax:

(i) where payment is made by or through an overseas paying agent; or

(i) if payment is made by or through a paying agent at its specified office located in the United
Kingdom, where the Notes are held in a “recognised clearing system” within the meaning of
Section 841A of the Act (Euroclear and Clearstream, Luxembourg are recognised for these
purposes) or where the person who is the beneficial owner of the Notes and the related Coupons
is not resident in the United Kingdom, and in each case the person by or through whom the
payment is macle receives a declaration in the form required by law that one of those conditions
is satisfied.

In all other cases tax would, subject to any relief available under any applicable double taxation
convention, have to be withheld at the lower rate of income tax (currently 20 per cent.).

2. So long as the Notes remain in bearer form and are listed on a recognised stock exchange, any
person in the United Kingdom who, in the course of a trade or profession:

{a) acts as a custodian of the Notes and receives interest or has it paid at its direction or with its
consent to another person; or

(b) collects or secures (or arranges to collect or secure) payment of or receives interest on the Notes
for another person (other than merely by clearing, or arranging to clear, a cheque),

may be required to account for (and therefore may withhoid) United Kingdom income tax at the lower rate
(currently 20 per cent.) from such interest unless certain exceptions apply, such exceptions including that:

(i) the Notes are held in a recognised clearing system (as described above} and the collecting agent
pays or accounts for the interest directly or indirectly to the recognised clearing system; or

(i) the Notes are held in a recognised clearing system and the coliecting agent is acting as
depositary for the recopnised clearing system; or

(i) the person beneficially entitled to the interest is not resident in the United Kingdom and
beneficially owns the Notes,

and in cases (i) and (iii) a declaration has been made in the form required by law that one of those
conditions is satisfied and the Inland Revenue has not issued an appropriate direction to the effect that the
exception does not apply.

There are also other exemptions for certain types of Notcholder in certain circumstances (e.g. pension
funds, charities, non-resident trusts, local authorities, health service bodies, etc.).

3. In June 2000, the European Council agreed to amend earlier proposals published in May 1998
regarding the taxation of savings income. The Council no longer intends to require member states to
implement a withholding tax regime in relation to payments of interest subject to the entitlement of certain
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member states (but not the United Kingdom) to impose withholding for a transitional period. Instead the
Council intends, provided that a number of important conditions are met, to require member states to
introduce a system to exchange information regarding interest and similar income.

Prospective Noteholders who are in any doubt as to their tax position or who may be subject to tax in a
jurisdiction other than the United Kingdom should seek independent advice.
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SUBSCRIPTION AND SALE

Lebman Brothers International (Europe) and UBS AG, acting through its business group UBS
Warburg (the “Lead Managers™) have, pursuant to Subscription Agreements dated 26th September, 2000
{each a “Subscription Agreement”), agreed with the Issuer to subscribe and pay for the Notes at 98.83 per
cent. of their principal amount in respect of the Tranche I Notes, 98,446 per cent, of their principal amount
in respect of the Tranche 2 Notes, 99.277 per cent. of their principal amount in respect of the Tranche 3
Notes, 97.712 per cent. of their principal amount in respect of the Tranche 4 Notes and 99.495 per cent. of
their principal amount in respect of the Tranche 5 Notes, less inn each case a selling commission of 0.425 per
cent. of the principal amount of the Notes. The Issuer will pay to the Lead Managers a combined
management and underwriting commission of 0.2 per cent. of the principal amount of the Notes. The Issuer
has also agreed to reimburse the Lead Managers in connection with certain expenses of the issue. The Lead
Managers are entitled to terminate the Subscription Agreements in certain circumstances prior to payment
to the Issuer. If one of the Subscription Agreements is terminated in such citcumstances, ali of the
Subscription Agreements will so terminate.

The Notes have not been and will not be registered under the U.S. Securities Act of 1933, as amended
(the “Securities Act”) and may not be offered, sold or delivered within the United States or to, or for the
account or benefit of, U.8. persons except in certain transactions exempt from the registration requirements
of the Securities Act. Terms used in this paragraph have the meanings given to them by Regulation S under
the Securities Act.

The Notes are subject to 1S, tax law requirements and may not be offered, sold or delivered within
the United States or its possessions or to a United States person, except in certain transactions permitted by
U.S. tax regulations, Terms used in this paragraph have the meanings given to them by the U.S. Internal
Revenue Code and regulations thereunder,

Each Lead Manager has agreed that, except as permitted by the relevant Subscription Agreement,
they wiil not offer, sell or deliver the Notes, (i) as part of their distribution at any time, or (ii) otherwise
until 40 days after the later of the commencement of the offering and the issue date, within the United
States or 1o, or for the account or benefit of, U.S. persons, and it will have sent to each dealer to which it
sells Notes during the distribution compliance period a confirmation or other notice setting forth the
restrictions on offers and sales of the Notes within the United States or 1o, or for the account or benefit of,
U.5. persons.

In addition, until 40 days after the commencement of the offering, an offer or sale of the Notes within
the United States by any dealer (that is not participating in the offer) may violate the registration
requirements of the Securities Act.

Each Lead Manager has represented and agreed that:

(i) it has not offered or sold and will not offer or sell any Notes to persons in the United Kingdom
prior to admission of the Notes to listing in accordance with Part IV of the Financial Setvices
Act 1986, as amended (the “FSA”) except to persons whose ordinary activities involve them in
acquiring, holding, managing or disposing of investments (as principal or agent) for the
purposes of their businesses or otherwise in circumstances which have not resulted and will not
result in an offer to the public in the United Kingdom within the meaning of the Public Offers of
Securities Regulations 1995, as amended or the FSA;

(i) it has complied and will comply with all applicable provisions of the FSA with respect to
anything done by it in relation to the Notes in, from or otherwise involving the United
Kingdom; and

(i) it has only issued or passed on and will only issue or pass on in the United Kingdom any
document received by it in connection with the issue of the Notes, other than any document
which consists of or any part of listing particulars, supplementaty listing particulars or any
other document required or permitted to be published by listing rules under Part IV of the FSA,
to a person who is of a kind described in Article 11(3) of the Financial Services Act 1986
(Investment Advertisements) (Exemptions) Order 1996, as amended, or is a person to whom the
document may otherwise lawfully be issued or passed on.
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Save for obtaining the approval of this Offering Circular as listing particulars by the UK Listing
Authority and delivery of copies of this Offering Circular to the Registrar of Companies in England and
Wales, no action has been taken by the Issuer or either Lead Manager which would permit a public offering
of the Notes or distribution of this Offering Circular in any jurisdiction where action for that purpose is
required. Accordingly, the Notes may not be offered or sold, directly or indirectly, and neither this Offering
Circular nor any advertisement or other offering material may be distributed or published in any
jurisdiction, except under circumstances that will resuit in compliance with any applicable laws and
regulations and each Lead Manager has represented that all offers and sales by it will be made on such
terms,
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GENERAL INFORMATION

The Issuer was incorporated in England and Wales on 12 September, 1988 with registered number
2294747,

The listing of each Tranche of the Notes on the Official List will be expressed as a percentage of their
principal amount. It is expected that listing of the Notes on the Official List and admission to trading
by the London Stock Exchange will be granted on or around 27th September, 2000 subject only to the
issue of the Temporary Global Note in respect of the relevant Tranche. Prior to official listing and
admission to trading, however, dealings will be permitted by the London Stock Exchange in
accordance with its rules. Transactions will normally be effected for settlement in Sterling or (in the
case of the Tranche 5 Notes) in euro and for delivery on the third working day after the date of the
transaction.

Save as disclosed herein, there has been no significant change in the financial or trading position of
the Issuer or the Group since 30th June, 2000 and there has been no material adverse change in the
financial position or prospects of the Issuer or the Group since 31st December, 1999.

Neither the Issuer nor the Group is or has been involved in any legal or arbitration procecdings
(including any such proceedings which are pending or threatened of which the Issuer is aware) which
may have, or have had during the previous twelve months, a significant effect upon the financial
position of the Issuer or the Group.

in 1996, the directors of the Issuer reccived a demand against its subsidiary, Abbey National Treasury
Services plc (“ANTS”), from an overseas tax authority in an amount of approximalely £100 million
relating to the repayments of certain tax credits received and related charges. ANTS has been advised
that it has strong grounds to challenge the validity of the demand. As at 31st December 1999,
additional intetest in relation to the demand could amount to approximately £13 million (1998: £10
million).

The consolidated accounts of the Issuer for the year ended 31st December, 1997 were audited by
Coopers & Lybrand, Chartered Accountants, in accordance with auditing standards and have been
reported on without qualification. The address of Coopers & Lybrand is Southwark Towers, 32
London Bridge, London SEI 95Y. The consolidated accounts of the Issuer for the year ended 31st
December, 1998 were audited by PricewaterhouseCoopers, Chartered Accountants, in accordance
with auditing standards and have been reported on without qualification. The address of
PricewaterhouseCoopers is Southwark Towers, 32 London Bridge, London SEl 9SY. The
consolidated accounts of the Issuer for the year ended 31st December, 1999 were audited by
Deloitte & Touche, Chartered Accountants, in accordance with auditing standards and have been
reported on without qualification. The address of Deloitte & Touche is Stonecutter Court,
I Stonecutter Street, London EC4A 4TR.

The issue of the Notes was authorised pursuant to a resolution of the Board of Directors of the Issuer
passed on 15th December, 1998 and by an approval and authorisation made on 21st September, 2000.

The Notes have been accepted for clearance through Euroclear and Clearstream, Luxembourg. The
ISINs and Common Cedes for the Notes are as follows:

ISIN Common Code
Tranche I XS0117972702 PERP NC 10 11797270
Tranche 2 X8S0117972967 PERP NC 15 11797296
Tranche 3 XS0117973262 PERP NC 20 11797326
Tranche 4 X80117973429 PERP NC 30 11797342
Tranche 5§ X80117974740 - EURO TRANCHE 11797474

Copies of the following documents may be inspected at the offices of Slaughter and May, 35
Basinghall Street, London EC2V 5DB, during usual business hours, on any weekday (Saturdays,
Sundays and public holidays excepted) for 14 days from the date of this Offering Circular:

(i) the Memorandum and Articles of Association of the Issuer;

(i) the Annual Report and Accounts of the Issuer (consolidated Group accounts) for the years
ended 31st December, 1998 and 31st December, 1999;

(iif) the interim consolidated financial statements of the Issuer for the six months ended 30th June,
2000;

(iv) the Subscription Agreements; and
(v) the Trust Deeds and the Paying Agency Agreement relating to each Tranche.
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