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(incorporated in Scotland under the Companies Act 1985 with registered number SC218813)

£500,000,000
5.75 per cent. Undated Subordinated Step-up Notes

Issue Price 99.415 per cent

The £500,000,000 5.75 per cent. Undated Subordinated Step-up Notes (the “Notes™) of HBOS plc (“HBOS” or the “Issuer”) are proposed to be issued on
28 November 2002 (the “Closing Date”). The Notes will bear interest at the rate of 5.75 per cent. per annum payable annually in arrear on 28 November in
cach year, in respect of the period from (and including) the Closing Date to (but excluding) 28 November 2025 (the “First Reset Date™). From (and
including) the First Reset Date and every fifth anniversary thereafter, the Notes will bear interest annually in arrear at the rates to be calculated as more
fully described under “Terms and Conditions of the Notes — Interest — Reset Rate of Interest”.

The Notes will be perpetual securities and not subject to any mandatory redemption provisions. The Notes will be redeemable on the First Reset Date or on

* any Reset Date (as defined herein) thereafter in whole, but not in part, at the option of HBOS. at their principal amount, together with interest accrued to
(but excluding) the date of redemption and all Arrears of Interest (as defined herein). if any. The Notes will also be redeemable, subject to the satisfaction
of certain conditions, in whole but not in part, at any time as a result of certain taxation reasons (as more fully described under “Terms and Conditions ~
Redemption and Purchase — Redemption for Tax Reasons”). Under existing Financial Services Authority (“FSA™) requirements. HBOS may not redeem
or purchase any Notes unless the FSA has given its prior written consent.

The Notes will be unsecured obligations of HBOS and will be subordinated to the claims of Senior Creditors (as defined herein). No payment of principal
or interest in respect of the Notes may be made unless HBOS is able to make such payment and remain solvent immediately thercafter. In addition, interest
on the Notes need not be paid on any Interest Payment Date (as defined herein) by HBOS if, in the six calendar months immediately preceding such
Interest Payment Date, no dividend has been declared or paid and no payment of interest made on any class of share capital or any other obligation of
HBOS ranking junior to the Notes on a winding-up of HBOS. See “Terms and Conditions of the Notes - Interest”. In the event of the winding up of HBOS
in Scotland, the holders of the Notes will, for the purpose only of calculating the amount payable in respect thereof, be treated as if they were the holders
of preference shares in the capital of HBOS on the day immediately prior to the commencement of the winding up and thereafter. See “Terms and
Conditions of the Notes - Status and Subardination”.

The Notes are expected to be assigned on issue a rating of A by Standard & Poor’s Rating Services, a division of The McGraw Hill Companies, Inc.
(“Standard & Poor’s”), Aa3 by Moody's Investors Services, Inc. (“Moody's”) and AA- by Fitch Inc. A credit rating is not a recommendation to buy, sell
or hold securities and may be subject to revision, suspension or withdrawal at any time by the relevant rating organisation.

The Notes will initially be represented by a temporary global Note (the “Temporary Global Note™), which will be deposited with a common depositary on
behalf of Clearstream Banking, société anonyme (“Clearstream, Luxembourg”) and Euroclear Bank S.A./N.V., as operator of the Euroclear system
(“Euroclear”) on the Closing Date. The Temporary Global Note will be exchangeable for interests in a permanent global Note (the “Permanent Global
Note™) on or after 7 Jannary 2003 upon certification as to non-U.S. beneficial ownership. The Permanent Global Note will be exchangeable for definitive
Notes in bearer form in the denominations of £1,000, £10,000 and £100,000 each only in the limited circumstances set out therein. See “Summary of
Provisions Relating to the Notes while in Global Form”.

Applications have been made to the FSA in its capacity as competent authority under the Financial Services and Markets Act 2000 (the “UK Listing
Authority™) for the Notes to be admitted to the official list of the UK Listing Authority (the “Official List”) and to the London Stock Exchange plc (the
“London Stock Exchange") for such Notes to be admitted to rading on the London Stock Exchange's market for listed securities. Admission to the
Official List of the UK Listing Authority together with admission to trading on the London Stock Exchange’ s market for listed securities constitute official
listing on a stock exchange.

Joint Lead Managers

Credit Suisse First Boston UBS Warburg
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This Offering Circular comprises listing particulars given in compliance with the listing rules made under
Section 74 of the Financial Services and Markets Act 2000 (the “FSMA”) by the UK Listing Authority for
the purpose of giving information with regard to HBOS, HBOS and its subsidiaries taken as a whole (the
“HBOS Group™) and the Notes. A copy of this Offering Circular has been delivered to the Registrar of
Companies in Scotland as required by Section 83 of the FSMA.

The Issuer accepts responsibility for the information contained in this Offering Circular. To the best of the
knowledge and belief of the Issuer (which has taken all reasonable care to ensure that such is the case), the
information contained in this Offering Circular is in accordance with the facts and does not omit anything
likely to affect the import of such information.

No person has been authorised to give any information or to make any representation not contained in this
Offering Circular and, if given or made, such information or representation must not be relied upon as
having been authorised by HBOS or the Joint Lead Managers (as defined under “Subscription and Sale”).
Neither the delivery of this Offering Circular nor any subscription, sale or purchase made in connection
herewith shall, in any circumstances, create any implication that there has been no change in the affairs of
HBOS or the HBOS Group since the date hereof.

Prospective investors should inform themselves as to the legal requirements and tax consequences within
the countries of their residence and domicile for the acquisition, holding or disposal of Notes and any
foreign exchange restrictions that might be relevant to them.

Prospective investors should satisfy themselves that they understand all of the risks associated with making
investments in the Notes. If a prospective investor is in any doubt whatsoever as to the risks involved in
investing in the Notes, he should consult his professional advisers.

This Offering Circular does not constitute an offer of, or an invitation by or on behalf of, HBOS or the Joint
Lead Managers to subscribe for or purchase any of the Notes. The distribution of this Offering Circular and
the offering of the Notes in certain jurisdictions may be restricted by law. Persons into whose possession
this Offering Circular comes are required by HBOS and the Joint Lead Managers to inform themselves
about, and to observe, any such restrictions.

No action has been taken to permit a public offering of the Notes in any jurisdiction where action would be
required for such purpose. Accordingly, the Notes may not be offered or sold, directly or indirectly, and this
Offering Circular may not be distributed in any jurisdiction, except in accordance with the legal
requirements applicable in any such jurisdiction. In particular, 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, the Notes may not be offered, sold or
delivered within the United States or to U.S. persons. A further description of certain restrictions on the

offering and sale of the Notes and on the distribution of this Offering Circular is given under “Subscription
and Sale” below.

Unless otherwise specified or the context otherwise requires, references in this Offering Circular to “£”
and “Sterling” are to the lawful currency of the United Kingdom of Great Britain and Northern Ireland
(the “United Kingdom”), references to “€” and “euro” are to the currency introduced at the start of the
third stage of European Economic and Monetary Union, pursuant to the Treaty establishing the European
Community, as amended from time to time, references to “JPY” and “¥” are to the lawful currency of
Japan and references to “US$” and “USD” are to the lawful currency of the United States.

In connection with this issue, Credit Suisse First Boston (Europe) Limited or any person acting for it
may over-allot or effect transactions with a view to supporting the market price of the Notes at a level
higher than that which might otherwise prevail for a limited period afier the Closing Date. However
there is no obligation on Credit Suisse First Boston (Europe) Limited to do this. Such stabilising, if
commenced, may be discontinued at any time, and must be brought to an end after a limited period.
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Terms and Conditions of the Notes

The terms and conditions to be endorsed on each of the Notes in definitive form (if issued) will be
substantially in the following form:

The £500,000,000 5.75 per cent. Undated Subordinated Step-up Notes (the “Notes™, which expression shall
in these Conditions, unless the context otherwise requires, include any further notes issued pursuant to
Condition 13 and forming a single series with the Notes) of HBOS plc (the “Issuer™) are constituted by a
trust deed dated 28 November 2002 (the “Trust Deed”) made between the Issuer and The Law Debenture
Trust Corporation p.l.c. (the “Trustee”) as trustee for the holders of the Notes (the “Noteholders”) and the
holders of the interest coupons appertaining to the Notes (respectively, the “Couponholders” and the
“Coupons”, which expression shall, unless the context otherwise requires, include the talons for further
Coupons (the “Talons™)). The issue of the Notes was authorised pursuant to a resolution of the Board of
Directors of the Issuer passed on 29 October 2002, written resolutions of a special commiitee of the Board
of Directors of the Issuer passed on 13 November 2002 and resolutions of a duly constituted committee of
the Board of Directors of the Issuer passed on 13 November 2002. The statements in these Conditions
include summaries of, and are subject to, the detailed provisions of and definitions in the Trust Deed.
Copies of the Trust Deed and the agency agreement dated 28 November 2002 (the “Agency Agreement”)
made between the Issuer and Citibank, N.A. as principal paying agent (the ‘“Principal Paying Agent”, which
expression includes the principal paying agent for the time being) and as agent bank (the “Agent Bank™)
and the Trustee are available for inspection during normal business hours by the Noteholders and the
Couponholders at the registered office for the time being of the Trustee, being at 26 November 2002 at
Fifth Floor, 100 Wood Street, London EC2V 7EX, and at the specified office of the Paying Agents (as
defined below). The Noteholders and the Couponholders are entitled to the benefit of, are bound by, and are
deemed to have notice of, all the provisions of the Trust Deed and are deemed to have notice of those
provisions of the Agency Agreement applicable to them.

1. Definitions
In these Conditions, except to the extent that the context otherwise requires:

“Arrears of Interest” means, so long as it remains unpaid, any interest not paid on an Interest Payment Date,
together with any other interest not paid on any other Interest Payment Date(s);

“Assets” means the unconsolidated gross assets of the Issuer, as shown in the latest published audited
balance sheet of the Issuer, but adjusted for contingent assets and for subsequent events, all in such manner
as the directors of the Issuer, the auditors of the Issuer or the liquidator of the Issuer (as the case may be)
may determine;

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

“Compulsory Interest Payment Date” means any Interest Payment Date if, in the six calendar months
immediately preceding such Interest Payment Date, any dividend has been declared or paid or any payment
of interest made on any class of share capital of the Issuer or any of the Preferred Securities or any other
obligations which rank in a winding up of the Issuer junior to the claims of the Noteholders;

“Determination Date” means, in relation to an Interest Calculation Period, the fifth London Business Day
prior to the first day of such Interest Calculation Period, provided that if it is not possible for any reason to
determine the Gross Redemption Yield on such day, the Determination Date shall be postponed to the first
London Business Day thereafter on which the Agent Bank determines that it is possible to determine the
Gross Redemption Yield;
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“First Reset Date” means 28 November 2025,

“FSA” means the Financial Services Authority of the United Kingdom and shall include any successor
organisation responsible for the supervision of banks’ regulatory functions in the United Kingdom;

“Gross Redemption Yield” means, with respect to a security, the gross redemption yield on such security, as
calculated by the Agent Bank 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: Price/Yield Formulae
“Conventional Gilts; Double-dated and Undated Gilts with Assumed (or Actual) Redemption on a Quasi-
Coupon Date™ (published 8/6/1998) on a semi-annual compounding basis (converted to an annualised yield
and rounded up (if necessary) to four decimal places);

“holder”, in relation to a Note, Coupon or Talon means the bearer of such Note, Coupon or Talon;
“Initial Rate of Interest” means 5.75 per cent. per annum;

“Interest Calculation Period” means the period commencing on (and including) the First Reset Date and
ending on (but excluding) the next following Reset Date and each successive period commencing on (and
including) a Reset Date and ending on (but excluding) the next succeeding Reset Date;

“Interest Commencement Date™ means 28 November 2002;
“Interest Payment Date™ means 28 November in each year, commencing 28 November 2003;

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

“Liabilities” means the unconsolidated gross liabilities of the Issuer, as shown in the latest published
audited balance sheet of the Issuer, but adjusted for contingent liabilities and for subsequent events, all in
such manner as the directors of the Issuer, the auditors of the Issuer or the liquidator of the Issuer (as the
case may be) may determine;

“London Business Day” means a day (other than a Saturday or Sunday) on which banks are open for
business generally in London;

“Optional Interest Payment Date” means any Interest Payment Date other than a Compulsory Interest
Payment Date;

“Paying Agents™ means the Principal Paying Agent and any other paying agent appointed as such from time
to time in accordance with the Agency Agreement;

“Permitted Reorganisation™ means a solvent reconstruction, amalgamation, reorganisation, merger or
consolidation whereby all or substantially all of the business, undertaking and assets of the Issuer are
transferred to a successor entity or the substitution in place of the Issuer of a subsidiary of the Issuer, the
terms of which reconstruction, amalgamation, reorganisation, merger, consolidation or substitution (i) have
previously been approved by the Trustee in writing or by an Extraordinary Resolution (as defined in the
Trust Deed) of the Noteholders and (ii) do not provide that the Notes shall thereby become repayable;

“Preferred Securities” means any securities issued by the Issuer from time to time, or in respect of which
the Issuer has assumed any obligations, and which, in each case are expressed to be, or are deemed at any
time by the FSA to be, Tier 1 Capital of the Issuer;

“Reference Dealers” means three brokers of gilts and/or gilt-edged market makers selected by the Agent
Bank in consultation with the Issuer and approved for this purpose in writing by the Trustee, or such other
three persons operating in the gilt-edged market as are selected by the Agent Bank in consultation with the
Issuer and approved for this purpose in writing by the Trustee;



-

“relevant date” means, in respect of any payment on the Notes or Coupons, the date on which such payment
first becomes due but, if the full amount of the money payable has not been received in London by the
Principal Paying Agent or the Trustee on or before the due date, it means the date on which, the full amount
of the money having been so received, notice to that effect shall have been duly given to the Noteholders by
the Issuer in accordance with Condition 16;

“Reset Date” means each fifth anniversary of the First Reset Date, so long as any Notes are outstanding;

“Reset Rate of Interest” means the rate of interest payable in respect of an Interest Calculation Period as
described in Condition 4(d);

“Senior Creditors” means creditors of the Issuer (i) who are unsubordinated creditors of the Issuer, or (ii)
whose claims are, or are expressed to be, subordinated (whether only in the event of the winding up of the
Issuer or otherwise) to the claims of unsubordinated creditors of the Issuer but not further or otherwise, or
who are subordinated creditors of the Issuer (whether as aforesaid or otherwise), other than in any such case
those whose claims are, or are expressed to rank, pari passu with, or junior to, the claims of the
Noteholders;

“Taxes” means any present or future taxes, duties, assessments or governmental charges of whatsoever
nature;

“Tier 1 Capital” has the meaning ascribed to it in the FSA’s “Interim Prudential Sourcebook: Banks” or any
successor publication replacing such sourcebook; and

“United Kingdom™ or “U.K.” means the United Kingdom of Great Britain and Northern Ireland.
2. Form, Denomination and Transfer

The Notes are issued in the form of serially numbered bearer Notes in denominations of £1,000, £10,000
and £100,000 each with Coupons and one Talon attached and title thereto and to the Coupons and Talon

will pass by delivery. Notes of one denomination are not exchangeable for Notes of any other
denomination. ’

The Issuer, the Trustee and the Paying Agents may (to the fullest extent permitted by applicable law) deem
and treat the holder of any Note or Coupon as the absolute owner for all purposes (notwithstanding any
notice to the contrary and whether or not such Note or Coupon shall be overdue and notwithstanding any
notice of ownership, trust or any interest in it, or writing on the Note or Coupon or any previous loss or
theft thereof) and no person shall be liable for so treating the holder.

3. Status and Subordination

(a)  Status

The Notes and the Coupons are unsecured, subordinated obligations of the Issuer, conditional as
provided in Condition 3(c)(i), and rank pari passu and without any preference among themsejves
and pari passu in point of subordination with its €415,000,000 Fixed to Floating Rate Subordinated
Extendable Maturity Notes 2048, £245,000,000 7.881 per cent. Subordinated Extendable Maturity
Notes 2048, £300,000,000 7.50 per cent. Undated Subordinated Step-up Notes, €300,000,000
Floating Rate Undated Subordinated Step-up Notes, ¥42,500,000,000 3.50 per cent. Undated
Subordinated Step-up Notes, £600,000,000 Undated Subordinated Notes and €500,000,000 Fixed to
Floating Rate Undated Subordinated Notes (in each case, together with any further issues which
shall be consolidated and form a single series therewith) and senior in point of subordination to its
obligations in respect of the Preferred Securities and junior in point of subordination to its
obligations in relation to Senior Creditors (as further described in 3(c) below).
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(b)

(c)

(a)

Set-Off

Subject to applicable law, no Noteholder or Couponholder may exercise, claim or plead any right of
set-off, compensation or retention in respect of any amount owed to it by the Issuer arising under or
in connection with the Notes or the Coupons and each Noteholder and Couponholder shall, by virtue
of being the holder of any Note or Coupon (as the case may be), be deemed to have waived all such
rights of set-off, compensation or retention.

Subordination

@

@)

Interest

Accrual

The rights of the Noteholders and Couponholders are subordinated to the claims of Senior
Creditors and, accordingly, payments of principal and interest are conditional upon the
Issuer being solvent at the time for payment by the Issuer, and no principal or interest
shall be payable in respect of the Notes except to the extent that the Issuer could make
such payment and still be solvent immediately thereafter. For the purposes of this
Condition 3(c)(i), the Issuer shall be solvent if (i) it is able to pay its debts owed to Senior
Creditors as they fall due and (ii) its Assets exceed its Liabilities (other than its Liabilities
to persons who are not Senior Creditors). A report as to the solvency of the Issuer by two
directors of the Issuer or, in certain circumstances as provided in the Trust Deed, the
auditors of the Issuer or, if the Issuer is in winding up, its liquidator shall, in the absence
of manifest error, be treated and accepted by the Issuer, the Trustee, the Noteholders, the
Couponholders and all other interested parties as correct and sufficient evidence thereof.
The Trustee may rely on certificates or reports provided by the auditors of the Issuer
whether or not any such certificate or report or any engagement letter or other document
entered into by the Issuer, the Trustee and/or the auditors of the Issuer in connection
therewith contains any limit (whether monetary or otherwise) on the liability of such
auditors.

If at any time an order is made or an effective resolution is passed for the winding up of
the Issuer in Scotland (except in respect of a Permitted Reorganisation), there shall be
payable on each Note (in lieu of any other payment, but subject as provided in Condition
3(c)(i)), such amount, if any, as would have been payable to the holder thereof if, on the
day immediately prior to the commencement of the winding up of the Issuer and
thereafter, such Noteholder were the holder of a preference share in the capital of the
Issuer of a notional class having a preferential right to a return of assets in the winding up
over the holders of all issued shares, including preference shares, for the time being in the
capital of the Issuer and any Preferred Securities and any other obligations which rank in
a winding up of the Issuer junior to the claims of Noteholders, on the assumption that
such holders of preference shares in such notional class were entitled (to the exclusion of
any other rights or privileges) to receive on a return of assets in such winding up an
amount equal to the principal amount of such Note, together with Arrears of Interest, if
any, and any accrued interest (other than Arrears of Interest) which is payable (as
provided in the Trust Deed).

The Notes bear interest from (and including) the Interest Commencement Date in accordance with
the provisions of this Condition 4.



(b)
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Subject to Conditions 3(c)(i) and 4(b)(i), interest shall be payable on the Notes annually in arrear on
each Interest Payment Date as provided in this Condition 4.

Whenever it is necessary to compute an amount of interest in respect of any Note for a period of less
than a complete Interest Period, such interest shall be calculated on the basis of the actual 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 divided by the actual
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 next (or first) Interest Payment Date.

If the Notes are to be redeemed pursuant to Condition 5(b) or (c), the Notes will cease to bear
interest from (and including) the due date for redemption thereof unless, upon due presentation,
payment of principal in respect of the Note is improperly withheld or refused. In such event, interest
will continue to accrue as provided in the Trust Deed.

Payment of Interest

@) Interest payments (excluding Arrears of Interest) on the Notes shali (subject to Condition
3(c)(i)) be payable on each Compulsory Interest Payment Date in respect of the Interest
Period ending on the day immediately preceding such date. On any Optional Interest
Payment Date there may (subject to Condition 3(c)(i)) be paid (if the Issuer so elects and
gives notice of such election to the Noteholders in accordance with sub-paragraph (ii) of
this Condition 4(b)) the interest payable on such Optional Interest Payment Date accrued
in the Interest Period ending on the day immediately preceding such date, but the Issuer
shall not be under any obligation to make such payment (other than (subject to Condition
3(c)(i)) where such election is made) and any failure to pay (other than as aforesaid) shall
not constitute a default by the Issuer for any purpose. Arrears of Interest may, at the
option of the Issuer (subject to Condition 3(c)(i)) be paid in whole or in any part at any
time upon the expiration of not less than seven days’ notice to such effect given by the
Issuer to the Trustee and to the Principal Paying Agent, and to the Noteholders in
accordance with Candition 16, but all Arrears of Interest on all Notes outstanding (as
defined in the Trust Deed) shall (subject only to Condition 3(c)(i)) become due in full on
whichever is the earliest of (i) the date upon which a dividend or interest is next paid on
any class of share capital of the Issuer or any of the Preferred Securities or any other
obligations which rank in a winding up of the Issuer junior to the claims of the
Noteholders, (i) the date set for any redemption pursuant to Condition 5, and (iii) the
commencement of winding up of the Issuer (other than in respect of a Permitted
Reorganisation).

Notwithstanding the foregoing, if notice is given by the Issuer of its intention to pay
Arrears of Interest in whole or in part, the Issuer shall be obliged (subject to Condition
3(c)(1)) to pay such Arrears of Interest in whole or in part upon the expiration of such
notice. Where Arrears of Interest are paid in part, each part payment shall be applied in
payment of the Arrears of Interest accrued in respect of the relative Interest Payment Date
(or consecutive Interest Payment Dates) furthest from the date of payment. Arrears of
Interest shall not themselves bear interest.

(i1 The Issuer shall give not less than 30 days’ notice prior to any Interest Payment Date to
the Trustee, the Principal Paying Agent and, in accordance with Condition 16, the
Noteholders:




(c)

(d)

(e)

(g)

(1) if such Interest Payment Date will be an Optional Interest Payment Date; and

(2) whether or not the Issuer elects to pay the interest due on such Optional Interest
Payment Date.

Initial Rate of Interest

For the period from (and including) the Interest Commencement Date to (but excluding) the First
Reset Date, the Notes shall bear interest at the Initial Rate of Interest.

Reset Rate of Interest

The Reset Rate of Interest in respect of each Interest Calculation Period will be the rate per annum
as determined by the Agent Bank which is the aggregate of 2.25 per cent. and the Gross Redemption
Yield of the Benchmark Gilt in respect of such Interest Calculation Period with the price of the
Benchmark Gilt for this purpose being the arithmetic average (rounded up (if necessary) to four
decimal places) of the bid and offered prices of such Benchmark Gilt quoted by the Reference
Dealers at 3.00 p.m. (London time) on the relevant Determination Date on a dealing basis for
settlement on the next following dealing day in London.

Publication of Reset Rate of Interest

In respect of each Interest Calculation Period, the Issuer shall cause notice of the relevant Reset Rate
of Interest determined in accordance with this Condition 4 to be given to the Trustee, the Paying
Agents, any stock exchange or other relevant authority on which the Notes are for the time being
listed or admitted to trading and, in accordance with Condition 16, the Noteholders as soon as
practicable after its determination but in any event not later than the fourth London Business Day
thereafter.

Determination or Calculation by Trustee

The Trustee shall, if the Agent Bank does not at any relevant time for any reason determine the
Reset Rate of Interest in accordance with these Conditions, determine the Reset Rate of Interest in
respect of the relevant Interest Calculation Period at such rate as, in its absolute discretion (having
such regard as it shall think fit to the procedure described in this Condition 4), it shall deem fair and
reasonable in all the circumstances and such determination shall be deemed to be a determination
thereof by the Agent Bank.

Agent Bank

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

The Issuer may, with the prior written approval of the Trustee, from time to time replace the Agent
Bank by another leading investment, merchant or comrnercial bank in London. If the Agent Bank is
unable or unwilling to continue to act as the Agent Bank or (without prejudice to paragraph (f)) fails
duly to determine the Reset Rate of Interest in respect of any Interest Calculation Period as provided
in paragraph (d), the Issuer shall forthwith appoint another leading investment, merchant or
commercial bank approved in writing by the Trustee to act as such in its place. The Agent Bank may
not resign its duties or be removed without a successor having been appointed as aforesaid.
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(h)

(a)

(b)

(c)

(d)

Determinations Binding

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

Redemption and Purchase
Limitation on Redemption

The Notes are undated and, accordingly, have no final maturity date and may not be redeemed
except in accordance with the following provisions of this Condition 5 or Condition 8. Any
redemption or purchase of Notes pursuant to this Condition 5 is subject to the prior consent of the
FSA (so long as the Issuer is required by the FSA to obtain such consent).

Redemption for Tax Reasons

The Notes may (subject as provided in the last sentence of paragraph (a) above) be redeemed at the
option of the Issuer in whole, but not in part, at any time on giving not less than 30 nor more than 60
days’ irrevocable notice to the Trustee and the Principal Paying Agent and, in accordance with
Condition 16, the Noteholders, if the Issuer satisfies the Trustee immediately before the giving of the
notice referred to above that there is more than an insubstantial risk that on the occasion of the next
payment due in respect of the Notes, the Issuer would be required to pay additional amounts as
provided in Condition 7 or the payment of interest in respect of the Notes would be treated as a
“distribution” within the meaning of the Income and Corporation Taxes Act 1988 (as amended, re-
enacted or replaced). Notes redeemed pursuant to this Condition 5(b) will be redeemed at their
principal amount together with interest accrued to (but excluding) the date of redemption and all
Arrears of Interest (if any). Upon the expiry of such notice the Issuer shall (subject to Condition
3(c)(1)) be bound to redeem the Notes accordingly.

Redemption at the Option of the Issuer

The Issuer may (subject as provided in the last sentence of paragraph (a) above), on the First Reset
Date or on any Reset Date thereafter, having given not more than 30 nor less than 15 days’
irrevocable notice to the Trustee and the Principal Paying Agent and, in accordance with Condition
16, to the Noteholders, redeem all, but not some only, of the Notes at their principal amount,
together with interest accrued to (but excluding) the date of redemption and all Arrears of Interest (if

any). Upon the expiry of such notice the Issuer shall (subject to Condition 3(c)®i)) be bound to
redeem the Notes accordingly.

Purchases

The Issuer or any of its subsidiaries may (subject as provided in the last sentence of paragraph (a)
above) at any time purchase Notes in any manner and at any price. In each case purchases will be
made together with all unmatured Coupons and unexchanged Talons appertaining thereto.

The requirement of this paragraph (d) as to the purchase of Notes shall not apply in regard to the
purchase of Notes in the ordinary course of a business of dealing in securities.
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(e)

(a)

(b)

{c)

(d)

Cancellation

All Notes redeemed will be cancelled forthwith (together with all unmatured Coupons and Talons
presented therewith) and such Notes may not be reissued or resold. Notes purchased by the Issuer or
any of its subsidiaries may be held ar resold or surrendered for cancellation.

Payments
Method of Payment

Subject as provided below, all payments of principal and interest in respect of the Notes will (subject
to Condition 3(c)(i)) be made against presentation and surrender (or, in the case of part payrment
only, endorsement) of the Notes or the appropriate Coupons (as the case may be) at the specified
office of any Paying Agent (subject to paragraph (&) below) by sterling cheque drawn on, or by
transfer to a sterling account maintained by the payee with, a bank in London. Payments of interest
due in respect of any Note other than on presentation and surrender of matured Coupons shall be
made only against presentation and either surrender or endorsement (as appropriate) of the relevant
Note.

Payment on Winding Up

If any payment is to be made in respect of interest, the Interest Payment Date for which falls on or
after the date on which the winding up in Scotland of the Issuer is deemed to have commenced, such
payment shall be made only against presentation of the relevant Note, and the Coupon for any such
Interest Payment Date and any unexchanged Talons shall be void. In addition, any Note presented
for payment after an order is made or an effective resolution is passed for the winding up in Scotland
of the Issuer must be presented together with all Coupons in respect of Arrears of Interest relating to
Interest Payment Dates falling prior to such commencement of the winding up of the Issuer and any
unexchanged Talons, failing which there shall be withheld from any payment otherwise due to the
Noteholders such proportion thereof as the Arrears of Interest due in respect of any such missing
Coupon bears to the total of the principal amount of the relevant Note (provided that, if the
aggregate amount of such Coupons and Talons is greater than the principal amount of the Notes, so
many of such Coupons and Talons shall become void as will result in the aggregate amount of the
remainder of such Coupons and Talons (the “Relevant Coupons and Talons™) being as near as
possible to, but not greater than, the principal amount of the Notes and a sum equal to the aggregate
amount of the Relevant Coupons and Talons only will be deducted from the amount of principal due
for payment), all Arrears of Interest in respect thereof and interest (other than Arrears of Interest)
accrued on such Note in respect of the Interest Period current at the date of the commencement of
the winding up.

Payments Subject to Fiscal Laws

All payments are subject in all cases to any applicable fiscal or other laws and regulations, but
without prejudice to the provisions of Condition 7. No commissions or expenses shall be charged to
the Noteholders or Couponholders in respect of such payments.

Unmatured Coupons

Upon the due date for redemption of any Note, unmatured Coupons (which expression shall include
Coupons falling to be issued on exchange of Talons, other than such Coupons in respect of Interest
Payment Dates falling on or prior to such due date for redemption) relating to such Note (whether or
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(e)

(g)

(h)

not attached) shall become void and no payment shall be made in respect of them. Where any Note
is presented for redemption without all unmatured Coupons relating to it, redemption shall be made
only against the provision of such indemnity as the Issuer may require.

Payments on Business Days

A Note or Coupon may only be presented for payment on a day which is a business day. No further
interest or other payment will be made as a consequence of the day on which the relevant Note or
Coupon may be presented for payment under this paragraph falling after the due date. In this
Condition “business day” means a day on which commercial banks and foreign exchange markets
are open for business in the place of presentation and which is a London Business Day.

Paying Agents

The name of the initial Paying Agent and its initial specified office is set out at the end of these
Conditions. The Issuer may, with the prior written approval of the Trustee, at any time vary or
terminate the appointment of any Paying Agent and/or appoint additional Paying Agents and/or
approve any change in the specified office of any Paying Agent, provided that so long as any Notes
remain outstanding the Issuer will maintain (i) a Principal Paying Agent, (ii) a Paying Agent (which
may be the Principal Paying Agent) with a specified office in London and (iii) a Paying Agent
(which may be the Principal Paying Agent) with a specified office in a member state of the European
Union that will not be obliged to withhold or deduct tax pursuant to any European Union Directive
on the taxation of savings implementing or complying with, or introduced in order to conform to,
such Directive. Notice of any such variation, termination or appointment and of any changes in the
specified offices of the Paying Agents will be given by the Issuer to the Noteholders in accordance
with Condition 16.

Exchange of Talons

On and after the Interest Payment Date on which the final Coupon comprised in any Coupon sheet
matures, the Talon forming part of such Coupon sheet may, unless the due date for redemption of the
relevant Note shall have fallen on or prior to such Interest Payment Date, be surrendered at the
specified office of the Principal Paying Agent or any other Paying Agent in exchange for a further
Coupon sheet including a further Talon, subject to the provisions of Condition 10.

Fractions

In making any payment in respect of the Notes, amounts shall be rounded, if necessary, to the
nearest £0.01 (with £0.005 being rounded upwards).

Taxation

All payments of principal and interest in respect of the Notes and Coupons by the Issuer will be
made free and clear of, and without withholding of or deduction for, or on account of, any Taxes
imposed or levied by or on behalf of the United Kingdom or any political sub-division thereof or by
any authority therein or thereof having power to tax, unless the withholding or deduction of such
Taxes is required by law. In the event of such withholding or deduction, the Issuer will pay such
additional amounts as may be necessary in order that the net amounts receivable by Noteholders and
Couponholders after such withholding or deduction shall equal the respective amounts of principal
and interest which would have been receivable in respect of the Notes or the Coupons (as the case
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(a)

(b)

may be) in the absence of such withholding or deduction, except that no such additional amounts
shall be payable with respect to any Note or Coupon:

@ presented for payment by, or on behalf of, a holder who (a) is able to avoid such
withholding or deduction by satisfying any statutory requirements or by making a
declaration of non-residence or other similar claim for exemption to the relevant tax
authority, or (b) is liable to such Taxes in respect of the Note or Coupon by reason of his
having some connection with the United Kingdom other than the mere holding of the
Note or Coupon; or

(if) presented for payment more than 30 days after the relevant date except to the extent that a
holder would have been entitled to additional amounts on presenting the same for
payment on the last day of such period of 30 days assuming that day to have been a day
on which commercial banks and foreign exchange markets are open in the place of
presentation; or

(iii) where such withholding or deduction is imposed on a payment to an individual and is
required to be made pursuant to any European Union Directive on the taxation of savings
implementing the conclusions of the ECOFIN Council meeting of 26-27 November 2000
or any law implementing or complying with, or introduced in order to conform to, such
Directive; or

(iv) presented for payment by or on behalf of a Noteholder or a Couponholder 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.

Unless the context otherwise requires, in these Conditions, (a) references to “interest” shall be
deemed to include any Arrears of Interest and (b) references to “principal” or “interest” shall be
deemed to include any additional amounts which may become payable pursuant to the foregoing
provisions or any undertakings given in addition thereto or in substitution therefor pursuant to the
Trust Deed.

Default

If default is made in the payment of any principal in respect of the Notes for a period of 14 days or
more after the due date for the same, or in the payment of any interest for a period of 14 days or
more after a Compulsory Interest Payment Date or any other date on which any payment of interest
is due, the Trustee may, subject as provided below, at its discretion and without further notice,
institute proceedings for the winding up of the Issuer in Scotland (but not elsewhere) and/or prove in
any winding up of the Issuer (whether in Scotland or elsewhere), but may take no other action in
respect of such default. For the purposes of this Condition 8(a), a payment shall be deemed to be due
even if the condition set out in Condition 3(c)(i) is not satisfied with respect to the Issuer.

The Trustee may institute such proceedings against the Issuer as it may think fit to enforce any
obligation, condition or provision binding on the Issuer under the Trust Deed or the Notes (other
than any obligation for payment of any principal or interest in respect of the Notes or Coupons)
provided that the Issuer shall not by virtue of any such proceedings be obliged to pay (i) any sum or
sums representing or measured by reference to principal or interest in respect of the Notes or
Coupons sooner than the same would otherwise have been payable by it or (ii) any damages (save in
respect of the Trustee’s fees and expenses incurred by it in its personal capacity).
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)

(a)

(b)

(c)

10.

The restriction on the payment of damages would have the effect of limiting the remedies available
to the Trustee and the Noteholders in the event of a breach of certain covenants (other than payment
covenants) by the Issuer.

Enforcement of Rights

The Trustee shall not be bound to take the action referred to in paragraphs (a) or (b) of Condition 8
to enforce the obligations of the Issuer in respect of the Notes or any other proceedings pursuant to,
or in connection with, the Trust Deed or the Notes unless (i) it is so directed by an Extraordinary
Resolution (as defined in the Trust Deed) of the Noteholders or so requested in writing by
Noteholders holding at least one-quarter in principal amount of the Notes then outstanding and (ii) it
is indemnified to its satisfaction.

No Noteholder or Couponholder shall be entitled to institute proceedings directly against the Issuer
or prove in the winding up of the Issuer unless the Trustee, having become bound to do so, fails to
do so within a reasonable period and such failure is continuing, in which event any Noteholder or
Couponholder may, on giving an indemnity satisfactory to the Trustee, in the name of the Trustee
(but not otherwise) himself institute such proceedings and/or prove in the winding up of the Issuer to
the same extent and in the same jurisdiction (but not further or otherwise) that the Trustee would
have been entitled to do so in respect of the Notes,

No remedy against the Issuer, other than as referred to in Condition 8, shall be available to the
Trustee or the Noteholders or Couponholders, whether for the recovery of amounts owing in respect
of the Notes or under the Trust Deed or in respect of any breach by the Issuer of any of its other
obligations under or in respect of the Notes or under the Trust Deed.

Prescription

Notes and Coupons (which for this purpose shall not include Talons) will become void unless presented for
payment within 10 years and five years respectively from the relevant date in respect thereof, subject to
Condition 6. There shall not be included in any Coupon sheet issued upon exchange of a Talon any Coupon
which would be void upon issue pursuant to this Condition 10 or Condition 6.
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11.  Meetings of Noteholders, Modification and Waiver

The Trust Deed contains provisions for convening meetings of Noteholders to consider any matter affecting
their interests, including the modification by Extraordinary Resolution of any of these Conditions or any of
the provisions of the Trust Deed. The quorum at any such meeting for passing an Extraordinary Resolution
will be one or more persons holding or representing a clear majority of the principal amount of the Notes
for the time being outstanding, or at any adjourned meeting one or more persons being or representing
Noteholders whatever the principal amount of the Notes for the time being outstanding so held or
represented, except that at any meeting the business of which includes the modification of certain of these
Conditions or certain of the provisions of the Trust Deed the necessary quorum for passing an
Extraordinary Resolution will be one or more persons holding or representing not less than two-thirds, or at
any adjourned such meeting not less than one-third, of the principal amount of the Notes for the time being
outstanding. An Extraordinary Resolution passed at any meeting of Noteholders will be binding on all
Noteholders, whether or not they are present at the meeting, and on all Couponholders.

The Trust Deed provides for a resolution, with or without notice, in writing signed by or on behalf of the
holder or holders of not less than 90 per cent. of the principal amount of the Notes for the time being
outstanding to be as effective and binding as if it were an Extraordinary Resolution duly passed at a
meeting of the Noteholders.

The Trustee may agree, without the consent of the Noteholders or Couponholders, to any modification
(subject to certain exceptions) of, or to the waiver or authorisation of any breach or proposed breach of, any
of these Condilions or any of the provisions of the Trust Deed which is not, in the opinion of the Trustee,
materially prejudicial to the interests of the Noteholders or to any modification which is, in the opinion of
the Trustee, of a formal, minor or technical nature or which is made to correct a manifest error. Any such
modification, waiver or authorisation shall be binding on the Noteholders and the Couponholders and,
unless the Trustee agrees otherwise, any such modification shall be notified to the Noteholders as soon as
practicable thereafter in accordance with Condition 16.

12.  Substitution

(a)  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 Successor in Business (as defined in the
Trust Deed) of the Issuer or of a subsidiary of the Issuer ar any such Successor in Business in place
of the Issuer as principal debtor under the Trust Deed, the Notes and the Coupons, provided:

1) (in the case of substitution of any company which is a subsidiary of the Issuer or of such
Successor in Business) that the obligations of such subsidiary in respect of the Trust
Deed, the Notes and the Coupons shall be unconditionally and irrevocably guaranteed by
the Issuer or such Successor in Business in such form as the Trustee may require; and

(i) that the obligations of such Successor in Business or of such subsidiary of the Issuer and
any such guarantee shall be subordinated on a basis considered by the Trustee to be
equivalent to that in respect of the Issuer’s obligations in respect of the Notes and
Coupons.

(b) In the case of substitution pursuant to this Condition, the Trustee may in its absolute discretion
agree, without the consent of the Noteholders or Couponholders, to a change of the law governing
the Notes, the Coupons and/or the Trust Deed and/or the Agency Agreement and to such other
amendments to the Trust Deed and such other conditions as the Trustee may require provided that
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such change, amendment or condition would not in the opinion of the Trustee be materially
prejudicial to the interests of the Noteholders.

{c)  Any such substitution shall be binding on the Noteholders and the Couponholders and, unless the
Trustee agrees otherwise, any such substitution shall be notified to the Noteholders as socon as
practicable thereafter in accordance with Condition 16.

13. Further Issues

The Issuer shall be at liberty from time to time without the consent of the Noteholders or the
Couponholders to create and issue further notes or bonds either ranking pari passu in all respects (save for
the first payment of interest thereon) and (in the case of notes) so that the same shall be consolidated and
form a single series with the Notes or upon such terms as to ranking, interest, premium, redemption and
otherwise as the Issuer may at the time of the issue thereof determine. Any such notes, if they are to form a
single series with the Notes, shall be constituted by a deed supplemental to the Trust Deed and in any other
case if the Trustee so agrees may be so constituted. The Trust Deed contains provisions for convening a
single meeting of the Noteholders and the holders of notes or bonds of other series for the purpose of
passing an Extraordinary Resolution in certain circumstances where the Trustee so decides.

14. Replacement of Notes, Coupons and Talons

If a Note, Coupon or Talon is mutilated, defaced, destroyed, stolen or lost it may be replaced at the
specified office of the Principal Paying Agent on payment by the claimant of such costs 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 Notes, Coupons or Talons must be surrendered before replacements will be
issued.

15. Indemnification of, and Exercise of Functions by, the Trustee

The Trust Deed contains provisions for the indemmification of the Trustee and for its relief from
responsibility in certain circumstances including provisions relieving it from instituting proceedings to
enforce payment unless indemnified to its satisfaction.

In connection with the exercise of any of its trusts, powers or discretions (including but not limited to those
relating to any proposed modification, waiver, authorisation or substitution), the Trustee shall have regard
to the general interests of the Noteholders as a class but shall not have regard to any interest arising from
circumstances particular to individual Noteholders or Couponholders (whatever their number) and, in
particular but without limitation, shall not have regard to the consequences of such exercise for individual
Noteholders or 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. The Trustee shall not be entitled to require, nor shall any Noteholder or Couponholder, in
connection with any such modification, waiver, authorisation or substitution, be entitled to claim from the
Issuer or any other person any indemnification or payment in respect of any tax or other consequence
thereof upon individual Noteholders or Couponholders except to the extent provided for by Condition 7
and/ar any undertaking given in addition to, or in substitution for, Condition 7 pursuant to the Trust Deed.

16. Notices
All notices regarding the Notes will be valid if published in the Financial Times or any other daily

newspaper in the United Kingdom approved by the Trustee or, if this is not possible, in one other English
language daily newspaper approved by the Trustee with general circulation in Europe. Any such notice
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shall be deemed to have been given on the date of such publication or, if published more than once, on the
date of the first such publication. If publication as provided above is not practicable, notice will be given in
such other manner, and shall be deemed to have been given on such date, as the Trustee may approve.

Couponholders shall be deemed for all purposes to have notice of the contents of any notice given to
Noteholders in accordance with this Condition.

17.  Contracts (Rights of Third Parties) Act 1999

No person shall have any right to enforce any term or condition of the Notes under the Contracts (Rights of
Third Parties) Act 1999.

18. Governing Law and Jurisdiction

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

The Issuer has in the Trust Deed irrevocably submitted for all purposes of or in connection with the Trust
Deed, Notes, Coupons and Talons to the jurisdiction of the English courts. The Issuer hereby irrevocably
agrees that service of process in England may be made upon it at HBOS ple, 33 Old Broad Street, London
EC2N 1HZ (Attention: Treasury Legal), or such other person in England notified from time to time to the
Trustee, to accept service of process on its behalf in England in respect of any proceedings arising out of or
in respect of the Trust Deed, the Notes, the Coupons and the Talons.
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Summary of Provisions Relating to the Notes while in Global Form

The following is a summary of the provisions to be contained in the Trust Deed constituting the Notes and
in the Temporary Global Note and the Permanent Global Note (each, a “Global Note” and together, the
“Global Notes”) which apply to, and in some cases modify, the Terms and Conditions of the Notes while the
Notes are represented by a Global Note.

1. The Temporary Global Note is exchangeable in whole or in part for interests in the Permanent
Global Note on or after a date which is expected to be 7 January 2003 upon certification as to non-
U.S. beneficial ownership.

2. The Permanent Global Note will be exchangeable in whole but not in part only (free of charge to the
holder) for definitive Notes (i) upon the happening of any of the events set out in Condition 8(a), (ii)
if either Euroclear or Clearstream, Luxembourg is closed for business for a continuous period of 14
days (other than by reason of holiday, statutory or otherwise) or announces an intention permanently
to cease business or does in fact do so and no alternative clearing system satisfactory to the Trustee
is available, or (iii) if the Issuer would suffer a disadvantage as a result of a change in laws or
regulations (taxation or otherwise) or as a result or a change in the practice of Euroclear and/or
Clearstream, Luxembourg which would not be suffered were the Notes in definitive form and a
certificate of such effect signed by two directors of the Issuer is given to the Trustee.

Thereupon (in the case of (i) or (ii) above) the holder may give notice to the Trustee, and (in the case
of (iii) above) the Issuer may give notice to the Trustee and to the Noteholders in accordance with
Condition 16, of its intention to exchange the Permanent Global Note for definitive Notes on or after
the Exchange Date specified in the notice.

On or after the Exchange Date (as defined below) the holder of the Permanent Global Note may
surrender the Permanent Global Note to or to the order of the Principal Paying Agent. In exchange
for the Permanent Global Note the Issuer will deliver, or procure the delivery of, an equal aggregate
principal amount of definitive Notes in bearer form, serially numbered, in denominations of £1,000,
£10,000 and £100,000 (having attached to them Coupons in respect of interest which has not already
been paid on the Permanent Global Note and in respect of which claims shall not have become
prescribed and, where appropriate, a Talon for further Coupons), security printed in accordance with
any applicable legal and stock exchange requirements and in or substantially in the form scheduled
to the Trust Deed.

“Exchange Date” means a day falling not less than 60 days after that on which the 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, except in the case of exchange pursuant to (ii) above, in
the city in which the relevant clearing system is located.

3. No payment will be made on the Temporary Global Note unless exchange for an interest in the
Permanent Global Note is improperly withheld or refused. Payments of principal and interest in
respect of Notes represented by the Permanent Global Note will, subject as set out below, be made
against presentation for endorsement and, if no further payment falls to be made in respect of the
Notes, surrender of the Permanent Global Note to the order of the Principal Paying Agent or such
other Paying Agent as shall have been notified to the Noteholders for such purposes. A record of
each payment made will be endorsed on the appropriate schedule to the Permanent Giobal Note by
or on behalf of the Principal Paying Agent, which endorsement shall be prima facie evidence that
such payment has been made in respect of the Notes.

4. Subject to compliance with any applicable stock exchange requirements, for so long as all the Notes
are represented by a Global Note and such Global Note is held on behalf of Euroclear and/or
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Clearstream, Luxembourg, notices to Noteholders may be given by delivery of the relevant notice to
Euroclear and/or Clearstream, Luxembourg (as the case may be) for communication to their
respective accountholders rather than by publication as required by Condition 16. Any such notice
shall be deemed to have been given to the Noteholders on the seventh day after the day on which
such notice is delivered to Euroclear and/or Clearstream, Luxembourg (as the case may be) as
aforesaid.

Claims against the Issuer in respect of principal and interest on the Notes represented by a Global
Note will be prescribed after 10 years (in the case of principal) and five years (in the case of interest)
from the relevant date.

Cancellation of any Note represented by a Global Note and required by the Terms and Conditions of
the Notes to be cancelled following its redemption or purchase will be effected by endorsement by
or on behalf of the Principal Paying Agent of the reduction in the principal amount of the relevant
Global Note on the relevant schedule thereto.

In considering the interests of Noteholders while a Global Note is held on behalf of a clearing
system the Trustee may have regard to any information provided to it by such clearing system or its
operator as to the identity (either individually or by category) of its accountholders with entitlements
to the relevant Global Note and may consider such interests as if such accountholders were the
holders of the relevant Global Note.
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Use of Proceeds

The net proceeds of the issue of the Notes, expected to amount to approximately £493,950,000, will be
used by HBOS to augment its capital base.
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Description of the Business of HBOS and the HBOS Group

On 10 September 2001, The Governor & Company of the Bank of Scotland (“Bank of Scotland”) and
Halifax Group plc (“Halifax Group”) merged under HBOS. HBOS is the ultimate holding company for
Halifax plc, Bank of Scotland and a number of other subsidiaries principally carrying on financial services
business. HBOS is a public limited company incorporated in Scotland (registered number SC218813) under
the Companies Act 1985 with its head office, corporate headquarters and registered office at The Mound,
Edinburgh, EH1 1YZ.

The HBOS Group’s products and services can be categorised into the following business sectors:
. Retail Banking
. Business Banking

. Corporate Banking

. Insurance & Investment
. Treasury
Retail Banking

The retail operations and consumer credit businesses of Halifax Group were combined with the personal
banking division of Bank of Scotland to form the Retail Banking Division of the HBOS Group employing
over 37,000 people in over 1,100 branches and 11 call centres throughout the United Kingdom.

The HBOS Group has over 20 million customers and offers an extensive range of personal finance products
and services including mortgages, savings, current accounts, credit cards, online services, share dealing and
estate agency. In addition to Halifax and Bank of Scotland, other brands within the Retail Banking Division
include Intelligent Finance, Birmingham Midshires and The Mortgage Business.

The HBOS Group is the largest mortgage provider in the United Kingdom, with residential mortgage and
secured personal loans of approximately £138 billion and the United Kingdom’s largest savings provider
with savings and banking balances of over £100 billion as at 30 June 2002.

Business Banking

The Business Banking Division provides a range of finance products and services principally to small and
medium-sized enterprises (“SMEs”) through a network of branches and business centres in the United
Kingdom and Ireland as well as through internet banking, mail and telephone. The HBOS Group provides a
full banking service to SMEs including deposits and investments, business finance, commercial mortgages,
free internet banking, merchant services and business insurance. The Business Banking Division also
provides specialist services such as asset finance, cashflow finance, motor finance, vehicle management
and coniract hire. The Business Banking Division employs over 6,500 employees in the United Kingdom,
Ireland and Australia.

The HBOS Group provides finance products and services to approximatety 33 per cent. (as of September
2001) of the SME market in Scotland and is aiming to capture a significant amount of SME business in
England and Wales.

Corporate Banking

The Corporate Banking Division focuses on larger businesses (typically those with an annual turnover in
excess of £10 million) and comprises a nurnber of relationship banking and specialist lending teams with
responsibilities including working capital finance, term loans, asset finance, multi-currency loans and
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deposits, project and specialist finance, acquisition finance and syndicated lending. The key objective of
these teams is to expand and strengthen the HBOS Group’s corporate market share by pursuing a
relationship and partnership driven approach and delivering specialist services to existing and new
customers.

The HBOS Group employs over 1,300 staff in the Corporate Banking Division in over 20 locations in
Scotland and England, with intemational operations in New York, Chicago, Houston, Los Angeles, Boston,
Seattle, Minneapolis, Paris, Frankfurt, Amsterdam, Madrid, Singapore and Sydney.

The HBOS Group was the leader, of deals by volume, in the provision of acquisition finance to the United
Kingdom and European management buy-out sector for the year ended 31 December 2001 and is one of the
leading providers of debt for public to private transactions.

Insurance & Investment

The Insurance & Investment Division (“IID”) comprises a number of different brands including Halifax
Financial Services, Bank of Scotland, Clerical Medical Investment Group, St James’s Place Capital, St
Andrew’s and esure.

Products offered by the companies within IID include savings, investments and pensions, life and
repayment insurance and household, travel and motor insurance distributed through a number of different
channels, branches, independent financial advisers, company agents and by telephone.

Treasury

HBOS Treasury Services plc (“Treasury Services™) provides centralised wholesale multi-currency funding,
liquidity management and treasury services to HBOS and its subsidiary undertakings in the United
Kingdom and the Republic of Ireland. Treasury Services manages the market risk arising from the HBOS
Group’s Retail, Business and Corporate divisions. It operates in the world’s foreign exchange and money
markets and also provides a range of treasury services to certain of the HBOS Group’s customers from
offices in London and Glasgow. Treasury Services also trades in foreign exchange and in a limited range of
derivative instruments primarily for risk management purposes. It leads the debt capital issuance and asset
securitisation activities of the HBOS Group in the United Kingdom. Treasury Services has no subsidiaries.

Following the merger of Halifax Group and Bank of Scotland in 2001, substantially all of the treasury
business of Halifax plc was transferred to Bank of Scotland Treasury Services PLC with effect from 1 June

2002. On 14 June 2002, Bank of Scotland Treasury Services PLLC changed its name to HBOS Treasury
Services plc.

Management and Organisation

The names of the HBOS Directors, all of The Mound, Edinburgh EH1 1YZ, their functions and principal
outside activities are as follows:

Director’s Name Responsibilities Principal outside activities
Lord Dennis Stevenson Chairman
Peter Burt * Executive Deputy Chairman
James Crosby Group Chief Executive
Mike Ellis Group Finance Director
Phil Hodkinson Chief Executive, Insurance &
Investment Division
Andy Hornby Chief Executive, Retail Banking
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Director’s Name

Responsibilities

Principal outside activities

Gordon McQueen
Colin Matthew

George Mitchell

Charles Dunstone
Sir Ronald Garrick
Tony Hobson
Brian Ivory

John Maclean

Coline McConville

Sir Bob Reid
Louis Sherwood
Philip Yea

Chief Executive, Treasury
Chief Executive, Business
Banking

Chief Executive, Corporate
Banking

Non-Executive Director
Non-Executive Director
Non-Executive Director
Non-Executive Director
Non-Executive Director

Non-Executive Director

Non-Executive Director
Non-Executive Director

Non-Executive Director

*Peter Burt will retire from the Board of Directors of HBOS on 6 January 2003,

Certain details of HBOS’s principal subsidiaries are as follows:

Clear Channel International
Limited

Investcorp International Limited

Company Name Activity Country of Registered Office
Incorporation or /Head Office
Registration
The Governor & Banking Scotland The Mound
Company of the Edinburgh
Bank of Scotland EH1 1YZ
Halifax pic Banking England and Wales Trinity Road
services Halifax
West Yorkshire
HX1 2RG
Halifax Share Execution only England and Wales Trinity Road
Dealing Limited stockbroking Halifax
HX1 2RG
HBOS Insurance & Financial England and Wales Trinity Road
Investment Group Services Halifax
Limited HX1 2RG

23



Certain details of the principal subsidiary undertakings of HBOS Insurance & Investment Group Limited

are set out below:

Company Name Activity Country of Registered Office  Total % held by
Incorporation or HBOS Insurance
Registration & Investment
Group Ltd

Halifax General General England and Wales  Trinity Road 100%
Insurance Services insurance Halifax
Limited HX1 2RG
Clerical Medical Life assurance England and Wales 33 Old Broad 100%
Investment Group Street
Holdings Limited London
and its subsidiaries EC2N 1HZ
Halifax Financial Financial England and Wales  Trinity Road 100%
Services (Holdings) services Halifax
Limited and its HX1 2RG
subsidiaries
St James’s Place Financial England and Wales  J Rothschild 60%*
Capital PL.C and its services House
subsidiaries Dollar Street

Cirencester

GL7 2AQ

* as at 30 June 2002

Certain details of the principal subsidiary undertakings of Bank of Scotland are set out below:

Company Name Activity Country of Registered Office Total % held by
Incorporation or Bank of Scotland
Registration
HBOS Treasury Banking England and Wales 33 Old Broad 100%
Services plc Street
London
EC2N 1HZ
Capital Bank plc Personal finance England and Wales  Queens Park Road 100%
and banking Handbridge
services Chester
CHB88 3AN
Bank of Western Retail and Australia Bankwest Tower 56.3%*
Australia Limited commercial 108 St Georges
banking Terrace, Perth
Australia
WA 6000

* ags at 30 June 2002

Recent Developments

As part of the merger process of Halifax Group and Bank of Scotland all of Halifax Group’s innovative Tier
1 and Tier II capital and any guarantee obligations thereunder were transferred to HBOS on 1 July 2002,
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Capitalisation and Indebtedness of HBOS

The following table and the notes thereto set out the unaudited capitalisation and indebtedness of HBOS as
at 30 June 2002 adjusted to include the issue of the Notes.

Authorised Capital

9v4% Non-Cumulative Irredeemable Preference Shares (of £1 each) ......ooeecvveeeveennnnn.

934% Non-Cumulative Irredeemable Preference Shares (of £1 €ach) ..oovvvevvvevvicvveeennes

6.125% Non-Cumulative Redeemable Preference Shares (of £1 each) ......oooovveeinnieennn.

Sterling Preference Shares (Of £1 €aCH) .....c.ccvirerrimiiiiiniiieeicc e ece e e eee e e

8.117% Non-Cumulative Perpetual Preference Shares Class A (of £10 each) .................

7.754% Non-Cumulative Perpetual Preference Shares Class B (of £10 each) .................
Ordinary Shares (0f 25D €2Ch) ....ocoeeiiiiiiiiiee ettt e

Euro Preference Shares

Issued Capital

944 % Non-Cumulative Irredeernable Preference Shares (of £1 each, fully paid)..............
9%% Non-Cumulative Irredeemable Preference Shares (of £1 each, fully paid) ..............
Ordinary Shares (of 25p each, fully paid)........coccoevveererrernieniriesieree et

Reserves .....ccoveenn.

Minority INterests - EQUILY....c.ccoui ittt cer e etae e s s e ne s
Minority and Other Interests - Non EQUItY™ .........co.ooovmeveureeieeeeeeeceeeeeeeeeeees e
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As at
30 June 2002

(£ millions)

1,185

2,889

As at
30 June 2002

(€ millions)
1,500

1,500

As at
30 June 2002

(£ millions)

300
100
944
12,400

13,744

470
1,690

2,160
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As at
30 June 2002

(£ millions)
Subordinated loan capital®
UNAREA @ et e et e e ee et e e e st e e e et e e e e e s e e s e e ee e aeenaseeee st reseaae 3,476
DALEd @ ..o 4,986
Total Capital ReSOUrees............cccceviiiiiiiiiiiiiiiicrtnrectte ettt s 24,366
Other Borrowings®
Deposits BY DANKS ..o 36,274
CUSLOINET ACCOUILLS 1reeeeeeiieeeeeeeeeeunnreeaeeaareaesesesserrrtasearserreateeaneasssnseassssnnasaasaranssassanseasasanss 144,556
DED SECUIILIES 11 ISSUE .uvvviiiiiiieeeiiiiteeerrieeeeeeereeeeeeeeeseeraastsaeeernnraeseesanseaeasesaseennsresnreees 71,101
TOtal INAEDLEANESS . ..ceviieeireeietieeiet ettt cete st e st e s s et ensan e e avensannennne 251,931
Total Capitalisation and Indebtedness © 276,297
Notes:
(1)  The Misnority and Other Interests - Non Equity was comprised as follows:
As at 30 June 2002
(£ millions)

£600 million Perpetual Preferred Securities* 600

£250 million preferred securities** 250

£150 million preferred securities** 150

£245 million preferred securities* 245

€415 million preferred securities * 253

£200 million non-cumulative preference shares 198

Unamortised Premiums, Discounts and Issue Costs (6)

1,690

* HBOS plc provides a subordinated guarantee in respect of each of the issues of £245,000,000 7.881% Guaranteed Non-voting
Non-cunmulative Preferred Securities issued by HBOS Sterling Finance (Jersey) L.P., €415,000,000 Fixed to Floating
Guaranteed Non-voting Non-cumulative Preferred Securities issued by HBOS Euro Finance (Jersey) L.P. and the issue of
£600,000,000 6.461% Guaranteed Non-voting Non-cumulative Perpetual Preferred Securities Series A issued by HBOS
Capital Funding L.P.

#*  Bank of Scotland has provided a subordinated guarantee in respect of each of the issues of £250,000,000 8.117% Non-

cunmlative Perpetual Preferred Securities Class A and £150,000,000 7.754% Non-cumulative Perpetual Preferred Securities
Class B by Bank of Scotland Capital Funding L.P. All other non-equity minority interests are unguaranteed.

(2)  Allloan capital issued by the HBOS Group, as detailed in the tables below, has been issued on an unsecured basis. Unless
otherwise stated, issues of loan capital are unguaranteed.
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(3)  The Subordinated Undated Loan Capital was comprised as follows:

As at
30 June 2002
(£ million)

£500 million 5.75% Undated Subordinated Step-up Notes now being issued................... 500
€500 million Fixed to Floating Rate Undated Subordinated NOteS........ococvveveevveeveennnnenn. 323
£300 million 7.5% Undated Subordinated Step-Up NOLES.........cccocciviirirenericcccnennenan. 300
US$300 million ReSet NOLES.......c.covieiiiiirireeeeiese et sttt ettt st eve e s sae, 197
£200 million Perpetual NOES. .....coeviriiiiiiriiieiieree e e eeeeee e e e ee e nre s e anreeae e 200
£200 million 7.375% Subordinated Guaranteed Bonds* ..........cocoooeiviieiecveinnenenieeenns 200
€300 million Floating Rate Undated Subordinated Step-Up NOteS ......coccvveevevcreveieennennn. 194
US$250 million Floating Rate Primary Capital NOES. ......c.ccoeeerenreririenenreeieveecreeereenns 164
£150 million INSLrUMENTS......ooviiiiiiiiiiii e e 150
£150 million INSHUIMENES. ......co.oiiiiiiiiiiiiiiie ettt ta s be s 150
JPY 17 billion INSIUIMENES. .....viiiiii ittt ereteee ettt et et e s e rese e eaesaaee s 105
£100 million INSWUIMENTS.....iioiiiiieee ettt e 100
£100 million 12% Sterling Perpetual Subordinated Bonds........cccccovviveiieeirccnncncneenin. 100
£100 million 8.75% Sterling Perpetual Subordinated Bonds..........cccivecciieniiiccinnninnnnns 100
£75 million 13.625% Sterling Perpetual Subordinated Bonds........c.cccoveecuiviciicnicececenene. 75
JPY 9 billion INSIUMENTS ....cocoiiiiiiie oottt s e 49
£50 million 9.375% Sterling Perpetual Subordinated Bonds.......coocooiviiiiiiiinnnee 50
JPY 42.5 billion 3.50% Undated Subordinated Yen Step-Up NOES.......ccceveirecverrcenenennne 233
£150 million 7.286% Series A Perpetual Regulatory tier One Securities ..............c.cce...... 150
£150 million 7.281% Series B Perpetual Regulatory tier One Securities..........oveevenveeeens. 150
Unamortised Premiums, Discounts and ISSUE COSLS.......cereveeireciirireirencriiereecren e (14)
3,476

*  Clerical Medical Investment Group (“CMIG”) (a wholly owned subsidiary of HBOS Insurance & Investment Group Limited) has
provided a subordinated guarantee to Clerical Medical Finance plc (“CMF”) (a wholly owned subsidiary of CMIG) in relation to
the issue by CMF of 7.375 per cent. Undated Subordinated Guaranteed Bonds.
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(4) The Subordinated Dated Loan Capital was comprised as follows:

As at
30 June 2002
(£ million)

US$300 million 8.80% NOtes 2004%.........cocoieeceerreeeinceieniece st 197
£400 million 8.75% Subordinated notes 2006 ..........coovviiiiiiiiiininiiceee e 400
US$150 million 8.85% Notes 2006%.........oceciirirviieniirnieieiiretercer s 98
£75 million 9.125% Subordinated notes 2006 ...........ovieereriinieriiicii e 75
£60 million 9.00% Instruments 2006 .........ccoevirmiriiirioiniiiciereerceer e 60
A$100 million Callable NOES 2007 .....cceeveuvereieneierenierieanie e cere s ebesene e nsesnans 37
€650 million 4.75% Subordinated bonds 2009 .........ooovevveiiiiiiiiici e 421
US$500 million Floating rate subordinated step-up callable notes 2009..................... 328
Euro 500 million 5.50% Instruments 2009 ........cccoceiiiiiiiiiniiiiniicrccirees et ninens 324
£75 million Floating rate subordinated notes 2009 ... 75
US$500 million Notes 20T0%........iiiiriiiiiiiiee et ccren et e 328
£75 million Floating Rate Instruments 2010.........cooovevieiiiiiiiiiecee e 75
US$150 million NOtes 20T1* ... .ottt et ss s e e s 98
€7 million Floating Rate NOtes 2011 .......coioviciiiiicrieiiiiiiiiin et 5
£200 million Floating rate step-up callable subordinated notes 2012.......c..cccecevinnnnne 200
€12.8 million 6.25% Instruments 2012.......cccooiviieiiiiiiiiincereicee e 8
€1,000 Subordinated callable fixed/floating rate instruments 2013.........ccocciiiiiis 648
€325 million 6.125% NOLes 2013 ..ottt e et ee e e et e s enaes 211
£250 million 11% Subordinated bonds 2014 .........ccccovvriiiiiiiiiiccneere e 250
£150 million 10.5% Subordinated bonds 2018 ........cccciniiiiiiiiiii s 150
£250 million 6.375% Instruments 2019........ccooiiiiiiiii e e 250
£500 million 9.375% Subordinated bonds 2021 ....o.oooiiiiiriir e 500
€400 million 6.45% Eurodated Floating subordinated guaranteed bonds 2023** ... 259
Unamortised premiums, discounts and iSSUE COSES.....ocurirriirrreiiniecininien e, (11
4,986

*  These notes, the proceeds of which are on-lent to Bank of Scotland, are liabilities of wholly-owned subsidiaries of Bank of

Scotland and are guaranteed unconditionally by the Bank of Scotland on a subordinated basis.
ok

CMIG has provided a subordinated guarantee to CMF in relation to the issue by CMF of 6.45% Eurodated Floating subordinated
guaranteed bonds 2023.

(3)  Save for £312 million of the HBOS Group’s debt securities in issue which are ungnaranteed but secured on advances to customers
and certain other assets of the HBOS Group, and £7,581 million of the HBOS Group’s debt securities in issue which are
unguaranteed but secured on asset backed securities of the HBOS Group. none of the other borrowings listed are secured or
guaranteed. As at 30 June 2002, the HBOS Group had contingent liabilities {including gnarantees) of £2,862 million. No account
has been taken of intra group gnarantees.

28




(6)  There has been no material change in the capitalisation, indebtedness and contingent liabilities (including guarantees) of HBOS
Group since 30 June 2002, save for the issue by Bank of Scotland of €750 million 5.5% Fixed Rate Notes on 29 October 2002 and
the issue of US$450 million Floating Rate Notes on 22 November 2002.
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Taxation

The comments below are of a general nature and are based on HBOS's understanding of current United
Kingdom law and practice relating o certain aspects of United Kingdom taxation. The comments relate to
the position of persons (other than dealers or persons connected with HBOS) who are the absolute
beneficial owners of their Notes and Coupons. These comments do not necessarily apply where the interest
is for tax purposes deemed to be the income of any other person. Any person who is subject to tax in a
jurisdiction outside the United Kingdom or who is unsure about their tax position should seek professional
advice.

Interest on the Notes

While the Notes continue to be listed on a recognised stock exchange within the meaning of section 841
Income and Corporation Taxes Act 1988 (the London Stock Exchange is currently so recognised),
payments of interest may be made without withholding or deduction for or on account of income tax.

Persons in the United Kingdom paying interest to or receiving interest on behalf of another person may be
required to provide certain information to the United Kingdom Iniand Revenue regarding the identity of the
payee or person beneficially entitled to the interest and, in certain circumstances, such information may be
exchanged with tax authorities in other countries.

If the Notes cease to be listed interest will generally be paid under deduction of income tax at the lower rate
(currently 20 per cent.) subject to (a) any direction to the contrary from the Inland Revenue in respect of
such relief as may be available pursuant to the provisions of any applicable double taxation treaty, (b) any
reasonable belief formed by HBOS (and any other person by or through whom interest on the Notes is paid)
that the person beneficially entitled to the interest is either (i) a company resident in the United Kingdom,
(ii) a partnership each member of which is a company resident in the United Kingdom (or each member is
an exempt body for these purposes) or (iii) a company not resident in the United Kingdom but which
carries on a trade in the United Kingdom through a branch or agency and the interest is brought to account
for the purposes of United Kingdom corporation tax and (c) the provisions in the Finance Act 2002 by
which HBOS (and any other person by or through whom interest on the Notes is paid), on forming the
requisite reasonable belief, would be entitled to make certain payments to certain exempt bodies without
deduction of income tax.

The interest has a United Kingdom source and accordingly may be chargeable to United Kingdom tax by
direct assessment even where paid without withholding. Where the interest is paid without withholding or
deduction, the interest will not be assessed to United Kingdom tax in the hands of holders of the Notes
(other than certain trustees) who are not resident for tax purposes in the United Kingdom, except where
such persons carry on a trade, profession or vocation in the United Kingdom through a United Kingdom
branch or agency in connection with which the interest is received or to which the Notes are attributable, in
which case (subject to exemptions for interest received by certain categories of agent) tax may be levied on
the United Kingdom branch or agency.

If interest were paid under deduction of United Kingdom income tax (e.g. if the Notes lost their listing),
Noteholders who are not resident in the United Kingdom may be able to recover all or part of the tax
deducted if there is an appropriate provision in an applicable double taxation treaty.

Noteholders should note that the provisions relating to additional amounts referred to in “Terms and
Conditions of the Notes — Taxation™ of the Notes above would not apply if the Inland Revenue 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 available under an applicable double
taxation treaty.
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Proposed EU Directive on the Taxation of Savings Income

The Council of the European Union has published a revised draft directive regarding the taxation of savings
income. Subject to a number of important conditions being met, Member States will be required to provide
to the tax authorities of another Member State details of payments of interest (or other similar income) paid
by a person within its jurisdiction to an individual resident in that other Member State, except that Belgium,
Luxembourg and Ausiria will instead operate a withholding system for a transition period in relation to
such payments. The proposed directive is not yet final and may be subject to further amendment. The
United Kingdom does not currently propose to adopt a withholding system.

United Kingdom Corporation Taxpayers

Noteholders within the charge to United Kingdom corporation tax will generally be subject to tax as
income on all profits and gains arising from, and fluctuations in the value of, the Notes broadly in
accordance with their statutory accounting treatment. Such Noteholders will generally be charged to tax in
each accounting period by reference to interest accrued and to any profit (or loss) (calculated in accordance
with such Noteholders” authorised accounting method) arising in that period.

Other United Kingdom Taxpayers

The Notes should be “qualifying corporate bonds”. If the Notes are “qualifying corporate bonds™ as defined
in section 117 of Taxation of Chargeable Gains Act 1992, on disposal of the Notes neither chargeable gains
nor allowable losses should arise for the purposes of taxation of capital gains.

The Notes will be regarded by the Inland Revenue as “variable rate securities” for the purposes of the
Accrued Income Scheme. Accordingly, a transfer of a Note by a holder resident or ordinarily resident in the
United Kingdom or a holder who carries on a trade in the United Kingdom through a branch or agency to
which the Notes are attributable, may give rise to a charge to tax on income in respect of interest on the
Notes which has accrued since the preceding interest payment date in such an amount as the Inland
Revenue deem just and reasonable. A transferee of Notes with accrued interest will not be entitled to any
corresponding allowance under the Accrued Income Scheme.

Stamp Duty and Stamp Duty Reserve Tax

No United Kingdom stamp duty or stamp duty reserve tax is payable on the issue or transfer by delivery of
a Note or on its redemption.
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Subscription and Sale

Credit Suisse First Boston (Europe) Limited and UBS AG, acting through its business group UBS Warburg
(together, the “Joint Lead Managers™) have, pursuant to a subscription agreement dated 26 November 2002
(the “Subscription Agreement™), jointly and severally agreed with HBOS, subject to the satisfaction of
certain conditions, to subscribe and pay for the Notes at 99.415 per cent. of their principal amount plus
accrued interest, if any. HBOS has agreed to pay to the Joint Lead Managers a combined selling,
management and underwriting commission of 0.625 per cent. of the principal amount of the Notes. In
addition, HBOS has agreed to reimburse the Joint Lead Managers for certain of their expenses in
connection with the issue of the Notes. The Subscription Agreement entitles the Joint Lead Managers to
terminate it in certain circumstances prior to the issue of the Notes.

United States

The Notes have not been and will not be registered under the Securities Act and may not be offered or sold
within the United States or to, or for the account or benefit of, U.S. 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. tax law requirements and may not be offered, sold or delivered within the
United States or its possessions or to a United States person, except in certain transactions permitted by
U.S. tax regulations. Terms used in this paragraph have the meanings given to them by the U.S. Internal
Revenue Code of 1986 and regulations thereunder.

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

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

United Kingdom
Each Joint Lead Manager has represented, warranted and agreed that:

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

2. it has only communicated or caused to be communicated and will only communicate or cause to be
communicated any 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 does not apply to the Issuer and

3. it has complied and will comply with all applicable provisions of the FSMA with respect to anything
done by it in relation to the Notes in, from or otherwise involving the United Kingdom.
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General

No action has been taken by the Issuer or the Joint Lead Managers in any jurisdiction that would or is
intended to permit a public offering of any of the Notes, or the possession or distribution of this Offering
Circular or any amendment or supplement hereto or any other offering material relating to the Notes in any
country or jurisdiction where action for that purpose is required.

Accordingly, the Notes may not be offered or sold, directly or indirectly, and neither this Offering Circular
nor any other offering material may be distributed or published in or from any country or jurisdiction
except in circumnstances that will result in compliance with any applicable rules and regulations of any such
country or jurisdiction.

Each Joint Lead Manager has agreed that it will comply with all applicable laws, regulations and directives
in each jurisdiction in which it purchases, offers, sells or delivers Notes or has in its possession or
distributes this Offering Circular or any amendment or supplement hereto or any such other offering
material and neither the Issuer nor the other Joint Lead Manager shall have responsibility therefor.
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General Information

The Notes have been accepted for clearance through the Clearsiream, Luxembourg and Euroclear
gystems with a Common Code of 015831375. The International Securities Identification Number for
the Notes is XS0158313758.

The admission of the Notes to the Official List will be expressed as a percentage of their principal
amnount (exclusive of accrued interest). It is expected that admission of the Notes to the Official List
and to trading on the London Stock Exchange’s market for listed securities will be granted on or before
28 November 2002, subject only to the issue of the Temporary Global Note. Prior to admission to the
Official List and to trading, however, dealings will be permitted by the London Stock Exchange in
accordance with its rules. Transactions will normally be effected for settlement in pounds sterling and
for delivery on the third working day after the day of the transaction.

All consents, approvals, authorisations or other orders of all regulatory authorities required by HBOS
in the United Kingdom have been given for the issue of the Notes and for HBOS to undertake and
perform its obligations under the Subscription Agreement, the Trust Deed, the Agency Agreement and
the Notes. The issue of the Notes was authorised pursuant to a resojution of the Board of Directors of
HBOS passed on 29 October 2002 and written resolutions of a special committee of the Board of
Directors of HBOS passed on 13 November 2002 and by resolutions of a duly constituted Committee
of the Board of Directors of the Issuer passed on 13 November 2002.

Except as disclosed herein, there has been no significant change in the financial or trading position of
HBOS or of the HBOS Group, in each case since 30 June 2002 and no material adverse change in the
financial position or prospects of HBOS or of the HBOS Group since 31 December 2001.

Neither HBOS nor any member of the HBOS Group is involved in any legal or arbitration proceedings
(including, any such proceedings which are pending or threatened of which HBOS is aware) which
may have, or have had in the previous 12 months, a significant effect on the financial position of
HBOS or the HBOS Group.

The Notes and Coupons will bear the following legend: “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(j) and 1287(a) of the Internal Revenue Code”.

Copies of the latest annual consolidated audited Report and Accounts of HBOS and the latest interim
unaudited consolidated accounts of HBOS may be obtained, and copies of the Trust Deed and Agency
Agreement will be available for inspection, at the specified offices of the Paying Agent during normal
business hours, so long as any of the Notes is outstanding

Copies of the following documents may be inspected at the offices of Linklaters, One Silk Street,
London EC2Y 8HQ during normal business hours on any day (Saturdays, Sundays and public holidays
excepted) for 14 days from the date of this document:

(a) the Memorandum and Articles of Association of HBOS;

®) the consolidated audited Report and Accounts of HBOS for the financial year ended 31
December 2001 and the consolidated unaudited accounts of HBOS for the six months
ended 30 June 2002;

©) the consolidated audited Report and Accounts of Halifax Group for each of the two

financial years ended 31 December 2000 and the consolidated audited Report and
Accounts of Bank of Scotland for each of the two financial years ended 28 February
2001,
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(o)) drafts (subject to modification) of the Trust Deed to constitute the Notes (which contains
the form of the Temporary Global Note, the Permanent Global Note and the definitive
Notes, Coupons and Talons) and of the Agency Agreement; and

e the Subscription Agreement.

HBOS does not publish non-consolidated annual financial statements or non-consolidated interim
financial statements.

KPMG Audit Plc, Chartered Accountants and Registered Auditors have audited, and rendered
unqualified audit reports (which did not contain any statements made under Section 237(2) or (3) of
the Companies Act 1985) on, the audited consolidated accounts of HBOS for the year ended 31
December 2001, the audited consolidated accounts of Halifax Group for the years ended 31 December
2000 and 2001 and the audited consolidated accounts of Bank of Scotland for the years ended 28
February 2001 and 31 December 2001. Statutory accounts for such years have, in the case of Halifax
Group, been delivered to the Registrar of Companies in England and Wales and, in the case of HBOS
and Bank of Scotland, been delivered to the Registrar of Companies in Scotland.
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