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BASE PROSPECTUS

CENTRICA plc

(incorporated in England and Weales with limited liability under registered number 3033654)

U.S.$10,000,000,000 L
Euro Medium Term Note Programme |

. Under this U.S.$10,000,000,000 Euro Medium Term Note Programme (the Programme), Cenirica ple (the lssuer) may
from time to time issue notes (the Notes} denominated in any currency agreed between the Issuer and the relavant Dealer (zs
defined below).

Notes may ba issued in bearer or registered form (respectively Bearer Notes and Reglstered Notes), The maximum
aggregate nominal amount of all Notes from time fo time outstanding under the Programme will not exceed U.5.$10,000,000,000
(or its equivalent in other currencies caloulated as described In the Programme Agreemant described herein), subject to increase as
described harein,

The Notes may be issued on a continuing basis o ore or more of the Dealers specified under “Cverview of the

. Programme” and any additicnal Dealer appointed under the Programme from time tc tima by the lssuer (each & Dealer and
together the Dealers), which appointment may be for a specific issue or on an ongoing basis. References in this Base Prospecius
to the relevant Dealer shail, In the case of an issue of Notos being (or intended to be)} subscribed by more than one Dealer, be to
all Dealers agreeing to purchase such Notes.

An Investment in Notes Issued under the Programme involves certaln risks. For a discussion of these risks sae
“Risk Factors”.

Application has been made te the Financial Conduct Authority in its capacity as competent authority under the Financial
Services and Markets Act 200C, as amended (the FSMA), (the UK Listing Authority) for Notes issued under the Pragramme
durfng tha perfod of 12 months from the date of this Base Prospectus to be admitted to the officlal fist of the UK Listing Authority
(the Official Llst) and to the Londen Stock Exchange ple (the London Stock Exchange} for such Notes to be admitted to trading
on the London Stock Exchange's regulated market,

References in this Base Prospecius to Notes being listed (and all related referances) shall mean that such Notes have
been admitted to {rading on the Londen Stock Exchange's regulated market and have been admitted to the Official List. The
London Stock Exchange's regulated market is a regulated market for the purposes of the Markets in Financial Instruments Directive
(Directive 2004/39/EC).

Notice of the aggregate nominal amount of Netes, Interest (if any) payable in respest of Notes, the issue price of Notes
and certain ather information which is applicable to each Tranche (as defined under “Terms and Condiflons of the Notes") of Notes
will be set out In a finat terms document (the Final Terms) which, with respect to Notes to be listed on the Londen Steck Exchange,
will be delivered to the UK Listing Authority and the Lendon Stock Exchange. Coples of Final Terms in relation to Notes to be listed
on the London Stock Exchange will also bs published on the website of the Lendon Stock Exchange through a regulatory
information service.

The lssuer has been assigned a long-term debt credit rating of Baa1 (stable autlook) and a short-term debt credit rating
of P-2 (stable outlook) by Moody’s Investors Service Ltd (Moody’s) and a long term debt credit rating of BBB+ (stable outlook) and
a shart term debt credit rating of A-2 {negative outlook) by Standard & Poor's Credit Market Services Europe Limited (Standard &
Poor's). The Programme has been rated Baal (long-term) and P-2 {short-term) by Moody’s and BBB+ (long-term) and A-2 (shart-
term) by Standard & Poor's. Each of Moody's and Standard & Poor's Is established in the Eurcpean Union and is registered under
Regulation (EC) No. 1080/200¢ (as amended) (the CRA Regulation}. Notes issued under the Programme may be rated by either
of the rating agencles referred to above or unrated. Where a Tranche of Notes is rated, such rating will not necessarily be the same
as the rating assigned to the Programme by the relevant rating agency. A security rating is not a recommendation to buy, sel! or
hold securities and may be subject to suspension, change or withdrawal at any time by the assigning rating agency.

Arranger

The Royal Bank of Scotland
Dealers
Barclays ‘ BNP PARIBAS
BofA Merrill Lynch Citigroup
Deutsche Bank ~ HSBC
J.P. Morgan Cazenove MUFG
RBC Capital Markets The Royal Bank of Scotland

The date of this Base Prospectus is 25 September 2015.




IMPORTANT INFORMATION

This Base Prospectus comprises a base prospectus for the purposes of Article 5.4 of
Directive 2003/71/EC as amended {the Prospectus Directive). :

The Issuer accepts responsibility for the information contained in this Base Prospectus and
the Final Terms for each Tranche of Notes issued under the Programme. To the best of the knowledge
and belief of the Issuer (having taken all reasonable care to ensure that such is the case) the
information contained in this Base Prospectus is In accordance with the facts and does not omit
anything likely to affect the import of such information.

This Base Prospectus Is to be read in conjunction with all documents which are deemed to
be incorporated hereln by reference (see “Documents Incorporated by Reference”). This Base
Prospectus shall be read and construed on the basis that such documents are Incorporated in and
form part of this Base Prospectus. i

The Trustee and the Dealers make no representation, warranty or undertaking, express or
implied, and no responsibility or liability is accepted by the Trustee or the Dealers as to the accuracy
or completeness of the information contained or incorporated in this Base Prospectus or any other
information provided by the Issuer in connection with the Programme. Neither the Trustee nor any
Dealer accepts any liability in relation to the information contained or incorporated by reference in
this Base Prospectus or any other information provided by the Issuer in connection with the
Programme. :

No person is or has been authorised by the Issuer to give any information or to make any
representation not contained In or not consistent with this Base Prospectus or any other information
supplied in connection with the Programme or the Notes and, if given or made, such information or
representation must not be relied upon as having been authorised by the Issuer, the Trustee or any of
the Dealers.

Neither this Base Prospectus nor any other information supplied in connection with the
Programme or any Notes (i) is intended to provide the basis of any credit or other evaluation of the
Issuer and/or the Notes, or (ii) should be considered as a recommendation by the Issuer, the Trustee
or any of the Dealers that any recipient of this Base Prospectus or any ofher information supplied in
connection with the Programme or any Notes should purchase any Notes. Each investor
contemplating purchasing any Notes should make its own independent investigation of the financial
condition and affairs, and its own appraisal of the creditworthiness, of the Issuer. Neither this Base
Prospectus nor any other Information supplied in conngction with the Programme or the issue of any
Notes constitutes an offer or invitation by or on behalf of the Issuer, the Trustee or any of the Dealers
to any person to subscribe for or to purchase any Notes.

Neither the delivery of this Base Prospectus nor the offering, sale or delivery of any Notes
shall in any circumstances imply that the information contained heérein concerning the Issuer Is
correct at any time subsequent to the date hereof or that any other information supplied in connection
with the Programme is correct as of any fime subsequent to the date indicated in the document
containing the same. The Trustee and the Dealers expressly do not undertake to review the financial
condition or affairs of the Issuer during the life of the Programme or to advise any investor in the
Notes of any information coming to their attention.




IMPORTANT INFORMATION RELATING TO THE USE OF THIS BASE PROSPECTUS AND
OFFERS OF NOTES GENERALLY '

This Base Prospectus does not constitute an offer to sell or the solicitation of an offer to buy
any Notes'in any jurisdiction to any person to whom it is unlawful to make the offer or solicitation in
such jurisdiction. The distribution of this Base Prospectus and the offer or sale of Notes may be
restricted by law in certain jurisdictions. The Issuer, the Trustee and the Dealers do not represent that
this Base Prospectus may be lawfully distributed, or that any Notes may be lawfully offered, In
compllance with any applicable registration or other requirements in any such jurisdiction,. or
pursuant to an exemption available thereunder, or assume any responsibility for facilitating any such
distribution or offering. In particular, no action has been taken by the Issuer, the Trustee or the
Dealers which is Intended to permit a public offering of any Notes or distribution of this document in
any Jurisdiction where action for that purpose Is required. Accordingly, no Notes may be offerad or
sold, directly or indirectly, and neither this Base Prospectus nor any advertisement or other offering
material may be distributed or published in any jurisdiction, except under circumstances that will
result in compllance with any applicable laws and regulations. Pefsons into whose possession this
Base Prospectus or any Notes may come must inform themselves about, and observe, any such
restrictions on the distribution of this Base Prospectus and the offering and sale of Notes. In
particular, there are restrictions on the distribution of this Base Prospectus and the offer or sale of
Notes in the United States and the European Economic Area (including the United Kingdom), see
"Subscription and Sale” below.

The minimum denomination of the Notes shall be €100,000 (or its equivalent in any other
currency as at the date of issue of the Notes).

The Notes may not be a suitable investment for all investors. Each potential investor in the .
Notes must determine the suitability of that investment in light of its own circumstances. in particular,
each potential investor may wish to consider, either on its own or with the help of its financial and
other professional advisers, whether it:

() has sufficient knowledge and experience to make a meaningful evaluation of the Notes, the
merits and risks of investing In the Notes and the information contained or incorporated by
reference in this Base Prospectus or any applicable supplement;

(i) has access {o, and knowledge of, appropriate analytical tools to evaluate, in the context of its
particular financial situation, an investment in the Notes and the impact the Notes will have on
its overall investment portfolio;

(liy has sufficient financial resources and liquidity to bear all of the risks of an investment in the
Notes, including Notes where the currency for principal or interest payments is different from
- the potential investor’s currency;

(iv) understands thoroughly the terms of the Notes and is familiar with the behaviour of financial
markets; and

(v} is able to evaluate possible scenarios for economic, interest rate and other factors that may
affect its investment and its ability to bear the applicable risks.

Legal Investment considerations may resirict certain investments. The investment activities
of certain investors are subject to legal investment laws and regulations, or review or regulation by
certain authorities. Each potential investor should consult its legal advisers to determine whether and
to what extent (1) Notes are legal investments for it, (2} Notes can be used as collateral for various
types of borrowing and (3) other restrictions apply to its purchase or pledge of any Notes. Financial
institutions should consult their legal advisers or the appropriate regulators to determine the

_ appropriate treatment of Notes under any applicable risk-based capital or similar rules.

The Notes have not been and will not be registered under the United States Securities Act of
1933, as amended, {the Securities Act) and are subject to U.S. tax law requirements. Subject to certain
exceptions, Notes may not be offered, soid or delivered within the United States or to, or for the
account or benefit of, U.S. persons (see “Subscription and Sale” below).




- PRESENTATION OF INFORMATION
In this Base Prospectus, all references to:
U.S. dollars, U.S.3$ and 3 refer to United States dollars;
C$ refer to Canadian dollars;

Sterfling and £ refer to pounds sterling; and

euro and € refer to the currency introduced at the start of the third stage of European
economic and monetary union pursuant to the Treaty on the Functioning of the European

Union, as amended. :
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STABILISATION

in connection with the issue of any Tranche of Notes, one or more relevant Dealers (the
Stabilising Manager(s})) (or persons acting on hehalf of any Stabilising Manager(s})} may over-aliot
Notes or effect transactions with a view to supporting the market price of the Notes at a level higher
than that which might otherwise prevail. However, there is no assurance that the Stabilising
Manager(s} (or persons acting on behalf of a Stabilising Manager) will undertake stabilisation action.
Any stabilisation action may begin on or after the date on which adequate public disclosure of the
terms of the offer of the relevant Tranche of Notes is made and, if begun, may be ended at any {ime,
but it must end no later than the earller of 30 days after the issue date of the relevant Tranche of
Notes and 60 days after the date of the allotment of the relevant Tranche of Notes. Any stabilisation
action or over-allotment must be conducted by the relevant Stabilising Manager(s) {or persons actmg
on behalf of any Stabilising Manager(s})) in accordance with all applicable laws and rules.




OVERVIEW OF THE PROGRAMME

The following overview does nof purport to be complete and is taken from, and is qualified in
its entirety by, the remainder of this Base Prospectus and, in relation to the terms and conditions of
any particular Tranche of Notes, the applicable Final Terms. The Issuer and any relevant Dealer may
agree that Notes shall be issued in a form other than that contemplated in the Terms and Conditions,
in which event, in the case of listed Notes only, a new prospectus will be made available which will
describe the effect of the agreement reached in refation to such Notes.

This Overview constitutes a general description of the Programme for the purposes of Article 22.5(3)
of Commission Regulation (EC) No 808/2004 implementing the Prospectus Directive,

Words and expressions defined in "Form of the Notes” and “Terms ana’ Conditions of the Notes
below shall have the same meanings in this Overview.

" Issuer: Centrica plc
Description; ~ Euro Medium Term Note Programrme
Arranger: The Royal Bank of Scotland plc
Dealers: Barclays Bank PLC
BNP Paribas

Citigroup Globa! Markets Limited
Deutsche Bank AG, Londan Branch
HSBC Bank ple

J.P. Morgan Securities plc

Merrill Lynch International

Mitsubishi UFJ Securities Internationa! plc
RBC Europe Limited

The Royal Bank of Scotland plc

and any other Dealers appointed in accordance with the Programime Agreemant,

Risk Factors: . There are certain factors that may affect the Issuers ability to fulfil its obligations
under Notes issued under the Programme. These are set out under “Risk
Factors™. In addition, there are certain factors which are materlal for the purpose
of assessing the market risks associated -with Notes Issued under the
Programme. These are set out under “Risk Factors” and Include cerfain risks
relating to the structure of particular Series of Notes and certain market risks.

Certain Restrictions: Each issue of Notes denominated in a currency in respect of which particular
laws, guidslines, regulations, restrictions or reporting requirements apply will only
be issued in circumstances which comply with such iaws, guidelines, regulations,
restrictions or reporting requirements from time to time (see “Subscription and
Sale™ balow) including the following restrictions applicabie at the date of this Base
Prospectus.

Notes having a maturity of less than one year

Notes having a maturity of less than one year will, if the proceeds of the issue are
accepted in the United Kingdom, constitute deposits for the purposes of the
prohibition on accepting deposits contained in section 19 of the Financial
Services and Markets Act 2000 {(FSMA) unless they are issued to a limited class
of professional investors and have a denomination of at least £100,000 or its
equivalent, see "Subscription and Sale” below.

Trustee: The Law Debenture Trust Carporation p.l.c.
- Principal Paying Agent: HSBC Bank plc I

Registrar: Such persen as shall be appointed as regiwstrar' by the Issuer prior to the issue of
Registered Notes or Exchangeable Bearer Notes (as defined below) of any
Series in accordance with the Agency Agreement




Programme Size;

Distribution:
Currencies:

Maturities:

Issue Price:

Form of Notes:

Initial Delivery of
Notes:

Fixed Rate Notes:

Up to U.8.810,000,000,000 (or its equivalent in other currencies calculated as
described in the Programme Agreement) outstanding at any time. The Issuer
may increase the amount of the Programme in accordance with the terms of the
Programme Agreement,

Notes may be distributed by way of private or public placement and in each case
on a syndicated or non-syndicated basis.

Subject to any appllcable legal or regulatory restrictions, any currency agreed
betwegen the lssuer and the relevant Dealer.

The Notes will have such m"aturities as may be agreed betwsen the Issuer and
the relevant Dealer, subject to such minimum or maximum maturities as may be
allowed or required from time to time by the relevant central bank {or equivalent
body) or any laws or reguiations applicable fo the Issuer or the relevant Specified
Currency {as indicated in the Final Terms).

Notes may be issued on a fully-paid basis and at an issue price which is at par or
at a discount to, or premium ovar, par.

The Notes will be issued in bearer or registered form as described in the
applicable Final Terms. Notes may be issued in bearer form oniy (Bearer Notes),
in bearer form exchangeable for Registered Notes (Exchangeable Bearer
Notes) or in registered form only (Registered Notes).

Each Tranche of Bearer Notes and Exchangeable Bearer Notes will be
represented on issue by -a Temporary Global Note (as defined below) If
(i) definitive Notes are to be made available to Noteholders (as defined below)

following the expiry of 40 days after their issue date or (if) such Notes have an

initial maturity of more than one year and are being issued in compliance with the
D Rules (as defined in “Overview of the Programme - United States Selling
Rastrictions” below), otherwise such Tranche will be represented by a Permanent
Global Note (as defined below). Registered Notes will be represented either (i) in
certificated form (certificated Registered Notes) or (i} in uncertificated form
(uncertificated Registered Notes) comprising those Registered Notes which for
the time being are uncertificated units of a security in accordance with the
Uncertificated Securities Regulations 2001 (the Uncertificated Securities
Regulations). Certificated Registered Notes will be represented by Certificates
{as defined below), one Certificate being issued in respect of each Noteholders
entire holding of cettificated Registered Notes of one Series.

On or before the issue date for each Tranche, the Global Nete representing
Bearer Notes or Exchangeable Bearer Notes may be deposited with a common
depositary for, or a common safekeeper for, Euroclear (as defined below) and
Clearstream, Luxembourg (as defined below). Global Notes may also be
deposited with any othet clearing system or may be dslivered outside any
clearing system provided that the method of such delivery has been agreed in
advance by the Issuer, the Trustee, the Principal Paying Agent (as defined
below) and the relevant Dealer

Fixed interest will be payable an such date or dates as may be agreed between
the Issuer and the relevant Dealer and, on redemption, will be calculated on the
basis of such Day Count Fraction (as defined below) as may be agreed between
the Issuer and the relevant Dealer. '




Floating Rate Notes:

Zero Coupon Notes:

Redemption:

Denomination of Notes:

Taxation:

Negative Pledge:
- Cross Default:

Status of the Notes:

Floating Rate Notes will bear interest at a rate determined:

(a) on the same basis as the floating rate under a notional interest rate
swap fransaction in the relevant Specified Currency governed by an
agreement incorporating the 2008 ISDA Definitions (as published by the
International Swaps and Derivatives Assoaciation, Inc., and as amended
and updated as at the Issue Date of the first Tranche of the Notes of the
relevant Series); or

(b) on the basis of a reference rate appearing on the agreed screen page of
a commercia! quotation service; or . -
{c) on such other basis as may be agreed between the Issuer and the

relevant Dealer.

The margin (if any) relating to such floating rate will be agreed between the
Issuer and the relevant Dealer for each Series of Floating Rate Notes.

Floating Rate Notes may also have a maximum interest rate, a minimum interest
rate or both.

interest on Floating Rate Notes In respect of each Interest Perlod (as defined
below), as agreed prior to issue by the lssuer and the relevant Dealer, will be
payable on such Interest Payiment Dates (as defined below), and will be
calculated on the basis of such Day Count Fraction, as may be agreed between

" the Issuer and the relevant Dealer,

Zero Coupon Notes may be offered and sold at a discount to their nominal
amount and will not bear interest. '

The applicable Final Terms will indicate either that the-relevant Notes cannot be
redeemed prior to their stated maturity {other than for taxation reasons or
following an Event of Default) or that such Notes will be redeemable at the option
of the Issuer and/or the Noteholders upon giving notice to the Notehalders or the
Issuer, as the case may be, on a date or dates specified prior to such stated
maturity and at & price or prices and on such other terms as may be agreed
between the Issuer and the relevant Dealer.

Notes having a maturity of less than one year are subject to restrictions on their
denomination and distribution, see “Certain Restrictions: Notes having a maturity
of less than one year” above. '

Notes will be issued in such denominations as may be agreed between the
Issuer and the relevant Dealer save that the minimum denomination of each Note
will be such amount as may be allowed or required from time to time by the
relevant central bank (or equivalent body) or any laws or regulations applicabte to
the relevant Specified Currency, see “Certain Reslrictions: Notes having a
maturity of less than one year” above, and save that the minimum denomination
of each Note will be €100,000 {or, if the Notes are denominated in a currency
other than euro, the equivalent amount in such currency).

All payments in respect of the Notes will, save as required by law, be made
without deduction or withholding for or on account of tax imposed by any Tax

- Jurisdiction, subject as provided in Condition 8. In the event that any such

deduction or withholding is made, the Issuer will, save in certain limited
circumstances provided in Condition 8, be required to pay additional amounts to
cover the amounts so deducted.

The terms of the Notes will contain a negative pledge provision as further
described in Condition 4.

The terms of the Netes will contain a cross default provision as further described
in Condition 10. '

The Notes will constitute direct, unconditional, unsubordinated and, subject to the
provisions of Condition 4, unsecured obligations of the Issuer and will rank pari




Rating:

Listing:

Governing Law:

Selling Restrictions:

United States Selling

Restrictions:

passu among themselves and (save for certain obligations required to be
preferred by law} equally with all other unsecured obligations (other than
subordinated obligations, if any) of the Issuer, from time to time outstanding.

The Issuer has besn assigned a long-term debt credit rating of Baal (stable
outlook) and a short-term debt credit rating of P-2 (stable outlook) by Moody's
and a long term debt credit rating of BBB+ (stable outlook) and a short term debt
credit rating of A-2 (negative outiook) by Standard & Poor's Credit Market
Services Europe Limited. The Programme has been rated Baa1 (long-term) and
P-2 (short-term) by Moody's and BBB+ (long term) and A-2 (short-term) by
Standard & Poor's. Series of Notes issued under the Programme may be rated or
unrated. Where a Series of Notes is rated, such rating will not necessarily be the
same as the ratings assigned to the Programme. A security rating is not a
recommendation to buy, sell or hold securities and may be subject to suspension,
change or withdrawal at any time by the assigning rating agency.

Application has been made to the UK Listing Authority for Notes issued under the
Programme ta be admitted to the Official List and to the London Stock Exchange
for such Notes to be admitted to trading on the London Stock Exchange's
regulated market.

The Notes and any non-contractual obligations arisin -~ ~ ronnection
with the Notes will be governed by, and shall be construed in accoryc. ce with,
English law. '

There are restrictions on the offer, sale and transfer of the Notes in the United
States and the .European Economic Area (including the United Kingdom) and
such other restrictions as may be required in connection with the offering and
sale of a particular Tranche of Notes, see "Subscription and Sale” below.

The Issuer is a Category 2 issuer far the purposes of Regulation S under the
Securities Act.

The Notes will be issued in compliance with U.S. Treasury Regulations
§1.163-5(c)(2)(iXD) {or any successor rules in substantially the same form that
are applicable for the purposes of Section 4701 of the U.S. Internal Revenue
Code of 1986, as amended (the Code)) (the D Rules) unless (i) the applicable
Final Terms states that Notes are Issued in compliance with U.S. Treasury
Regulations §1.163-5(c)(2){(iXC) (or any successor rules in substantially the same
form that are applicable for the purposes of Section 4701 of the Code) (the C
Rules) or (i) the Notes are Issued other than in circumstances in which the Note
will not constitute registration required obligations under the United States Tax
Equity and Fiscal Responsibllity Act of 1982 {TEFRA), which circumstances will
be referred to in the applicable Final Terms as a transaction to which TEFRA is
not applicable.




RISK FACTORS

In purchasing Notes, investors assume the risk that the lssuer may become insolvent or otherwise
be unable fo make all payments due in respect of the Notes. There Is a wide range of factors, which
individually or together could result in the Issuer becoming unable to make all payments due in respect of the
Notes. It is not possible fo Identify all such factors or fo determine which factors are most likely fo occur, as
the Issuer may not be aware of all relevant factors a_nd'certaih factors which it currently deems not fo be
. material may become material as a result of the cccurrence of events outside the lssuer's control. The Issuer
has identified in this Base Prospectus a number of factors, which could materially adversely affect its
business and ability to make payments due under the Nofes. In addition, factors thatiare material for the
purpose of assessing the market risks associated with Notes issuéd under the Programme are described
below.

Prospective investors should also read the detfailed information set out elsewhere in this Base Prospecius
and reach their own views prior fo making any investment decision.

FACTORS THAT MAY AFFECT THE ISSUER’S ABILITY TO FULFIL ITS OBLIGATIONS UNDER NOTES
ISSUED UNDER THE PROGRAMME

The Group is exposed to movement in commodity prices

A significant proportion of the Group’s financial performance and price competitiveness is dependent
upon its ability to manage exposure to volatile world energy markets, including wholesale commodity prices
for gas, oil, coal, carbon and power.

In the downstream businesses, commodity price increases or decreases may require the Group fo
change the price at which it sells energy to its customers. The Group may not be able to pass on all increases
in commeodity prices to its customers or, when commedity prices fall, may need to reduce prices for customers
fo remain competitive. Where the Group does increase prices to its customers or fails to pass on decreases in
commaodity costs, including doing so in a timely manner, customers may seek to switch to competitors. There
has been significant adverse publicity in recent years associated with UK residential energy prices, which.
may increase the number of customers switching to compstitors or damage public trust in the Group's
business and its consumer brands. In North America, the relatively low cost of natural gas may encourage
- new market entrants, resulting In additional competitive pressure.

In the upstream exploration and production {E&P) business, commodity price decreases reduce gas
and oil production profits and, over the longer term, may make certain exploration and development projects
‘uneconcmic. In upstream power, higher gas prices may put pressure on profits from gas-fired power plants,
and lower power prices may reduce profits from nuclear and wind power generation assets. In UK electricity
generation, as is common in other European markets, the combination of power, gas and European Union
(EU) emissions prices and the UK carbon price floor means that the opportunities to economically run the
Group's fleet of gas-fired power statlons are currently limited, with some earmarked or at risk of closure as a
result. :

In the midstream business, uncertain demand creates a risk that surplus commodity positions cannot
be sold profitably in wholesale markets cor that any short commeodity pesitions cannot be covered at a cast that
can be passed on to customers. The Group also has a number of contractual capacity contracts, the
economic value of which depends on certain price relationships.

In Centrica Storage, profits depend on the difference between summer and winter gas prices in the
UK {summerfwinter "spreads”). A narrowing of these spreads over recent years has reduced levels of
- profitabilty for Centrica Storage, and further narrowing of these spreads would have an adverse impact on
the profitability of the storage business. :

For all assets, both investment decisions and the valuation of existing assets are based upon
evaluations underpinned by forecasts of longer-term commodity prices. Assets, including goodwill, may be
impaired if future cash flows from such assets are insufficient to cover their cost on the balance sheet.

Commodity prices fluctuate based on a large number of factors, most notably forecasts for supply
and demand in local and global markets as well as political and economic factors. Seasonal variations and, in
the short-to-medium term, sconomic conditions, make it difficult to forecast future energy demand. Political
factors may also trigger an expectation of or actual disruptions in supplies from those regions affected. In
recent years, there has also been significant investment in shale gas in North America resulting in lower
wholesale gas prices and a weakening of the traditional links between gas and oil prices, particularly in North
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American markets. This energy source could further influence global energy markets over time and, in
particular, the surplus of gas could affect the liquefied natural gas (LNG) sector, which is becoming an
increasingly important source of natural gas for the United Kingdom. [f the Group is unable to manage its
exposure to fluctuating commedity prices, its competitive position could be negatively impacted and its
business, financial condition and results of operations could be adversely affected.

The rapid and material drop in both oil and gas prices during and since 2014 has negatively
impacted the Group’s cash flow and profitability, and it is not clear that the forward price curves for oil and gas
will improve in the near term. The external commaodity price environment could also impact the Group's longer
term strategy, future dividend payments, and increase the likelihood of the Groups projects and assets being
subject to cancellation, postponement or divestment.

The Group’s business is subject to political intervention and regulatory oversight

The Group is subject to various political and regulatory interventions from governments and
regulatory bodies in the UK, Republic of Ireland, North America and slsewhere. Objectives of these
interventions vary, but include carbon emission reduction, security of energy supplies, and protection of
consumsars and business customers. '

The Group is subject to oversight from a wide range of regulatory bodles including the Office of Gas
and Electricity Markets (Ofgem), the Competition and Markets Autharity (CMA), the Oil and Gas Authority,
the Financial Conduct Authority and the Prudential Regulatory Authority in- the United Kingdom, the
Commission for Energy Reguiation in the Republic of Ireland, the Federal Energy Regulatory Commission
(FERC) in the United States and a number of regulators at federal, state, and provincial level in the United
States and Canada. Regulatory bodies have the power tc amend licences, conduct investigations into

" companies’ operations, issue financial penalties and enforcement notices and, in- North America, take direct
oversight of operations. In certain cases, regulators have the power to impose substantial fines that could
have a material adverse impact on the Group’s profitability. In the case of a licence breach in the UK for
example, this coufd be up to 10 per cent of Group revenue and in the case of a breach of the European
Regulation on Wholesale Energy Market Integrity and Transparency, the fine could be unlimited. While fines
imposed to date by regulators on the Group and close competitors have not come close to these levels, future
fines may-be more significant. Any intervention or remedies could materially. adversely impact the Group's -
business, operations and overail financial condition. ‘

_ In the downstream business, the Group continues to face heightened levels of scrutiny from the -
media, regulators, other key stakeholders including governments and consumer groups, and also current
heightened level of public distrust in energy companies.

The UK upstream and downstream businesses have also seen regulators impose significant
obligations to implement carbon reduction measures. The Energy Companies Obligation (ECQ) came into
- effect from January 2013. The new obligation period, known as ECOZ2, launched on 1 April 2015 and running
until 31 March 2017, extended the original lifetime of the scheme which was scheduled to end on 31 March
2015. There is a risk that the assumptions underlying the Group’s estimates may change or may prove to be’
incorrect. In addition, there may be changss to the UK Government's policy regarding carbon emissions or a
lack of industry capacity or customer uptake. There may be a substantial increase in the estimated cost to
fulfil the Group's obligations, which, to the extent that such costs cannot be adequately passed through to
customers, could have a material impact on the Group's results of operations and financial condition. The
Group may not fuffil its ECO obligaitions, which could also harm the Group's reputation and have an adverse
effect on its results of operations and financial condition.

The UK downstream business is also affected by changes to the retail supply and wholesale industry
processes, which could have an impact on the Group's operating costs. Ofgem published a decision in July
2014 to change the electricity transmission charging methodology, which will be implemented from April 2016.
These reforms will have a mixed impact across the Group's electricity generation assets located in the south
of Great Britain but favourable for assets in northern locations. The net impact across all chargeable
generators is negative. In December 2014, Ofgem also published final determinations for how much revenue
electricity distribution networks will be allowed to recover from supply businesses from April 2015, This
decision has been appealed with the outcome uncertain on the consequences for the Group’s downstream
business. Any material increases In the regulated charges that the Group pays for use of transmission,
distribution, network price controls and other infrastructure may impact the Group’s margins, to the extent that
any such increases cannot be passed on to its customers.
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In North America, reguiatory approaches vary by jurisdiction and regulator. Although the Group
operates primarily in price-deregulated markets in North America, it is subject to certain regulations and
oversight by state or provincial regulatory agencies in its principal residential energy markets, primarily Texas,
the north eastern United States, and the Canadian province of Alberta, as well as by federal regulators in the
wholesale commodity and derivative markets.

In the Group’s upstream and midstream businesses, energy markets in the United Kingdom, the
Republic of Ireland, North America and mainland Europe are closely regulated and significant chariges to the
legal, regulatory and political framework of these markets could have an impact on the Groups ability to
achieve its operational or financial goals.

In the UK power generation business, key elements of the UK Government's plarﬁm to decarbonise
the eiectricity sector and achieve security of supply are set out in the provisions of the Energy Act 2013 which
relate to Electiicity Market Reform (EMR). Following the May 2015 general election, UK Government priorities
appear to have shifted away from decarbonisation, with a greater emphasls on energy affordability. The UK
Government's commitment to the security of supply elements of the EMR programme appears broadly
unchanged and although the Group does not have significant exposure to new renewable electricity projects
and is not materially impacted by recent Government proposals to restrict the availability of subsidies to new
renewable generators, uncertainty still remains with regard to how EMR will affect the market in general and
the Group’s business. In particular, the effacts may include changing the generation mix in the UK an - id
adversely affect the profitability of the Group's existing generation assets.

in December 2014, the UK’s first powser capacity auction took place for capacity in 2018/19. The
auction clearing price was significantly below market expectations. Whilst the Group’s two largest gas-fired
power stations were both successful in the auction, as were ail the nuclear reactors in which the Group has a
20 per cent. equity interest, the Group's five (inciuding one mothballed) remaining gas-fired stations were
unsuccessful. There is a risk that the clearing price for future UK power capacity auctions may alsc be below
market expectations, adversely affecting the future profitability of the Group’s remaining generation assets.

In Russia and the Ukraine, a worsening of the political stand-off between Russia and the EU, the
U.S. and others could increase the possibility of sanctions or other trade limiting actions that could impact the
Group’s ability to source commodities and there is no certainty that current projects with Gazprom Marketing
& Trading Limited can be progressed as initially planned. In May 2015, the European Parliament’s Industry, -
Research and Energy Committee agreed the exemption of offshore gas installations from the proposed
Medium Sized Combustion Plant Directive (MCPD), and this was reconfirmed by the European Parliament's
Environment Committee in the adoption of its report on the MCPD. If implemented, the MCPD could require
retrofits on up to 200 UK installations, rendering same uneconomic and accelerating decommissioning.

- In the current environment, the Group is facing heightened levels of scrutiny from regulators and any
changes in regulations or legislation could increase the risk of non-compliance. The current level of public
distrust in energy companies in the UK serves to heighten further the level of scrutiny from regulatory bodies,
and other key stakeholders, including the UK Government and consumer groups, adding to the level of public
attention already directed towards compliance matters. In North America, regulatory approaches vary by
jurisdiction and regulator, with the Group's entry into new markets being assessed on a case-by-case basis.

Following the acquisition by the Group of the Rough facility and a subsequent Competition
Commission inquiry, the Group and Centrica Storage gave undertakings to the Secretary of State for Trade
and Industry in 2003 which place certain cbfigations on Centrica Storage and the Group in respect of the
storage business. The undertakings require Centrica Storage to be legally, financially and physically separate
from all other Centrica businesses. In addition, there are restrictions prohibiting the disclosure by Centrica
Storage of commercially sensitive information to other parts of the Group and prohibiting the sclicitation or
making use of such information by other parts of the Group. In March 2012, the Issuer and Centrica Storage
signed amended undertakings with certain variations. Any fallure to comply with these undertakings could
result in substantial fines for the Group.

Political and regulatory developments affecting the energy markets within which the Group operates
are uncertain and may have a material adverse effect on the Group’s business, results of operations and
financial condition. Government intervention in energy markets, or changes In government palicy, may also
affect the Group's ability to invest in new assets in the markets concerned. Additionally, any failure or
perceived fallure by the Group to comply with such develepments or related requirements could result in
substantial fines and have a negative impact on its brands, operations and reputation.
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' The Group Is subject to the Energy Market Investigation being conducted by the CMA

In June 2014, Ofgem referred the UK energy market to the CMA for a market investigation due to concerns
that there are features of the market that are adversely affecting competition in the supply and acquisition of
energy in the UK. The CMA’s provisional findings and notice of possible remedies were published on 7 July
2015 highlighting a range of problems hindering competition in the markst, including the extent to which
consumers are engaged in the market and shortcomings In regulation and the ability to deliver change across
the market. It also referenced the need for a coherent and transparent approach to responsibilities and policy
implementation by those overseeing the industry. In addition to the provisional findings, the CMA set out an
initial list of possible remedies designed to increase competition génd ensure a better deal for customers. If the
investigation concludes that there is or has been an adverse effect on competition, the CMA has a duty to
decidé whether it should take action ifself and/or whether it should recommend others to take action to
remedy, mitigate or prevent the adverse effect on competiion or any resulting detrimental effects on
customers. The final conclusions from the Investigation are due at the end of 2015. The potential list of
remedies includes, additional activities required to Increase customer engagement in the market and a
potential 'safeguard tariff', which could have material impacts on the profitability of the Group’s downstream
UK businesses. .

The Group may fall to deliver its stated strategic objectives

In July 2015, the Group announced the outcomé of its strategic review covering: cutiook and
sources of growth; portfolic mix and capital intensity; operating capability and efficiency; and the Group’s
financial framework (see “Description of the Centrica Group — The Group’s Strategy”). Delivery of this
strategy, including growth in a number of business areas, implementing substantial cost efficiencies and
making certain disposals, is fundamental to the Group's future success and requires significant
organisational, cultural and technical transformation. There can be no assurance that the Group will be able
to successfully execute some or all of the strategic objectives, achleve the planned cost efficiencies outlined
in the review, or achieve its stated financial targets.

In certain areas, most notably in Distributed Energy and Power, and in Connected Homes, the
Group wiill be required to achieve growth in relatively new business areas in order to be successful In its
strategic objectives. This may include entering new markets or developing commercial offerings that have not
generated significant profits or cash flow in the past. These new businesses are also intended to be
structured as giobal units and operate consistently and efficiently across a number of geographies and
jurisdictions. This form of global business unit is new to the Group and there can be no assurance that the
Group wifl be able to develop this model successfully or grow in these business areas, or generate sufficient
cash or commercial propasitions and prod'ucts.

In order to achieve targeted cost efficiencies, improve customer servics and transfer resource to
developing businesses, significant changes are required to the Group's operating model and organisational
structure. Such structural change can be difficult to achleve, and creates risk as the business enters a pericd
of significant transition. Additionally, these changes are expected to result in up to 6,000 job losses across the
Group. These changes may affect employee engagement, industrial relations, and make it difficult to attract
and retain employees with the right capabilities in key roles across the business.

In E&P, and wind power generation, the Group has a stated objective to release £0.5 - £1.0 billion of
divestment proceeds by 2017, These disposals are being targeted at a time of low gas and power prices,
when finding buyers may prove difficult. There can be ne assurance that the Group will be able to dispose of
assets at a price that the Group considers to be appropriate, or at all, or that any disposal will take place in
the timeline envisaged by the Group.

Where the Group deploys new capital in making acquisitions, there is a risk that the Group will not
effectively integrate purchased assets or businesses to achieve expected synergies, continue to improve
customer service and-engage In new markets.

Management has publicly communicated the importance of its strategic priorities, and aligned the
future success of the Group to delivery of these goals. The Group's targeted growth is based on assumptions
of flat real ail and gas prices at U.S.$70 dollars a barrel Brent, and £0.50 per therm naticnal balancing point
gas price, as well as normal weather patterns and impact on demand. There can be no guarantee that the
assumptions or lengerterm forecasts on prices, weather patterns, or demand will prove to be accurate.
Faiture to deliver on the Group's strategy or plans, disruption to the business caused by these changes, or
any significant variation in one or mere of our underlying forecasts, could have a material adverse effect on
the Group's business, results of operations and overall financial condition.
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Damage te corporate reputation or brand perception could affect the Group’s competitive position

The Group must actively manage its reputation, and that of senior management and the executive,
with @ number of different stakeholders including. customers, investors, opinion-formers, consumer and
community representatives, employees, the media, governments and government agencies, other political
parties and regulatory and trade union bodies. Any failure to follow the Group’s global business principles of
operating professionally, fairly and with integrity, or the public perception that there has been such a failure or
other real or perceived failures of ggvernance, or legal or regulatory compliance could further undermine
public trust in the Group, one or maje of its businesses or its management, lead to increased regulatory
intervention, harm the Group's reputation, damage one or more of its consumer brands and adversefy affect -
its business, results of operations and overall financial condition.

The challenges of day-to-day costs of living, including energy, increased political pressures and
other ecanomic challenges have all increased the level of medla coverage, afid had a negative impact on the
public’s perception of the energy industry and many of the companies that operate in this industry. The
increased use of social media also allows customers and consumer graups to engage, share views, and take
part in direct action and other campaigns more readily than before. Any failure to retain the trust of the
Group's customers and/or shareholders could lead to campaigns for corporate change through increased
sharehoider resolutions, and/or challenges in attracting and retaining new customers. In addition, British Gas,
as the UK's leading residential energy and services provider, due to the scale of its operations in the UK, and
Bord Gais Energy as one of the leading energy providers in the Republic of Ireland, may be subject to
heightened scrutiny by the media, in particular regarding compliance with its regulatory obligations and its
retail energy pricing policies. The fall in wholesale energy prices during 2014 and the timing of subsequent
reducticns in British Gas retail energy bills further heightened media attention on the Group. The increased
level of media coverage may also result in additional or heightened government and regulatory scrutiny. In
North America, the Group operates under numerous brands, each of which faces the risk of heightened
media scrutiny andior adverse media coverage, whlch could have a negative impact on the reputation of one
or more of the individual brands and, ultimately, the Grnup

In June 2013, the Group acquired a 25 per cent interest in a shale exploration licence with Cuadrilla
Resources Ltd and AJ Lucas. Significant adverse publicity from campaign groups affecting the brand and
reputation of the Group could be generated following the Group’s strategic move into hydraulic fracturing or
fracking’. The Group intends to continue to explere opportunities for unconventional energy supply and
generation as part of its overall business strategy. Any investment In uhconventional energy or related
technologles may expose the Group to adverse publicity and reputational risk and there can be ne
guarantees that the necessary planning applications to proceed with these explorations and developments
will be successful as shown by Lancashire county council’s recent rejection of the planning applications by
Cuadrilla Resources to permit drilling at two sites in Lancashire which Cuadrilla Resources is currently
appealing.

The loss of rights to use trademarks and logos could affect the Group’s competitive position

As part of the demerger in 1997 {see “Déscription of the Centrica Group — Background and Formation”), BG
Group ple ("BG Group™), {(which Is a separately listed company and not a part or affiliate of the Group)
assigned ownership of the British Gas trademarks and related logos for use in Great Britain to the Group. At
the same time the rights to the British Gas trademarks and related -logos for use outside the UK were
assigned to BG Group. The Group has the right to call for a reassignment of this intellectuat property upon a
change of controf, which is expected to occur upon the completion of the proposed cash and share offer by
Royal Dutch Shell plc of the entire issiied and to be issued share capital of BG Group in 2018. If, for any
reason, the Group is unable to continue to use the British Gas trademarks and logos, this could adversely
affect its competitive position. In addition to the British Gas trademarks and logos, the Group trades under
various other well-known brands, such as Dyne in the UK, Direct Energy in North America and Bord Gais
Energy in the Republic of Ireland. Any damage to corporate reputation or brand perception could have a
material adverse effect on the Group’s overall reputation, business, results of operations and overall financial
condition.

The Group operates in competitive markets

The Group operates in highly competitive markets in Great Britain, the Republic of Ireland and North
America for the supply of energy and services to business and residential customers including new home
technology services and products. Suppliers price aggressively in order to build market share and customers
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may switch supplier based on price, product and service levels, as well as competitor activity. In addition,
small suppliers continue to enter and grow their share of the domestic supply market, further increasing
competition. '

The Group also operates in the competitive home services market in both the UK and North
America. Competition in these markets is increasing as existing energy and other service providers, such as
insurance companies, telecom companies, supermarkets and other large retail companies have entered the
services market and seek to strengthen their positions and diversify their product offerings. The Group's
services businesses have been some of the most impacted by the economic environment, with customers
choosing to decrease thelr cover or exit the cover market altogether in favour of on-demand or do-it-yourself
options or delaying purchases or upgrades. Failure to sustain competitive cost and service levels, or to -
sufficiently differentiate the Group's downstream products and services, could affect market share and
challenge the Group's ability to deliver sustainable operating margins and attain its growth asplirations.

In the E&P business, the Group faces competition from both International and state-run energy
companies for obtaining exploration and development rights, particularly outside the UK, and in developing
and applying new technology to maximise hydrocarbdn recovery. If the Group, even with its reduced E&P
business, fails to obtain new exploration and development acreage in the North Sea or East Irish Sea, or fo .
apply and develop new technology, its future resuits of operations and cash flows may be adversely affected.
Current Industry trends towards the consclidation of existing operators in North America and strategic
~ divestment by larger operators around the UK markets in which the Group operate may lead to stronger
competition from operatars with greater financial resources. . :

There can be no certainty that the Group will retain or develop a competitive position within the
markets In which it operates, which if hot achieved, could have a material adverse effect on its business,
results of operations and overall financial condition.

The Group Is exposed to the risk of interruptions to information systems or failure to protect
confidential information

The Group's operations, including the efficient management and accurate billing of the Group’s
customers, effective upstream operations, and successful energy trading and hedging activities rely on
sensitive and highly complex information systems and networks, including sysiems and networks provided by
and interconnected with those of third-party providers, maintaining a high degres of effectiveness, availability,
integrity and security. ‘ :

The Group’s businesses, joint ventures, and associates could be compromised by an incident arising
from the accidental or deliberate exposure of sensitive or personal data, intellectual property, inadvertent or
deliberate changes to data, and changes in asset control systems, or a breakdown of critical information
infrastructure and networks. Parties wishing to disrupt the energy infrastructure and networks in which the
Group operates may view the Group's information systems as an attractive target for cyber attack.

Gue to the continual advancement of technology, computing capabilities and other developments
including increasing digitisation of Information, the use of social media and the continually evolving external
cyber threat landscape, the Group may be subject to malicious and unauthorised attempts to penetrate the
network security and misapproptiate confidential information. The Group is also vulnerable to the potential
viral effect of employees, consumers or ‘hacktivist’ groups using social media channels that could expose the
Group to legat liabilties, damage the Group’s reputation or the disclosure of confidential information.

Threats to information security are not limited by geography as the Group’s digital infrastructure is
accessible globally, and parties who are able to circumvent information securlty barriers are capable and
willing to perfarm attacks that destroy, disrupt or otherwise compromise information systems. There can be.no
guarantes that the Group's security measures will be sufficient to prevent all possible breaches.

Attempts to collect, secure, and dispose of information appropriately now face far greater scrutiny
from regulators, customers and employees. The Group must comply with laws and regulations, in the various
jurisdictions in which it operates, on the secure storage, use and disposal of customer data, and provide for
secure transmission of confidential information to ensure the security of financial and personal data passing
over public networks. EU, U.S. and Canadian data privacy and cybersecurity requirements and proposals to
amend such requirements, together with any regulatory changes, could.increase the requirements around
public notification of incidents and also the ability of the regulator to impose associated fines or penalties for
non-compliance. The loss, corruption or improper disclosure of persona'I or confiddential information as a result
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of an information security breach could reduce the value of the Group's proprietary information and lead to
significant notification and mitigation expenses, as well as reputational damage and legal or regulatory action,

There can be no certainty that response, recovery and contingency plans will be effective in all
possible scenarios. In addition, the Group relies on third party hardware, software and service providers,
which are not fully under Iits control. Failure to protact critical and sensitive systems and information
adequately may result in compromises ta intellectual property and trade secrets, unauthorised disciosure of
personal, confidential, share-price sensitive and proprietary data, loss of commercial or sfrategic advantage,
damage to the Group’s reputation and business, operational disruption, harm to the public or to employees
Jitigation or regulatory sanction and finés and increased regulatory scrutiny, which could all miateriglly and
adversely affect the Group's business, results of operations and overall financlal condition, ;|

Information security breaches could also cause system outages or reduced output that could cause
significant financlal and operational loss, for example by preventing the Group from serving customers,
communicating with third parties, maintaining facilities, generating and purchasing energy, collecting and
tracking revenues, or processing and reporting information. Such an incident could also compromise the
security of critical national infrastructure assets and have a material effect on the Group’s business, results of
operations and overall financial condition.

The Group depends on the performance of third parties for certain contracts and activities, which
have been outsourced

The Group has entered into a number of cutsourcing contracts, some of which are for offshore
operaticns, in respect of certain support functions for its businesses in the UK and North America, including
business-critical information . technology services, financial accounting mafters and customer billing
transactions. In addition, third party infrastructure will continue to be refied upon by a number of the Group's
assets. Upstream production, including certain upstream projects, are increasingly being operated or
developed by third parties. As with any contractual relationship, there are inherent risks to be considered and
mitigated. There can be no guarantes that suppliers will be able to provide the functions and services for
which they have been contracted. Any failure by suppliers to delivei the contracted goods or services, and to
adhere to the Group’s Corporate Responsibillty and other policles, could have a material adverse effect on
the Group’s reputation, business, results of operations and overall financial condition.

The Group’s business may be affected by changes in weather conditions

Gas sales volumes and electricity sales volumes are affected by temperature and other
envirenmental factors, which are beyond the Group's control and which may have an adverse impact on the
Group’s business, results of operations and overall financial condition.

The demand for power and gas is seasonal and weather dependent. In the UK, higher demand is
typically experienced during the cold weather months of October to March and lower demand during the
warm weather months of April to September. In the U.S., hot weather, particularly in Texas and the U.S.
-North East, results in an increased demand for electricity to operate air condifioning units and cold weather,
particularly in the U.S. North East, results in increased demand for gas and ancillary charges for running
additional power plants to satisfy demand. The Group's profitability is partly dependent upon its ability to
manage its exposure to unseasocnably warm or cofd weather and to stabilise the impact of such fluctuations
through adjustments to its tariffs. The Group's revenues and results of operations could be negatively affected
if the Group is unable to adjust for fluctuations in pricing and demand due to volatility in weather patterns,

The Group’s gas storage business is also seasonal. Colder weather conditions In the UK result in
higher withdrawal rates from the Group's storage facilities; however, colder than normal weather during the
summer months, or warmer than normal weather during winter months, may result in narrowing of price
differentials between summer and winter months, in tumn resulting in reduced revenue.

The Group is affected by global economic conditions

The Group continues to pursue a range of investment options across the energy chain and in
different geographies both to deepen the Group's customer relationships and to secure the Group's future
energy requirements. '

The Group's operating and financial performance is influenced by the economic conditions of the
countries and markets in which it operates. The banking and financial market sector that the Group relies

upon could alsa be affected by the exit from the EU or the Euro by a member state. A possible UK exit from
the EU following the UK referendum scheduled before the end of 2017 could also impact the Group due to
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the potential for changes in existing industry regulation and employment law, tax and data privacy. Pressure
from eccnomic deterioration, deflation, volatile wholesale prices, increased levels of competition, political
instability, reduced demand and recessionary impacts can all contribute to challenging market conditions.
Recent global economic conditions have meant that disposable income has decreased or remained flat and
consumer confidence has declined, which could result in discretionary spend being reduced and lead to
increased turnover in services, or lead to customers delaying or forgoing the purchase of equipment and
services. Strategic issues, including capital investment in mergers, acquisitions, disposals, market position,
climate change, sustainable development, and new technologies, are also affected by global economic
conditions and the Group’s ability to grow its business successfully in these respects may be subject to
circumstances beyond its control.

The Group’s business relies on the security of energy supply

As UK gas reserves have declined, the UK energy market has become increasingly reliant on
supplies from Norway and other parts of mainland Europe, together with LNG supplies from other parts of the
world. As the UK secures an increasing proportion of gas from abroad, its price and availability will be
increasingly shaped by international forces, combined with the additional challenge of transifioning o lewer
carbon generation. Key elements of security of supply are access to these reserves and the reliability of the
-storage, pipeline, and gas processing infrastructure operated by the Group and third parties both in the UK
and abroad. Any break in this supply chain, for example as a result of unplanned outages at the Group’s
facilities, could jecpardise supply to customers and impact the Group’s earnings. The Group's entire business
is exposed to the risk of facilities being damaged by natural disasters, including but not limited to severe
weather conditions. The Group currently owns or has a stake in a variety of gas and power assets in the UK

. and overseas and Its results of operations and financial condition could be materially adversely impacied if
there were to be long-term cutages assocliated with one or more of those assets.

The Group depends on third party supply and cannot guarantee the security of the supply chains.
There is a risk of terrorist activity, Including acts and threats to the energy sector, which may include sabotage
or cyber-attack of power stations or pipelines. An act of terrorism in a geographical location in which the
Group has an Interest could also have a commerclal impact on the Group’s existing agreements in the
affected region. Such events could affect security of supply or cause a break in supply of energy to
custemers, Any failure to supply energy to customers could have a material adverse impact on the Group's
reputation, business, results of cperations and overall financial condition.

The Group is exposed to falling residential energy consumption in the UK

Improved energy efficiency, new boiler installations, and changing customer behaviour as a result of
greater environmental awareness, reaction to past retail energy bill movements, long-term weather patterns
and the general economic downturn have led to a reduction in energy demand. The UK Government sees
both residential and business energy efficlency as a key part of mesting its carbon reduction targets and
continues to focus on and emphasise energy efficlency and low-carbon solutions. The Group may be subject
to additional obligations, which may lead to higher operating costs, Increased capital investment, and
operational constraints for certain of the Group’s activities and assets.

In the UK, gas demand is forecast to continue to decline over the next decade with the emergence
of emart connected home solutions, and electricity demand s forecast to decline by a smaller amount or
remain flat. The long-term demand for gas will be significantly affected by government decisions about market
structures, climate change initiatives and industry decisions around generation mix. To offset the reduced
sales of gas and electricity to residentiat customers, the Group needs to grow its energy market share in
certain markets, together with demand for its services, products and energy efficiency measures (inciuding
microgeneration, distributed energy, insulation and smart enabled applications). The success ¢f these (and
other) initiatives could have a significant impact on the Group's revenues and profits over the next decade,
but no assurance can be given as to their success, widespread adoption or support from the UK Government.
While these trends are currently most pronounced in the UK, changes in consumption patterns in the Group's
ather principal markets due to regulatioh, technology or other reasons could have an impact on the Group’s
business, results of operations and overall financial condition.

The Group’s business activities and sales méy be affected by changing customer behaviour and the
emergence of new technologies :

With increasing pressure from economic, pelitical and social developments, including rising income
inequality, national sentiment and recognition of the economic and environmental impact of global climate
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changs, the Group's future operations will potentlally be shaped by changes in customer demands and
expectations as well as regulatory requirements necessitating a move towards a lowest possible cost
environment and low-carbon economy. This may present significant additional risks and may lead to
operating cost challenges, reduced energy demand, increased capital requirements, and operationai
constraints for certain of the Group's activitiés and assets. In addition, the ineffective or incomplete
implementation of new legislation may have adverse consequences on the viability of investment in new
technologies and the development of new assets.

As digital media, the internet and mobile devices play a greater role in the retall energy sector, the
Group will continue to face heightened competitive pressures resulting from falling barriers to markst entry
and swiftly changing customer loyalties. The value of customer data has increased, and the widening range of
virtual interaction with customers through digital media, the internet, mobile devices and the emergence of
new technologies, such as smart metering and smart grids, plays a greater role in the retail energy sector and
could affect gas and electricity demand and therefore the Group’s earnings through energy related services
such as energy efficiency, micro generation and energy management/automation. New technology allows
non-energy web-based firms to access customer energy consumption data, with or without the agreement of
ehergy suppliers. This new data may not simply be used for.biling, but also to provide customers with
improved reporting, advice, new products and new services. The Group cannot be certain that its future
operations and strategy will successfully mitigate against the risks presentad, or enable the Group to remain
competitive, offer innovative products and services or otherwise to take advantage of opportunities that may
present themselves.

The Group is also currently subject to certain UK Government-enforced obligations to promote
greater energy efficiency by its customers, including smart meter instaliation. Failure by the Group to adapt to
further regulation, changing customer demands and behavicur as a result of global climate change and
Increased awareness of the environmental impact of energy use, may have a material adverse effect on the
Group's reputation, business, results of operations and overall financial condition.

The Group may not sufficiently fund investment in or develop operational assets

Continual investment is required to maintain and improve the condition of, and to address
operational issues that arise in relation to, the Group's upstream assets. Such investment therefore affects
the operational fife and the output achievable from these assets. The Group reviews the value of its assets
periodically to inform valuation and investment decisions and, in some cases, may write down the value of
certain assets.

Upstream capital projéc:ts are exposed to the risk of potential build quality issues, as well as cost and
timetable overruns, unsuccessful development and management of partnerships, and health, safety,
environment and security (HSES) failures.

Timing delays, cost overruns, changes in the regulatory environment, changes in commodity prices
and other factors could reduce a project's net present value and damage relationships with partners,
Investors, and regulatars, or otherwise render a project uneconomic. Assets may not perform as expected,
including as a result of shutdowns or an inability to realise expected production volumes. In addition, the
Group may decide not to continue with certain irivestments or developments if the Group belisves- the
anticipated risks are toco severe or the anticipated returns are or become insufficient to justify the investmeant.

The level of investment is dependent on sufficient cash resources and business cases being
available for this purpose, and those resources being directed to the most appropriate use. A lack of
investment, or failure to direct investment as required, may reduce the output fram, and resale value of,
assets. If the output or resale value reduced, this could adversely affect the Groups business, results of
operations and overall financial condition.

The Group uses derivatives and hedging arrangements in the conduct of its business, which exposes
it to further reguiatory risk

The Group uses a number of derivative arrangements and other financial instruments in the ordinary
course of its business as part of .its risk management programme. As a result, the Group is subject to
additional regulatory regimes. Regulation of derivatives and other similar financial instruments in the U.S, and
the EU has changed significantly over the past few years, and is currently undergoing similar changes in
Canada. Some regulations have been or are in the process of implementation but others are being revised
and/or require the publication of subordinate legislation and it is uncertain when or how these will be fully
implemented and therefore what the consequences for the Group will be.
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In the U.S., regulations are being implemented by the Commodity Futures Trading Commission
pursuant to the Dodd-Frank Wall Street Reform and Consumer Protection Act. In Europe, implementation is
through the European Market Infrastructure Regulation (EMIR). Certain subordinate legislation and/or
regulatory processes have not been finalised, including in key areas such as the mandatory clearing
obligation and the mandatory collateral requirements that apply to non-cleared Over-The-Counter (OTC)
products and restrictions on the size of positions that can be held in certain financial instruments. An
additional complexity in assessing the Impact of EMIR on the Group is that the Markets in Financial
Instruments Directive (I, voted through the European Parliament in 2014, is due for implementation in 2017,
This review could expand each of the trading Instrumeant definitions, as well as restrict the exemption criteria
for firms o remain designated as “non-financial”, which could increase“jhe impact of clearing obligations on

" the Graup and other entities with whom the Group interacts. ;

Both U.S. and European regulations require certain market participants, carrying out certain types of
transactions, to clear certain financial derivatives through central clearing parties. Derivatives, which are not
so cleared, may become covered by rules obliging the exchange of margin between OTC counterparties and
imposing a number of other operational and risk management requirements. The full and final effect of all of
these regulations on the Group is uncertain as is the Impact of voluntary changes that may be introduced by
other market participants. The Group could be subject to increased cash margin and collateral requirements,
restrictions as to which platforms or counterparties can be used for certain types of trades, increased
transaction costs, vulnerability from the insolvency of Central Counterparty Clearing Heuses, and the risk of
reduced liquidity in some of its important markets. Any of these outcomes could adversely affect the Group's
ability to manage risk and the cost of its risk management programme, and therefore may have & material
adverse effect on its business, results of operations and overall financial condition.

The Group is subject to a number of HSES risks and regulations

The Group manages significant HSES hazards given the geographic range, ‘environmental
sensitivity, operational diversity and technical complexity of the Group's daily operations. The Group's
operations include onshare and offshore cil and gas production, exploration, transportation and shipping, gas
storage and supply and power generation assets (gas, wind and nuclear generation) and the provision of
downstream energy supply and services to retail and business customers. These assets and services are run
by the Group, as operated and non-operated joint ventures, and through franchises.

The principal areas of HSES risk associated with the Group’s operations include major process
safety and other incidents that could result in fatality or injury to employees, contractors and members of the
public, loss of containment, significant environmental damage, compliance breach, personal health and safety
lapses, crime and sabotage, internal security related attack, activism, cyber-attack and failure of climate-
change adaptation. ) ’

Certain events, including those arising due to third-party actions, such as the rapid and deadly
spread of infectious disease, extreme weather events and natural catastrophes, social unrest and acts of
terrorism er war, are not within the Group's direct control; however, these may cause signiﬁcan{ disruption or
interruption to the Group’s operations impacting customer energy supplies and result in significant costs
managing and reinstating nommal customer services. )

The use of third parties in the Group's upstream business may increase risks that could lead to
HSES issues and decisions that adversely affect upstream production. Responsibility for the safe operation of
non-operated joint ventures remains with the operator; however, this may result in not implementing or
applying relevant HSES standards that the Group might expect in its own assets. '

Both onshore and offshore operations and transportation are subject to interruptions, restrictions or
termination by government authorities based on safety, environmental or other considerations.

The management of the Group’s operational assets is subject to various environmental, health and
safety, economic and competition laws and regulations governing, among other things: the development and
operation of high hazard facilities and associated process safety requirements; the generation, storage,
handling, release, use, disposal, and ftransportation of hazardous substances; decommissioning and
decontamination of its facilities; the health and safety of the public and its employees; the generation of
electricity; and trading activities. Complying with these regulations or changes to these regulations could
significantly impact the cost of managing the Group's operational assets and may make it uneconomic to
continue managing certain of its operational assets.
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Permits, consents and technical certifications are required from appropriate government
departments and regulatory authorities in order for the Group to operate assets. Permit and consent
" conditions and certifications are regularly reviewed to ensure continued compliance. The Group actively
engages with government departments and regulatory bodies in the development and amendment of
regulatory requirements either directly or through professional advisors and industry bodies. Failure to obtain
ar maimiain these certifications, or mest required conditions or standards, may impact the Group's ability to
operate effectively, which could have a material adverse effect on the Group's business, results of operations
and financial condition.

Significant HSES evenis, precautionary closures, suspension of activities, or breach of applicable
Health, Safety and Environment {HSE) regulations could result in injury or loss of life, damage to the
environment, damage to or the destruction of wells and operational assets, pipelines and other property. This
could result in regulatory agiion including a loss of licence, legal liability, criminal penalties andfor remedial
and/or compensation costs, damage to the Group's reputation and disruption to business activities.
Furthermore, there cauld be an Increass in the Group's costs, a shutdown of the Group’s operafions and a
loss of its investments in affacted areas which could have a materially adverse effect on the Group's
business, results of operations and overall financial condition. In certain circumstances, liability could be
Imposed without regard to the Group's fault in the matter. ‘

Insurance proceeds may not be adequate to cover all liabilities incurred, lost revenue or increased
expenses resulting i'c... . major incident, particularly involving oil and gas E&P activities or the nuclear fleet.

The Group is exposed to risks assoclated with the existing EDF Energy, Nuclear Generation Group
Limited (ENGGL) nuclear fleet

The Group holds a 20 per cent interest in Lake Acquisitions Limited, a nuclear power generation
business that owns eight nuclear power facllities, which are operated by ENGGL, The remaining 80 per cent
of Lake Acquisitions Limited is owned by Electricité de France S.A. (EDF). The Group's 20 per cent
investment in the existing fleet of eight nuclear power stations exposes it to the risks associated with the
nuclear industry (inciuding the fleet's operational life, planned and unplanned outages and operational costs)
and the impact of nuclear regulation (including HSE regulation relating to the operation of nuclear power
stations). The Group is exposed to potential losses in production due to the fleet’s age, which could be further
exacerbated by unforeseen plant closures, such as those experlenced at the Heysham 1 and Hartlepool
plants in August 2014.

Although ultimate responsibility for the safe operation of nuclear plants remains with ENGGL, the
Group, through its joint venture with EDF, is also exposed to the scope of the hazards associated with the
nuclear power genearation industry.

Whilst the Group enjoys certain veto rights over certain decisions to be taken by Lake Acquisitions
Limited (or its affiliates), EDF has majority management control of such entities. As such, if the Group
disagrees with EDF’s management, it has limited rights to dispute and seek compensation in relation to such
decisions.

The Group is subject to numerous permit requirements and licencing regimes

The operation of various businesses conducted by the Group requires authorisations from various
national and local government agencies. Obtaining necessary consents, permits, licences, authorisations and
certifications can be a complex, lime-consuming process, and the Group cannot guarantee that it will be able
to obtain all such authorisations required for the operation of its various businesses in a timely manrer or at
all. Failure to obtain, renew or malntain -such required authorisations or any disputes in connection with
previously obtained authorisations could result in the suspension or termination of the Group's operations or
the Imposition of material fines, penalties, liabillties and other costs and expenses that could have a material
adverse effect on the Group’s financial ‘condition, results of operations and cash flows. In addition, the
Group's counterpariies may require that the Group maintains certain quality and safety certifications, or meets
certain quality and safety targets, during the term of a contract. Failure on the Group's part to obtain and
maintain these certifications or mest these targets may result in the early termination of the respective
contract or in the Group's failure to be considered for future contracts, either of which could have a material
adverse effect on the Group’s financial condition, results of operations and cash flows.
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The Group Is exposed to uncertain decommissiorning cosls

In addition to the risks associated with operating the Group’s upstream assets, the Group incurs
liabilities and costs associated with the decommissioning of such assets at the end of their lives. The Group's
estimates. of the cost of decommissioning are reviewed periodically and for producing assets are based on
proven and probable reserves, price levels and decemmissicning technology at the relevant balance sheet
date. For storage assets, the estimated cost of decommissioning is based on the general economic
performance of each asset, including price levels and decommissioning technology at the relevant balance
sheet date. As at 31 December 2014, the Group's decommissioning provision was £3,102 million {as
described on page ‘88 of the annual report of the Issuer for the year ended 81 December 2014). The payment
dates of total expected future decommissioning costs are uncertain ang dependent on the lives of the
facitities, which are also uncertain. '

The decommissioning of such assets is also regulated by law and may require the owners of
installations and pipelines to provide security or enter into decommissioning security agreements. Changss in
law imposed by the Energy Act 2008 may result in increased decommissioning lfabilities since the Secretary
of State is now entitled to make all relevant parties (which may include former owners of such assets) liable
for the decommlssmmng of an installation or pipeline and may require financial information and
decommissioning security at any time during the life of an oil er gas field. This could resuit in increased costs
for owners of installations and pipelines. Decommissioning costs could exceed the Group's estimated costs’
and the Group may be required to provide greater security for decommissioning costs than expected, which
could have a material adverse effect on its business, results of operations and overall financial condition,

The Group's stake in the existing ENGGL nuclear fleet will, following closure of the power stations,
give rise to decommissioning costs. Certain of ENGGL's nuclear liabilities will be paid for from the Nuclear
Liabilities Fund which is underwritten by the UK Government. There is a risk that a breach of minimum
performance standards may result in the creation of disqualified liabilities, which would not be funded by the
Nuclear Liabilities Fund and would fall to ENGGL to discharge.

The Group may fail to execute change programmes

The successful delivery of business change is fundamental to the Group's future success, and
includes organisational, cultural and technical transformation. '

The delivery of certain large change programmes is technically complex. Trying to deliver too much
change could result in a stretch on resources, undermine system Integrity, threaten business continuity, cost
more than originally planned, or take longer than estimated to implement. Change programmes could also
- suffer from quality and safety issues, and planned cost savings, value creation or other benefils may not be
realized and individual products may not be as widely accepted as anticipated.

The Group may fail to provide good quality customer service levels

The delivery of good quality customer service is central to the Group’s business strategy and there is
a risk that customers may switch supplier if they experience unacceptable customer service levels, or if it is
perceived that the Group is failing to maintain service quality. In an environment where price differentials may
narrow, trust and service levels become increasingly important factors for the retention and growth of the
customer base. Any failure to maintain good quality customer service levels or ta improve service levels in
certain parts of the Group's business could have a material adverse effect on the Group's reputation,
business, results of operations, and overall financial condition, as well as subject the Group to the risk of
increased regulatory scrutiny that could, in turn, result in sanctions from relevant authorities.

The Group may fail to identify and execute suifable acquisitions and divestments

The Group’s success in acguiring suitable assets and rebalancing its asset portfolio may be limited
by its ability to execute and finance acquisitions and to divest non-core assets. The Group must Identify
suitable acquisitions and disposals and negotiate acceptable termis and conditions relating thereto. The
Group may face sighificant competition in identifying and acquiring suitable targets from competitors who may
have greater resources or greater familiarity with the market. There can be na assurance that the Group will
be able to dispose of non-core assets at a price that the Group considers to be appropriate, or at all, or that
any disposal will take place in the timeline envisaged by the Group.

There can be no assurance that economic interests taken in businesses or assets will prove to be
goad investments or that any acquired business will successfully integrate into the Group. Failure by the
Group to |dentify, execute, finance or Integrate acquisitions of available assets could also leave the Group
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increasingly exposed to short term movements in UK wholesale gas markets as it produces less gas and
power than it requires to fulfil customer demand. Furthermore, the Group may be required to refinance
indebtedness incurred to fund such acquisitions, in the capital markets or otherwise, and there Is no
guarantee that the Group will be able to do so on favourable terms or at all. Any of these factors could have a
materfal adverse effect on the Group's business, results of operations and overall financiai condition. :

The Group may fall to attract and retain senior maﬁagement, skilled personnel and capabilities

The attraction, development, retention, reputation and succession of senior management and
individuals with key skills are critical factors in the successful execution of the Group’s strategy, and opet:atmn
of the Group’s businesses. This is especially relevant in the highly competitive markets in which the Group
currently or plans to operate and at times when the business is subject to high levels of public scrutiny.
insufficient capability and capacity in high calibre senior management and individuals, or any failure to. make
appropriate succession plans, could compromise achievement of the Group’s strategic objectives and could
have a material adverse effect on its business, resuits of operations and dverall financial condition.

Changes to the Group's siructure, including entry into new markets, could make attracting and
retaining employees with the right capabilities in key roles acress the business more challenging. Employee
engagement may decrease and industrial relations could warsen. This primarily affects areas of the
operational work force in upstream activities, the engineers in British Gas and the staff in Direct Energy
Services, and could also be triggered by changes to employment terms and conditions, changes to pensicn,
and as a response to a wider climate of trade union unrest.

Labour disputes could have an adverse impact on the Group’s business

The Group, and some of the third parties it relies upon, has a significant unionised workfarce. Labour
disputes or unrest, such as strikes, walkouts, claims or other [abour disturbances may disrupt its business. A
significant strike or other labour dispute could impact the Group’s ability to provide upstream operations and
downstream residential and business services In one or more of its key markets and could impact the
customer service offered to residential and business supply customers. Any such disruption to the Group’s
business could negatively impact its reputation and may result in the loss of customers to competitors. The
Group has not taken out any insurance io cover losses due to business disruptions caused by labour issues.
Consequently, Its reputation, financial position and operating results may be adversely affected by labour
unrest.

The Group may be significantly impacted by changing tax laws and tax rates

The Group is subject to tax rates and tax legislation applicable in the markets and Jurisdictions in
which it operates. In particular, the Group pays significantly higher rates of tax in its upstream production
businesses, most notably in the UK, where at 31 December 2014 tax rates varied from 82 per cent. to 81 per
cent. (50 per cent. to 75 per cent. from 1 January 2015, with the upper rate reducing to 67.5 per cent, from 1
January 2016) and in Norway where applicable tax rates are 78 per cent. The Group's upstream production
businesses are typically subject to different tax rates and regimes than those that apply to its downstream
businesses. Consequently, the Group is exposed to changes, both in the general corporate tax regime and
specific tax regimes in relation to upstream production or other business segments. Tax laws, tax rates and
interpretation of legislation and compliance and disclosure requirements, with associated costs and penalties
change regularly.

Following the 2014 Scottish independence referendum, there is'uncertainty on the new p'owérs
(including areas such as fuel poverty and energy efficiency) that will be devolved to Scotland and the resulting
changes, if any, to the tax system In Scotland compared to the rest of the UK. The Organisation for
Economic Co-operation and Development Base Erosion and Profit Shifting Project is expected to generate
changes to tax palicy and systems across many countries, including those where the Group has operations,
in order to mitigate cross-border corporate tax aveidance. A key action, which is dus to be implemented in the
UK, concerns transparency of disclosures. The scope and impact of these changes cannot currently be
assessed, but may be material. Any action by governments to increase tax rates, impose additional taxes,
revise tax legislation or Its Interpretation could have a material adverse effect on the Group’s business, results
of operations and overall financial condition. '

Liquidity risk, including risk relating to margin obligations as a resulit of existing contracts, is inherent
in the Group’s operations

Liguidity risk is the risk that the Group is unable to meet its obligations as they fall due.
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Therlfquidity risk within the Group is increased by the margin cash arrangements contained in certain
wholesale commodity contracts. As the Group is a net purchaser of commodities, this means that it is
generally required to deposit cash as collateral with margin counterparties when wholesale prices fall. Further
collateral tan-be required in times of price or weather volatility and depending on which markets the Group
uses to access for price hedging and for physical supply of commodity. Cash forecasts identifying the liquidity
requirements are produced at least monthly and these are assessed for different scenarics, including the
impact of significant changes in commodity prices or a credit rating downgrade, however, the Group’s ability
to access liguidity during periods of liquidity stress may be constrained as a result of current and future
economic and market conditions. A reduction of the Group’s liquidity could have a materfal adverse effect on
its business, results of operations and overall financial condition.

s
=

A downgrade in the Group’s credit rating may increase its costs of funding and limit its abiiity fo trade
in commodity markets

The Group benefits from its strong credit rating (long-term debt: Baa1 stable outlook (Moody’s), BBB+ stable
outlook (Standard & Poor's); short-term debt: P-2 stable outlook (Moody's), A-2 negative outlook (Standard
& Poor's). Moody's confirmed Centrica’s ratings on 19 March 2015 and Standard & Poor's confirmed
Centrica's ratings oh 6 August 2015. Any detericration in the Group's credit ratings may increass its costs of
funding or otherwise affect its ability to obtain credit from counterparties. The Group may also need to
increase its levels of margin or other security in its wholesale commodity contracts or face limits on its ability
to trade in commeodity markets and to Implement it. cedging strategy. The Group would also need to
increase its securily for decommissioning of assets. Any of these factors could have a material adverse
effect on the Group’s business, results of operations and overall financial condition. :

The Group has funding risks relating fo its defined benefit pension schemes

The Group maintains a variety of pension schemes, including defined benefit schemes. The aim of
the Company and pension scheme trustees (as set out in each scheme’s Statement of Funding Principles) is
to meet the defined benefit liabilities with a portfolio of investments. The associated risks therefore relate to
interest rates, inflation, refurns on assets and the longevity of scheme members; the mismatch between asset
and liability value movements is a consequence of targeting higher returns than those available from assets
effectively matching the [iabilities. The defined benefit schemes’ investment portfolios contain a high
propartion of assets that are expected to provide a better return in the long term than alternative investments
such as bonds; however, in the short term, the difference between the value of liabilities and assets may vary
_ significantly, potentially resulting in a deficit having to be recognised on the Group’s balarice sheet, alongside

an increase in the P&L expense and the funding requirements (cash and possibly contingent assets). The
current business environment, with changing long-term interest and inflation rates, long-term gilt yields,
corporate bond yields, equity values and credit spreads could also potentially result in a large deficit having to
be recognised. A material weakening of the Group’s credit rating could result in higher pension contributions.
Furthermore, a quicker than expecied increase in life expectancy and/or employee pensionable salaries
increasing above the rates assumed in the previous scheme valuation could be expected to increase the
defined benefit liabilities. Further changes in the accounting standards relating to defined benefit pension
liabilities could also lead to increasing deficits arising in the Group's pension schemes. The pension schemes
in the UK are subject to triennial actuésial valuations — the next being due towards the end of 2015 based on
assumptions as at 31 March 2015. If these valuations identify that the pension schemes are in deficit, this
coufd, subject to agreement between the Company and the pension scheme trustees, result in additicnal
deficit repair contributions being required, further changes to members’ benefits (such as the cap on
increases in pensionable pay) or possibly the Group offering more contingent assets or asset backed
contributions as further security. Any requirement to make significant immediate cash contributions into one
- or more of the Group's defined benefit schemes to cover any such deficits could have a material adverse
effect on the Group’s business, results of operations, and overall financial condition.

Unanticipated actions -by the pension regulators in relevant jurisdictions to the Group and/or any
material revisions to existing pensions legislation could require accelerated and increased contributions to the
Group’s pension schemes before, or concurrently with, any increased return to shareholders beyond the
normal dividend, which may restrict the Group's financial flexibility. The pension scheme trustees could also
seek accelerated and increased contributions in the event of the Group planning to make material disposals,
execute a share buyback programme or take on more leverage through acquisitions or investment, which
may restrict the Group's ability to carry out such transactions or investments. This could therefore have a
. material adverse effect on the Group’s business, results of operations and overail financial condition.
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The Group’s business may be affected by the default of counterpartles In respect of monies owed o
the Group :

As a conseguence of Its normal operations, the Group often has significant amonts owed to it by its
energy and other counterparties. In addition, the Group often holds large cash balances on deposit with
financial institutions. There is a risk of a counterparty default, which may, among other things, reduce the
" Group's cash flows. The Group’s policy to limit counterparty exposures by setting credit limits for each
counterparty, where possible by reference to published credit ratings, cannot eliminate such exposure or’
absolutely mitigate such risk, and such a counterparty default may have a material adverse effect on the
Group's business, results of operations and overall financial condition: The Group may also, from timesto
time, be owed amounts by its refail and wholesale customers. A significant number of defaults could also
adversely affect the Group’s business, resuits of operations and financial condition.

The Group is exposed to currency fluctuations

The Group has operational exposure in U.S. and Canadian doliars, Norwegian Krone, euros and
Trinidadian dollars. Operational and capital expenditure cash flows may also be in currencies other than
Sterling, the Group's reporting currency. The Group's profitability may be adversely affected if the results and
cash flows associated with these international operations fall or cash outflows rise because of currency
“fluctuations against Sterling.

It is the Group's policy to use hedging instruments to manage the impact of currency fluctuations. To
the extent that any of the Group's potential exposure remains unhedged, or such hedging is ineffective, the
value of its investments may be affected by fluctuations in currency. Adverse movements in currency rates
may have a materlal adverse effect on the Group’s business, results of operations and overall financial
condition.

The Group is exposed to interest rate fluctuations

The Group is exposed to movements in interest rates, which affect the amount of interest paid on
borrowings and the return on its cash investments. If interest rates were to increase, the amount of interest
paid on floating rate borrowings would increase, as would the cost of funding investments. The Group uses
derivative financial instruments, such as interest rate swaps, to manage interest rate risk on long-term
borrowings. To the extent that any of the Group’s interest rate exposure remains unhedged, or such hedging
is ineffective, adverse movements In interest rates could have a material adverse effect on the Group’s
business, results of operations and overall financial condition.

FACTORS WHICH ARE MATERIAL FOR THE PURPOSE OF ASSESSING THE MARKET RISKS
ASSOCIATED WITH NOTES ISSUED UNDER THE PROGRAMME

Risks related to the structure of a particular issue of Notes

A wide range of Notes may be issued under the Programme. A number of these Notes may have
features, which contain particular risks for potential investors. Set out below is a description of the most
common such features:

If the Issuer has the right to redeem any Notes at its optlon, this may limit the market value of the Nofes
coneerned and an investor may not be able to reinvest the redemption proceeds in a manner, which achieves
a similar effective refurn

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

The Issuer may be expected to redeem Notes when its cost of borrowing is lower than the interest
rate on the Notes. At those fimes, an fnvestor generally would not be able to reinvest the redemption
proceeds at an effective interest rate as high as the interest rate an the Notes being redeemed and may only
be able to do so at a significantly lower rate. Potential investors should consider reinvestment risk in light of
other investments available at that time. '

If the Issuer has the right to convert the interest rate on any Notes from a fixed rate to a floating rate, or vice
versa, this may affect the secondary market and the market value of the Notes concerned

Fixed/Floating Rate Notes are Notes, which may bear interest at a rate that converts from a fixed
rate to a floating rate, or from a floating rate to a fixed rate. Where the Issuer has a right to effect such a
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conversion, this will affect the secondary market and the market value of the Notes since the Issuer may be
expected to convert the rate when it is likely to produce a lower overall cost of borrowing. If the Issuer
converts from a fixed rate to a floating rate in. such circumstances, the spread on the Fixed/Floating Rate
Notes may be fess favourable than then prevailing spreads on comparable Floating Rate Notes tied to the
same reference rate. In addition, the new ficating rate at any time may be lower than the rates on other
Notes. If the Issuer converts from a floating rate to a fixed rate in such circumstances, the fixed rate may be
lower than then prevailing market rates,

Notes that are issued at a substantial discount or premium may experience grice volatility in response fo
changes in market inferest rates

The market values of securities issued at a substantial discount (such as Zero Coupon Notes) or
premium to their principal amount tend to fluctuate more in relation to general changes in interest rates than
prices for more conventional interest-bearing securities. Generally, the longer the remaining term of such
securlties, the greater the price volatility as compared to more conventicnal interest-bearing securities with
comparable maturities.

Risks related to Notes generally

Set out below is a brief description of certain risks relating to the Notes generally:

The terms and conditions of the Nolas contain provisions, which may permit their modification without the
consent of all investors and confer significant discretions on the Trustee, which may be exercised without the
consent of the Noteholders and without regard fo the individual interests of particular Noteholders

The terms and conditions of the Neotes contain provisions for calling meetings of Noteholders to
consider matters affecting their interests generally. These provisions permit defined majorities to bind alf
Noteholders including Noteholders who did not atiend and vote at the relevant meeting and Noteholders who
voted in a manner contrary to the majority.

The terms and conditions of the Netes also provide that the Trustee may, without the consent of
Noteholders and without regard to the interests of particular Noteholders, agree to (i) any madification of, or to
the waiver or authorisation of any breach or proposed breach of, any of the provisions of the Notes or (Il)
determine without the consent of the Noteholders that any Event of Default or potential Event of Default shall
not be {reated as such or (iii) the substitution of any successor in business to the Issuer or of a Subsidiary
either of the Issuer or any successor in business to the Issuer as principal debtor under any Notes in place of
the Issuer or any successor in business to the Issuer, in the circumstances descnbed in Conditicns 15 and 16
of the terms and conditions of the Notes.

The Notes may be subject fo withholding taxes in circumstances where the Issuer is not obliged to make
gross up payments and this would result in holders recelving less nterest than expected and cou.’d
significantly adversely affect their return on the Notes

Withholding under the EU Savings Directive

Under Council Directive 2003/48/EC (the Savings Directive) on the taxatlon of savings inrcome, EU
Member States are required to provide to the tax authorities of another EU Member State details of payments
of interest {or similar income} paid by a person established within its jurisdiction to (or secured by such a
person for the benefit of) an individual resident in that other EU Member State or to {or secured for) certain
limited types of entities established in that other EU Member State. However, for a transitionat period, Austria
is instead required (unless during that perlod it elects otherwise) to operate a withholding system in relation to
such payments (the ending of such transitional period being dependent upon the conclusion of certain other
agreements relating to information exchange with certain other countriés and subject to a procedure whereby,
on meeting certain conditions, the beneficial owner of the interest or other income may request that no tax be
withheld). A number of non-EU countries and territories including Switzerland have adopted similar measures
to the Savings Directive (a withholding system in the case of Switzerland).

The Council of the European Union has adopted a Directive (the Amending Savings Directive)
which would, when implemented, amend and broaden the scope of the requirements of the Savings Directive
described above. The Amending Savings Directive will expand the range of payments covered by the Savings
Directive, In particular to include additional types of income payable on securities, and the circumstances in
which payments must be reported or paid subject to withholding. For example, payments made-to (or for the
benefit of) (i) an entity or legal arrangement effectively managed in an EU Member State that is not subject to
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effective taxation, or (il} a person, entity or legal arrangement established or effectively managed outside of
the EU (and outside any third country or territory that has adopted similar measures te the Savings Directive)
which indirectly benefit an individual resident in an EU Member State, may fall within the scope of the Savings
Directive, as amended. The Amending Savings Directive requires EU Member States to adopt national
legislation necessary to comply with it by 1 January 2016, which legislation must apply from 1 January 2017.

The European Commission has published a proposal for a Council Directive repealing the Savings
Directive from 1 January 2016 {1 January 2017 in the case of Austrla) (in each case subject to transitional
agreements). The proposal also indicates that, if it is adopted, EU Member States will not be required to_
implement the Amending Savings Directive. * *

If a payment is made or collected through Austria and an amount of, or in respect of, tax Is withheld
from that payment pursuant to the Savings Directive (as amended from time to time) or any law implementing
or complying with, or introduced in order to conform to such Directive, neither the lssuer nor any Paying
Agent (as defined in “Terms and Conditions of the Nofes”) nor any other person will be obliged to pay
additional amounts with respect to any Note as a result of the imposition of such withholding tax.

Furthermore, if the Savings Directive is not repealed and the Amending Savings Directive is
implemented and takes effect in EU Member States, such withholding may occur in a wider range of
circumstances than at present, as explained above. The Issuer is required to maintain a Paying Agent in an
EU Member State that will not be obliged to withhold or deduct tax pursuant to the Savings Directive (&3
amended from time to time) or any law implementing or complying with, or introducec nto
such Directive, which may mitigate an element of this risk If the Noteholder is able to arrange for payment
through such a Paying Agent. Howaver, investors should choose their custodians and intermediaries with
. care, and provide each custodian and intermediary with any information that may be necessary to enable

such parsons o make payments free from withholding and In compliance with the Savings Directive, as
amended. :

Invesiors who are in any doubt as to their position should consult their professional advisers.

The value of the.Notes could be adversely affected by a change in English law or administrative practice

The tertns and conditions of the Notes arg based on English [aw in effect as at the date of this Base
Prospectus. No assurance can be given as to the impact of any possible judicial d=-ision ar change to
English law or administrative practice after the date of this Base Prospectus and any such change couid
materially adversely impact the value of any Notes aifeeted by it.

Investors who purchase Notes in denominations that are not an integral muftiple of the Specified
DRenomination may be adversely affected if definitive Notes are subsequently required o be issued

In refation to any issue of Notes, which have denominations consisting of a minimum Specified
Dencmination, plus one or mere higher integral multiples: ef another smaller amount, it is possible that such
Notes may be traded in amounts that are not integral multiples of such minimum Specified Denomination. In
such a case a holder who, as a result of trading such amounts, holds an amount which is less than the
_minimum Specifled Denominaticn in its account with the relevant clearing system at the relevant time may not
receive a definitive Note in respect of such holding (should definitive Notes be printed) and would need to
purchase a principal amount of Notes such that its holding amounts te a Specifisd Denamination,

If such Notes in definitive form are issued, hoiders should be aware that definitivé Notes, which have
a denomination, that is not an integral multiple of the minimum Specified Denomination may be illiquid and
difficult to trads.

Risks related to the market generally

Set out below is a brief description of the principal market tisks, including liquidity risk, exchange rate
risk, interest rate risk and credit risk:

An active secondary market in respect of the Notes may never be established or may be Hliquid and this
would adversely affect the value at which an investor could sell its Notes

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

If an investor holds Notes, which are not denominated in the investor's home currency, it will be exposed to
movements in exchange rates adversely affecting the value of its holding. In addition, the imposition of
exchange controls in relation to any Notes could result in an investor not receiving payments on those Notes

The fssuer will pay principal and interest on the Notes in the Specified Currency. This presents
certain risks relating to currency conversions if an investor's financial activities are denominated principally In
a currency or currency unit (the Investor's Currency) other than the Specified Cyrrency. These include the
risk that exchange rates may significantly change (including changes due to devaluation of the Specified
Currency or revaluation of the Investor's Gurrency} and the risk that authorities with jurisdiction over the
Investor's Currency may impose or modify exchange controls. An appreciation In the value of the Investor's
Currency relative to the Specified Currency would decrease (1) the Investor's Currency equilvalent yield on
the Notes, (2) the Investor's Currency equivalent value of the principal payable on the Notes and (3) the
Investor's Currency equivalent market value of the Notes.

Government and monefary authorities may impose (as some have done in the past) exchange
controls that could adversely affect an applicable exchange rate or the ability of the Issuer to make payments
in respect of the Notes. As a result, investors may receive less interest or principal than expected, or no
interest or principal. s

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

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

Cradit ratings assigned to the Issuer or any Nofes may not reflact all the risks associated with an investment
in those Notes : ’

One or more independent credit rating agencies may assign credit ratings to the Issuer or the Notes.
The ratings may not reflect the potential impact of all risks related to structure, market, additional factors
discussed above, and other factors that may affect the value of the Notes, A credit rating is not a
recommendation to buy, sell or hold securities and may be revised, suspended or withdrawn by its assigning
rating agency at any time.

In general, European regulated investors are restricted under the CRA Regulatioh from using credit
ratings for regulatory purpases, unless such ratings are issued by a credit rating agency established in the EU
and registered under the CRA Regulation {and such registration has not been withdrawn or suspended),
subject to transitional provisions that apply in certain circumstances whilst the registration application is
pending. Such general restriction will also apply in the case of credit ratings issued by non-EU credit rating .
agencies, unless the relevant credit ratings are endorsed by an EU-registered cradit rating agency or the
relevant non-EU rating agency is certified in accordance with the CRA Regulation (and such, endorsement
action or certification, as the case may be, has not been withdrawn or suspended). The list of registered and
certified rating agencles published by the ESMA on its website in accordance with the CRA Regulation is not
conclusive evidence of the status of the relevant rating agency Included in such list, as there may be delays
between certaln supervisory measures being taken against a relevant rating agency and the publication of the
updated ESMA list. Certain information with respect to the credit rating agencies and ratings is set out on the
caver of this Base Prospecius.
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DOCUMENTS INCORPORATED BY REFERENCE

The following documents which have previously been published or are published simultaneously

with this Base Prospectus and have been filed with the Financial Conduct Authority shall be incorporated in
and form part of, this Base Prospectus:

(a)

(b)

(c)

{d)

the auditor's report and audited consolidated and non-consoclidated annual financial statements of
the Issuer for the financial year ended 31 December 2014 which appear on pages 85 to 173 of the
annual report for the year ended 31 December 2014, including the information set out at the
following pages, in particular: :

Independent Auditors' Report to members of Centrica ple Pages 85 to 80

Group Income Statement Page 92

Group Statement of Comprehensive Income Page 93

Group Statement of Changes in Equity Page 93

Group Balance Sheet Page 94

Group Cash Flow Statement Page 95

Notes to the Financial Statements ' Pages 96 to 165
Company Balance Shest : _ Page 166

Notes to the Company Financial Statements Pages 167 - 173

the auditors’ report and audited consolidated and non-consolidated annual financial statements of
the Issuer for the financial year ended 31 December 2013 which appear on pages 83 o 166 of the
annual report for the year ended 31 December 2013, including the information set out at the
following pages, in particular:

independent Auditors’ Report to members of Centrica plc Pages 83 to 86

Group Income Statement Page 88

Group Statement of Comprehensive Incoma ] . Page 89

Group Statement of Changes in Equity Page 89

Group Balance Shest i Page 90

Group Cash Flow Statement Page 91

Notes to the Financial Statements Pages 92 to 159
Company Balance Sheat Page 160

Notes to the Company Financial Statements Pages 161 to 166

the independent review report and unaudited interim financial statements of the Issuer included on
pages 25 to 50 of the unaudited interim results for the six month period ended 30 June 2015; and

the Terms and Conditions of the Notes contained in the Base Prospectus dated 26 September 2014
{pages 39 to 64), Base Prospectus dated 26 September 2013 (pages 38 to 63), Base Prospectus
dated 26 September, 2012 (pages 33 to 57), the Base Prospectus dated 27 September, 2011
{pages 38 to 59), the Base Prospectus dated 30 September, 2010 (pages 36 to 57), the Base
Prospectus dated 28 August, 2009 (pages 35 to 56), the Base Prospectus dated 26 September,
2008 (pages 33 to 54), the Base Prospectus dated 28 September, 2007 (pages 32 to 53), the Base
Prospectus dated 29 September, 2008 (pages 30 to 50), the Base Prospectus dated 8 November,
2005 {pages 30 to 50), the Offering Circular dated 1 October, 2002 (pages 18 to 39) and the Offering
Circular. dated 7 September, 2001 (pages 19 toc 40), in each case prepared by the lssuer in
connection with the Programme.

Following the publication of this Base Prospectus a supplement may be prepared by the Issuer and

approved by the UK Listing Authority in accordance with Article 16 of the Prospectus Directive. Statements
contained in any such supplement (or contained in any document incorporated by reference therein) shall to
the extent applicable (whether expressly, by implication or otherwise) be deemed to modify or supersede
statements contained in this Base Prospectus or in a document which is ingorporated by reference in this
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Base Prospectus. Any statement so modified or superseded shall not, except as so modified or superseded,
constitute a part of this' Base Prospectus.

Copies of documents incorporated by reference in this Base Prospectus can be obtained from the
registered office of the Issuer and from the specified office of the Paying Agent for the time being in London,
Documents may also be viewed elactronically and free of charge at
http:/fwrw.londonstockexchange.com/exchange/news/market-news/market-news-home.html.

Any non-incorporated parts of a document referred to herein are either not relevant for an investor or
are covered elsewhers in this Base Prospectus.

Any documents themselves incorporated by reference In the documents incorporated by reference in
this Base Prospectus shail not form part of this Base Prospectus.

The Issuer will, in the event of any significant new factor, material mistake or inaccuracy relating fo
Information included in this Base Prospectus which Is capable of affecting the assessment of any Notes,
prepare a supplement to this Base Prospectus or publish a new Base Prospectus for use in connection with
any subsequent issue of Notes. ‘ ’

The Issuer has undertaken to the Dealers in the Programme Agreement (as defined in "Subscription
and Sale” helow) that it will comply with section 87G of the Financial Services and Markets Act 2000,

" Any Notes issued under the Programme on or after the date of this Base Prospectus are issued
subject to the provisions herein, This does not affect any Notes issued prior to the date of this Base
Prospectus.
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FORM OF THE NOTES

BEARER NOTES

Initial Issue ;

Each Tranché of Bearer Notes (including Exchangeable Bearer Notes) will initially be issued in the
form of a temporary global note {a Temporary Global Nots) ar, if so specified in the appllcable Final Terms,
a permanert global note (a Permanent Global Note and together with a Temporary Global Note, the Global
Notes, each a Global Note) which, in either case, will: v

{i) If the Global Notes are intended to be issued in new global note (NGN) form, as stated in the
applicable Final Terms, be delivered on or prior to the original issue date of the Tranche to a
common safekeeper (the Common Safekeeper) for Euroclear Bank SA/NV (Euroclear} and
Clearstream Banking S.A. (Clearstream, Luxembourg); and

(i if the Global Notes are not intended to be issued in NGN form, as stated in the applicable Final
Terms, be delivered on or prior to the original issue date of the Tranche to a common depositary (the
Common Depositary) for Euroclear and Clearstream, Luxembourg..

Where the Global Notes issusd in respect of any Tranche are in NGN form, Euroclear and
Clearstream, Luxembourg will be notified as to whether or not such Global Notes are Intended fo be held In a
manner which would allow Eurosystem eligibility. Any indication that the Global Notes are sc to be held does
not necassarily mean that the Notes of the relevant Tranche will be recognised as eligible collateral for
Eurosystem monetary policy and Intra-day credit operations by the Eurosystem either upon issue or at any
times during their life as such recognition depends upon satisfaction of the Eurosystem eligibility criteria. The
Common Safekeeper for NGNs will either be Euroclear or Clearstream, Luxembourg or another entity
approved by Euroclear and Clearstream, Luxembourg.

Upon deposit of the Temporary Global Note(s) with the Common Safekeeper or the Common
Depositary, as the case may be, Euroclear or Clearstream, Luxembourg will credit each subscriber with a
nominal amount of Notes equal to the nominal amount thereof for which it has subscribed. Depositing the
Globai Notes with the Common Safokeeper does not necessarily mean that the Notes will be recognised as
eligible collateral for Eurosystem monetary policy and intra-day credit operations by the Eurosystem either
upon isstie, or at any or all times during their lifs. Such recognition will depend upan satisfaction of the
Eurasystem eligibility criteria.

Whilst any Note is represented by a Temporary Global Note, payments of principal, interest (if any)
and any other amount payable in respect of the Notes due prior to the Exchange Date (as defined below) will
be made (against presentation of the Temporary Global Note if the Temporary Global Note is not intended to
be issued in NGN form) only to the extent that certification (in a form to be provided) to the effect that the
beneficial owners of interests in the Temporary Global Note are not U.S. persons or persons who have
purchased for resale to any U.S. person, as required by U.S. Treasury regutations, has been received by
Euroclear and/or Clearstream, Luxembourg and Euroclear and/or Clearstream, Luxembourg, as applicable,
has given a like certification (based on the certifications it has received) to the Principal Paying Agent.

Any reference herein to Euroclear and/or Clearstream', Luxembourg shall, whenever the context so
permits, be deemed to include a reference to any additional ar alternative clearing system specified in the
applicable Final Terms.

Relationship of Accountholders with Clearing Systems

Each of the persons shown in the records of Euroclear and/or Clearstream, Luxembourg as the
holder of a Note represented by a Global Note must look solely to Euroclear and/or Clearstream, Luxembourg
for its share of each payment made by the Issuer to the bearer of such Global Note and in relation to all other
rights arising under the Global Notes, subject to and in accordance with the respective rules and procedures
of Euroclear and/ar Glearstream, Luxembourg. Such persens shall have no claim directly against the Issuer in
respect of payments due on the Notes for so leng as the Notes are represented by such Global Note and
such obligations of the Issuer will be discharged by payment to the bearer of such Global Note in respect of
‘each amount so paid. ‘
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Exchange

Temporary Global Notes

Each Temporary Global Note will be exchangeable (free of charge to the holder) on or after the '
Exchange Date either:

(i) if the applicable Final Terms indicates that such Glabal Note is issued in compliance with the C -
Rules or in a transaction to which TEFRA is not applicable, in whole, but not in part, for definitive
Bearer Notes; or

(i} otherwise, in whole or in part upon certification as to non-U.S. beneficlal ownerghlp {in a form to be
provided) for interests in a Permanent Global Note ar, if so provided in the applicable Final Terms,
for definitive Bearer Notes or, if the Temporary Global Note is also an Exchangeable Bearer Note, -
certificated Registered Notes. ‘

Permanent Global Notes

Each Permanent Global Note will be exchangeable {free of charge to the holder) on or after the
Exchange Date in whole but not, except as provided under “Partial Exchange of Permanent Giobal Notes”
helow, in part for:

(a}) definitive Bearer Notes with, where applicable, interest coupons and talons attached either:

(i only upon the occurrence of an Exchange Event; for these purposes, Exchange Event
means that {I) an Event of Default {as defined in Condition 10) has occurred and is
continuing or (i) if the Permanent Global Note is held on behalf of Euroclear and
Clearstream, Luxembourg, the Issuer has been nofified that both Euroclear and
Clearstream, Luxembourg have been closed for business for a continuous period of 14
days (other than by ‘reason of holiday, statutory or otherwise) or have announced an

" intention permanently to cease business or have in fact done so and no successor clearing
system is availabie. The Issuer will promptly give notice to Noteholders in accordance with
Condition 14 if an Exchange Event occurs. In the event of the occurrence of an Exchange
Event, Euroclear and/or Clearstream, Luxembourg (acting on the instructions of any holder
of an interest in such Permanent Global Note) may give notice to the Principal Paying
Agent requesting exchange; or :

(||) at any time at the Issuer's request; or

(b) if the Permanent Global Note is an Exchangeable Bearer Note, certificated Reg:stered Notes upon
the holder of an interest in such Permanent Global Note giving notice fo the Principal Paying Agent
of it_s election to ethange the whole of such Global Note for certificated Registered Notes.

Payments of principal, interest (if any) or any other amounts on a Permanent Global Note will be
made through Euroclear andfor Clearstream, Luxembourg {against presentation or surrender (as the case
may be) of the Permanent Global Note if the Permanent Global Note is not intended to be issued in NGN
form) without any requirement for certification. :

The exchange of a Permanent Global Note for definitive Bearer Notes upon notice from Euroclear
and/or Clearstream (acting on the instructions of any Noteholder) or at any time at the request of the Issuer
should not be expressed to be applicable in the applicable Final Terms if the Notes are issued with a
minimum Specified Denomination such as €100,000 (or its equivalent in another currency) plus one or more
higher integral multiples of another smaller amount such as €1,000 (or its equivalent in another currency).
Furthermore, such Specified Denomination construction is not permitted in relation to any Issue of Notes
which is to be represented on issue by & Temporary Global Note exchangeable for definitive Bearer Notes.

Partial Exchange of Permanent Giobal Notes

For so long as a Permanent Global Note is held on behalf of a clearing system and the rules of that
clearing system permit, if the Permanent Global Note is an Exchangeable Bearer Note, the Permanent Global
Note will be exchangeable (free of charge to the holder) on or after the Exchange Date in part on one or more
occasions for certificated Registered Notes upon the holder of an interest in such Permanent Global Note
giving notice to the Principal Paying Agent of its election to exchange a part of such Global Note for
cerlificated Registered Notes.
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Exchange Date means, In relation to a Temporary Global Note, the day falling after the expiry of 40
days after its issue date and, in relation to a Permanent Global Note, a day falling not less than 60 days, orin
the case of an exchange for certificated Registered Notes five days, after that on which notice requiring
“exchange is given and on which banks are open for business in the city in which the specified office of the
Principal Paying Agent is located and in the city in which the relevant clearing system Is located.

Legend

The faliowing legend wili appear on all Bearer Notes which have an original maturity of more than
one year and on all interest coupons relating to such Notes:

“ANY UNITED STATES PERSON WHO HOLDS THIS OBLIGATION WILL BE SUBJECT TO
LIMITATIONS UNDER THE UNITED STATES INCOME TAX LAWS, INCLUDING THE
LIMITATIONS PROVIDED IN SECTIONS 165()) AND 1287(a) OF THE INTERNAL REVENUE
CODE."

The sections referred to provide that United States holders, with certain exceptions, will not be
entitled to deduct any loss on Notes ar interest coupons and will not be entitied to capital gains treatment in
respect of any gain on any sale, disposition, redemption or payment of principal In respect of such Notes or
interest coupons. :

Transfers

Notes which are represented by a Global Note will only be transferable in accordance with the rules
and procedures for the time being of Euroclear or Clearstream, Luxembourg, as the case may be.

REGISTERED NOTES

Initial Issue
Each Tranche of Registered Notes will Initially be issued in either:

(i uncertificated form (uncertificated Registered Notes), comprising Registered Notes which are for
the time being uncertificated units of a security In accordance with the Uncertificated Securities
Regulations 2001 (as amended from time to time); or

(i) certificated form (certificated Registered Notes).

Uncertificated Registered Notes will initially be credited to the subscribers’ CREST accounts on the
issue date thereof upon certification as to non-U.S. beneficial ownership.

Cerlificated Registered Notes will be represented by registered certificates (Certificates) and will
initially be delivered to the subscribers thersof upon certification as to non-U.S. beneficial ownership. Each
Certificate shall represent the entire holding of certificated Registered Netes of each Serles by the same
holder.

Certificates will, on issue, be delivered to the subscribers thersof upon certification as to non-U.S.
beneficial ownership.

Transfers

Title to Registered Notes will pass upon registration in the register (the Register) which the Jssuer
shall procure to be kept by the Registrar in accordance with the provisions of the Agency Agreement, unless
applicable law provides otherwise or provides for additional formalities for transfer of title.

Electronic Consent and Written Resolution

While any Global Note is held on behalf of, or any Registered Note is registered in the name of any
nominee for, & clearing system, then:

(i approval of a resolution proposed by the Issuer or the Trustee (as the case may be) given by way of
electronic consents communicated through the electronic communications systems of the relevant
clearing system(s) in aceordance with their operating rules and procedures by or en behalf of the
holders of not less than 75 per cent. in nominal amount of the Notes outstanding (an Electronic
Consent as defined in the Trust Deed) shall, for all purposes, take effect as an Extracrdinary
Resolution passed at a meeting of Noteholders duly convened and held, and shall be binding on all
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(i)

Notehoiders and holders of Coupons and Talons whether or not they participated in such Electronic
Consent; and

where Electronic Consent is not being sought, for the purpose of determining whether a Written
Resolution (as defined in the Trust Deed) has been validly passed, the Issuer and the Trustee shall
be entitled to rely on consent or instructions given in writing directly to the Issuer and/or the Trustee,
as the case may be, by (a} accountholders in the clearing system with entitlements to such Global
Note or Registered Nate and/or, where (b) the accountholders hold any such entitiement on behalf of
another person, on written consent from or written instruction by the person identified by that
accountholder as the persdn for whom such entitlement is held. For the purpose of establishing the
entitlement to give any sueh consent or instruction, the Issuer and the Trustee shall be entitled to
rely on any certificate or other document issued by, in the case of (a) above, Euroclear, Clearstream,
Luxembourg or any cther relevant alternative clearing system fthe relevant clearing system) and,
in the case of (b) above, the relevant clearing system and the accountholder identified by the
relevant clearing system for the purposes of (b) above. Any resolution passed in such manner shall’
be binding on all Noteholders and Couponholders, even if the relevant consent or instruction proves
to be defective. Any such certificate or other document may comprise any form of statement or print
out of electronic records provided by the relevant clearing system (including Euroclears EUCLID or
Clearstream, Luxembourg’s CreationOnline system) in accordance with its usual procedures and in
which the accauntholder of a particular principal or nominal amount of the Notes is clearly identified
together with the amount of such holding. Neither the Issuer nor the Trustee shall be liable to any
person by reason of having accepted as valid or not having rejected any certificate or other
document to such effect purporting to be issued by any such person and subsequently found to be
forged or not authentic,
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APPLICABLE FINAL TERMS

Set out below is the form of Final Terms which will be completed for each Tranche of Notes issued under the
Programmae.

[Date] _ CENTRICA PLC
Issue of [Currency] [Aggregate Nominal Amount of Tranche] [Title of Notes] due [ ]
under the U.S.$10,000,000,000
Euro Medium Term Note Programme

PART A — CONTRACTUAL,TERMS

Terms used herein shall be deemed to be defined as such for the purposes of the Terms and
Conditions set forth in the Base Prospectus dated 25 September 2015 [and the supplement(s] to it dated
[date] [and [date]] which [together] constitute[s] a base prospectus (the Base Prospectus) for the purposes of
Directive 2003/71/EC. This document constitutes the Final Terms of the Notes described herein for the
purposes of Article 5.4 of the Prospectus Directive and must be read in conjunction with the Base Prospectus.
Full information on the Issuer and the offer of the Notes is only available on the basfs of the combination of
these Final Terms and the Base Prospectus. The Base Prospectus has been published via the regulatory
news service maintained by the London Stock Exchange
(www.fondonstockexchange.com/exchange/news/market-news/market-news-frome. htmf}.

fTerms used herein shall be desmed to be defined as such for the purposes of the Terms and
Conditions (the Terms and Conditions) set forth in the [Offering Circular/Base Prospectus] dated [original
date] and incorporated by reference in the Base Prospectus dated 25 September 2015. This document
constitutes the Final Terms of the Notes described herein for the purposes of Atticle 5.4 of Directive
2003/71/EC and must be read in conjunction with the Base Prospectus dated 25 September 2015 [and the
supplement[s] to it dated [date] [and [date]] which [together] constitute[s] a base prospectus for the purposes
of the Prospectus Directive (the Base Prospectus) including the Terms and Conditions Incorporated by
reference in the Base Prospectus. Full information on the lssuer and the offer of the Notes is only available on
the basis of the combination of these Final Terms and the Base Prospectus. The Base Prospectus has been
published  via the regulatory news service maintained by the London Stock - Exchange
(www.londonstockexchange.com/exchange/news/markel-news/market-ngws-home. hti) |

1. Issuer: Centrica ple
2. (i) Series Number: . [ ]
(i) - Tranche Number: [ ]
(iii) Date on which the Notes will be [The Notes will be consolidated and form a
consolidated and form a single Series:  single Series with [ ] on [the lssue

Date/exchange of the Temporary Global Note
for interests in the Permanent Global Note, as
referred to in paragraph 22 below, which is

expected to occur on or about [ 1/[Not
Applicable]
3. Specified Currency or Currencies: f ‘]
4. ' Aggregate Nominal Amount:
() Serles: [ ]
(N Tranche: [ 1
5. () 'Issue Price: [ ] per cent. of the Aggregate Nominal
Amount [plus accrued interest from [ 1
8. (i) Specified Denomination(s): [ 1
(il Calculation Amount: [ ]
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10.
11.

12.

() Issue Date [and Interest
Commencement Date]:

(i)~ Interest Commencemeht Date (if
different from the lssue Date):

Maturity Date:

Interest Basis:

Change of Interest Basis:

Put/Call Options:

[Date [Board] approval for issuance of Notes
cbtained:

[ . Jlssue Date/Not Applicable]

I Jnterest Payment Date falling in or
nearest fo [ 1 :

il I per cent. Fixed Rate]

[[Referance Rate] +i- | ] per cent.

Floating Rate]

[Zero Coupon]

{further particulars specified below)
i) ]/Not Applicable]

[General Investor Put]

[Change of Control Investor Put]
[lssuer Call]

[(further particulars specified below)]

[ 1

PROVISIONS RELATING TO INTEREST {IF ANY) PAYABLE

13.

14.

Fixed Rate Note Provisions

(i} Rate(s) of Interest:

(i) Interest Payment Date(s):

(iii} Fixed Coupon Amount(s}):

(iv) Broken Amount(s):

V) Day Count Fraction:

~{vi) Determination Date(s):

Floating Rate Note Provisions

{i) Specified Period(s)/Specified Interest
Payment Dates:

(i) - Business Day Convention:

(lii Additional Business Centre(s):

(iv) Manner in which the Rate of Interest
and Interest Amount is to be
determined:

35

[Applicable/Not Applicable]
[ 1 per cent. per annum payable
in arrear on each Interest Payrnent Date

| } in each year up to and including the
Maturity Date]

[ ] per Calculation Amount

[r ] per Calculation Amount, payable on
the Interest Payment Date falling [infon] [ 1]
[Not Applicable]

[30/360] [Actual/Actual (ICMA)]
1 ]in each year] [Not Applicable] .
[Applicable/Not Applicable]

[Floating Rate Convention/Following Business
Day Convention/Modified Following Business
Day Convention/Preceding Business Day
Convention]

[ ]

[Screen Rate Determination/ISDA
Determination]




15.

(vi)

(vil)

(viii)

(ix)

x)
(i)

(i)

Party respensibie for calculating the
Rate of Interest and Interest Amount
(if not the Principal Paying Agent):

Screen Rate Determination:

Reference Rate:

Interest Determination
Date(s):

Relevant Screen Page:

ISDA Determiration:
Floating Rate Option:
Designated Maturity:
Reset Date:
Margin(s}):

Linear Interpolation:

Minimum Rate of Interest:
Maximum Rate of Interest:

Day Count Fraction:

Zero Coupon Nate Pravigions

(1)
{it)
(i)

Accrual Yield:
Reference Price:

Day Count Fraction in relation to Early

" Redemption Amounts:

PROVISIONS RELATING TO REDEMPTION

16.

17.

Notice pariods for Condition 7(b):

Issuer Call;

Optional Redemption Date(s):

Optionatl Redemption Amount and
methad, if any, of calculation of such
amount(s):

Reference Bond:
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[ ]

Reference Rate: [ ] month
[LIBOR/EURIBOR]

[,

F]
EH

[+ ] per cent. per annum

[Not Applicable/Applicable — the Rate of
Interest for the [long/short] [first/last] Interest
Pericd shall be calculated using Linear
Interpolation] :

[ ] per cent. per annum
[ | per cent. per annum

[[Actual/Actual (ISDA)] [Actual/Actual]
Actualf365 (Fixed)

Actual/365 (Sterling)

Actual/360

[30/360] [360/360] [Bond Basis]
[30E/360] [Eurabond Basis]

30E/360 (ISDA)]

fApplicable/Not Applicable]

[ ] per cent. per annum

[ ]

[30/360]

[Actual/360]

[Actual/365]

Minimum period: [ ] days
Maximum period: [ ] days

[Applicable/Not Applicable]

L1

I ] per Caiculation Amount] [Spens
Amount] [Make-Whole Amount]

Il J/FA Selected Bond/Not Applicable]




18.

19.

20.
21,

(iv) Quotation Time:

(v) Redemption Margin:

(vi) If redeemable in part:
{a) Minimum Redemption
Amount:
(b} Maximum Redemption
Amount:
(vii) - MNotice periods:

General Investor Put:

(i) Optional Redemption Date(s):
(i) = Optional Redemption Amount:
(i) ~ Notice periods: '

Change of Control investor Put:
() Optional Redemption Amount:

(i) Notice pericds:

Final Redemption Amount of each Note:

Early Redemption Amount of each Note
payable on redemption for taxation reasons or
on event of default;

GENERAL PROVISIONS APPLICABLE TO THE NOTES

22.

Form of Notes:

(i) Form
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[ ]
] ] per cent./Not Applicable]

Minimum period: [ ] days
Maximum period: [ ] days

[Applicable/Noct App'licable]

[ ]

[ 1 per Calculation Amount
Minimum periad: { ] days
Maximum period: [ ] days

[Applicable/Not Applicable]
[ ]per Caloulation Amount

Minimum period: [ ] days
Maximum petiod: [ ] days

[ ]per Calculation Amount

[ ] per Calculation Amount

[Bearer Notes:

[Temporary Global Note exchangeable for a
Permanent Global Note which Is exchangeable
for definitive Bearer Notes {on 60 days’ notice
given at any time/only upon an Exchange
Event/at any time at the request of the [ssuer]]”

[Temporary Global Note exchangeable for
[definitive Bearer Notes/certificated Registered
Notes] on and after the Exchange Date]*

[Permanent Global Note exchangeable far
[definitive Bearer Notes/certificated Registered
Notes] [on [60/5] days’ notice given at any
time/only upon an Exchange Event/at any time
at the request of the Issuer]}

[The Notes are Exchangeable Bearer Notes]
[Registered Notes:
[certificated])/[uncertificated] Registered Notes]




[Notes shall not be physically delivered in
Belgium, except to a clearing system, a .
depositary or other institution for the purpose of
their immobilisation In accordance with article 4
of the Belgian Law of 14 Decamber 2005.]

(i) New Global Note: " [Yes] [No]
23. Additional Financial Centre(s): [Not Applicable/[ 1l

THIRD PARTY INFORMATION

) ] has been extracted from [ ]. The Issuer confirms that such information has been
accurately reproduced and that, so far as it is aware and is able to ascertain from information published by
[ ] no facts have been omitted which would render the reproduced information inaccurate or

misieading.]

Signed on behalf of Centrica plc:

Duly authorised

a8




4.

PART B — OTHER INFORMATION

LISTING AND ADMISSION TO

TRADING

(i Listing and Admission to
frading

{il) Estimate of total expenses
retated to admission to trading:

RATINGS

Ratings:

[Application has been made by the Issuer (or-on lis
behaif) for the Notes to be admitted to trading on the
London Stock Exchange’s regulated market and 'listing
on the Official List of the UK Listing Authority with effect
from [ 1] [Application is expected to be made by

‘the Issuer (or on its behalf) for the Notes to be admitted

to trading on the London Stock Exchange's regulated
market and listing on the Official List of the UK Listing

Aduthority with effect from [ 1]

[ ]

[The Notes to be issued [(have been]/[are expecied to
be]] rated [ 1by[ 11 ’

INTERESTS OF NATURAL AND LLEGAL PERSONS INVOLVED IN THE ISSUE

_ [Save for any fees payable to the [Managers/Dealers], so far as the Issuer ls aware, no person
involved in the issue of the Notes has an interest material o the offer. The [Managers/Dealers] and their
affiliates have engaged, and may in the future engage, in investment banking and/or commercial banking
transactions with, and may perform other services for, the Issuer and its affiliates in the ordinary course of

business.]

YIELD

Indication of yield:

. OPERATIONAL INFORMATION

(i} ISIN:
(i) Common Code:
(iii) Any clearing system(s) other

than Euroclear Bank SA/NV and
Clearstream Banking S.A. and
identification

the  ‘relevant
number(s):

(iv) Names and
additional ~ Agents/
Agent(s} (if any):

(v) Names of Managers:
{vi) Name of Dealer:

(vii) U.S. Selling Restrictions:

addresses

of
Paying

[ ]
[ ]

[Not Applicable/] 1
[ I

[Not applicable/[ Il
[Not applicable/l 1]

[Reg. S Compliance Category [1/2/3]; TEFRA D/TEFRA
C/TEFRA not applicable]] ‘
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TERMS AND CONDITIONS OF THE NOTES

The following are the Tarms and Conditions of the Notes which will be incorporated by reference info
- each Global Note, each definitive Note and each Certificate, in the case of definitive Notes and Certificates
only if permitted by the London Stock Exchange or cther relevant authority (if any) and agreed by the Issuer
and the relevant Dealer at the time of issue but, if not so permitied and agreed, such definitive Note or
Certificate will have endorsed fhereon or attached thereto such Terms and Conditions. The applicable Final
Terms (or the relevant provisions thereof) will be endorsed upon, or attached lo, each Global Note, definitive
Nofe and Certificate. Referance should be made to “Applicable Final Terms” for a description of the confent of
Final Terms which will specify which of such terms and conditions are to apply to the relevant Notes.

This Note is one of a Series {as defined below) of Notes consfituted by a Trust Deed (such Trust
Deed as amended and/or supplemented and/or restated from time to time, the Trust Deed) dated
7 September 2001 between Centrica plc (the Issuer) and The Law Debenture Trust Corporation p.l.c. {the
Trustee, which expression shall include alt persons for the time being trustee or trustees under the Trust
Deed) as trustee for the Noteholders (as defined below). These terms and conditions (the Terms and
Conditions) inciude summaries of, and are subject to, the detailed provisions of the Trust Deed, which
includes the form of the Bearer Notes, Certificates, Coupons and Talons referred to below.

References herein to the Notes shall be referances to the Notes of this Series.

The Notes and the Coupons (as defined below) have the benefit of an amended and restated
Agency Agreement (such Agency Agreement as amended and/or supplemented and/or restated from time to
time, the Agency Agreement) dated 25 September 2015 and made between the Issuer, the Trustee and
HSBC Bank plc as issuing and principal paying agent {the Principal Paying Agent, which exprassion shall
include any additional or successor issuing and principal paying agent) &~ *=e other paying agents named
therein (together with the Principal Paying Agent, the Paying Agents, which exprassion shall include any
additicnal or successor paying agents).

The final terms for this Note (or the relevant provisions thereof) are set out in Part A of t. "nal
Terms attached to or endorsad on this Note which supplement these Terms and Conditions and may specify
other terms and conditions which shall, to the extent so specified or to the extent inconsistent with these
Terms and Cenditions, replace or modify these Terms and Conditions for the purposes of this Note.
References to the applicable Final Terms are to Part A of the Final Terms (or the relevant prowsmns
thereof} attached o or endorsed on this Note. :

.Interest bearing definitive Bearer Notes (as defined below) have interest coupons (Coupons) and, in
the case of Notes which, when issued in definitive form, have more than 27 interest payments remalning,
talons for further Coupons (Talons) attached oh issue. Any reference herein to Coupens or coupons shall,
unless the context otherwise requires, be deemed to include a reference to Talens or talons. Global Notes
and Certificates do not have Coupons or Talons attached on issue.

Subject as provided in Condition 1, any reference to Noteholders or holders in relation to any
Notes shall mean (in the case of Bearer Notes) the bearer of the Bearer Notes and (in the case of Registered
Notes) the persons in whose names the Registered Notes are registered. Any reference herein to
Couponholders shall mean the bearers of the Coupons and shall, unless the context otherwise requires,
include the bearers of the Talons:

As used herein, Tranche means Notes which are identical in all respects (including as to iisting and
admission to tradingj and Series means a Tranche of Notes together with any further Tranche or Tranches of
Notes.which are (i) expressed to be consclidated and form a single series and (ii) identical in all respects
(including as to listing and admission to trading) except for their respective lssue Dates, Interest
Commencement Dates and/or Issue Prices.

Copies of -the Trust Deed and the Agency Agreement are available for inspection by prior
arrangement during normal business hours at the principal office of the Trustee, at Fifth Floor, 100 Wood
Street, London EC2V 7EX, and at the specified office of each of the Principal Paying Agent, the Registrar, the
other Paying Agents and the Transfer Agents (such Principal Paying Agent, Paying Agents, Transfer Agents
and the Registrar being together referred to as the Agents), The applicable Final Terms will be published on
the website of the London Stock Exchange through a regulatery information service. The Notehelders and the
Couponholders are deemed to have notice of, and are entitled to the benefit of, all the provisions of the Trust
Deed, the Agency Agreement and the applicable Final Terms which are applicable to them. The statements in
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these Terms and Conditions include summaries of, and are subject to, the dstailed provisions of the Trust
Deed and the Agency Agreement.

Words and expressions defined In the Trust Deed, the Agency Agreement or used in the applicable
Final Terms shall have the same meanings where used In these Terms and Conditions unless the context
otherwise requires or unless otherwise stated and provided that, in the event of inconsistency between the
Agency Agreement and the Trust Deed, the Trust Deed will prevail and, in the event of any inconsistency
between the Agency Agreement or the Trust Deed and the applicable Final Terms, the applicable Final Terms
wili prevail.

In these Terms and Conditicns, eure means the currency introduced at the start of the third stage of
European economic and monetary union pursuant to the Treaty on the Functioning of the European Union, as
amended.

1. Form, Denomination and Title

The Notes are in bearer form (Bearer Notes, which expression includes Notes that are specified to
be Exchangeable Bearer Notes) or in registered form (Registered Notes) as specified in the applicable Final
Terms and serially numbered, in the, currency (the Specified Currency) and the denominations (the
Specified Denomination(s)) specified in the applicable Final Terms, provided that the minimum
denomination shall be €100,000 (or its equivalent in any other currency as at the date of issue of the Notes).
Notes of one Specified Denomination may not be exchanged for Notes of another Specified Denomination.

Bearer Notes are represented either by a note in global form (Global Note) or by definitive Notes in
bearer form (definitive Bearer Notes).

All Registered Notes shall have the same Specified Denomination. Where Exchangeable Bearer
Notes are issued, the Registered Notes for which they are exchangeable shall have the same Specified
Dencmination as.the lowest Specified Denomination of the Exchangeable Bearer Notes.

The Registered Notes may be in uncertificated form (uncertificated Registered Notes), comprising
Registered Notes which are for the time being uncertificated units of a security in accordance with the
Uncertificated Securities Regulations 2001 (as amended from time to time) (the Uncertificated Securities
Regulations) or in certificated form (certificated Registered Notes).

Certificated Registered Notes are represented by registered certificates (Certificates) and each
Certificate shall represent the entire holding of certificated Registered Notes 'of each Series by the same
holder.

This Note may be a Fixed Rate Note, a Floating Rate Note, a Zero Coupon Note or a combination of
any of the foregoing, depending upen the Interest Basis shown in the applicable Final Terms.

Definitive Bearer Notes are issued with Coupons attached, unless they are Zero Coupon Notes, in
which case references to Coupons and Coupenholders in these Terms and Conditions are not applicable.

Subject as set out below, title to the Bearer Notes and Coupons will pass by delivery. Title to the
Registered Notes will pass upon registration in the register (the Register) which the Issuer shall pracure to be
kept by the Registrar in accordance with the provisions of the Agency Agreement {unless applicable law
provides otherwise or provides for additional formalities for transfer of title) and on which shali be entered the
names and addresses of the holders of Registered Notes and the particulars of the Registered Notes held by
them and of all transfers of Registered Notes, distinguishing between certificated and uncertificated
Registered Notes in accordance with the Uncertificated Securities Regulations.

The Issuer, the Trustee and any Agent will {except as otherwise required by law) deem and treat the
bearer of any Bearer Note or Coupon ahd the registered holder of any Registered Note as the absolute owner
thereof (whether or nat overdue and notwithstanding any notice of ownership or writing thereon {or on the
Certificate representing it) or notice of any previous loss or theft thereof (or of the related Certificate)) for all
purpeses but, in the case of any Global Note, without prejudice to the provisions set out in the next

paragraph,

For so long as any of the Bearer Notes is represented by a Global Note held on behalf of Euroclear
Bank SA/NV (Euroclear) and/or Clearstream Banking S.A. (Clearstream, Luxembourg), each person (other
than Euroclear or Clearstream, Luxembourg} who is for the time being shown in the records of Euroclear or of
Clearstream, Luxembourg as the holder of a particular nominal amount of such Bearer Notes (in which regard
any certificate or other document issued by Euroclear or Clearstream, Luxembourg as to the nominal amount
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of such Bearer Notes standing to the account of any person shall be conclusive and binding for all purposes
save in the case of manifest error) shall be treated by the Issuer, the Trustee and the Agents as the holder of
such nominal ameount of such Bearer Notes for all purposes other than with respect to the payment of
principal or interest on such nominal amount of such Bearer Notes, for which purpose the bearer of the
relevant Global Note shall be treated by the Issuer, the Trustee and any Agent as the hoider of such nominal
amount of such Notes in accordance with and subject to the terms of the relevant Global Note and the
expressions Noteholder and holder of Notes and related expressions shall be construed accordingly.
Bearer Notes which are represented by a Global Note will be transferable only in accordance with the rules
and procedures for the time being of Eurcclear and Clearstream, Luxembourg, as the case'may be.

References to Euroclear andfor Clearstream, Luxembourg shall, whenever the context so permits,
be deemed to include a referance to any additional or alternative clearing system specified in the applicable
Final Terms. :

2. Exchange of Exchangeable Bearer/Notes and Exchange and Transfers of Registered Notes

(a) Exchange of Exchangeable Bearer Nofes

Subject as provided In Condition 2(f), Exchangeable Bearer Notes may be exchanged for the same
aggregate principal amount of certificated Registered Notes by submission of a duly completed request for
exchange (Exchange Request) substantially in the form provided in the Agency Agreement, copies of which
are available from the specified office of the- Registrar or any Transfer Agent and upon surrender of each
Exchangeable Bearer Note to be exchanged, together with all unmatured Coupons and Talons relating to it,
at the specified office of any Transfer Agent. Registered Notes may not be exchanged for Bearer Notes.
Bearer Notes that are nat Exchangeable Bearer Notes may not be exchanged for Registered Notes,

(b} Exchange and Transfers of Registered Nofes

Exchange of certificated Régiste.red Notes for uncertificated Registered Notes and vice versa shall
be effected In accordance with the Uncertificated Securities Regulations and the rules, practices and
procedures of a relevant system (as defined below).

One or more certificated Reglstered Notes may be transferred upon the surrender (at the specified
office of the Regisirar or any Transfer Agent) of the Certificate representing such certificated Registered
Notes to be transferred, together with the form of transfer endorsed in such Certificate duly completed and
exacuted and such other evidence as the Registrar or Transfer Agent may reasonably require. In the case of
a transfer of part only of a holding of certificated Registered Notes represented by-a Certificate, a new
Certificate shall be issued to the transferee in respect of the part transferred and a further new Certificate in
respect of the balance of the holding not transferred shall be issued to the transferor.

Transfers of uncertificated Notes shall be effected by means of a relevant system.
No transfer of Reglstered Notes will be valid unless and uniil entered on the Register.

In these Terms and Conditions, relevant system has the meaning given to it in regulation 3 of the
Uncertificated Securlties Regulations.

{c) Exercise of Options or Partial Redemption In respect of Registered Notes

In the case of an exercise of the lssuers or a Noteholder's option in respect of, or a partial
redemption of, a holding of certificated Registered Notes, a new Certificate, if required, shall be issued to the
holder to reflect the exercise of such option or in respect of the balance of the holding not redeemed.

New Certificates shall only be issued against the surrender of the existing Certificates to the
Registrar or any Transfer Agent. In the case of a transfer of certificated Registered Notes to a holder who is
already a holder of certificated Registered Notes, a new Certificate representing the enlarged holding shall
only be issued against surrender of the Certificate representing the existing holding to the Registrar or any
Transfer Agent, '

{cl} Delivery of New Cetiificates

Each new Certificate to be issued pursuant to Condltlon 2(a) or 2(b) shall be available for delivery
five business days after recelpt by any Transfer Agent or the Registrar of the relevant Exchange Request or
form of transfer together, If applicable, with the Certificate for exchange or transfer. Each new Certificate to be
issued pursuant to Condition 2(c) shall be available for delivery from the relevant due date of redemption.
Delivery of the new Certificate(s) shall be made either al the specified office of the Transfer Agent or of the
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Registrar {as the case may be) to whom delivery or siirrender of such Exchange Request, form of transfer,
Put Notice or Certificate has been made or, at the option of the holder making such delivery or surrender as
aforesaid and as specified in the relevant Exchange Request, form of transfer, Put Notice or otherwise in
writing, by uninsured post at the risk of the holder entitled to the new Certificate to such address as may be so
specified, unless such holder requests otherwise and pays in advance to the relevant Agent the costs of such
other method of delivery and/or such insurance as it may specify. In this Condition 2(d), business day means
a day, other than a Saturday or Sunday, on which banks are open for business in the place of the specified
office of the relevant Transfer Agent or the Registrar (as the case may be).

(e) Exchange free of charge - ¥

Exchange and transfer of Notes and Certificates on registration, transfer, partial redemption or
exercise of an option shall be effected without charge by or on behalf of the Issuer, the Registrar or the
Transfer Agents, but upon payment of any tax, duty or other governmental charges that may be imposed in
relation to it (or the giving of such indemnity as the Registrar or Transfer Agent may reasonably require).

(] Closed Period

No Noteholder may require the transfer of a Registered Note to be registered or an Exchangeable
Bearer Note to be exchanged for one or more Registered Note(s): :

(i) during the period of seven days ending on the due date for redemption of that Note;
(i} subject as provided below, after any such Note has been called for redemption;
(i) during the period of seven days immediately preceding any Record Date (as defined in
Condition 6(d)) and ending on (and including) the next Interest Payment Date; or
(iv} in respect of which a Noteholder's redemption option pursuant to Conditlon 7(d) has been
: exercised. ' :

An Exchangeable Bearer Note called for redemption may, however, be exchanged for one or mere
certificated Registered Notes in respect of which the Certificate is simultaneously surrendered not later than
the relevant Record Date. :

"3 Status of the Notes

The Notes and any relative Coupons are direct, unconditional, unsubordinated and (subject to the
provisions of Condition 4) unsecured obligations of the Issuer and rank pari passu amang themselves and
{save for certain obligations tequired to be preferred by law) equally with all other unsecured obligations
(other than subardinated obligations, if any) of the Issuer, from time to time outstanding.
4. Negative Pledge

So long as any of the Notes remains outstanding the lIssuer will ensure that no Relevant
Indebtedness (as defined below) of the Issuer or any of its Principal Subsidiaries (as defined below) will be
secured by any Security Interest (as defined below) upon, or with respect to, any of the present or future
business, undertaking, assets or revenues (including any uncalled capital) of the lssuer or any of its Principal
Subsidiaries unless the Issuer shall, in the case of the creation of the Security Interest, before or at the same
time and, In any other case, promptly, take any and all action necessary to ensure that:

(i) all amounts payable by it under the Notes, the Coupons and the Trust Deed are secured by
the Security Interest equally and rateably with the Relevant Indebtedness to the satisfaction
of the Trustee; or '

(if} such other Security Interest or other arrangement (whether ar not it includes the giving of a
Security Interest) is provided either (A) as the Trustee shall in its reasonable discretion
deem not materially less beneficial to the interests of the Noteholders or (B) as shall be
approved by an Exiraordinary Resolution (which is defined in the Trust Deed as a
‘resolution duly passed by a majority of not less than three-fourths of the votes cast therean)
of the Noteholders.
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For the purposes of these Terms and Conditions:

(a)

(b}

{c)

{d)

Excluded Subsidiary at any time means a Subsidiary of the Issuer:

(1) {A) which Is either (x) a special purpose company whose principal assets are -
constituted by a project or projects or {y) Is incorporated and conducts its
business primarily outside the United Kingdom; and

(B) none of whose indebtedness is directly or indirectly the subject of security
or a guarantee, indemnity or any other form of assurance, undertaking or
support from the Issuer or any of its Principal Subsidiaries or, where such
security, guarantee or indemnity or other form of assurance, undertaking
or support is provided, the liability of the lssuer and its Princlpal
Subsidiaries ‘thersunder is confractually limited to and cannot in any
circumstances exceed at any time an amount equal to £50,000,000 or its
equivalent in any other currency or currencies; and )

(9] which has been designated as such by the Issuer by written notice to the
Trustee; provided that the Issuer may give written notice to the Trustee at
any time that any Excluded Subsidiary is no longer an Excluded
Subsidiary, whereupon it shall cease to be an Excluded Subsidiary; or

{2) which has a banking licence or its equivalent in any jurisdiction;

Principal Subsidiary means a Subsidiary of the lssuer (not being an Excluded Subsidiary):

(1) (A) whose total assets represent not less than 20 per cent. of the
consolidated total assets of the Issuer and its Subsidiaries taken as a
whole; or

(B) whose external turnover is more than 20 per cent. of the consolidated -

turnover of the Issuer and its Subsidiaries,

all as calculated by reference to the then latest audited consolidated accounts of
the Issuer and the then latest audited accounts of its Subsidiaries; or

'(2) to which is transferred all or substantially all of the business, undertaking or assets
of a Subsidiary which immediately prior to such transfer is a Principal Subsidiary
whereupcn the transferor Subsidiary shall immediately cease. to be a Principal
Subsidiary and the transferee Subsidiary shall immediately become a Principal
Subsidiary but shall cease to be a Principal Subsidiary under this
sub-paragraph (2) (but without prejudice to the provisions of sub-paragraph (1)
above) upon publication of its next audited accounts.

A report by the directors of the Issuer that in their opinion a Subsidiary of the lssuer is or
was or was not at any particular time or throughout any specified period a Principal
Subsidiary shall, in the absence of manifest error, be conclusive and binding on all parties;

Relevant Indebtedness means:

] any indebtedness for or in respect of any notes, bonds or other debt securities
having an original maturity of more than one year which (with the consent of the
issuer of the indebtedness) are for the time being listed or traded on a stock
exchange or other recognised securities market, other than any notes, bonds or
other debt securities issued by an acquired Subsidiary prior to the date of the
acquisition and not issued in contemplation of such acquisition; and

(ii) any guarantee or indemnity in respect of any such indebtedness;

Security Interest means any mortgage, charge, lien, pledge or other security interest, but
shall not Include any securlty interest over cash created or arising solely or principally in
connection with, and for the purpose of, a defeasance arrangement; and

Subsidiary means a subsidiary within the meaning of Section 1159 of the Companies Act
20086. : '
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5. Interest
(a) Interest on Fixed Rate Nofes

Each Fixed Rate Note bears interest from (and including) the Interest Commencement Date at the
rate(s) per annum equal to the Rate(s) of Interest. Interest will be payable in arrear on the Interest Payment
Date(s) in each year up to (and including) the Maturity Date.

If the Notes are in definitive form, except as provided in the applicable Final Terms, the amount of
interest payable on each Interest Payment Date in respect of the Fixed Interest Perfod ending on (but
excluding) such date will amount to the Fixed Coupbn Amount. Payments of interest on any Interest Payment
Date will, if so specified in the applicable Final Terms, amount to the Broken Amount so specified. E

As used in these Terms and Conditions, Fixed Interest Period means the period from {(and
including) an Interest Payment Date (or the Interest Commencement Date) to (but excluding) the next (or first)
Interest Payment Date. .

Except in the case of Notes in definitive form where an applicable Fixed Coupon Amount or Broken
Amount is specified in the applicable Final Terms, interest shali be calculated in respect of any period by
applying the Rate of Interest to:

{A) in the case of Fixed Rate Notes which are represented by a Gicbal Note, the aggregate
outstanding nominal amount of the Fixed Rate Notes represented by such Global Note; or

(B) in the case of Fixed Rate Notes in definitive form, the Calculation Amount;

and, in each case, multiplying such sum by the applicable-Day Count Fraction, and rounding the
resultant figure to the nearest sub-unit of the relevant Specified Currency, half of any such sub-unit being
rounded. upwards or otherwise in accordance with applicable market convention. Where the Specified
Denominafion of a Fixed Rate Note in definitive form is a multiple of the Calculation Amount, the amount of
interest payable in respect of such Fixed Rate Note shall be the preduct of the amount {determined in the
manner provided above) for the Calculation Amount and the amount by which the Calculation Amount is
multiplied to reach the Specified Denomination, withcut any further rounding.

Day Couht Fraction means, in respect of the calculation of an amount of interest in accordance with
this Condition 5(a):

(i) if “Actual/Actual (ICMA)" is specified in the applicable Final Terms:

(a) in the case of Netes where the number of days in the relevant périod from (and
including) the most recent Interest Payment Date (or, if none, the Interest
Commencement Date) to (but excluding) the relevant payment date {the Accrual
Period} is equal to or shorter than the Determination Period during which the
Accrual Period ends, the number of days in such Accrual Period divided by the
product of (1} the number of days in such Determination Period and (2) the
number of Determination Dates (as specified in the applicable Final Terms) that
would occur in one calendar year; or

(b in the case of Notes where the Accrual Period is longer than the Determination
Pericd during which the Accrual Period ends, the sum of:

{1) the number of days in such Accrual Period falling in the Determination
Period in which the Accrual Period begins divided by the product of
(x) the number of days in such Determination Period and (y) the number
of Determination Dates (as specified in the applicable Final Terms) that
would occur in one calendar year; and '

(2) the number of days in such Accrual Period falling in the next
Betermination Period divided by the product of (x) the number of days in
such Determination Period and (y) the number of Determination Dates
that would occur in one calendar year; and

(i} if “30/380" is specified in the applicable Final Terms, the number of days in the period from
(and including) the most recent Interest Payment Date {or, if none, the Interest
Commencement Date) to (but excluding) the relevant payment date (such number of days
being calculated on the basis of a year of 360 days with 12 30-day months) divided by 360.
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In these Terms and Conditions:

Determination Perlod means each perlod from (and including) a Determination Date to but

excluding the next Determination Date (including, where either the Interest Commencement Date or the final
Interest Payment Date Is not a Determination Date, the period commencing on the first Determination Date
prior to, and ending on the flrst_ Determination Date falling after, such date); and

sub-unit means, with respect to any currency other than euro, the lowest amount of such currency

tnat is available as legal tender in the country of such currency and, with respect to.euro, means one cent,

{b)
0

Interest on Floating Rate Notes

a

interest Payment Dales

Each Floating Rate Note bears interest from (and including) the Interest Commencement Date and
such interest will be payable in arrear on either: :

(A) the S'pecified Interest Payment Date(s) in each year specified in the applicable Final Terms;
or :
(B) if no Specified Interest Payment Date(s) is/are specified in the applicable Final Terms, each

date (each such date, together with each Specified Interest Payment Date, an Interest
Payment Date) which falls the number of menths or other period spacified as the Specified
Periad in the applicable Final Terms after the preceding Interest Payment Date or, in the
case of the first Interest Payment Date, after the Interest Commencement Date.

Such interest will be payable in respect of each Interest Period. In these Terms and Conditions,
Interest Perlod means the perlod from (and including) an Interest Payment Date (or the Interest
Commencement Date) to {but excluding) the next (or first) Interest Payment Date).

If a Business Day Convention is specified in the applicable Final Terms and (x) if there is no
numerically correspending day on the calendar month in which an Interest Payment Date should
oceur or (y) if any Interest Payment Date would otherwise fall on a day which is not a Business Day,
then, if the Business Day Convention specified is:

(1 in any case where Specified Periods are specified In accordance with Condition 5(b)(i)B})
above, the Floating Rate Convention, such Interest Payment Date (i) in the case of (x)
above, shall be the last day that is a Business Day in the relevant month and the provisicns
of (B) below shall apply mutatis mutandis or (i) in the case of (y) above, shall be postponed
to the next day which is a Business Day unless it would thereby fall into the next calendar
month, in which event (A) such Interest Payment Date shall be brought forward to the
immediately preceding Business Day and (B) each subsequeft Interest Payment Date shall
be the last Business Day in the month which falls the Specified Period after the preceding
applicable Interest Payment Date occurred; or ' -

(2) the Following Business Day Convention, such Interest Payment Date shall be postponed o
the next day which is a Business Day; or

(3) the Modified Following Business Day Convention, such Interest Payment Date shall be
postponed to the next day which is.a Business Day unless it would thereby fall into the next
calendar month, in which event such Interest Payment Date shall be brought forward to the
immediately preceding Business Day; or

4) the Preceding Business Day Conventlon,.such Interest Payment Date shall be brought
forward to the immediately preceding Business Day.

In these Terms and Conditions, Business Day means a day which is both:

(A) a day on which commercial banks and foreign exchange markets settle payments and are
open for general business (including dealing in foreign exchange and foreign currency
deposits) in London and each Additional Business Centre specified in the applicable Final
Terms; and

(B) either (1) in relation to any sum payable in a Specified Currency other than eurc, a day on
which commercial banks and forsign exchange markets settle payments and are open for
general business (including dealing in foreign exchange and foreign currency deposits} in
the pringipal financial centre of the country of the relevant Specified Currency {which if the
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Specified Currency is Australian dollars or New Zealand dollars shall be Sydney or
Auckland, respectively) or (2) in relation to any sum payable in euro, a day on which Trans-
European Automated Real-Time Gross Settlement Express Transfer (TARGETZ2) System
(the TARGET2 System) is open.

(i) Rate of Interest -

The Rate of Interest payable fram time to time in respect of Floafing Rate Notes will be determined
in the manner specified in the applicable Final Terms.

(A)

ISDA Defermination for Floating Rate Notes

Where ISDA Dstermination is speci‘_ﬁed in the applicable Final Terms as the manner in ®

‘which the Rate of Interest is o be determined, the Rate of Intersst for each Interest Period

will be the relevant ISDA Rate plus or minus (as indicated in the applicable Final Terms) the
Margin {if any). For the purposes of this sub-paragraph (A}, ISDA Rate for an Interest
Period means a rate equal to the Floating Rate that would be determined by the Principal
Paying Agent under an Interest rate swap transaction if the Principal Paying Agent ware
acting as Calculation Agent for that swap transaction under the terms of an agreemant
incorporating the 2006 ISDA Deflnitions, as published by the International Swaps and
Derivatives Association, Inc. and as amended and updated as at the Issue Date of the first
Tranche of the Notes (the ISDA Definitions) and under which:

(1 the Fioating Rate Option is as specified in the applicable Final Terms;
(2) the Designated Maturity is a period specified in the applicable Final Terms; and
(3) the relevant Reset Date is the day specified in the applicable Final Terms.

For the purposes of this sub-paragrabh (&), Floating Rate, Calculation Agent, Floating
Rate Option, Designated Maturity and Reset Date have the meanings given to those
terms in the ISDA Definitions.

Unless otherwise stated in the applicable Final Terms the Minimum Rate of Interest shall be
deemed to be zero. '

Screen Rate Determination for Floating Rate Notes

Where Sbreen Rate Determination is specified in the appllicable Final Terms as the ménner
in which the Rate of Interest is to be determined, the Rate of Interest for each Interest
Period will, subject as provided below, be either:

{1 the offered quotation; of

(2) the arithmetic mean (rounded if necessary to the fifth decimal place, with 0.0000056
being rounded upwards) of the offered quotations,

(expressed as a percentage rate per annum) for the Reference Rate (being either LIBOR or
EURIBOR, as 'specified in the applicable Final Terms) which appears or appear, as the
case may be, on the Relevant Screen Page (or such replacement page on that service
which displays the information) as at 11.00 a.m. London time, in the case of LIBOR, or
Brussels time, in the case of EURIBOR (the Specified Time) on the Interest Determination
Date in guestion. plus or minus {as indicated in the applicable Final Terms) the Margin (if
any), all as determined by the Principal Paying Agent. If five or more of such offered
guotations are available on the Relevant Screen Page, the highest (or, if there is more than
one such highest quotation, one only of such quotations) and the lowest (or, if there is more
than one such lowest quotation, one only of such guotations) shall be disregarded by the
Principal Paying Agent for the purpose of determining the arithmetic mean (rounded as
provided above) of such offered quotations.

If the Relevant Screen Page is not available or if, In the case of Condition 5(b)(ii)(B)(1), nc
offered quotation appears or, in the case of Condition 5(b)(ii)(B}(2), fewer than three offered
guotations appear, in each case as at the Specified Time, the Principal Paying Agent shail
request each of the Reference Banks to provide the Principal Paying Agent with its offered
quotation (expressed as a percentage rate per annum). for the Reference Rate at
approximately the Specified Time on the Interest Determination Date in question. If two or
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(iii)

(iv)

more of the Reference Banks provide the Principal Paying Agent with offered quotations,
the Rate of Interest for the Interest Period shall be the arithmetic mean (rounded if
necessary to the fifth decimal place with 0.000005 being rounded upwards) of the offered
guotations plus or minus (as appropriate) the Margin (if any), all as determined by the
Principal Paying Agent. . '

If on any Interest Determination Date one only or none of the Reference Banks provides the
Principal Paying Agent with an offered guotation as provided in the preceding paragraph,
the Rate of Interest for the relevant Interest Period shall be the rate per annum which the
Principal Paying Agent determines as being the arithmetic mean*(rounded if necessary to
the fifth decimal place, with 0.000005 being rounded upwards) of the rates, as
communicated to (and at the request of) the Principat Paying Agent by the Reference
Banks or any two or more of them, at which such banks were offered, at approximately the
Specified Time on the relevant Interest Determination Date, deposits in the Specified
Currency for a period equal to that which would have been used for the Reference Rate by
leading banks in the London inter-bank market (if the Reference Rate is LIBOR) or the
Eurc-zone inter-bank market (if the Reference Rate s EURIBOR) plus or minus (as
approptiate) the Margin (if any) or, if fewer than two of the Refererce Banks provide the
Principal Paying Agent with offered rates, the offered rate for deposits in the Specified
Currency for a period equal to that which would have been used for the Reference Rate, or
the arithmetic mean (rounded as provided above) of the offered rates for deposits in the
Specified Currency for a period equal to that which would have been used for the
Reference Rate, at which, at approximately the Specified Time on the relevant Interest
Determination Date, any one or more banks {(which bank or banks is or are in the opinion of
the lssuer suitable for the purpose) Informs the Principal Paying Agent it is guoting to
leading banks in the London inter-bank market (if the Reference Rate is LIBOR) or the
Euro-zone inter-bank market (If the Reference Rate is EURIBOR) plus or minus (as
appropriate) the Margin (if any), provided that, If the Rate of Interest cannot be determined
in accordance with the foregoing provisions of this paragraph, the Rate of Interest shall be
determined as at the last preceding Interest Determination Date {though substituting, where
a different Margin is to be applied to the relevant Interest Period from that which applied to
the last preceding Interest Period, the Margin relating to the relevant Interest Period in
place of the Margin relating to that last preceding Interest Pericd).

Reference Banks means, in the case of a determination of LIBOR, the principai Londen
office of four major banks in the London inter-bank market, in the case of a determination of
EURIBOR, the principal Eurc-zene office of four major banks in the Euro-zone inter-bank
market, in each case selected by the Principal Paying Agent.

Reference Rate shall mean (i) LIBOR or (i) EURIBOR, in each case for the relevant
period, as specified in the applicable Final Terms. ‘

Unless otherwise stated in the applicable Final Terms the Minimum Rate of Interest shall be
deemed to be zero.

Minimum Rate of Inferest andfor Maximum Rafe of Inferest

If the applicable Final Terms specifies a Minimum Rate of Interest for any Interest Period, then, in
the event that the Rate of Interest in respect of such Interest Period determined in accordance with
the provisions of paragraph (i) above is less than such Minimum Rate of Interest, the Rate of
Interest for such Interest Period shalf be such Minimum Rate of Interest.

if the applicable Final Terms specifies a Maximum Rate of Inferest for any Interest Period, then, in
the event that the Rate of Interest in respect of such Interest Pericd determined in accordance with
the provisions of paragraph (ii) above is greater than such Maximum Rate of Interest, the Rate of
Interest for such Interest Period shall be such Maximum Rate of Interest. :

Datermination of Rate of Inferest and calculation of interest Amounts

The Principal Paying Agent will at or as soon as practicable after each time at which the Rate of
Interest is to be determined, determine the Rate of Interest for the relevant Interest Period.

The Principal Paying Agent will calculate the amount of interest (the Interest Amount) payable on
the Floating Rate Notes for the relevant interest Pericd by applying the Rate of Interest to:
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(A) in the case of Floating Rate' Notes which are represented by a Global Note, the aggregate
outstanding nominal amount of the Notes represented by such Giobal Note; or

(B) in the case of Floating Rate Notes in definitive form, the Calculation Amount;

and, in each case, multiplying such sum by the applicable Day Count Fraction, and rounding the
resultani figure fo the nearest sub-unit of the relevant Specified Currency, haif of any such sub-unit
being rounded upwards or otherwise in accordance with applicable market convention. Where the
Specified Denomination of a Floating Rate Note in definitive form is a multiple of the Calculation
Amount, the Interest Amount payable in respect of such Note shall be the product of the amount
(determined in the manner provided above) for the Caleulation Amount and the amount by which the
Calculation Amount is multiplied to reach the Specified Denomination, without any further rounding.

Day Count Fraction means, in respect of the calculation of an amount of interest in accordance with
this Condition 5(b}):

(i) if “Actual/Actual (ISDA)", or "Actual/Actual” is specified in the applicable Final Terms, the
actual number of days In the Interest Period divided by 365 (or, if any portion of that Interest
Period falls in a leap year, the sum of (A) the actual number of days in that portion of the
Interest Period falling in a leap year divided by 366 and (B) the actual number of days in
that partion of the Interest Period failing in a non-leap year divided by 365);

(if) if “Actual/365 (Fixed)" is specified in the applicable Final Terms, the actual number of days
in the Interest Period divided by 365;
(iii) if “Actual/365 (Sterling)" is specified In the applicable Final Terms, the actual number of

days in the Interest Period divided by 365 or, in the case of an Interest Payment Date falling
in a leap year, 366; -

{iv) if “Actual/360" is specified in the appiicable Final Terms, the actual number of days in the
Interest Period divided by 360;
(v) if “30/360", “360/360" or "Bond Basis” is specified in the applicable Final Terms, the number

of days in the Interest Period divided by 360, calculated on a formula basis as follows:

[360 - (Y, - Y)]+[30 - (M -M)]+(D_-D)
360

Day Count Fraction =

where:
Y1 is the year, expressed as a number, in which the first day of the Interest Period falls;

Y2 is the year, expressed as a number, in which the day immediately following the last day
of the Interest Period falls;

M; is the calendar month, expressed as a number, in which the first day of the Interest
Period falls; i

M: is the calendar month, expressed as a number, in which the day immediately following
the last day of the Interest Period falls;

D1 is the first calendar day, expressed as a number, of the Interest Period, unless such
number is 31, in which case D1 will be 30; and

D; is the calendar day, expressed as a number, immediately following the fast day included
in the Interest Periad, unless such number would be 31 and Dy is greater than 29, in which
case Dz will be 30;

(vi} if “30E/360" or “Eurobond Basis” is specified in the applicable Final Terms, the number of
days in the Interest Period divided by 360, calculated on a formula basis as follows: -

[360 - (¥, - Y )] +[30 - (M_ - M) +(D_-D)]
360

Day Count Fraction =
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(v)

(vi)

wherg:
Y, is the year, expressed as a number, in which the ﬂrst.day of the Interest Period falls;

Y2 Is the year, expreséed as a number, in which the day immediately following the last day
of the Interest Period falls; ‘

M; is the calendar month, expresséd as a numbey, in which the first day of the Interest
Period falls;

M2 is the calgndar month, expressed as a number, in which the day,immediately following’
the last day of the Interest Period falls; '

Dy is the first calendar day, expressed as a number, of the Interest Period, unless such
number would be 31, in which case D4 will be 30; and

D: is the calendar day, expressed as a number, immediately following the last day included
in the Interest Period, unless such number would be 31, in which case D; will be 30; and

(vii) if “30E/360 (ISDAY" is specified in the applicable Final Terms, the number of days in the
Interest Pericd divided by 360, calculated on a formula basis as follows:

[360 - (¥ - ¥)]+[30 - (M - M)+ (D, -D)]
360

Day Count Fraction =

where:
Y3 is the year, expressed as a number, in which the first day of the Interest Period falls;

Y. is the year, expressed as a number, in which the day immediately following the last day
of the Interest Period falls;-

"M, is the calendar month, expressed as a number, in which the first day of the Interest
- Period falls;

M: is the calendar month, expressed as a number, in which the day immediately following
the last day of the Interest Period falls;

D, is the first calendar day, expressed as a number, of the Interest Period, unless (i) that
. day is the last day of February or {ii) such number would be 31, in which case D1 will be 30;
and '

D: is the calendar day, expressed as a number, immediately following the last day included
in the Interest Period, unless (i) that day is the last day of February but not the Maturity
Date or {ii) such number would be 31 in which case D2 will be 30.

Linear Interpoiation

Where Linear Interpolation is specified as applicable in respect of an Interest Period in the applicable
Final Terms, the Rate of Interest for such Interest Period shall be calculated by the Principal Paying
Agent by siraight line linear interpolation by reference to two rates based on the relevant Reference
Rate (where Screen Rate Dstermination is specified as applicable in the applicable Final Terms) or
the relevant Floating Rate Option (where ISDA Determination is specified as applicabie in the
applicable Final Terms), one of which shall be determined as.if the Designated Maturity were the
period of time for which rates are available next shorter than the length of the relevant Interest
Period and the other of which shall be determined as if the Designated Maturity were the perfod of
time for which rates are available next longer than the length of the relevant Interest Perlod, provided
however that if there is no rate available for a period of time next shorter or, as the case may be,
next longer, then the Principal Paying Agent shall determine such rate at such time’and by reference
to such sources as it determines appropriate.

Designated Maturity means, in refation to Screen Rate Determination, the period of time
designated in the Reference Rate.

Notification of Rate of Inferest and Interest Amounis

The Principal Paying Agent will cause the Rate of Interest and each Interest Amount for each
Interest Period and the relevant Intersst Payment Date to be notified to the Issuer, the Trustes and
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(vff)

{wiii}

()

the London Stock Exchange and notice thereof to be published in accordance with Cendition 14 as
soon as possible after thelr determination but in no event later than the fourth London Business Day
thereafter. Each Interest Amount and Interest Payment Date so notified may subsequently be
amended (or appropriate allemative arrangements made by way of adjustment) without prior notice
in the event of an extension or shortening of the Interest Period. Any such amendrment will promptly
be netified to the Londen Stock Exchange and to the Notsholders in accordance with Condition 14.
For the purposes of this paragraph, the expression London Business Day means a day (other than
a Saturday ora Sunday) on which banks and forelgn exchange markets are open for general
business in London.

Determination or calculation by the Trustee

If for any reason at any time the Principal Paying Agent defaults In its obligation to determine the
Rate of Interest or calculate any Interest Amount in accordance with sub-paragraph 5{b){ii} or
5(b)iv), as the case may be, above, the Trustee (or a persch appointed by It for that purpose) shall
determine the Rate of Interest at such rate plus or minus (as appropriate) the relevant Margin (if any)
in its absolute discretion (having regard as it shall think fit to the foregoing provisions of this
Condition 5 but subject always o sub-paragraph 5(b)(iii) above), it shall deem fair and reasonable in
all the circumstances and/or, as the case may be, the Trustee (or a person appointed by it for that
purpose) shall calculate the Interest Amount in the manner referred to in sub-paragraph {iv) above
and such determination and/or calculation shall be deemed to have been made by the Principal
Paying Agent. The Trustee shall have no liahility to any person in connection with any determination
or calculation it is required to make pursuant to this Condition 5(vii).

Certificates to be final

All certificates, communications, opinions, determinations, calculations, quotations and decisions
given, expressed, made or chtained o = purposes of the provisions of this Condition 5(b} by the
Principal Paying Agent shall {in the absence of wilful default, bad faith, manifest error or proven
error) be binding on the Issuer, the Trustee, the Principal Paying Agent, the other Agents and all
Noteholders and Couponholders and (in the absence of wilful default or bad faith) no liability to the
Issuer, the Trustee, the Noteholders or the Couponholdsrs shall attach to the Principal Paying Agent
in connection with the exercise or non-exercise by it of its powers, duties and discretions pursuant to
such provisions. i

Accrual of inferest

Each Note (or in the case of the redemplion of part only of a Note, that part only of such Note} wili

cease to bear interest (if any) from the date for its redemption unless, upon due presentation of such Note (in
the case of Bearer Notes) or Certificate representing the same (In the case of certificated Registered Notes)
or, in the case of uncertificated Registered Notes, In compliance with the rules from time to time laid down by
the Issuer in a manner consistent with the rules, practices and procedurses of a relevant system, payment of
principal is improperly withheld or refused. In such event, interest will continue to accrue as provided in the

Trust Deed.
6. Payments
{(a) Method of pay'ment

Subject as provided below:

0] payments in a Specified Currency other than euro will be made by credit or transfer to an
account in the relevant Specified Currency maintained by the payee with, or, at the option
of the payee, by a cheque in such Specified Currency drawn on a bank in the principal
financial centre of the country of such Specified Currency (which, if the Specified Currency
is Australian dollars or New Zealand dollars, shall be Sydney or Auckiand, respectively);
and

(il payments in euro will be made by credit or transfer to a eurc account (or any other account
to which euro may be credited or transferred) specified by the payee or, at the option of the
payes, by a euro cheque. ' .

Payments will be subject in all cases to {i) any fiscal or other laws and regulations applicable thereto .

in the place of payment, but without prejudice to the provisions of Condition 8 and (ii) any withholding or
deduction required pursuant to an agreement described in Section 1471(b) of the U.S. internal Revenue
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Code of 1986 {the Code) or otherwise imposed pursuant to Sections 1471 through 1474 of the Code, any
regulations or agreements thereunder, any official interpretations therecf, or (without prejudice to the
provisicns of Condition 8) any law implementing an intergovernmental approach thereto.

(b) Prasentation of definitive Bearer Notes and Coupons

Payments of principal in respect of definitive Bearer Notes will (subject as provided below) be made
in the manner provided in paragraph {a) above only against presentation and surrender (or, in the case of part
payment of any sum due, endarsement) of definitive Bearer Notes, and payments of interest in respect of
definitive Bearer Notes will {subject as provided below) be made as aforesaid oniy against presentation and
surrender (or, in the case of part.payment of any sum due, endorsement) of Coupons, in each case at the
specified office of any Paying Agent outside the United States (which expression, as used herein, means the
United States of America (including the States and the District of Columbia and its possessions)).

Fixed Rate Notes in definitive bearer form (other than Long Maturity Notes (as defined below))
should be presented for payment together -with all unmatured Coupons appertaining thereto (which
expression shall for this purpose include Coupons falling to be issued on excharge of matured Talons), failing
which the amount of any missing unmatured Coupon (or, in the case of payment not being made in full, the
same proportion of the amount of such missing unmatured Coupon as the sum so paid bears to the sum due)
will be deducted from the sum due for payment. Each amount of principal so deducted will be paid in the
manner mentioned above against surrender of the relative missing Coupon at any time before the expiry of 10
years after the Relevant Date (as defined in Condition 8) in respect of such principal (whether or not such
Coupon would otherwise have become void under Condition 9) or, if later, five years from the date on which
such Coupon would otherwise have become due, but in no event thereafter.

Upon_any Fixed Rate Note in definitive bearer form becoming due and repayable prior to its Maturity
Date, all unmatured Talons (if any) appertaining thereto will become void and no further Coupans will be
issued in respect thereof. - ’ -

Upon the date on which any Fleating Rate Note or Long Maturity Note in definitive bearer form
becomes due and repayable, unmatured Coupons and Talons (if any) relating thereto (whether or not
attached) shall become void and no payment or, as the case may be, exchange for further Coupons shall be
made in respect thereof. A Long Maturity Note Is a Fixed Rate Naote (other than a Fixed Rate Note which on
issue had a Talon attached) whose nominal amount on issue is less than the aggregate interest payable
thereon provided that such Note shall cease to be a Long Maturity Note on the Interest Payment Date on
~ which the aggregate amount of interest remaining to be paid after that date Is less than the nominal amount of
such Note. :

If the due date for redemption of any definitive Bearer Note Is not an Interest Payment Date, interest
{if any) accrued in respect of such Bearer Note from (and including) the preceding Interest Payment Date or,
as the case may be, the Interest Commencement Date shall be payable only against surrender of the relevant
definitive Bearer Note.

{c) Payments in respect of Global Notes

Payments of principal and interest (if any) in respect of Notes represented by any Global Note wil!
(subject as provided below) be made in the manner specified above in relation to definitive Bearer Notes and -
otherwise in the manner specified in the relevant Global Note, where applicable against presentation or
surrender, as the case may be, of such Global Note at the specified office of any Paying Agent ocutside the
United States. A record of each payment made, distinguishing between any payment of principal and any
payment of interest, will be made seither on such Global Note by the Paying Agent to which it was presented
or in the records of Euroclear and Clearstream, Luxembourg, as applicable.

{cl) Payments in respect of Registered Notes

Payments of principal and interest on each Registeraed Note will be made (subject, in the case of a
payment of principal in respect of a certificated Registered Note, to the presentation and surrender {or, in the
case of part payment of any sum due, endorsement) of the relative Certificate at the specified office of the
Registrar or any of the Paying Agents) by transfer to the Designated Account (as defined below) of the holdsr
(or the first named of joint holders) of the certificated Registered Note appearing in the Register maintained
by the Registrar at the close of business on the seventh business day (being for this purpose a day on which
banks are open for business in the city where the specified office of the Registrar is located) before the
relevant due date (the Record Date). Notwithstanding the previous sentence, if (i} a holder does not have a
Designated Account or (ii} the principal amount of the Notes held by a holder is fess than U.5.$250,000 (or its
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approximate equivalent in any other Specified Currency), payment will instead be made by a cheque in the
Specified Currency drawn on a Designated Bank (as defined below) and mailed by uninsured mail on the
business day in the city where the specified office of the Registrar is located immediately preceding the
relevant due date to the halder (or the first named of joint holders) of the Registered Note appearing in the
Register at the close of business on the Record Date at its address shown in the Register on the Record Date
and at its risk.

For these purposes:

Designated Account means the account maintained by the holder with a Designated Bank and
identified as such in the Register; and

Designated Bank means (in the case of payment in a Specified Currency other than euro} a bank in
the principal financial centre of the country of such Specified Currency (which, if the Specified Currency Is
Australian dollars or New Zealand doilars, shall be Sydney and Auckland, respectively} and (in the case of
payment in euro) any bank which processes payments in euro,

In the case of uncertificated Registered Notes, such steps will be taken as the Trustee shall consider
necessary having regard to the Uncertificated Securities Regulations and to the rules, practices and
procedures of a relevant system to indicate the making of such payment, and may include, if the Trustee
thinks fit, a requirement far such uncertificated Registered Note to be changed to a certificated Registered
Note before payment.

Holders of Registered Notes will not be entitled to any interest or other payment for any delay in
recelving any amount due in respect of any Registered Note as a result of a cheque posted in accordance
with this Condition arriving after the due date for payment or being lost in the post.

(e) General provisions applicable to payments -

The holder of a Global Note shall be the only person entitled to receive payments in respect of ‘Note_s
representad by such Global Note and the Issuer will be discharged by payment to, or to the order of, the
holder of such Global Note in respect of each amount so paid. Each of the persons shown in the records of
Euroclear or Clearstream, Luxembourg as the beneficial holder of a particular nominal amount of Bearer
Notes represented by such Global Note must look solely to Euroclear or Clearstream, Luxembourg, as the:
case may be, for its share of each payment so made by the Issuer to, or to the order of, the holder of such
Global Note.

Notwithstanding the foregoing provisions of this Condition, if any amount of principél and/or interest
in respect of Bearer Notes is payable in U.S. dollars, such U.S. dollar payments of principal and/or interest in
respect of such Bearer Notes will be made at the specified office of a Paying Agent in the United States if:

(i} the Issuer has appointed Paying Agents with specified offices outside the United States
with the reasonable expectation that such Paying Agents would be able to make payment
in U.S. dollars at such specified offices outside the. United States of the full amount of
pringipal and interest on the Notes in the manner provided above when due;

{ii) payment of the full amount of such principal and interest at all such specified offices outside
the United States is illegal or effectively precluded by exchange controls or other similar
restrictions an the full payment or receipt of principal and interest in U.8. dollars; and

iii) such payment is then permitted under United States law without involving, in the opinion of
the Issuer, adverse tax consequences to the Issuer. '

(i - Payment Day

If the date for payment of any amount in respect of any Note or Coupon is not a Payment Day, the
holder thereof shall not be entitled to payment until the next following Payment Day in the relevant place and
shall not be entifled to further interest or other payment in respect of such delay. For these purposes,
Payment Day means any day which (subject to Condition 9) is:

(i} a day on which commercial banks and foreign exchange markets settle payments and are
open for general business (including dealing in foreign exchange and foreign currency
deposits) in:

(A) in the case of Notes in definitive form only, the relevant place of presentation;

(B) sach Additional Financial Centre specified in the applicable Final Terms; and
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(i) either (1) in relation to any sum payable in a Specified Currency other than euro, a day on
which commarcial banks and foreign exchange markéts settle payments and are open for
general business (including dealing in foreign exchange and foreign currency deposits) in
the principal financlal centre of the country of the relevant Specified Currency (which if the
Specified Currency is ‘Australian dollars or New Zealand dollars shall be *Sydney or
Auckland, respectively)-or (2) in relation to any sum payable in eurc, a day on which the
TARGETZ2 System is open.

{g) Intefpretatr‘on of principal and interest

Any referénce in-these Terrys and Conditions to principal in res'pect of the Notes shall be deemed to
include, as applicable: o

(i) any additional amounts which may be payable with respect to principal under Conditicn 8;
iy the_\ Final Redemption Amount of the Notes;

(i) the Early Redemption Amount of the Notes; _

(iv) the Optional Redemption Amount(s) (if any} of the Notes;

(v) in relation to Zero Coupon Notes, the Amortised Face Amount {as defined in
Condition 7(g)); and :

(vi) any premium and any other amounts (other than interest) which may be payable by the
Issuer under ar in respect of the Notes.

Any reference in these Terms and Conditions to interest in respect of the i shall be deemed to
include, as applicable, any additional amounts which may be payable with respect io interest under
Condition 8.

T Redemption and purchase
(a) Redemption at maturity

Unless breyiously redeemed or purchased and cancelled as specified below, each Note will be
redeemed by the Issuer at 100 per cent. of its nominal amount in the relevant Specified Currency on the
Maturity Date specified in the applicable Final Terms.

(b} Redemption for tax reasons

Subject to Condition 7{e} the Notes may be redeemed at the option of the Issuer in whole, but notin

~ part, at any time (if this Note is not a Floating Rate Note) or on any Interest Payment Date (if this Note is a

Floating Rate Note), on giving not less than the minimum period and not more than the maximum period of

notice specified in the applicable Final Terms to the Principal Paying Agent and, in accordance with Condition
14, the Noteholders (which notice shall be irrevocable), if as soon as practicable before giving such netice:

)] the Issuer satisfies the Trustee that, on the occasion of the next payment due under the
Notes, the Issuer has or will become obliged to pay additional amounts as provided or
referred to in Condition 8 as a result of any change In, or amendment to, the laws or
regulations of a Tax Jurisdiction (as defined in Condition 8), or any change in the
applicaton or official interpretation of such laws or regulations, which change or-
amendment becomes effective on or after the date on which agreement is reached to issue
the first Tranche of the Notes; and

(i) such obligation cannot be avoided by the Issuer taking reasonable measures avallable to it,

provided that no such notice of redemption shall be given earlier than 90 days prior to the earliest date on
which the Issuer would be obliged to pay such additional amounts were a payment in respect of the Notes
then due.

Prior to the publication of any notice of redemption pursuant to this Condition, the Issuer shall deliver
to the Trustee to make available at its specified office to the Notehalders a certificate signed by two
authorised signatories of the Issuer stating that the Issuer is entitled to effect such redemption and sotting
forth a statement of facts showing that the conditions precedent to the right of the Issuer so to redeem have
occurred, and the Trustee shall be entitled to accept such certificate as sufficlent evidence of the satisfaction
of the conditions precedent set out above in which event it shall be conclusive and binding on the Noteholders
and Coupenholders. :
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Notes redeemed pursuant to this Caondition 7(b) will be redeemed at their Early Redemption Amount
referred to in paragraph (e) below together (if appropriate) with interest accrued to {but exciuding) the date of
redemption. '

In this Condition 7{b) authorised signatory means a directar, company secretary, or any other
person authorised by the board of directors of the Issuer to provide certificates in relation to the Notes.

(c) Redemption at the option of the lssuer (Issuer Call)

If Issuer Call Is specified as being applicable in the applicable Final Terms, the Issuer may, having
given: *

(i) not less than the minimum period and not more than the maximum period of notice
specified in the applicable Final Terms to the Noteholders in accordance with Condition 14;
and ' :

(i) not less than 15 days before the giving of the notice referred to in (i), notice to the Trustee,
the Principal Paying Agent and, in the case of a redemption of Registered Notes, the
Registrar, : ’

{which notices shall be irrevocable and shall specify the date fixed for redemption), redeem all or
some only of the Notes then outstanding on any Optional Redemption Date and at the Opticnal
Redemption Amount(s) specified in the applicable Final Terms together, if appropriate, with interest
accrued to (but excluding) the relevant Optional Redemption Date. Any such redemption must be of

~ aneminal amount not less than the Minimum Redemption Amount and not mere than the Maximum '
Redemption Amount, in each case as may be specified in the applicable Final Terms.

" If Spens Amount is specified in the applicable Final Terms as the Optional Redemption Amount, the
Optional Redemption ‘Amount shall be equal to the higher of (i) 100 per cent. of the principal amount
outstanding of the Notes to be redeemed or (i) the principal amount cutstanding of the Notes to be redeemed
multiplied by the price, as reported to the Issuer and the Trustee by the Financial Adviser, at which the Gross
Redemption Yield on such Notes on the Reference Date is equal to the Gross Redemption Yield (determined
by reference to the middle market price) at the Quotation Time specified in the applicable Final Terms on the
Reference Date of the Reference Bond, plus the Redemption Margin, all as determined by the Financial
Adviser,

If Make-Whole Amount is specified in the applicable Final Terms as the Optional Redemption
Amount, the Optional Redemption Amount shall be an amount calculated by the Agent equal to the higher of
(1) 100 per cent. of the principal amount outstanding of the Notes to be redesemed or (i) the sum of the
present values of the principal amount outstanding of the Notes to be redeemed and the Remaining Term
Interest on such Note {exclusive of interest accrued to the date of redemption) discounted to the date of
redemption on an annual basis at the Reference Bond Rate, plus the Redemption Margin.

In this Condition 7{c):

FA Selected Bond means a government security or securities selected by the Financial Adviser as
having an actual or interpolated maturity comparable with the remaining term of the Notes that would be
utilised, at the time of selection and in accordance with customary financial practice, in pricing new issues of
corporate debt securities denominated in the same currency as the Notes and of a comparable maturity to the
remaining term of the Notes;

Financial Adviser means a financial adviser selected by the Issuer after consultation with the
Trustee;

Gross Redemption Yield means, with respect to a security, the gross redemption yleld on such
security, expressed as a percentage and calculated by the Financial Adviser on the basis set out by the
United Kingdom Debt Management Office in the paper “Formulae for Calculating Gilt Prices from Yields”,
page 4, Section One: PricefYield Formulae “Conventional Gilts; Double dated and Undated Gilts with
Assumed (or Actual) Redemption on a Quasi-Coupon Date” (published 8 June, 1998, as amended or updated
from time to time) on a semi-annual compounding basis (converted to an annualised yield and rounded up (if
necessary) to four decimal places) or on such other basis as the Trustee may approve;

Redemption Margin shail be as set out in the applicable Final Terms;

Reference Bond shall be as set out in the applicable FinaI'Terms or shall be the FA Selected Bond;
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Reference Bond Price means, with respect to any date of redémption, {A) the arithmetic average of
the Reference Government Bond Dealer Quotations for such date of redemption, after excluding the highest
and lowest such Reference Government Bond Dealer Quotations, or (B} if the Agent obtains fewer than four
such Reference Government Bond Dealer Quotations, the arithmetic average of all such quotations;

Reference Bond Rate means, with respect to any date of redemption, the rate per annum equal to
the annual or semi-annual yield (as the case may be) to maturity or interpolated yield to maturity {on the
relevant day count basis) of the Reference Bond, assuming a price for the Reference Bond (expressed as a
percentage of its nominal amount) equal to the Reference Bond Price for such date of redemption;

Reference Date will be sat out in the relevant notice of redemption;

Reference Government Bond Dealer means each of five banks selected by the Issuer, or their
affiliates, which are (A) primary government securities dealers, and their respective successors, or (B) market
makets in pricing corporate bond issues;

Reference Government Bond Dealer Quotations means, with respect to each Reference
Government Bond Dealer and any date for redemption, the arithmetic average, as determined by the Agent,
of the bid and offered prices for the Referance Bond (expressed in each case as a percentage of its nominal
amount) at the Quotation Time specifled in the applicable Final Terms on the Reference Date quoted in
writing to the Agent by such Reference Government Bond Dealer; and

Remaining Term Interest means, with respect to any Note, the aggregate amount of scheduled
payment(s}) of interest on such Note for the remaining term of such Note determined on the basis of the rate
of interest applicable to such Note from and including the date on which such Note is to be redeemed by the
Issuer pursuant to this Cendition 7(c).

All notifications, apinions, determinations, cettifications, calculations, quotations and decisions given,
expressed, made cor obtained for the purposes of this Condition 7(c) by the Agent, shall {in the absence of
negligence, wilful default or bad faith) be binding on the Issuer, the Agent, the Trustes, the Paying Agents, the
Registrar (If applicable) and all Noteholders and Couponholders.

In the case of a partial redemption of Notes, the Notes to be redeemed {Redeemed Notes) will be
selected individually by lot, in the case of Redeemed Notes represented by definitive Notes, and in
accordance with the rules of Euroclear andfor Clearstream, Luxembourg (to be reflected in the records of
Euroclear and Clearstream, Luxembourg as either a pool factor or a reduction in nominal amcunt, at their
discretion), in the case of Redeemed Notes represented by a Global Note, not more than 30 days prier to the
date fixed for redemption (such date of selection being hereinafter called the Selection Date). In the case of
Redeemed Notes represented by definitive Notes, a list of the serial numbers of such Redeemed Notes will
be pubiished in accordance with Condition 14 not less than 15 days prior to the date fixed for redemption. No
exchange of the relevant Global Note will be permitted during the period from {and including) the Selection
Date to (and including) the date fixed for redemption pursuant to this Condition 7(c) and nofice to that effect
shall be given by the Issuer to the Noteholders in accordance with Condition 14 at least five days prior to the
Selection Date. '

(d) Redemption at the option of the Noteholders
(i) General Investor Put

If General Investor Put is specified as being applicable in the applicable Final Terms, upon the
holder of any Note giving to the Issuer in accordance with Condition 14 not less than the minimum
period nor more than the maximum period of notice specified in the applicable Final Terms, the
Issuer will, upon the expiry of such notice, redeem such Note on the Optional Redemption Date and
at the Opticnal Redemption Amount tegether, if appropriate, with interest acerued to (but excluding)
the Optional Redemption Date. Registered Notes may he redeemed under this Condition in any
multiple of their lowest Specified Dencomination.

To exercise the right to require redemption of this Note the holder of this Note must, if this Note is in
definitive form and held outside Eurcclear and Clearstream, Luxembourg, deliver such Note or the
Certificate representing the same at the specified office of any Paying Agent (in the case of Bearer
Notes) or the Registrar (in the case of certificated Registered Notes) at any time during normal
business hours of such Paying Agent or, as the case may be, the Registrar falling within the notice
period, accompanied by a duly completed and signed notice of exercise in the form (for the time
being current) obtainable from any specified office of any Paying Agent or, as the case may be, the
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(i)

Registrar (a Put Notice} and in which the holder must specify (a) a bank account (or, if payment is
required to be made by chegue, an address) to which payment is to be made under this Condition
and (b) In the case of certificated Registered Notes, the nominal amount thereof to be redesmed
and, if less than the full nominal amount of the Registered Notes so surrendered is to be redeemed,
an address to which the new Certificate in respect of the balance of such Registered Notes is to be
sent subject t¢ and in accordance with the provisions of Condition 2(b). If this Note is represented by
a Global Note or is In definitive form and held through Euroclear or Clearstream, Luxembourg, to
exercise the right to require redemption of this Note the holder of this Note must, within the notice
period, give notice to the Paying Agent of such exercise in accordance with the standard procedures
of Euroclear and Clearstream, Luxembourg {which may include notice being given on its instruction
by Euroclear or Clearstream, Luxembourg or any common depasitary or common safekeeper (as the
case may be) for Euroclear or Clearstream, Luxembourg to the Paying Agent by electronic means)
in a form acceptable to Euroclear and Clearstream, Luxembaourg from time te time.

Any Put Notice or other notice given in accordance with the standard procedures of Euroclear and
Clearstream, Luxembourg given by a hoider of any Note pursuant to this Condition 7(d)(i) shall be
irrevocable except where prior to the due date of redemption an Event of Default shall have cccurred
and be continuing in which event such holder, at its option, may elect by notice to the Issuer to
withdraw the Put Notice and instead to declare such Note forthwith due and payable pursuant to
Caondition 10.

A holder of uncertificated Registered Notes shall exercise the right to require ** 3motion by
complying with the rules, practices and procedures of a relevant system.

Change of Control Investor Put

If Change of Control [nvestor Put is specified as belng applicable in the applicable Fmal Terms, the
following provisions shall apply to the Notes,

~{a) A Put Event will be deemed to oceour if;

(A) any person (being an individual, partnership, company, corporation,
unincorporated organisation, trust or joint venture, or any governmental agency or
poiitical subdivision thereof) or any persons acting in concert {as defined in the
City Code on Takeovers and Mergers) or any person or persons acting on behalf
of any such person(s) (the Relevant Person) at any time directly or indirectly
own(s) or acquire(s): (A) more than 50 per cent. of the issued or allotted ordinary
share capital of the Issuer or (B) such number of shares in the capital of the Issusr
carrying more than 50 per cent. of the total voting rights attached to the issusd or
allotted share capital of the Issuer that are normally exercisable at a general
meeting of the Issuer (such event being a Change of Control), provided that a
Change of Contral shall be desmed not to have occurred if all or substantially all of
the shareholders of the Relevant Person are, or immediately prior to the svent
which would otherwise have constituted a Change of Control were, the
shargholders of the Issuer with the same (or substantially the same) pro rata
interest in the share capital of the Relevant Person as such shareholders have or,
as the case may be, had in the share capital of the Issuer; and

(B) on the date (the Relevant Announcement Date) that is the earlier of (x) the date
of the first public announcement of the relevant Change of Control; and (y) the
date of the earfiest Relevant Potential Change of Contral Announcement (if any),
the Notes carry from any Rating Agency (as defined below):

(1) an investment grade credit rating (Baa3/BBB-, or equivalent, or belter),
and such rating from any Rating Agency is within the Change of Control
Period either downgraded to a non-investment grade credit rating
{Ba1/BB+, or equivalent, or worse) or withdrawn and is not within the
Change of Control Period subsequently (in the case of a downgrade})
upgraded or (in the case of a withdrawal) reinstated to an investment
grade credit rating by such Rating Agency; or

(2) a non-investment grade credit rating (Ba1/BB+, or equivalent, or worse),
and such rating from any Rating Agency is within the Change of Contral
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(c)

Period downgraded by one or more nofches (for iffustration, Ba1/BB+ to
BaZ2/BB being one nofch) or withdrawn and is not within the Change of
Control Period subsequently {in the case of a downgrade) upgraded or
{in the case of a withdrawal) reinstated to its earlier credit rating or better
by such Rating Agency; or ‘

(3) no credit rating, and no Rating Agency, assigns within the Change of
Control Period an investment grade credit rating to the Notes,

provided that, if on the Relevant Announcement Date the Notes carry a credit -
rating from more than one Rating Agency, at least one of which Is investment
grade, then sub-paragraph (1) will apply; and -

(C) in making the relevant decision(s) referred to above, the relevant Rating Agency
announces publicly or confirms in writing to the Issuer or the Trustee that such
decision(s) resulted, in whole or in part, from the occurrence of the Change of
Control or the Relevant Potential Change of Contrel Announcement.

If a Put Event occurs, the holder of each Note shall have the option to require the Issuer to
redeem or, at the Issuer’s option, purchase {or procure the purchase of) each such Note on
the Put Date (as defined below) at an amount equal to its Final Redemption Amount {the
Optional Redemption Amount) together with interest accrued to but excluding the date of
redemption or purchase. Such option {the Put Option) shall operate as set out below.

Promptily upon the Issuer becoming aware that a Put Event has occurred the Issuer shall,
and at any time upon the Trustee becoming similarly so aware the Trustee may, and if so
requested by the holders of at least one-guarter in nominal amount of the Notes then
outstanding or if so directed by an Extraordinary Resoclution of the Noteholders, shall
(subject in each case to being indemnified to its satisfaction), give notice (a Put Event
Notice) to the Noteholders in accordance with Condition 14 specifying the nature of the Put
Event and the procedure for exercising the option contained in this Condition 7(d)(ii).

To exercise the Put Option under this Condition 7(d)(ii) the holder of the Note must, if this
Note is In definitive form and held outside Euroclear and Clearstream, Luxembourg, deliver
such Note or the Certificate representing the same at the specified office of any Paying
Agent (in the case of Bearer Notgs) or the Registrar (in the case of certificated Registered
Notes} at any time during normal business hours of such Paying Agent or, as the case may
be, the Registrar, falling within the period (the Put Period) of 45 days after a Put Event
Notice is given, accompanied by a duly signed and completed Put Natice (as defined in
Condition 7(d)(1)}. The Note {in the case of Bearer Notes) should be delivered together with
all Coupens appertaining thereto maturing after the date which is seven days after the
expiry of the Put Period (the Put Date), failing which the Paying Agent will require payment
of an amount equal to the face value of any such missing Coupen. Any amount so paid will
be reimbursed in the manner provided in Condition 6 against presentation and surrender of
the relevant missing Coupon (or any replacement therefor issued pursuant to Condition 11)
at any time after such payment, but befare the expiry of the period of five years from the
Relevant Date (as defined in Condition 8) in respect of that Coupon. Payment in respect of
any such Note will be made on the Put Date either (i) by transfer to the bank account (if
any) specified in the relevant Put Notice or (if) if no bank account is so specified, by cheque
posted fo the address specified in the relevant Put Notice. If this Note is represented by a
Global Note or is in definitive form and held through Euroclear or Clearstream,
Luxembourg, to exercise the right to require redemption of this Note the holder of this Note
must, within the notice period, give notice to the Paying Agent of such exercise in
accordance with the standard procedures of Euroclear and Clearstream, Luxembourg
(which may include notice being given on its instruction by Euroclear or Clearstream,
Luxembourg or any common depositary or common safekeeper {as the case may be) for
Euroclear or Clearstream Luxembourg to the Paying Agent by electronic. means) in a form
acceptable to Euroclear and Clearstream, Luxembourg from time to time. The Issuer shali
redeem or purchase the relevant Notes in accordance with this Condition 7{d)(il} unless
such Notes have been previously redeemed and cancelled.
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(e)

(f)

{9)

Any Put Notice or other notice given in accordance with the standard procedures cof
Euraclear and Clearstream, Luxembourg given by a holder of any Note pursuant to this
Condition 7(d}(ii) shall be irrevocable except where prior to the due date of redemption an
Event of Default shall have occurred and be continuing in which event such holder, at its .
option, may elect by notice to the Issuer to withdraw the Put Notice and instead to declare
such Note forthwith due and payable pursuant to Condition 10.

A holder of uncertificated Registered Notes shall exercise the right to require redemption by
complying with the rules, practices and procedures of a relevant system.

If 80 per cent. or more in nominal amount of the Notes outstanding as at the day
immediately preceding the day on which the Put Event Notice was given have been
redesmed pursuant to this Condition 7{d)(ii), the lssuer may, on not less than the minimum
period nor more than the maximum perlod of notice specified in the applicable Final Terms
to the Notehelders given within 30 days after the Put Date, redeem, at its option, all, but not
some only, of the remaining Notes at the Optional Redemption Amount plus interest
accrued to but excluding the date of such redemption.

If the rating designations employed by either Moody's or S&P are changed from those
which are described in paragraph (a)(B) above, or if a rating is procured from a Substitute
Rating Agency, the Issuer shall determine, with the agreement of the Trustee (not to be
unreasonably withheld or delayed), the rating designations of Moody's or S&P or such
Substitute Rating Agency (as appropriate) as are most equivalent to the prior rating
designations of Moody's or S&P and paragraph (a)(B) above shall be read accerdingly.

The Trustee is under no obligation to ascertain whether a Put Event or Change of Control,
or any event which could lead to the occurrence of, or could constitute, a Put Event or
Change of Control, has occurred and, until it shall have actual knowledge or notice
pursuant to the Trust Deed to the contrary, the Trustee may assume that no Put Event or
Change of Control or other such event has ccourred.

In these Terms and Conditions:

Change of Control Period means the period commencing on the Relevant Announcement
Date and ending 90 days after the Change of Control (or such longer period for which the
Notes are under consideration (such consideration having been announced publicly within
the period ending 90 days after the Change of Control) for rating review or, as the case
may be, rating by a Rating Agency, such period not to exceed 60 days after the public
announcement of such consideration);

Rating Agency means Standard & Poor’s Credit Market Services Europe Limited (S&P) or
Moody's Investors Service Ltd (Moody's) or their respective successars or any rating
agency (a Substitute Rating Agency) substituted for any of them by the Issuer from time
to time with the prior written approval of the Trustee; and

Relevant Potential Change of Control Announcement means any public announcement
or statement by the Issuer, any actual or potential bidder or any adviser thereto relating to
any potential Change of Control provided that within 180 days following the date of such
announcement or statement a Change of Control occurs.

(e) Early Redemption Amounts

For the purpose of paragraph (b) above and Condition 10, each Note will be redeemed at the Early
Redemption Amount calculated as follows: ’

0

in the case of a Note with a Final Redemption Amount equal to the |ssue Price, at the Final
Redemption Amount thereof;

in the case of a Note (other than a Zero Coupon Note) with a Final Redemption Amount
which is or may be less or greater than the Issue Price or which is payable in a Specified
Currency other than that in which the Note is denominated, at the amount specified in the
applicable Final Terms or, if ne such amount is so specified in the applicable Finat Terms,
at its nominal amount; or
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(ifiy in the case of a Zero Coupon Note, at an amount {the Amortised Face Amount}
calculated in accordance with the following formula:

Early Redemption Amount = RP x (1 + AY)”

where:

RP means the Reference Price;

AY means the Accrual Yield expreésed as a decimal; and

y is the Day Count Fraction specifid in the applicable Final Terms which will be either (1} 30/360 (in
which case the numerator will be egual to the number of days (calculated on the basis of a 360-day year
consisting of 12 months of 30 days each} from (and including) the Issue Date of the first Tranche of the Notes
to (but excluding) the date fixed for redemption or (as the case may be) the date upon which such Note
becomes due and repayable and the denominator will be 360) or (ii) Actualf360 (in which case the numerator
will be equal to the actual number of days from (and including) the Issue Date of the first Tranche of the Notes
to (but excluding) the date fixed for redemption or (as the case may be) the date upon which such Note
becomes due and repayable and the dencminator will be 360) or (jii} Actual/365 (in which case the numerator
will be equal to the actual number of days from (and including) the Issue Date of the first Tranche of the Notes
to (but excluding) the date fixed for redemption or {(as the case may be) the date upon which such Note
becomes due and repayable and the denominator will be 365).

(f Purchases

The Issuer or any Subsidiary of the lssuer may at any time purchase Notes (provided that, in the
case of definitive Notes, all unmatured Coupong and Talons appertaining thereto are purchased therewith) at
any price in the open market or otherwige. Such Notes may be held, reissued, resold or, at the option of the
Issuer, surrendered to any Paying Agent for cancellation. ’

(g} Cancelfation

Ali Notes which are redeemed will forthwith be cancelled (together with alf unmatured Coupons and
Talons attached thereto or surrendered therewith at the time of redemption). All Notes so cancelled and any
Notes purchased and cancelled pursuant to paragraph {f) above (together with all unmatured Coupons and
Taions cancelled therewith) shall be forwarded to the Principal Paying Agent and cannot be reissued or
resold.

{h) Late payment on Zero Coupon Nofes

If the amount payable in respect of any Zero Coupon Note upon redemption of such Zero Coupon
Note pursuant to paragraph (a), {b), {c) or (d) above or upon its becoming due and repayable as provided in
Condition 10 is improperly withheld or refused, the amount due and repayable in respect of such Zero
Coupon Note shall be the amount calculated as provided in paragraph (e){iii) above as though the references
therein to the date fixed for the redemption or the date upon which such Zero Coupon Note becomes due and
payable were replaced by references to the date which is the earlier of:

(i) the date on which all amounts due in respect of such Zero Coupon Note have been paid;
and .
i} five days after the date on which the full amount of the moneys payable in respect of such

Zsro Coupon Notes has been received by the Principal Paying Agent, the Trustee or the
Registrar and notice to that effect has been given to the Noteholders in accordance. with
Condition 14.

8. Taxation

All payments of principal and interest in respect of the Notes and Coupons by the Issuer will be
made without withholding ar deduction for or an account of any present or future taxes or duties of whatever
nature imposed or levied by or on behalf of any Tax Jurisdiction unless such withholding or deduction is
required by law. In such event, the Issuer will pay such additional amounts as shall be necessary in order that
the net amounts received by the holders of the Notes or Coupons after such withholding or deduction shall
equai the respective amounts of principal and interest which would otherwise have been receivable in respect
of the Notes or Coupons, as the case may be, in the absence of such withholding or deduction; except that ne
such additional amounts shall be payable with respect to any Note or Coupon:

{ - presented for payment in the United Kingdom; or
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{ii) the holder of which is tiable for such taxes or duties in respect of such Note or Coupon by
reason of its having some connection with a Tax Jurisdiction other than the mere holding of
such Note or Coupon; or

iii) presented for payment more than 30 days after the Relevant Date (as defined below)
except to the extent that the holder thereof would have been entitted to an additional
amount on presenting the same for payment on such thirtieth day assuming that day to
have been a Payment Day (as defined in Condition 8(f)); or

(Iv) where such withholding or deduction is imposed on & payment to an individual and is
required to be made pursuant to European Council Directive 2003/48/EC on the taxation of
savings income {as amended from ime to time) or any law implementing or complying with,
or introduced in order to conform to, such Directive; or

(v} presented for payment by or on behalf of a holder who would have been able to avoid such
withholding or deduction by presenting the relevant Note or Coupon to another Paying
Agent in a Member State of the European Union.

As used herein:

(1 Tax Jurisdiction means the United Kingdom or any political subdivision or any authority
thereof ar therein having power to tax; and

(i} the Relevant Date means the date on which such payment first bacomes due, except that,
if the fuli amount of the moneys payable has not been duly received by the Principal Paying
Agent, the Trustee or the Registrar, as the case may be, on or prior to such due date, it
means the date on which, the full amount of such moneys having been so received, notice
to that effect is duly given fo the Noteholders In accordance with Condition 14 and, in the
case of Registered Notss, cheques shall have been despatched and/or payment made in
accordance with mandate instructions in accordance with Condition @.

9. Prescription

The Notes (whether in bearer or registered form) and Coupons will become void unless presented
for payment within a period of 10 years (in the case of principal) and five years (in the case of interest) after
the Relevant Date (as defined in Condition 8) therefor,

There shall not be included in any Coupon sheet issued on exchange of a Talon any Coupon the
claim for payment in respect of which would be void pursuant to this Condmon or Condition 6(b} or any Talon
which would be void pursuant to Condition 8(b):

10. Events of default
(a} Events of Default

The Trustee at its discration may, and if so requested in writing by the holders of at least one-quarter
in principa! amount of the Notes then outstanding or if so directed by an Extraordinary Resolution of the
Noteholders shall (subject in each case to being indemnified andior secured and/or prefunded to its
satisfaction against all proceedings, claims and demands to which it may be liable and against all costs,
charges, liabilities and expenses which may be incurred by it in connection with such enforcement or
appointment, including the cost of its managements’ time and/or other internal resources, calculated using its
narmal hourly rates in force from time to time), (but in the case of the happening of any of the evenls
mentioned in sub-paragraphs (i}, (ill) (cther than the winding-up or dissolution of the Issuer), (iv), {v) and (i)
below only if the Trustee has certified in writing to the Issuer that such event is, in its opinion, matetially
prejudicial to the interests of the Noteholders), give notice to the Issuer that the Notes are, and they shall
accordingly forthwith become, immediately due and repayable at their principal amount, together with accrued
interest as provided in the Trust Deed, if any of the following events (each an Event of Default) occurs:

(E') default is made in the payment of any principal or interest due in respect of the Notes or

any of them and the default continues for a peried of seven days in the case of principal or

14 days in the case of interest; or -

(il there is a failure in the performance of any obligation under the Notes or the Trust Deed
{other than an obligation to make payment of any principal or interest thereunder) which:

{(A) in the opinion of the Trustes, is incapable of remedy; or
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(B) being in the opinion of the Trustee capable of remedy, continues for the period of
30 days (ar such longer period as the Trustee may permit) after written notification
requiring such failure to be remedied has been given to the Issuer by the Trustee;
or : '

(iii} {except for the purpose of a reconstruction, an amalgamation or, in the case of a Principal
Subsidiary, a voluntary winding-up, in each case the terms of which have previously been
" approved in writing by the Trustee) an order is made (and not discharged or stayed within a
period of 30 days) or an effective resolution is passed for winding up the Issuer.or any of its
Principal Subsidiaries or an administration order is made in relation to the Issuer or any of

its Principal Subsidiaries; or .

(iv) an administrative or other recelver is appointed of the whele or substantially the whole of
the assets of the |ssuer or any of its Principal Subsidiaries and Is not removed, paid out or
discharged within 30 days or, following such 30 day period, the appointment is not being
disputed in good faith; or ‘ '

{v) the Issuer or any of its Principal Subsidiaries makes a general assignment for the benefit of
its creditors; or

{(vi) (A) any loan or other indebtedness for borrowed money (as defined in the Trust Deed)
of the Issuer or any of its Principal Subsidiaries, amounting in aggregate to not
less than £40,000,000 or its equivalent in other currencies, becomes due and
repayable prematurely by reason of an event of default (however described) or is
not repaid on its final maturity date (as extended by any applicable grace period);
or

(B) any security given by the Issuer or any of its Principal Subsidiaries for any loan or
indehtedness for borrowed money amounting in aggregate to not less than
£40,000,000 or its equivalent in other currencies becomes enforceable and steps
are taken to enforce the same; or

(<) defauit is made by the lssuer or any of its Principal Subsidiaries in making any
payment due under any guarantee or indemnity given by it in respect of any loan
or Indebtedness for borrowed money amounting in aggregate to not less than
£40,000,000 or its equivalent in other currencies.

(b) . Enforcement

The Trustee may, in its discretion and without notice, take such proceedings against the Issuer as it
may think fit to enforce the provisions of the Trust Deed, the Notes and the Coupons, but it shall not be bound
to take any such proceedings or any other action in relation to the Trust Deed, the Notes or the Coupons
unless (i) it shall have been so directed by an Extraordinary Resolution of the Noteholders or so requested in
writing by the holders of not less than one-quarter in princlpal amount of the Notes then outstanding and (ii) it
shall have been indemnified to its satisfaction.

No Noteholder or Coupenholder shall be entitled to proceed directly against the Issuer unless the
Trustee, having become bound so to proceed, fails to do so W|th|n a reasonable period and the failure is
continuing.

1. Replacement of Notes, Coupbns and Talons

Should any Bearer Note, Certificate, Coupon or Talon be lost, stolen, mutilated, defaced or
destroyed, it may be replaced at the specified office of the Principal Paying Agent (in the case of Bearer
Notes or Coupons) or the Registrar (in the case of Certificates) upon payment by the claimant of such costs
and expenses as may be incurred in connection therewith and on such terms as to evidence and indemnity
- as the Issuer may reasonably require. Mutilated or defaced Certificates, Bearer Notes, Coupons or Talons
must be surrendered before replacements will be issued.
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12, Agents

The names of the initial Agents and their initial specified offices are set out below. If any additional
Paying Agents are appointed in connection with any Serles the names of such Paymg Agents will be
specified in Part B of the applicable Final Terms.

The lssuer Is entitled to vary or terminate the appointment of any Agent and/or appoint additional or
other Agents and/or approve any change In the specified office through which any Agent acts, provided that:

{0 there will at all times be a Principal Paying Agent; and

(il - solong as the Notes are listed on the London Stock Exchange there will at all times be a

: Paying Agent (in the case of Bearer Notes) and a Transfef Agent (in the case of Registered
Notes) with a specified office in such place as may be required by the rules and regulations
of the London Stock Exchangs (or any other relevant authority); and

(fif) there will at all times bs a Paying Agent in a Member State of the Europsan Union that will
not be obliged to withhold or deduct tax pursuant to European Council Directive
2003/48/EC (as amended from time fo time) or any law implementing or complying with, or
introduced in erder to conform to, such Directive; and

(iv) there will at all times be a Paying Agent in a jurisdiction within Europe, other than the
' jurisdiction in which the Issuer is incorporated.

in addition, the Issuer shall forthwith appoint a Paying Agent having a specified office in New York
City in the circurnstances described In Condition 6(e). Notice of any variation, termination, appointment or
change in Paying Agents will be given to the Noteholders promptly by the Issuer in accordance with
Condition 14.

in acting under the Agency Agreement, the Agents act solely as agents of the Issuer and, in the
certain limited circumstances specified in the Agency Agreement and the Trust Deed, of the Trustee and do
" not assume any obligation to, or relationship of agency or trust with, any Noteholders or Coupeonholders. The
Agency Agreement contalns provisions permitting any entity Into which any Agent is merged or converted or
with which it is consolidated or to which it transfers all or substantially all of its assets to become the
successor agent. .

13. Exchange of Talons

On and after the Interest Payment Date on which the final Coupon comprised in any Coupon sheet
matures, the Talon (if any) forming part of such Coupon sheet may be surrendered at the specified office of
the Principal Paying Agent or any other Paying Agent in exchange for a further Coupon shest including (if
such further Coupon sheet does not include Coupons to (and including) the final date for the payment of
interest due in respect of the Note to which it appertains) a further Talon, subject to the provasmns of
Condition 9.

14, Notices

All notices regarding the Bearer Notes will be deemed to be validly given if published in a leading
English language daily newspaper of general circulation in London. It i$ expected that such publication will be
made in the Financial Times in London. The Issuer shall also ensure that notices are duly published in a
manner which complies with the rules of the London Stock Exchange on which the Bearer Notes are for the
time being listed. Any such notice will be deemed to have been given on the date of the first publication or,
where required to be published in more than one newspaper, on the date of the first publication in all required
newspapers.

All notices regarding the Registered Notes will be deemed to be validly given if sent by first class
mall or (if posted to an address overseas) by airmail to the holders (or the first named of jeint holders) at their
respective addresses recorded in the Register and will be deemed to have been given on the fourth day after
mailing and, in addition, for so long as any Registered Notes are listed on the London Stock Exchange’s
regulated market or are admitted to the Official List of the UK Listing Authority and the rules of the London
Stock Exchange or the UK Listing Authority so require, such notice will be published in a daily newspaper of
general circulation in the place or places required by those rules.

Until such time as any definitive Bearer Notes are issued, there may, so leng as any Global Notes
" representing the Bearer Notes are held in their entirety on behaif of Eurociear andfor Clearstream,
Luxembourg, be substituted for such publication in such newspaper(s) the delivery of the relevant notice to

63




Euroclear and/or Clearstream, Luxembourg for communication by them to the holders of the Notes and, In
addition, for so long as any Notes are listed on the London Stock Exchange's regulated market or are
admitted to the Official List of the UK Listing Authority and the rules of the London Stock Exchange or the UK
Listing Authority so require, such nolice wiil be published in a daily newspaper of general circulation in the
place or places required by those rules, Any such notice shall be deemed to have been given to the holders -
of the Notes on the seventh day after the day on which the said notice was given to Euroclear and
Clearstream, Luxembourg. '

Notices to be given by any Noteholder shall be in writing and glven by lodging the same, together (in
the case of any Note in definitive form) with the rélative Note or Notes, with the Principal Paying Agent (in the
case of Bearer Notes) or the Registrar {in the case of Registered Notes). Whilst any of the Bearer Notes are
represenied by a Global Note, such notice may be given by any holder of a Bearer Note to the Principal
Paying Agent through Euroclear and/or Clearstream, Luxembourg, as the case may be, in such manner as
the Principal Paying Agent and Euroclear and/or Clearstream, Luxembourg, as the case may be, may
approve for this purpase.

15. Meetings of Noteholders, Modification and Waiver

The Trust Deed contains pravisions for convening meetings of the Noteholders to consider any
matter affecting their interests, including the sanctioning by Extraordinary Resolution of a modification of the
Notes, the Coupons, these Terms and Conditions-or any of the provisions® of the Trust Deed. Such a mesting
may be convened by the Issuer or Noteholders holding not less than ten per cent. in nominal amount of the
Notes for the time belng remaining outstanding. The gudrum at any such meeting for passing an
Extraordinary Resolution is one or more persens holding or representing not less than 50 per cent. in nominal
amount of the Notes for the time being outstanding, or at any adjourned mesting one or more persons being
or representing Noteholders whatever the nominal amount of the Notes so held or represented. An
Extraordinary Resoclution passed at any mesting of the Noteholders shall be binding on all the Noteholders
whether or not they are present at the mesting, and on all Couponholders.

The Trustee and the Issuer may agree, without the consent of the Noteholders or Coupenhalders, io:

(a) any modification of the Notes, the Coupons, these Terms and Conditions or the Trust Deed
which is, in the opinion of the Trustee, not materially prejudicial to the interests of the
Noteholders; or

(h) any modification of these Terms and Conditions, the Notes, the Coupons or the Trust Deed
which is In the opinion of the Trustee of a formal, minor or technical nature or is made to
correct a. manifest error or an error which, in the opinicn of the Trustee, is proven or to
comply with mandatory provisions of the law.

Any such modification shall be binding on the Noteholders and the Couponholders and any such
modification shall, unless the Trustee agrees otherwise, be notified to the Noteholders in accordance with
Condition 14 as soon as practicable thereafter.

The Trustee may also agree, without the consent of the Noteholders or Couponholders, to the
walver or authorisation of any breach or proposed breach of any of these Terms and Conditions or any of the
provisions of the Trust Deed or determine, without any such consent as aforesaid, that any Event of Default
or Potential Event of Default (as defined In the Trust Deed) shall not be treated as such, which in any such
case is hot, in the opinion of the Trustee, materially prejudicial to the interests of the Noteholders.

In connection with the exercise by it of any of its trusts, powers, authorities or discretions (including,
but without limitation, any modification, waiver, authorisation or determination), the Trustee shail have regard -
to the general interest of the Noteholders as a class but shall not have regard to any interests arising from
circumstances particular to individual Neteholders ar Couponholders (whatever their number} resulting from
their being for any purpose domiciled or resident in, or otherwise connected with, or subject to the jurisdiction
of, any particular territory and the Trustee shall not be entitled to require, nor shall any Noteholder or
Couponholder be entitled to claim, from the Issuer or any other person any indemnification or payment in
respect of any tax consequence of any such exercise upon individual Noteholders or Couponholders except,
in the case of the Issuer, to the extent provided for in Condition 8 andfor any undertaking given in addition to,
or in substitution for, Condition 8 pursuant to the Trust Deed.

64




16. Substitution

Subject as provided in the Trust Deed, the Trustee, if it is satisfied that so to do would not be
materially prejudicial to the interests of the Noteholders, may agree, without the consent of the Noteholders or
Couponholders, to the substitution of any successer in business to the Issuer or of a Subsidiary either of the
Issuer or any successor in business to the Issuer in place of the Issuer or any successor in business to the
Issuer as principal debtor under the Trust Deed, the Notes and the Coupons, provided in the case of a
Subsidiary either of the lssuer or of any successor in business to the Issuer the obligations of such Subsidiary
in respect of the Trust Deed, the Notes and the Coupons shall be guaranteed by the Issuer or such successor
in business in a form satisfactory to the Trustee. Any such substitution shall be binding on the Noteholders
and the Couponholders and, unless the Trustee agrees otherwlse, any such substitution shall be notified by
the Issuer to the Noteholders as soon as practicable thereafter in accordance with Condition 14.

17. Indemnification of the Trustee and its Contracting with the Issuer

The Trust Deed contains provisions for the indemnification of the Trustee and for its relief from
responsibility, including provisions relieving it from taking action unless indemnified and/or secured and/or
prefunded to its satisfaction against all proceedings, claims and demands to which it may be liable and
against all costs, charges, liabilities and expenses which may be incurred by it in connection with such
enforcement or appointment, including the cost of its managements’ time andfor other internal resources
using its normal hourly rates in force from time to time.

The Trust Deed also contains provisions pursuant to which the Trustee is entitled, infer afia, (i) to
enter into business transactions with the Issuer and/or any of its Subsidiaries and fo act as trustee for the
holders of any other securities issued or guaranteed by, or relating to, the Issuer andfor any of its
Subsidiaries, (i) to exercise and enforce its rights, comply with its obligations and perform its duties under or
in relation to any such transactions or, as the case may be, any such trusteeship without regard to the
interests of, or consequences for, the Noteholders or Couponholders, and {iii) to retain and not be liable to
account for any profit made or any other amount or benefit received thereby or in connection therewith,

18. Further [ssues

The issuer shall be at liberty from time to time without the consent of the Notsholders or the
Couponholders to create and issue further notes having terms and conditions the same as the Notes or the
same in all respacts save for the Issue Date, the amount and date of the first payment of interest thereon
and/or the lssue Price and so that the same shall be consolidated and form a single Series with the
outstanding Notes. The Trust Deed contains provisions for convening a single meeting of the Notehalders
and the holders of bearer or registered notes of other Seriés in certain circumstances where the Trustee so
decides.

19. Contracts (Rights of Third Parties) Act 1999

No rights are conferred on any person under the Contracts (Rights of Third Parties) Act 1999 to
enforce any term of the Notes, but this doss not affect any right or remedy of any person which exists or is
available apart from that Act.

20. Governing Law

The Trust Deed, the Agency Agreement, the Notes and the Coupons and any non-contractual
obligations arising out of or in connection with the Trust Deed, the Agency Agreement, the Notes and the
Caoupens are governad by, and shall be construed in aceordance with, English law. '
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USE OF PROCEEDS

The net proceeds from each issue of Notes will be applied by the Issuer for its general corporate
purposes (which include making a profit and making acquisitions).
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DESCRIPTION OF THE ISSUER

The legal and commercial name of the Issuer is Centrica ple. The Issuer was registered and
incorporated in England and Wales under registration number 3033654 and operates under the Companies
Act 2006 as a public limited company. The Issuer was incorporated on 16 March 1995 and its shares were
first traded on the Landon Stock Exchange an 17 February 1997. The lssuer's registered office is located at
Millstream, Maidenhead Road, Windsor, Berkshire SL4 8GD and the telephone number is 01753 494 000.

The Issuer is the parent company of the group (the Group) comprising Centrica plc and all its
subsidiary undertakings. As the parent company of the Group, the Issuer is depepdent on receiving dividends

and revenues from its subsidiaries.
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DIRECTORS AND SENIOR MANAGEMENT OF THE ISSUER

The directors and senior management of the Issuer, their position and principal activities outside the Group,
where those are significant, are as follows as at the date of this Base Prospectus:

Centrica plec Board of Directors

Name Position Outside Directorships/Activities
-. Rick Haythornthwaite Chairman 4 ' Chairman, Mastercard Inc.
i Director, RM Management Limited

Chalrman, Southbank Centre Limited
Chalrman, World Wide Web Foundation
Director, Glass Holdings SA

Director, Arc International Holdings
Directer, QIO Technologies Lid

fain Conn Chief Executive Member of the Council, Imperial College
London '
Chairman, Advisory Board, Imperial
College Business-School
Membet, CBI: Presidents Committee
Non-executive director, BT Group Plc
Member, British Museum Chairman's
Advisary Group
Member, Magritte Group European
Round Table of Industrialists

Jeff Bell Chief Financial Officer N/A

Margherita Della Valle Non-Executive Director Director, Woodsford Square
Management Limited

Advisor, HM  Treasury Financial
Management Review Board

Director, Vodafone Group Services

Limited
Deputy Group CFO, Vodafone Group
ple
Mark Hanafin Group  Executive  Director, Non-Executive Director, EDF Energy
EM&T, DE&P and E&P Nuclear Generation Group Limited

Non-Executive Director, Lake
Acquisitions Limited

Lesley Knox ' Non-Executive Director Chairman, Design Dundee Limited
Trusteé, Grosvenor Estates
Chairman, Grosvenor Group Limited
Director, NGS Trading Company Limited
Non-Executive Director, SABMiller Plc

Non-Executive Director, Turcan Connell
Asset Management Limited

Trustee, The National Life Story
Cpllection
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Centrica plc Board of Directors

Name Position Qutside Directorships/Activities
Trustee, National Galleries Scotland
Mike Linn Non-Executive Director Non-Executive board member,
Blackstone Minerals Company, LP
Director, LINN Co, LLC
Non-Executive Director, LINN Energy
LLC
Non-Executive Director, Nabors
Industries Ltd
Member, National Petroleum Council
Senior  Advisor, Quantum  Energy
Partners
Non-Exacutive board member, Western
Refining Logistics, LP
Director, MCL Ventures; LLC
Director, Independent Peiroleum
Association of America
lan Meakins Senior Independent Director Group Chief Executive, Wolseley plc

Carlos Pascual

Steve Pusey

Mark Hodges

Non-Executive Director

Non-Executive Directer

Group Executive
Managing Director, downstream

UK & Irel

Centrica plc Executive Committee

Name
Joff Bell

Grant Dawson

Position

and

Director &

Chief Financial Officer

General
Secretary

Counsel
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Non-resident Senior Fellow, Centre on
Global Energy Policy, Colombia
University i

Senior Vice President, Global and
Intemational Issues, IHS Inc.

Advisory Board, Riverstone Holdings
LLC

Adviser, Chevron Corporation
Adviser, Repsol, S.A

Member, The Invicta Film Partnership
No.43, LLP

Member, Cumberland #House BPRA
Property Fund LLP

Non-Executive Director, FireEye Inc.

Non-Executive Director, ARM Holdings

~Pple

N/A

Outside Directorships/Activities
As above
Vice Chairman, GC100

- Chairman, CBl Coecmpetition Panel

Director, Aiyana Sci




Mark Hanafin

lain Cenn

Mark Hodges

Badar Khan

Jill Shedden

lan Peters

" Sarwjit Sambhi

As above

As above

As above

Managing Director Downstream,
North America

Group Director, Human
Resources

Director, Customer ' Facing
Strategy :

Managing Director, E&P

As above

As above

As above

Director, Greater Houston
Partnership

Member, University of Houston
Presidential Energy Advisory Board

Member, Houston Adviscry Council
for the Tahirih Justice Center

Executive Council Member, TechNet

N/A

Council  Member, Fiiends of
Peterhouse

Trustee/Treasurer, Carers UK

Director, Association of Electricity
Producers Limited

Chairman, Family Mosaic

N/A

The business address of the directaors and the senior management (as described above) of the Issuer is cfo
Centrica plc, Millstream, Maidenhead Road, Windsor, Berkshire SL4 5GD. There are no potential canflicts of
interest-between the dutles to the Issuer of the directors or the senior management (as described above) of
the Issuer and thelr private Interests and/or other duties.
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DESCRIPTION OF THE CENTRICA GROUP

Background and Formation

The Issuer was listed In 1997 following ihe demerger of the gas supply, service and retail
businesses of British Gas plc together with Its Morecambe gas field production activities, The Group at the
time comprised British Gas Trading Limited, British Gas Services Limited, British Gas Energy Centres Limited
and Accerd Energy Limited; together with the gas production business of the North and South Morecambe
gas fields owned through Hydrocarbon Resources Limited and various other subsidiaries.

Since 1997, the Grﬁup has made. numercus acquisitions and disposals and has developed
organically. As at 31 Decembser 2014, the Group operated in seven countries, had a turnover of
approximately £29.4 billion (as described on page 103 of the annual report of the Issuer for the year ended 31
December 2014) and employed over 37,000 people. The principal operations of the Group as at the date of
this Base Prospectus are described briefly below. ‘

'_The Group’s Strategy

in July 2015, the Group concluded a fundamenta! strategic review focused on: (i) outlook and
sources of growth; (I} portfolic mix and capital intensity; {iii) operating capability and efficiency; and (iv) Group
financial framework. The Group has concluded that its strength lies in being a customer-facing business, with
a purpose to provide energy and services to satisfy the changing needs of its customers.

Going forward, its activities and priorities are therefore expected to be focused on its customer-
facing businesses with a long-term growth focus on five areas: energy supply vices; distributed energy
and powar; the connected home; and energy marketing and trading. The Group consic.. . 1.z . . . . .ing
businesses as a source of competitive advantage given its distinctive positions and capabihtles lncludlng '
strong market shares, good brands, deep capability in energy services and the ability to process a high’
volume of transactions at scale. These areas are expected to receive additional operating and capital
resources of aboul £1.5 billion over the next five years.

The Group will also look to reduce the size of the more capital intensive exploration and power
(“E&P") and power businesses. It will look to move to an E&P business which produces around 40-50 million
barrels of oil equivaient {(mmhboe) per annum, compared to 80mmboe in 2014, while it plans to dispose of its
interests in wind power generation. Overall, the Group expects to reduce its operatlng and capital resources
in these areas by about £1.5 billion over the next five years.

In addition to this shift in resource allocation, the Group aims to target improvements in efficiency,
aiming to deliver a reduction of £750 millien per annum by 2020 in its like-for-like 2015 base of operating
costs and controllable cost of goods, with about two-thirds of these savings anticipated to be delivered by the
end of 2018. Taking into account the Group's investments for growth and the effects of inflation, the Group
expects its reported operating cost base in 2020 to be at or below the same level as 2015.

The Group expects to deliver operating cash flow growth of 3-5 per cent. per annum (by 2020
relative fo a 2015 base, assuming flat oil and gas prices and normal weather patterns), driven predominantly
by sfficiencies in the near term and subsequently through growth from its five focus areas described above.
To deliver these efficiencies, the Group pians to establish a common operating model and philosophy across
its customer-facing geographies. Over time, the Group expects to see operating cash flow growth from both
efficiency and gross margin expansion. It-intends to limit capital expenditure to £1 billion per year in the near
term with the intent to underpin the dividend and credit rating. With plans for further release of £0.5-1.0 billion
of capital anticipated through disposals by 2017 from the Group's E&P business and wind joint ventures, the
Group expects to strengthen its balance sheet and maintain credit metrics consistent with strong investment
grade credit ratings. The Group will aim to target increased post-tax returns on average capita! employed
which will be managed within a clear financial framework with a progressive dividend policy, linked to the

. sustainable growth in operating cash flow.

In summary, the Group believes it is well placed to build on its existing strengths and this strategy is
aimed at establishing it as a leading energy and services company, able to serve its customers' needs and
deliver long-term shareholder value through returns and growth.

Set out below Is a description of the principal operations of the Group as at the date of this Base
Prospectus. As part of the implementation of the Group's strategy foliowing the strategic review referred to
above, certain aspects of the Group's operations are subject to change, both in terms of the Group's
allocation of resources and from the perspective of the internal organisation of the Group. For example, the
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Group intends to establish new Connected Homes and Distributed Energy and Power business units as part
of its focus on its customer facing businesses and Centrica Energy will transition Into three separate
businesses — E&P, Energy Marketing & Trading, and Distributed Energy & Power.

The ability of the Issuer to deliver on this strategy is subject to a number of risks. Please see “Risk
Factors” for further information.

Principal Operations
Cusfomer Facing Businesses
UK - British Gas

The Downstream UK business consists of three divisions (residential energy supply, residential
services and business energy supply and services), These businesses operate under the name British Gas in
England and Wales and Scottish Gas in Scotland under a comhined management team with integrated
support functions. .

Residential energy supply

The Group is a national supplier of gas and electricity to customers in Britain's price dereguiated
domestic market. A majority of our domestic custemers are now dual fuel customers — reflecting the Group’s
efforts to persuade its single fuel customers to take electricity supply from the Group too.

The gas supply market in Great Britain was fully liberalised in May 1986. As at 30 June 2015, British
Gas Residential Energy had 8.3 million gas accounts on supply, representing approximately a 37 per cent.
share of the UK residential gas supply market.

The residential electricity market opened to competition in 1998, and as at 30 June 2015, the Group
- had 6.5 million electricity customers {equivalent to approximately a 24 per cent. share of the UK residential
elactricity supply market), making it one of the largest suppliers of electricity to residential customers Iin
Britain.

British Gas also continues to lead the industry in the roll-out of smart meters and at the date of this
Base Prospectus had installed approximately 1.5 million smart meters in customers’ homes.

In June 2014, the UK regulator, Ofgem, referred the UK energy market to the CMA for a market
investigation. The CMA's provisional findings and notice of possible remedies were published on 7 July 2015
{please see “Risk Facfors — The Group is subject to the Energy Market investigation being conducted by the
CMA” for further information).

Business energy supply and services

Through British Gas Business, the Group is one of Britain's biggest suppliers by numbers of meter
points for gas and electricity to the UK commercial sector.

As at 30 June 2015, British Gas Business supplied gas and electricity to approximately 802,000
supply points. British Gas Business also pravides heating and electrical installation and maintenance services
to businesses and the public sector. It continues to develop further its business services capabilities, including
in solar, ground source heat pumps and Energy Performance Contracts.

Residential services

British Gas Services is a national provider of energy related maintenance and repair services for the
home, currently with around eight million product holdings supplied-to around four milllon households and
directly employing over 8,000 engineers nationwide. Many of these services are provided In connection with
insurance products sold by the Group. British Gas Insurance Limited has been established as an insurer and
" British Gas Services Limited has been given authority to sell its insurance based service and repair products.
British Gas Insurance Limited is authorised by the Prudential Regulation Authority and regulated by the
Financial Conduct Authority and the Prudential Regulation Authority to carry out these functions. British Gas
Services Limited is also authorised and requlated by the Financial Conduct Authority. In addition to central
heating maintenance and repair contracts, and on-demand services, British Gas Services provides
maintenance and repair contracts and on-demand services for plumbing and drains, homs electrics and
kitchen appliances. It owns the franchise business Dyno-Rod, a UK drain specialist, as well as its related
plumbing business,
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The business.continues to look to develop new and innovative products, and has now sold over
200,000 smart thermostat products in the UK mostly under the Hive brand that was launched in September
2013. In March 2015, the business acquired AlertMs, the provider of the technical platform that underpins the
existing connected homes activity, including Hive. The acquisition is expacted to enable further development
of connected homes products and sérvices across the Group. In July 2015, the business launched Hive
Active 2, the next generation of the Hive smart thermostat, alongside the ability to pre-register for a suite of
new home technology products including smart lights, motion sensors and smart plugs.

British Gas Services is one of the UK’s largest national installer of domestic central heating bollers
and systems and in 2014 installed approximately 104,000 boilers.

British Gas also has its own insufation/cladding business and interests in a range of new energy
technologies, with investments in residential biomass heating and solar.

Ireland — Bord Gais Energy

tn June 2014, the Group acquired Bord Géis' gas and electricity supply business in the Republic of
Ireland, including the Whitegate gas-fired power station, for €214 million (£172 million). The transaction
provided a vertically integrated energy supply business in an adjacent downstream market to the UK and a
platform for growth with approximately 600,000 residential gas and electricity accounts and approximately
33,000 business accounts in Ireland as at 30 June 2015. Bord Gais continues to leverage Centrica’s
expertise in deregulated energy markets, having launched the first residential fixad price tariff in the Republic
of Ireland and a full launch of Hive Active Heating is scheduled for the third quarter of 2015.

North America - Direct Energy

In August 2000, the Group entered the North American market with the acquisition of Direct Energy
Marketing Limited (Direct Energy). Direct Energy remains the Group's principat customer brand in the region
and has expanded significantly singe 2000 through further acquisitions and organic growth.

Direct Energy, either directly or through franchisees and contractors, supplies energy and related
services to residential and business customers in all 50 states in the United States and 10 provinces in
Canada and, as at 30 June 2015, had over four million customer relationships. Direct Energy is organised into
three businesses: Direct Energy Residential, Direct Energy Business and Direct Energy Services. Direct
Energy also-has 0.7GW of wind farm off-take agreements.in Texas and is involved in energy management
and procurement activities, wholesale energy trading and midstream gas activilies (storage and
transportation} in North America.

Residential energy supply

As at 30 June 2015, Direct Energy Residential had approximately 3.2 million residential gas and
electrlclty customer accounts, predominantly in deregulated markets. Its principal markets include the
province of Alberta, the northeastemn United States and the state of Texas. The business has been built from
three major acquisitions — Direct Energy in 2000, CPL Retail Energy LP and WTU Retail Energy L.P. in Texas
in 2002 and the acquisition of around one million residential gas and electricity customers in Alberta from the
ATCO Group in 2004. These larger-scale acquisitions have been supplemeniad with smaller acquisitions,
including Gateway Energy Services, First Choice Power and Vectren Retail in 2011, Energetix and NYSEG
Selutions in 2012 and Bounce Energy in 2013, and organic growth.

Direct Energy Residential continues to expand its range of customer propositions and in July 2015,
Direct Energy Residential launched the ‘Direct Your Energy’ and ‘Direct Your Plan’ setvices which enable
customers to see how their choices affect the cost of their energy plan,

Business energy supply

Direct Energy Business supplies natural gas and electricity to small commercial, medium and large
sized businesses, institutions and government entities across North America. [ts principal markets include
Texas, the northeastern United States and most provinces in Canada.

In November 2013, the Group completed the acquisition of the energy marketing business of Hess
Corporation for U.S.51,194 million (approximately £736 million) in cash, including net working capital of
approximately U.5.$416 million (approximately £257 million). Direct Energy is now the largest commercial
and industrial gas suppller on the East Coast of the United States and the second largest commercial and
industrial electricity supplier in the competitive U.S: retail markets.
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Direct Energy Business continues to develop its customer proposition in North America, using its
market knowledge and capabilities acquired from Hess Gorporation to link sources of supply and pipeline’and
transportation capacity to customer demand in the most optimal ways. It is also making use of new
technologies to help customers understand their power consumption.

Residential and business services

Direct Energy Services provides heating, ventilation and air-conditioning services, plumbing,
electrical services, home protection plans and energy advisory activities, across the United States and in
Canada in the form of contracts and on-demand services. Direct Energy Services was created from three key

_acquisitions — Enbridge Services Inc.; an Ontario home and bysiness services company, in 2002, Residential
Services Group, a home services business in the United States, in 2004, and Clockwork Home Services Inc.
{Clockwork), in 2010. Clockwork provides on-demand services across the United States and parts of
Canada supplying heating, coeling, plumbing and electrical services through its wholly owned retail and its
franchised operations. As at 30 June 2015, Direct Energy Services had over 900,000 contract relationships
across North America. In July 2015, Direct Energy Services completed the acquisition of 14,000 new home
services customers in northeastern United States.

In 2012, Direct Energy acquired Home Warranty of America, through which it offers protection plan
products across the United States, while in 2013 Direct Energy acquired America's Water Heater Rentals,
providing the business with the opportunity to offer rentals alongside its existing products and services. In July
2014, Direct Energy acquired the U.S. residential solar business Astrum Solar for U.S.$53 million
(approximately £33 million) and in 2015 rebranded the solar business as Direct Energy Solar, providing Direct
Energy with a position in the growing U.S. residential solar market and allowing it to sell solar alongside its
existing range of energy and services products. In October 2014, the Group completed the sale of its branded -
Ontario home and small commercial services business to Enercare Inc. for C$426 million {approximately
£235 million) as well as shares in the purchaser valued at C$106 million {(approximately £59 million). Direct
Energy Services is now focusing its attention on delivering growth in Alberta and the United States.

Developments in the downstream businesses

As part of the Group's revised strategy, the downstream businesses will be a partlcular focus for
future growth and development, The focus ‘will include the establishment of a commen operating model to
leverage international scale and pursue synergies. The Group intends to deliver growth in energy supply
through cost efficiency, improved customer service and retention across all markets and in market share in
the Republic of Iretand and North America, to offsst competitive intensity and energy efficiency. In services,
there will be a foous on growth through efficiency and an expansion of product offerings, including
propositions for landlords in the UK and protection plans and solar in North America. The Group also intends
fo grow its connected homes proposition, including the Hive branded products, which will be incorporated into
a newly formed Connected Homes global business unit, through capitalising internationally on its existing UK
market-leading position and end-to-end capabilities.

Centrica Energy

Centrica Energy owns a number of gas and oil production assets in the UK, the Netherlands,
Norway, Trinidad and Tobage and Canada, gas-fired and wind power generation assets across the UK, as
well as a minority equity stake in a nuclear operator, EDF Energy Nuclear Generation Limited {formerly British
Energy). Through the Group's trading business, Centrica Energy Is also responsible for providing a route to
market to supply residential and business customers in Great Britain, and for wholesale and certain industrial
gas sales activities, energy procurement optlm;satlon and schedulmg operations in all markets outside” of
North America.

The Group has entered Into a number of long term commeodity purchase contracts including gas and
electricity contracts with a number of international energy companies, such as Statoil and Qatargas, and
Centrica Energy manages gas transportation and shipping services through the UK-Continent Interconnactor
pipeline between Bacton on the Norfolk coast and Zeebrugge in Belgium, in which it has capacity rights.

The Group’s energy trading and wholesaling business in the UK, Centrica Energy Limited, trades
with the participants in the wholesale British energy market and is an active player in the European markets,
as well as trading on behalf of other members of the Group, particularly British Gas Residenttal and British
Gas Business.
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Centrica Energy - Exploraiion and Production

The Group currently has equity interests in épproximately 80 producing gas and oil fields in UK,
Dutch, Trinidadian and Norwegian waters. Further, it has equity interests in approximately 9,400 welis in
Canada, including the interests acquired from Suncor Energy in 2013, It also has a number of development
projects and gas exploration licences. Estimated total net proven and probable gas and oil reserves for the
Group were 615 mmboe as at 31 December 2014, including 168 mmboe in Canada and 30 mmboe in the
Rough gas storage faciiity (as described on page 174 of the annual report of the Issuer for the year ended 31
December 2014).

The Group’s principal producing fields are South Morecambe, Kvitebjom, Statfjord, Chiswick and
Grove in Europe, NCMA-1 in Trinidad and Tobago and Foothills, Hanlan, Medicine Hat, Gllby, Ferrier and
Carrot Creek in Alberta, Canada. The Group's principal development projects are Valemon in Norway and
Cygnus in the UK. The large scale Valemon praject in the Norwegian North Sea was brought on-stream in
January 2015, with further wells being drilled over 2015 and info 2016 with the intention of maximising the
racoverable reserves from the field. The Cygnus project in the southern North Sea is due to produce first gas
in the first half of 2016.

The Group also holds a 25 per cent. interest in the Bowland shale exploration license in Lancashire
which it acquired from Cuadrilla Resaurces and AJ Lucas in 2013. On 29 June 2015, Lancashire county
council rejected planning applications by Cuadrilla Resources to permit driling at two sites in Lancashire
(Preston New Road and Roseacre Wood) and a related application to monitor seismic activity at Roseacre
Wood. Cuadrilla Resources is currently appealing the decisions.

in September 2013, the Group, together with Qatar Petroleum International (QP1), the international
arm and wholly owned subsidiary of Qatar Petroleum, jointly completed the acquisition of a package of
producing conventional natural gas and crude ol assets and associated infrastructure located in the Western
Canadian Sedimentary Basin from Sunéor Energy for C$987 million (£601 million) in cash. The assets were
acquired by a partnership — the CQ Energy Canada Partnership - between Centrica (60 per cent. share} and
QP| (40 per cent. share), which is operated by Centrica. The assets increased Centrica’s proven and
probable (2P) reserves by 101mmboe (approximately 90 per cent. natural gas).

In May 2014, the Group announced that QPI had agreed to acquire 40 per cent. of the Group's
wholly owned gas and crude oil asséts in Canada for C$200 million (£107 million), with Centrica putting its
wholly owned assets in the region under the CQ Energy Canada Partnership as a result. The transaction was
completed on 1 October 2014.

As part of the Group’s revised strategy, the Group has decided to reduce and fimit scale in E&P by
transitioning to a smaller E&P business which produces between 40-50 mmboe per annum, focused
principally on the North Sea and East Irish Sea with the aim of providing diversity of cash flows and promoting
balance sheet strength. Going forward, the Canadian E&P business will be considered non-core, and the
Group will work with its partner QPI to maximise value.

Centrica Energy — Power

The Group owns and operates six gas-fired power stations in England and Wales, with a combined
capacity of 3.7GW. The Group also owns the King’s Lynn power station, which is currently mothballed. In
February 2015, the Group announced its intention to close the Killingholme power station, which is planned to
close in 2018. Following a review of alternatives to closure, the Brigg power station is expected to operate at
a reduced capacity as a distributed generation unit.

The Group also has a tolling arrangement with the owners of an 860MW power station at Spalding, a
tolling agreement in respect of the 428MW Rijnmond power station in the Netherlands and a coal-priced
elactricity supply contract with Drax Power Limited, owner of the Drax power station in North Yorkshire, which
provides the Group with access to 300MW of power until the end of 2015.

The Group produces renewable power through its operated joint venture wind farms at Glens of -

. Foudland, Lynn and Inner Dowsing and Lincs, which each have oulstanding project finance debt at the

project company level and which are therefore off batance sheet for the Group. The Group no longer owns

any wind development projects following the sale of its Race Bank offshore wind farm project to Dong Energy

Power in December 2013 and a decision to stop development activity in its Round 3 Irish Sea Zone project,

Celtic Array, with the partners handing back the Zone to the Crown Estate. In December 2014 the Group sold
its 50 per cent. non-operated interest in the Barrow offshore wind farm to Dong Energy for £50 millian.
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The Group also owns a 20 per cent. equity stake in Lake Acquisitions Limited which indirectly owns
100 per cent. of EDF Energy Nuclear Generation Limited, the owner of eight operational nuclear power
stations in the UK, with a total capacity of 8.9GW.

In power, the Group's strategy limits emphasis on central powser generation, with many of the skills
already residing in the power business being migrated to the new global Distributed Energy and Power
business. The Group sees distributed energy and power as a material opporiunity with B2B customers,
including energy efficiency, flexible generation and new technologies alongside energy management systems
and optimisation. As part of this change in focus, the Group has announced its intention to dispose of its
remalning wind joint ventures whilst its interest in UK nuclear pdwer plants owned by EDF Energy Nuclear
Generatlon Limited will be considered as a financial investment, and evaluated on this basis going forward.

Centrica Energy — Midstream

Centrica Energy's midstream operations are responsible for procurement and contracting for energy
in the United Kingdom, along with asset-backed optimisation and trading, and principally operates as Centrica
Energy Limited and British Gas Trading Limited. |t trades with the major participants in the wholesale
European energy markets. Centrica Energy’s midstream business is responsible for accessing the external
markets on behalf of both the Group's upstream and downstream operations. The Group regularly enters into
commodity purchase and sale contracts, including gas and electricity contracts with & number of international
energy companies, to supplement energy produced by its own upstream assets.

Centrica Enargy also sources energy on behalf of the Group’s downstream operations in the United
Kingdom. To do this, Centrica Energy uses a combination of the Group's long-term procurement contracts
and short-term ‘arrangements to balance energy supplies and customer demand and to optimise the price
paid by the Group. To offset adverse fluctuations in prices, the Group also enters into various hedging
agreements, including gas storage, and utilises over-the-counter and exchange-traded instruments to
optimise the prices paid by the Group.

In March 2013, the Group announced that it had entered into a 20 year agreement with Cheniere
Energy Partners, L.P. to purchase approximately 89 billion cubic feet (bcf) per annum of LNG for export from
the Sabine Pass liquefaction plant in Louisiana. The transaction gives the Group desiination rights over
cargoes for the first ime on a long term basis and Is expected to allow the Group to benefit from any
differential between North American gas prices and those in other markets. In April 2015, the U.S. Federal
Energy Regulatory Commission issued autherisation to allow Sabine Pass Liguefaction LLC to construct and
operate the fifth train expansion at their LNG facility in Louisiana and at the end of June the project received a
Non-Free Trade Agreesment export licence from the U.S. Department of Energy. The Group expects to take
delivery of its first LNG cargo under this U.S. export contract in late 2018 or 2019,

In the first half of 2015, the Group completed the sale and purchase of a number of LNG cargoes,
Including its ‘Delivered Ex-Ship’ delivery to South America, as the business continues to increass its presence
and capability in LNG.

As part of the Group's revised strategy, the Group has identified energy marksting and trading as an
area for growth through leveraging its optimisation and risk management capabilities in LNG and route to
market services.

Storage UK - Cenltrica Storage Limited

Centrica Storage Limited (Centrica Storage), a wholly owned subsidiary of the Group, operates the
Rough gas storage facility, a seascnal storage facility acquired by the Group in November 2002. As part of
the Group strategy, the Group will continue to operate the Rough gas storage facility with a continued focus
on safety, compliance and efficiency.

The facility consists of a partially depleted gas field (the Rough field) in the Southern Nerth Sea
{SNS), approximately 18 miles off the east coast of Yorkshire, together with an onshore gas processing
terminal at Easington. It is the largest gas storage facility in the United Kingdom, able to meet approximately
10 per cent of current national gas demand on a cold winter's day, when at full capacity. In March 2015,
Centrica Storage decided to limit the maximum operating pressure of the Rough wells due to a potential
technical Issue that had been discovered. It is anticipated that the limitation will remaln In place at least until
the testing and verification works are completed which is expected to occur between September and
December 2016. In July 2015, Centrica Storage received consent from the Oil and Gas Authority to increase
the reservoir size of Rough by 4.5TWh which will partiatly restore Rough's previous capacity Ievel before the
limitation was imposed, as well as allowing the sale of cushion gas from the asset.
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In addition to providing storage broducts, Centrica Storage also provides gas processing Services for
Centrica Energy — Exploration and Production’s York field in the SNS.

Following the acquisition by the Group of the Rough facility and a subsequent Competition
Commission inguiry, “Undertakings” (as amended in Apiil 2011) were given by the issuer and Centrica
Storage to the Secretary of State for Trade and Industry in 2003 which place certain obligations on Centrica
Storage and the Group in respect of the storage business.

The undertakings require Centrica Storage to be legally, financlally and physically separate from all
other Centrica businesses. In particular, there are restrictions prohibiting the disclosure by Centrica Storage
of "Commercially Sensitive Information” (CSI} to other parts of the Group and prohibiting the. solicitation or
making use of CSI by other parts of the Group. In line with Its obligations, Centrica Storage makes available
the majority of capacity within the Rough facility to users other than Group companies. A proportion of
capacity can be purchased by other parts of the Group and some capacity can be sold as non-Standard
Bundled Unit products with the agreement of Ofgem.
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TAXATION

General

The cominents below are of a general nature and are not intended to be exhaustive, They assume

© that there will be no substitulion of the Issuer and do not address the consequences of any such
substitution (notwithstanding that such substitution may be permitted by the terms and conditions
of the Notes). Any Notehoiders who are in doubt as to their own tax position should consult their

_professional advisers. :

United Kingdom Taxation

The comments below are based on the Issuer's understanding of current United Kingdom law
{as applied in England and Wales) and published HM Revenue and Customs practice (which may not
be binding on HM Revenue and Customs) describe certain aspects of the United Kingdom tax
treatment in respect of the Notes. Some comments do not apply to certain classes of persons (such
as dealers and persons connected with the Issuer} to whom special rules may apply. The comments
relate only to the position of persons who are absolute beneficial owners of the Notes. Prospective
holders of Notes should be aware that the particular terms of issue of any Series of Notes as specified
in the applicable Final Terms may affect the tax treatment of that and other Series of Notes. The
United Kingdom tax treatment of prospective holders of Notes depends on their individual
circumstances and may be subject to change in the future. Prospective holders of Notes 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 are strongly advised to consult their own professional advisers. References in this part to
“interest” shall mean amounts that are treated as interest for the purposes of United Kingdom
taxation. '

interest on the Notes

(1) Payments of interest on the Notes may be made without withhelding or deduction for or on account
" of United Kingdom income tax as long as the Notes are and continue to be listed on a recognised
stock exchange within the meaning of section 1005 of the Income Tax Act 2007. The London Stock
Exchange is such a recognised stock exchange. Securities will be treated as listed on the London
Stock Exchange if they are included in the Official List (within the meaning of and in accordance with
the provisions of Part 8 of the Financial Services and Markets Act 2000) and admitted to trading on
the London Stock Exchange. Provided, therefore, that the Notes remain so listed, interest may be

paid an the Notes without withholding or deduction for or on account of United Kingdom income tax.

(2) Payments of interest on the Notes may also be made without withholding or deduction for or on
account of United Kingdom income tax by a company if, at the time the payments are made, the -
Issuer reascnably believes that the beneficial owner of the Note is within the charge to United
Kingdom corporation tak in respect of that interest or falls within a list of specific tax exempt entities
and bodies as set ouf in Chapter 11 of Part 15 of the Income Tax Act 2007, provided that HM
Revenue and Customs has not given a direction (in circumstances where it has reasonable grounds
to believe that the above exemption is not available in respect of such payment of interest at the time
the payment is made) that the interest should be paid under deduction of tax.

(3) In addition to the exemptions referred to above, where the maturity of the Notes is less than 365
days and those Notes are not issued with the intention, or under a scheme or arrangement the effect
of which is, that such Notes form part of a borrowing with a total term of more than 364 days,
payments of interest on the Notes may be made without withholding or deduction for or.on account
of United Kingdom income tax.

(4) In other cases, an amount must generally be withheld from payments of interest on the Notes on

" account of United Kingdom income tax at the basic rate {(currently 20 per cent.) subject to the

availability of other reliefs under domestic law or to any direction to the contrary from HM Revenue

and Customs in respect of such relief as may be avallable pursuant to the provisions of any
applicable double taxation treaty.

(5) If Notes are redsemed at a premium, as opposed to being issued at a discount, then any such
element of premium may constitute a payment of interest for United Kingdom tax purposes. In that
event, payments thereof would be subject to the treatment outlined in paragraphs (1) to (4) above
and to the reporting requirements mentioned in paragraphs 10 to 14 below,
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(7

Any amount treated as interest an a Note issued by the Issuer has a United Kingdom scurce and
accordingly may be chargeable to United Kingdom income tax by direct assessment even where
such interest is paid without withholding. However, where the interest is paid without withholding or
deduction on account of United Kingdom tax, the interest is not chargeable to United Kingdom tax in
the hands of a Noteholder (other thah certain trustees) who is not resident for tax purposes’ in the
United Kingdom unless that Noteholder carries on a trade, profession or vocation in the United
Kingdom through a branch or agency in the United Kingdom in connection with which the interest is
received or to which those Notes are attributable (and where that Noteholder is a company, unless
that Noteholder carries on a trade in the United Kingdom through a permanent establishment in
connection with which the intergst is received or to which the Notes are attributable), There are

“certain exemptions for interest received by certain specified categories of agent (such as some

brokers and investment managers). i

Noteholders should note that the provisions relating to additional amounts referred te in “Terms and
Conditions of the Notes — Taxation” above would not apply if HM Revenue and Customs sought to
assess directly the person entitled to the relevant interest to United Kingdom tax. However,
exemption from, or reduction of, such United Kingdom tax liability might be avallable under an
applicable double taxation treaty. ’

Other United Kingdom Taxation Considerations

(8)

©)

Notehclders which are companies within the charge to United Kingdom corporation tax may be
subject to United Kingdom corporation tax on their holding, disposal or redemption of Notes. The
nature of the tax charge will depend on the terms of the Note in question and the particular
circumstances of the relevant Notshoider. In particular, Noteholders within the charge to United
Kingdem corporation tax should have regard to the provisions of the “loan relationship” legislation
gontained in the Corparation Tax Act 2009,

Noteholders who are individuals or trustees and whao are resident in the United Kingdom or who
carry on a trade in the United Kingdom to which the Notes are attributable may be subject to United
Kingdom income or capital gains tax on their holding, disposal or redemption of Notes. The nature of
the tax charge will depend on the terms of the Note in question and the particular circumstances of
the reievant Noteholder. In particular such Noteholders should have regard to the chargeable gains
legislation, the "accrued income scheme” and the “deeply discounted securities” lagislation.

Reporting Requirements

(10)

Information reléting to securities and accounts may be required to be provided to HM Revenue &

~ Customs in certain circumstances. This may include the value of the Notes, amounts paid or

credited with respect to the Notes, details of the holders or beneficial owners of the Notes (or the
persons for whomn the Notes are held), details of the persons who exercise control over entities that
are, or are treated as, holders of the Notes, defails of the persons to whom payments derived from
the Notes are or may be paid and information and documents in connection with transactions

' relating to the Notes. Information may.be required to be provided by, amongst others, the Issuer, the

holders of the Notes, persons by (or via) whom payments derived fram the Notes are made or who
receive (or would be erntitled to receive) such payments, persons who effect or are a party to
transactions relating to the Notes on behalf of others and certain registrars or administrators. In
certain circumstances, the information obtained by HM Revenue & Customs may be provided to tax
autharities in other countries.

EU Savings Directive

(N

Under Council Directive 2003/48/EC (the Savings Directive) on the taxation of savings income, EU
Member States are required to provide to the tax authorities of another EU Member State details of
payments of interest (or similar income) paid by a person established within its jurisdiction to (or
secured by such a person for the benefit of) an individual resident in that other EU Member State or
to {or secured for) certain other limited types of entities established in that other EU Member State.
However, for a transitional period, Austria is instead required (unless during that period it elects

‘otherwise) to operate a withholding system in relation to such payments (the ending of such

transitional period being dependent upon the conclusion of certain other agreements relating to
information exchange with certain other countries and subject to a procedure whereby, on meeting
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(2}

@)

certain conditions, the beneficial owner of the interest or other Income may request that no tax be
withheld). A number of non-EU countries and territories including Switzerland have adopted similar
measures to the Savings Directive (a withholding systemn in the case of Switzerland).

The Councll of the Eurcpean Union has adopted a Directive (the Amending Savings Directive)
which would, when implemented, amend and broaden the scope of the requirements of the Savings
Directive described above. The Amending Savings Directive will expand the range of payments
covered by the Savings Directive, in particular to include additional types of income payable on
securities, and the circumstances in which payments must be reported or paid subject to
withholding. For example, payments made to (or for the bensfit of} (i) an entity or legal arrangement
effectively managed in an EU Member State that is not subject to effective taxation, or (i) a person,
entity or legal arrangsment established or effectively managed outside of the EU {and outside any
third country or territory that has adopted similar measures to the Savings Directive) which indirectly
benefit an individual resident in an EU Member State, may fall within the scope of the Savings
Directive, as amended. The Amending Savings Directive requires EU Member States to adopt
national legislation necassary to comply with it by 1 January 2016, which legislation must apply from
1 January 2017. )

The Council of the European Union has also adopted a Directive {the Amending Cooperation
Directive) amending Council Directive 2011/16/EU on administrative cooperation in the field of
taxation so as to introduce an extended automatic exchange of information regime in accordance
with the Global Standard released by the CECD Council in July 2014. The Amending Cooperation
Directive requires EU Member States to adopt national legisfation necessary to comply with it by 31
December 2015, which legislation must apply from 1 January 2016 (1 January 2017 in the case of
Austria). The Amending Cooperation Directive is generally broader in scope than the Savings
Directive, although it does not impose withholding taxes, and provides that to the extent there is
overlap of scope, the Amending Cooperation Directive prevails.

The European Commissicn has therefore published a proposal for a Council Directive repealing the
Savings Directive from 1 January 2018 (1 January 2017 in the case of Austria) in each case subject
to transitional arrangements. The proposal also indicates that, if it is adopted, EU Member States will
not be required to implement the Amending Savings Directive. Information reporting and exchange
will however still be required under Council Directive 2011/16/EU as amended.

Foreign Account Tax Compliance Act

"y

Pursuant to Sections- 1471 through 1474 of the U.S. Internal Revenue Code of 1986, as amended,
and regulations, interpretations and agreements relating thersto (together FATCA), a “foreign
financlal institution” may be required to withhold on, among other things, certain payments it makes
(foreign passthru payments) to-persons that fail to meet certain certification, reporting, or related
requirements, The lssuer believes that it is not a foreign financial institution for these purposes. A’
number of jurisdictions (including the United Kingdom) have entered into, or have agreed in

substance to, intergovernmental agreements with the United States to implement FATCA (IGAs),

which modify the way in which FATCA applies in their jurisdictions. Certain aspects of the application
of these rules to. instruments such as the Notes, including whether withholding would ever be
required pursuant to FATCA or an IGA with respect to payments on instruments such as the Notes,
Is not clear at this time. Even if withholding would be reguired pursuant to FATCA or an IGA with
respect to payments on instruments such as the Notes, such withholding would not apply prior to 1
January 2019 on forefgn passthru payments and Notes that are not treated as equity for U.S. federal
income tax purposes issued on or prior to the date that is six months after the date on which final
regulations defining “foreign passthru payments” are filed with the U.S. Federal Register generally -
would be “grandfathered” for purposes of FATCA withholding with respect to foreign passthru
payments unless materially moedified after such date (including by reason of a substitution of the
Issuer). However, if additional notes of a Series {as described under "Terms and Condifions of the
Notes—Further Issues”) that are nat distinguishable from Notes of such Series issued prior to the
expiration of the grandfathering period are issued after the expiration of the grandfather period and
are subject to withholding under FATCA, then withholding agents may treat all notes of such Series,
including grandfathered Notes of such Series, as subject to withholding under FATCA. Holders.
should consult their awn tax advisors regarding how these rules may apply to their investment in the
Notes.
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The Proposed Financial Transactions Tax

(1)

On 14 February 2013, the European Commission published a proposal (the Commission’s
Proposal) for a Directive for a common financial transaction tax (FTT) in Belgium, Germany,
Estonia, Greece, Spain, France, ltaly, Austria, Portugal, Slovenia and Slovakia (the participating
Member States).

The Commission’s Proposal has very broad scope and could, if introduced, apply to certain dealings
in Notes (including secondary market transactions) in certain circumstances. The issuance and
subscription of Notes should, however, be exempt.

Under the Commission's Proposal the FTT could apply in certain circumstances to persons both
within and outside of the participating Member States. Generally, it would apply to certain dealings in
Notes where at least one party is a financial institution, and at least one party is established in a
participating Member State. A financial institution may be, or be deemsd to be, “established” in a
participating Member State in a broad range of circumstances, including {(a) by transacting with &
person established in a participating Member State or (b) where the financial instrument which Is
subject to the dealings is issued in a participating Member State.

Joint statements issued by participating Member States indicate an intention to implement the FTT
by 1 January 2016.

However, the FTT proposal remains subject to negotiation between the participating Member States,
and the scope of any such tax is uncertain. Additional EU Member States may decide to participate.

Prospective holders of Notes are advised to seek their own professional advice in relation to the
FTT. ‘
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SUBSCRIPTION AND SALE

The Dealers have, in a procgramme agreement, otiginally dated 7 Sepiember, 2001, as
supplemented and/or amended and/or restated from time to time and as most recently amended and restated
on 25 September 2015 (the Programme Agreement), agreed with the Issuer a basis upon which they or any
of them may from time to time agree to purchase Notes. Any such agreement will extend to those matters
stated under “Terms and Conditions of the Notes” above.

United States .
Fy

The Notes have not been and will not be registered under the Securities Act and may not be offered
or sald 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 (Regulation S).

The Notes are subject to U.S. fax 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.8. Treasury regulations. Terms used In this paragraph have the meanings given to them by the U.S.
Internal Revenue Code of 1986 and U.S. Treasury regulations promulgated thereundsr. The applicable Final
Terms will identify whether TEFRA C rules or TEFRA D rules apply or whether TEFRA is not applicable.

Each Dealer has represented and agreed, and each further Dealer appointed under the Programme
will be required to represent and agree, that it will not offer and sell Notes (i) as part of their distribution at any
time or (i) otherwise until 40 days after the completion of the distribution, as determined and certified by the
relevant Dealer or, in the case of an issue of Notes on a syndicated basis, the relevant lead manager, of all
Notes of the Tranche of which such Notes are a part, within the United States or to, or for the account or
benefit of, U.S. persons. Each Dealer has further agreed, and each further Dealer appointed under the
Programme will be required to agree, that it will send to each dealer to which it sells any Notes during the
distribution compliance period a confirmation or other notice setting forth the restricions on offers and sales
of the Notes within the United States or to, or for the account or benefit of, U.S. persons. Terms used in this
paragraph have the meanings given to them by Regulation S.

Until 40 days after the commencement of the offering of any Series of Notes, an offer or sale of such
Notes within the United States by any dealer (whether or not participating in the offering) may violate the
registration requirements of the Securities Act if such offer or sale is made otherwise than in accordance with
an available exemption from registration under the Securities Act.

Public Offer Selling Restriction under the Prospectus Directive

In relation to each Member State of the European Economic Area which has implemented the
Prospectus Directive (each, a Relevant Member State), each Dealer has represented and agreed, and each
further Dealer appointed under the Programme will be required to represent and agree, that with effect from
and including the date on which the Prospectus Directive is implemented in that Relevant Member State (the
Relevant Implementation Date) it has not made and will not make an offer of Notes which are the subject of
the offering contemplated by this Base Prospectus as completed by the final terms in relation thereto to the
public in that Relevant Member State except that it may, with effect from and including the Relevant
Implementation Date, make an offer of such Notes to the public in that Relevant Member State:

{(a) at any time to any legal entity which is a qualified investor as defined in the Prospectus Directive;

(b} at any time {o fewer than 150 natural or legal persons (other' than qualified investers as defined in
the Prospectus Directive) subject to obtaining the prior cartsent of the relevant Dealer or Dealers
nominated by the lssuer for any such offer; or

(c) at any time in any other circumstances falling within Article 3(2) of the Prospecius .Directive,

provided that no such offer of Notes referred to in (a) to {c) above shall require the Issuer or any Dealer to
publish a prospectus pursuant to Article 3 of the Prospectus Directive or supplement a prospectus pursuant o
Article 16 of the Prospectus Directive.

For'the purposes of this provision:

the expression an offer of Notes to the public in relation to any Notes in any Relevant Member
State means the communication in any form and by any means of sufficient information on the terms of the
offer and the Notes to be offered so as to enable an investor to decide to purchase or subscribe the Notes, as
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the same may be varied in that Member State by any measure implementing the Prospectus Directive in that
Member State; and

the expression Prospectus Directive means Directive 2003/71/EC (as amended, including by
Directive 2010/73/EU). - ‘ -

United Kingdom

Each Dealer has represented and agreed, and each further Dealer appeinted under the Programme
will be required fo represent and agree, that: 7 N

(a) in relation to any Notes which have a?"maturity of less than one year, (i) it is a person whose o”rdinary
activities involve it in acquiring, holding, managing or disposing of investments (as principal or agent)
for the purposes of its business and (i) it has not offered or sold and will not offer or sell any Notes
other than to persons whose ordinary activities involve them in acquiring, holding, managing or
disposing of investments (as principal or as agent) for the purposes of their businesses or who it is
reasonable to expect will acquire, hold, manage or dispose of investments {as principal or agent) for
the purposes of their businesses where the issue of the Notes would otherwise constitute a
contravention of Section 19 of the FSMA by the Issuer; ‘

(b) it has only communicated or caused to be communicated and will only communicate or cause to be

© communicated an invitation or inducement to engage in investment activity (within‘the meaning of

Section 21 of the FSMA) received by it in connection with the issue or sale of any Notes in
circumstances in which Section 21(1) of the FSMA doaes not apply to the Issuer; and

{c) it has complied and will comply with all applicable provisions of the FSMA with respect to anything
done by It In relation to any Notes in, from or otherwise involving the United Kingdom.

General

Each Dealer has agreed, and each further Dealer appointed under the Programme will be required
to agree, that it will (to the best of its knowledge and belief) comply with ali applicable securities laws and
regulations in force in any jurisdiction in which it purchases, offers, sells or delivers Notes or possesses or
distributes this Base Prospectus and will obtain any consent, appraval or permission required by it for the
purchase, offer, sale or delivery by it of Notes under the laws and regulations in force in any Jurisdiction to
which it is subject or in which It makes such purchases, offers, sales or deliveries and nejther the Issuer nor
any of the other Dealers shall have any responsibility therefor.

None of the Issuer and the Dealers represents that Notes may at any time lawfully be sold in
compliance with any applicable registration or other requirements in any jurisdiction, or pursuant to any
exemption available thereunder, or assumes any responsibility for facilitating such saie.
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GENERAL INFORMATION

Authorisation

The establishment and updates of the Programme and the issue of Notes have been duly authorised
by resolutions of the Board of Directors of the Issuer dated 28 June, 2001, 4 September, 2002, 20 October,
2005, 21 September, 2006, 20 September, 2007, 18 September, 2008, 28 July, 2009, 26 July, 2010,
16 September, 2011, 25 September, 2012, 26 September, 2013, 22 September 2014 and 14 September
2015 and the resolutions of the committee of the Board of Directors of the Issuer passed on 19 September
2008, 28 August, 2009, 29 September, 2010, 23 September, 2011, 25 Sepﬁember, 2012 and 26 September,
2013. T A

Listing of Notes

The admission of Netes to the Official List will be expressed as a percentage of thelr nominal
amount (excluding accrued interest). It is expected that each Tranche of Notes which is to be admitted to the
Official List-and to trading on the London Stock Exchange's regulated market will be admitted separately as
and when issued, subject only to the issue of one or more Global Notes initially representing the Notes of
such Tranche. Application has been made to the UK Listing Authority for Notes issued under the Programme
to be admitted to the Official List and to the London Stock Exchange for such Notes to be admitted to trading
on the Laondon Stock Exchange's regulated market. The listing of the Programme in respect of Notes is
expected to be granted on or before 30 September 2015.

Documents Available

For the period of 12 manths following the date of this Base Prospecius, copies of the following
documents will, when published, be available for inspection at the registered office of the Issuer and from the
specified office of the Paying Agent for the time being in London:

(a) the Articles of Association of the Issuer; _

(b) the consclidated audited financial staterments of tHe Issuer in respect of the two financial years
ended 31 December 2013 and 2014 together with the audit reports prepared in connection
therewith;

(c) the most recently published audited annual financial statements of the Issuer and the most recently

published unaudited interim financial statements (if any) of the Issuer, in each case together with any
audit or review reports prepared in connection therewith;

(d) the Programme Agreement, the Agency Agreement, the Trust Deed and the forms of the Global
Notes, the Notes in definitive form, the Coupons and the Talcons;

(e) a copy of this Base Prospectus; _

(f) any future series prospectuses, suppiements and Final Terms to this Base Prospectus and any other
documents incorporated herein or therein by reference; and

(9} in the case of each issue of Notes admitted to trading on the Londen Stock Exchange'’s regulated
market subscribed pursuant to a subscription agreement, the subscription agreement (or equivalent
document),

Clearing Systems

The Notes are expected to be accepted for clearance through Euroclear and Clearstream,
Luxembourg (which are the entities in charge of keeping the records). The appropriate Gommon Code and
. ISIN for each Tranche of Notes allocated by Euroclear and Clearstream, Luxembourg will be specified in the
applicable Final Terms. If the Notes are to clear through an additional or alternative clearing systermn the
appropriate information will be specified in the applicable Final Terms.

The address of Euroclear is Euroclear Bank SA/NV, 1 Boulevard du Roi Albert I, B-1210 Brussels
and the address of Clearstream, Luxembourg is Clearstream Banking S.A., 42 Avenue JF Kennedy, L-1855
Luxembourg. '
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Conditions for determining price

The price and amount of Notes to be issued under the Programme will be determined by the Issuer
and the relevant Dealer at the time of issue in accordance with prevailing market conditions.

Yield

In relation to any Tranche of Fixed Rate Notes, an indication of the yield In respect of such Notes will
be specified in the applicable Final Terms. The yield is calculated at the Issue Daie of the Notes on the basis
of the relevant lssue Price. The yield indicated will be calculated as the yield to maturity as at the Issue Date
of the Notes and wilt not be an indication of future yield.

Significant or Material Change

There has been no significant change in the financial or trading position of the Issuer and its
Subsidiaries taken as a whole since 30 June 2015 and there has been no material adverse change in the
financial position or prospects of the Issuer and its Subsidiaries taken as a whole since 31 December 2014,

Litigation

There are no governmental, legal or arbitration proceedings {including any such proceedings which
are pending or threatened of which the lssuer is aware), nor have there been such proceedings in the 12
months preceding the date of this document, which may have or have in such period had a significant effect
on the financial position or profitability of the Issuer and/or the Group.

Auditors
PricewaterhouseCoopers LLP, Chartered Accountants and Registerad ‘uditors (members of the -
Institute of Chartered Accountants of England and Wales) have audited, and re, - ualified audit

reports on, the annual consolidated published accounts of the Issuer and its subsidiaries in accordance with
International Financial Reporting Standards and the annual non-consolidated published accounts of the
Issuer in accordance with generally accepted auditing standards in the United Kingdom for each of the two
financial years ended on 31 December 2013 and 31 December 2014, The auditors of the Issuer have no
material interest in the Issuer.

Transactions with the Dealers

Certain of the Dealers and their affiliates have engaged, and may in the future engage, in investment
banking and/or commercial banrking transactions with, and may perform services for, the Issuer and its
affiliates in the ordinary course of business. Certain of the Dealers and their affiliates may have positions,
deal or make markets in the Notes issued under the 'Programme, related derivatives and reference
obligations, including (but not limited to) entering into hedging strategies on behalf of the Issuer and its
affiliates, investor ¢lients, or as principal in order to manage their exposure, their general market risk, or other
trading activities. In addition, in the ordinary course of their business activities, the Dealers and their affiliates
may make or hold a broad array of investments and actively trade debt and equity securities (or related
derivative securities) and financial instruments. {including bank loans) for their own account and for the
accounts of their customers. Such investments and securities activiies may involve securities and/or
instruments of the Issuer or Issuer's affiliates. Certain of the Dealers or their affiliates that have a lending
relationship with the Issuer routinely hedge their credit exposure to the Issuer consistent with their customary
risk management policies. Typically, such Dealers and their affiliates would hedge such exposure by entering
into transactions which consist of either the purchase of credit default swaps or the creation of short positions
in securities, including potentially the Notes issued under the Programme. Any such positions could adversely
affect future trading prices of Notes issued under the Programme. The Dealers and their affiliates may also
make investment recommendations and/or publish or express independent research views in respect of such -
securities or financial instruments and may hold, or recommend to clients that they acquire, long and/or short
positions in such securities and instruments.
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