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Under the Euro Medium Term Note Programme describethis Prospectus (the “Programme”), each of Beut Gas
Networks plc (“Southern GN") and Scotland Gas Netsoplc (“Scotland GN”) (together, the “Issuers”daeach an
“Issuer”), subject to compliance with all relevalatvs, regulations and directives, may, from timetitoe, issue notes
(“Notes”). The aggregate nominal amount of Notetstanding will not at any time exceed £5,000,000,08 the equivalent
in other currencies), subject to increase in acoed with the terms of the Programme Agreemendééised herein).

Application has been made to the Financial Condwthority in its capacity as competent authoritydan the Financial
Services and Markets Act 2000 (the “UK Listing Aatly”) for Notes issued under the Programme fce period of 12
months from the date of this Prospectus to be aeadnib the official list of the UK Listing Authosit(the “Official List”) and
to the London Stock Exchange plc (the “London StBgkhange”) for such Notes to be admitted to trgdin the Regulated
Market of the London Stock Exchange (the “MarkeRgferences in this Prospectus to Notes beingetlis{and all related
references) shall mean that such Notes have bemsitted to trading on the Market. The Market is gulated market for the
purposes of the Markets in Financial Instrumente&ive 2004/39/EC.

The requirement to publish a prospectus under thepectus Directive (as defined herein) only agpiteNotes which are to
be admitted to trading on a regulated market inEbheopean Economic Area and/or offered to the puinlithe European
Economic Area other than in circumstances wherexamption is available under Article 3.2 of the $prectus Directive (as
implemented in the relevant Member State(s)). Refees in this Prospectus to “Exempt Notes” arBdtes for which no
prospectus is required to be published under tlesgectus Directive. The UK Listing Authority hasither approved nor
reviewed information contained in this Prospectusdnnection with Exempt Notes.

Notes will be issued in a minimum denomination of fess than €100,000 or the equivalent in anyrotiuerency on the
relevant date of issue as agreed between the reléssuer and the relevant Dealer(s) (provided ydvwthat Notes issued in
pounds sterling will be issued in a minimum denaation of £100,000) and in such amounts that arévatgnt to at least
€100,000 at the date of issue.

Each Series of Notes in bearer form will be repmése on issue by a temporary global note in be&sen (each a
“Temporary Global Note”) or a permanent global niatbearer form (each a “Permanent Global Note3yéther, the “Global
Notes”).

If the Global Notes are stated in the applicableaFTerms to be issued in new global note (“Newb@ldNote” or “NGN”)
form, they will be delivered on or prior to the girial issue date of the relevant Tranche to a comsafekeeper (the
“Common Safekeeper”) for Euroclear Bank SA/NV (“Balear”) and Clearstream Bankimgpciété anonymgClearstream
Luxembourg”).



Global Notes which are not issued in NGN form (“&le Global Notes” or “CGNs”) will be delivered am prior to the
original issue date of the relevant Tranche to aroon depositary (the “Common Depositary”) for Eueac and
Clearstream, Luxembourg.

Each series of Notes issued in registered form béllrepresented on issue by beneficial interestsnia or more global
certificates (each a “Global Certificate”) whichlMbbe deposited with and registered in the name ofominee for (i) the
Common Depositary (where the Global Certificatads to be held in the New Safekeeping Structure (MSS”)) or (ii) the
Common Safekeeper (where the Global Certificate Ise held in the NSS).

The provisions governing the exchange of intergsSlobal Notes for other Global Notes or for Notesdefinitive bearer
form and the exchange of Global Certificates fotesdn definitive registered form are describedSnmmary of Provisions
Relating to the Notes while in Global Form”.

Notice of the aggregate nominal amount of Noteterést (if any) payable in respect of Notes, tlseidsprice of Notes and
any other terms and conditions not contained hendiich are applicable to each Tranche (as defingteu “Terms and

Conditions of the Notes”) of Notes will be set @quta final terms document (the “Final Terms”) whietith respect to Notes
to be listed on the Market, will be delivered te tHK Listing Authority and the London Stock Exchan@opies of the Final
Terms in relation to Notes to be listed on the Mankill be published on the website of the Londdac& Exchange through
a regulatory information service. In the case oéfEpt Notes, notice of the aggregate nominal amo@iNotes, interest (if

any) payable in respect of Notes, the issue pridéotes and certain other information which is aqadble to each Tranche of
Exempt Notes will be set out in a pricing suppletrdmcument (the “Pricing Supplement”).

Prospective investors should have regard to the fears described in the section entitled “Risk Factos” in this
Prospectus.

The long term unsecured, unguaranteed and unsuatedi debt obligations of each Issuer are, as etdtite of this
Prospectus rated: BBB by Standard & Poor’s Credithédt Services Europe Limited (“Standard & Pooral by Moody’s
Investors Service Ltd. (“Moody’s”) and BBB+ by HitRatings Ltd (“Fitch”). As at the date of thisoBpectus, each of
Standard & Poor’s, Moody’s and Fitch is establisiedhe European Union and is registered under Régua (EC) No.

1060/2009 (as amended) (the “CRA Regulation”).

Tranches of Notes issued under the Programme magtée or unrated. Where a Tranche of Notes iglrateh rating will

not necessarily be the same as the ratings assigredtes already issued. Where a Tranche of Nstested, the applicable
rating(s) will be specified in the relevant Finatrins (or the relevant Pricing Supplement in thee aaflsExempt Notes). A
security rating is not a recommendation to buy| eelhold securities and may be subject to suspensieduction or
withdrawal at any time by the assigning rating ayen

Arranger
Barclays
Dealers
Barclays CiBC
Lloyds Bank RBC Capital Markets

The Royal Bank of Scotlan

The date of this Prospectus is 17 October 2014



Unless otherwise specified, all references inBu@spectus to the “Prospectus Directive” refer it@@ive
2003/71/EC (and amendments thereto including tH® ZD Amending Directive) and all references to the
“2010 PD Amending Directive” refer to Directive 2073/EU provided, however, that all references in
this Prospectus to the “Prospectus Directive” ilatien to any Member State of the European Economic
Area refer to Directive 2003/71/EC (and amendmthrdseto, including the PD Amending Directive, te th
extent implemented in the relevant Member Stat]), include any relevant implementing measure in the
relevant Member State.

This Prospectus, together with all documents whighdeemed to be incorporated herein by referessee (
the section entitled “Documents Incorporated byeR&rice”) comprises a base prospectus for the pespos
of Article 5.4 of the Prospectus Directive. Thio§yectus shall be read and construed on the Ibesis t
such documents are incorporated and form parti®@ftospectus.

Each Issuer accepts responsibility for the inforamatontained in this Prospectus and the Final Fefon
each Tranche of Notes issued under the Programméherbest of the knowledge of each Issuer, having
taken all reasonable care to ensure that sucleisabke, the information contained in this Prosseistun
accordance with the facts and does not omit angtlikely to affect the import of such information.

This Prospectus is to be read in conjunction witd@uments which are deemed to be incorporateeife
by reference (see “Documents Incorporated by Reéer®. This Prospectus shall be read and constoed
the basis that such documents are incorporatedbamdpart of this Prospectus.

Neither this Prospectus nor any other informatigppsied in connection with the Programme or anyeasot
(a) is intended to provide the basis of any credibther evaluation or (b) should be considered as
recommendation by either Issuer, Scotia Gas Newsvoitkited (“SGN”), any of the Dealers or the Truste
that any recipient of this Prospectus or any otfilermation supplied in connection with the Prograenor

any Notes should purchase any Notes. Each investdemplating purchasing any Notes should make its
own independent investigation of the financial dood and affairs, and its own appraisal of the
creditworthiness, of either Issuer. Neither thisdpectus nor any other information supplied in eation
with the Programme or the issue of any Notes cutet an offer or invitation by or on behalf ofheit
Issuer, any Dealer or the Trustee to any persasuliscribe for or to purchase any Notes.

No person is or has been authorised by either ®flskuers to give any information or to make any
representation not contained in or not consistétit this Prospectus in connection with the Programm
the Notes and, if given or made, such informationepresentation must not be relied upon as havien
authorised by either Issuer, SGN, the Trustee grodithe Dealers or the Arranger (as defined it
and Programme Description”).

None of the delivery of this Prospectus or any Firexms (or Pricing Supplement in the case of Exemp
Notes) or any sale made in connection herewith,sradler any circumstances, create any implicatiat
there has been no change in the affairs of eithéreolssuers since the date hereof or the date wbich

this Prospectus has been most recently amendegpplesnented or that there has been no adverse €hang
in the financial position of either of the Issusiisce the date hereof or the date upon which ttasgectus
has been most recently amended or supplementédtaurty other information supplied in connectiothwi
the Programme is correct as of any time subsedoehe date on which it is supplied or, if diffetethe
date indicated in the document containing the safte Dealers and the Trustee expressly do not
undertake to review the financial condition or &ffaof either of the Issuers during the life of the
Programme or to advise any investor or potentiastor in the Notes of any information coming teith
attention.

The distribution of this Prospectus, any Final Teror Pricing Supplement in the case of Exempt $jote

and the offering or sale of Notes in certain judddns may be restricted by law. Persons into whos
possession this Prospectus or any Final Termsr{@n& Supplement in the case of Exempt Notes) aome
are required by the Issuers, the Dealers and thenger to inform themselves about and to obserye an
such restriction.

For a description of these and certain furtherrictgins on offers, sales and transfers of Noted an
distribution of this Prospectus or any Final TelorsPricing Supplement in the case of Exempt Notees
“Subscription and Sale”.



Neither this Prospectus nor any Final Terms (ocifgi Supplement in the case of Exempt Notes)
constitutes an offer to sell or the solicitationaof offer to buy any Notes in any jurisdiction toygerson

to whom it is unlawful to make the offer or solatibn in such jurisdiction. The Issuers, the Deatard the
Trustee do not represent that this Prospectus pri-aral Terms (or Pricing Supplement in the case of
Exempt Notes) may be lawfully distributed, or thay Notes may be lawfully offered, in compliancéhwi
any applicable registration or other requirementsany such jurisdiction, or pursuant to an exenmptio
available thereunder, or assume any responsibidityfacilitating any such distribution or offerindgn
particular, no action has been taken by the IsstleesDealers or the Trustee which is intendedetonit a
public offering of any Notes or distribution of $hProspectus or any Final Terms (or Pricing Supeterim

the case of Exempt Notes) in any jurisdiction whacgon for that purpose is required. Accordingiyp,
Notes may be offered or sold, directly or indirgcnd none of this Prospectus or any Final Temns (
Pricing Supplement in the case of Exempt Notesynyr advertisement or other offering material may be
distributed or published in any jurisdiction, excepder circumstances that will result in complemndgth
any applicable laws and regulations. Persons ifitose possession this Prospectus or any Notes mag/ co
must inform themselves about, and observe, any sttictions on the distribution of this Prospecamy
Final Terms (or Pricing Supplement in the casexapt Notes) and the offering and sale of Notes.

The Notes have not been and will not be registereter the United States Securities Act of 1933, as
amended (the “Securities Act”) or with any secestiregulatory authority of any state or other glicison

of the United States. The Notes may include bedlates that are subject to United States tax law
requirements. Subject to certain exceptions, thiedNmay not be offered or sold or, in the caseeafér
Notes, delivered within the United States or tofoorthe account or benefit of, U.S. persons (diéé in

the United States Internal Revenue Code of 198&mended, and regulations thereunder).

Neither this Prospectus nor any Final Terms (ocifgi Supplement in the case of Exempt Notes)
constitutes an offer of, or an invitation by or bahalf of the Issuers, the Arranger or the Dealers
subscribe for, or purchase, any Notes.

The Arranger, the Trustee and the Dealers haveseymirately verified the information contained irs th
Prospectus. None of the Dealers or the Arrangeresaky representation, express or implied, or &cep
any responsibility, with respect to the accuracycompleteness of any of the information in this
Prospectus. Neither this Prospectus nor any fimastatements incorporated by reference hereinldhosu
considered as a recommendation by either of theetssthe Arranger or the Dealers that any recipién
this Prospectus, any Final Terms (or Pricing Suppl& in the case of Exempt Notes) or any financial
statements should purchase the Notes. Each pdtpotiehaser of Notes should determine for itsedf th
relevance of the information contained in, or ipawated by reference in, this Prospectus or anglFin
Terms (or Pricing Supplement in the case of ExeNigites) and its purchase of Notes should be based
upon such investigation as it deems necessaryDédter nor the Trustee accepts any liability imtieh to
the information contained or incorporated by refieesin this Prospectus or any other informatiorvipiex

by either of the Issuers in connection with thegPamme.

This Prospectus has been prepared on a basis ¢hiéd permit an offer of Notes with a denominatidn o
less than €100,000 (or its equivalent in any ottimrency) only in circumstances where there is an
exemption from the obligation under the Prospe@irective to publish a prospectus. As a resuly an
offer of Notes in any Member State of the Europgaonomic Area which has implemented the Prospectus
Directive (each, a “Relevant Member State”) musirtale pursuant to an exemption under the Prospectus
Directive, as implemented in that Relevant MembeteS from the requirement to publish a prospefdus
offers of Notes. Accordingly, any person makingriending to make an offer of Notes in that Reftgva
Member State may only do so in circumstances irchivhb obligation arises for the relevant Issuearor
Dealer to publish a prospectus pursuant to ArBoté the Prospectus Directive or supplement a @asis
pursuant to Article 16 of the Prospectus Directivegach case, in relation to such offer. Neitbiethe
Issuers nor any Dealer has authorised, nor doesuatyperson authorise, the making of any offédaies

in circumstances in which an obligation arises floe relevant Issuer or any Dealer to publish or
supplement a prospectus for such offer.

In connection with the issue of any Tranche (as deked in “Issuer and Programme Description”) of
Notes, the Dealer or Dealers (if any) acting as thgtabilising Manager(s) (or persons acting on behfl
of any Stabilising Manager(s)) may over-allot Notesr effect transactions with a view to supporting
the market price of the Notes at a level higher tha that which might otherwise prevail. However,
there is no assurance that the Stabilising Manages] (or persons acting on behalf of a Stabilising



Manager(s)) will undertake stabilisation action. Ary stabilisation action may begin on or after the
date on which adequate public disclosure of the tets of the offer of the relevant Tranche of Notes is
made and, if begun, may be ended at any time, but imust end no later than the earlier of 30 days
after the issue date of the relevant Tranche of Net and 60 days after the date of the allotment dfi¢
relevant Tranche of Notes. Any stabilisation actie or over allotment must be conducted by the
relevant Stabilising Manager(s) (or persons actingon behalf of any Stabilising Manager(s)) in
accordance with all applicable laws and rules.

The Notes may not be a suitable investment fomalstors Each potential investor in any Notes must
determine the suitability of that investment inhligof its own circumstances. In particular, eackeptal
investor should consider, either on its own or wita help of its financial and other professiordlisers,
whether it:

(@) has sufficient knowledge and experience to nsakeaningful evaluation of the relevant Notes, the
merits and risks of investing in the relevant Natad the information contained or incorporated by
reference in this Prospectus or any applicablelsopnt;

(b) has access to, and knowledge of, appropriaédytical tools to evaluate, in the context of its
particular financial situation, an investment ire ttelevant Notes and the impact such investment
will have on its overall investment portfolio;

(c) has sufficient financial resources and liquidd bear all of the risks of an investment in thlevant
Notes, including Notes where the currency for pgator interest payments is different from the
potential investor’s currency;

(d) understands thoroughly the terms of the relevdotes and is familiar with the behaviour of
financial markets; and

(e) s able to evaluate possible scenarios for @oir interest rate and other factors that maycafte
investment and its ability to bear the applicaisks.

Some Notes are complex financial instruments at gwstruments may be purchased as a way to reduce
risk or enhance yield with an understood, measwapgropriate addition of risk to their overall golibs.

A potential investor should not invest in Notes ethare complex financial instruments unless it thas
expertise (either alone or with the help of a ficiahadviser) to evaluate how the Notes will perfasnder
changing conditions, the resulting effects on thkie of such Notes and the impact this investmeiht w
have on the potential investor’s overall investrartfolio.

The investment activities of certain investorsariject to legal investment laws and regulationsedew

or regulation by certain authorities. Each poténtigestor should consult its legal advisers tcedeine

whether and to what extent (1) Notes are legalstments for it, (2) Notes can be used as collaferal
various types of borrowing and (3) other restrizcsi@pply to its purchase or pledge of any Notesarkgial

institutions should consult their legal advisersttog appropriate regulators to determine the apjaiap
treatment of Notes under any applicable risk-basgital or similar rules.

In this Prospectus, unless otherwise specifiedher dontext otherwise requires, references to “psund
sterling”, “£” and “GBP” are to the legal currenaf/the United Kingdom, to “euro”, “€” and “EUR” atte
the currency introduced at the start of the thiedys of European economic and monetary union puotsua
to the Treaty on the Functioning of the Europeaibhinas amended, to “C$” and “CAD"” are to the legal
currency of Canada, to “US$” and “USD” are to thgdl currency of the United States, to “UK” arehe
United Kingdom and to “U.S.” and “United Stateskdo the United States of America.



DOCUMENTS INCORPORATED BY REFERENCE

This Prospectus should be read and construed joratiion with the Annual Reports of each Issuertifar
financial years ended March 2014 and March 2018 deé in “Cross Reference Lisbelow). Such
documents have previously been published or arésped simultaneously with this Prospectus and have
been filed with the Financial Conduct Authority.cBudocuments shall be deemed to be incorporated in,
and to form part of, this Prospectus save thatstatement contained herein or in a document whsch i
incorporated by reference herein shall be deemdaetmodified or superseded for the purpose of this
Prospectus to the extent that a statement contairesaly such subsequent document which is incotpdra
by reference herein modifies or supersedes sudterearatement (whether expressly, by implication o
otherwise). Any statement so modified or supersestall not be deemed, except as so modified or
superseded, to constitute a part of this Prospeddmy further information or documents incorporchtsy
reference in the documents incorporated by referabove does not form part of, and shall not bendee

to be incorporated into, this Prospectus.

Copies of documents incorporated by reference im Fnospectus can be obtained from the registered
office of the relevant Issuer and from the spedififfice of the Paying Agent for the time beind.iondon.

In addition, copies of such documents will be alzé on the website of the Regulatory News Service
operated by the London Stock Exchand®tp://londonstockexchange.com/exchange/news/market
news/market-news-home.htm|

Cross Reference List

0] Annual Report of Southern GN for the financj@ar ended 31 March 2014 (which includes the
auditors’ report and audited non-consolidated famanstatements of Southern GN for the financial
year ended 31 March 2014).

(i) Annual Report of Southern GN for the financig@ar ended 31 March 2013 (which includes the
auditors’ report and audited non-consolidated fam@nstatements of Southern GN for the financial
year ended 31 March 2013).

(i)  Annual Report of Scotland GN for the finankigear ended 31 March 2014 (which includes the
auditors’ report and audited non-consolidated fanstatements of Scotland GN for the financial
year ended 31 March 2014).

(iv)  Annual Report of Scotland GN for the financiar ended 31 March 2013 (which includes the
auditors’ report and audited non-consolidated fanstatements of Scotland GN for the financial
year ended 31 March 2013).

Documents which are referred to or incorporateddigrence into the documents listed above do mat fo
part of this Prospectus.

Any non-incorporated parts of a document referceth the documents listed above are either deeroed n
relevant for an investor or are otherwise covetselvehere in this Prospectus.

Supplementary Prospectus

If at any time an Issuer shall be required to preasupplementary prospectus pursuant to secfiGnaB

the Financial Services and Markets Act 2000 (“FSMAsuch Issuer will prepare and make available a
supplement to this Prospectus which, in respeahgfsubsequent issue of Notes to be listed on tfieaD

List and admitted to trading on the Market, shahstitute a supplementary prospectus as requireteby
UK Listing Authority and section 87G of the FSMA.

Each Issuer confirms that if at any time during theation of the Programme there arises or is nated
significant new factor, material mistake or inaeayr relating to information contained in this Presps
which is capable of affecting an assessment bystove of the assets and liabilities, financial posi
profits and losses and prospects of such Issuépmtite rights attaching to the Notes to be issoeit,
that Issuer shall prepare an amendment or supptetoethis Prospectus or publish a replacement
Prospectus for use in connection with any subsecqfaring of Notes to be issued by it.
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OVERVIEW OF THE SCOTIA GAS NETWORKS GROUP

This section contains an overview of the businesgjlatory and organisational structure of the less
This overview does not purport to be complete dmalilsl be read in conjunction with, and is qualified
its entirety by reference to, the more detailedrimfation appearing elsewhere in this Prospectus.

The Businesses

On 1 May 2005 National Grid Gas plc (“NGG”) (thendkvn as Transco plc, a wholly owned subsidiary of
National Grid plc), transferred the assets (inelgdhe personnel and the gas transporters’ licegreeged

to each Issuer by the Gas and Electricity Marketghérity (‘“GEMA”) under the Gas Act 1986 (as
amended) (each a “GT Licence”)) and liabilitiestioé south of England and Scotland gas distribution
networks into Southern GN and Scotland GN, whicliewsewly created wholly owned subsidiaries of
NGG.

On 1 June 2005, SGN completed its acquisition lobfathe shares in each of Southern GN and Scotland
GN from NGG (the “Acquisitions”). This was part afwider disposal by NGG of four gas distribution
networks (individually, a “DN").

Shareholders

The shareholders of SGN are SSE plc (“SSE”") (as0t@er cent.), Borealis Infrastructure Europe (UK)
Limited (“BIEUK”) (as to 25 per cent.) and OTPPBvlstments (U.K.) Limited (“OIUK") (as to 25 per
cent.). They have entered into a shareholders’eageat (the “Shareholders’ Agreement”) governing the
exercise of their rights in SGN.

SSE, which was formed in December 1998 by the mev§&cottish Hydro-Electric plc and Southern
Electric plc, is a FTSE-100 company and is ondeflargest energy companies in the UK. It is ingdlin
the generation, transmission, distribution and suppelectricity; energy trading; the storage,tdisition
and supply of gas; electrical, environmental arlityutontracting; and telecoms.

BIEUK is indirectly wholly owned by OMERS Adminigttion Corporation (“OMERS”). OMERS is
responsible for the pension income of over 440,0@Mbers employed or formerly employed by Ontario
Municipalities or their related agencies. OMERS &aS$AA credit rating from Standard & Poor’s and has
over C$66.3 billion in net investment assets. Bigdafrastructure Management Inc. (“Borealis”), it
manages BIEUK, identifies, invests in and managésstructure assets on behalf of OMERS. Borealis
currently manages equity infrastructure investmenegpproximately C$12.0 billion in Canada, the tgdi
States and Europe.

OIUK is owned by the Ontario Teachers’ Pension RI@TPP”), which is an independent corporation
responsible for investing and administering thespmrs of Ontario’s 307,000 working and retired tess.
With net assets of C$140.8 billion as at 31 Decendbd 3, it is one of the largest financial insiitat in
Canada. OTPP is a significant long-term holdemdfaistructure assets in North America, Europe, ISout
America and Australia. As at 31 December 201 ifistructure investments totalled C$11.7 billion.

Principal Activities

The principal activities of the Issuers are thengportation of gas and the ownership, operation and
development of the gas transportation network @&ir tespective areas of operation. Southern GNadpgr

in the south of England in an area which includesltondon boroughs to the south of the River Thames
and covering Milton Keynes in the north, Dover fire teast and Lyme Regis in the west. Scotland GN
operates in the whole of Scotland.

Objectives and strategy

The principal objectives of the Issuers are tovaéelhatural gas safely, reliably and efficientlyass the
gas distribution network and to provide the highssindard of service to their stakeholders, whilst
delivering value to their shareholders. This sggt therefore, places the highest emphasis orriegsu
that activities are carried out safely and thatrteevorks operate in a reliable and efficient manse that
benchmarks and regulatory targets can be exceedbd benefit of all of the Issuers’ stakeholders.



The overall financial objective of the Issuersdddcus on operational efficiency and the efficidetivery
of capital and replacement expenditure programnidgerefore, financial objectives are set to ensoa¢
regulatory targets are achieved or outperformed.

The financing objective of the Issuers is to enameefficient capital structure that mitigates et rate
risk through maintaining a minimum of 75 per ceitdebt at rates of interest that are either fisethdex
linked.

Management

The Board of Directors of SGN consists of represiives of each of the three shareholders pnoarata
basis to their equity ownership. The shareholde®GN share a similar long-term investment outlaokl

are not focused solely on short-term returns. Thar® of Directors is replicated for each IssuerisTh
separation of directors from day-to-day managenuénthe business, together with two independent
non-executive directors, contributes to the higimdards of corporate governance maintained by SGN.

Answering directly to the Board of Directors of SGNd each Issuer is John Morea, Chief Executive
Officer, who is supported by Chris Brook, Chief &iial Officer and an executive management team.
Further details are set out in “Business Descriptie Management”.

SSE provides corporate support services to theedssturther details of which are set out in “Besis
Description — Description of the Issuers — Serviggeements with SSE”.

Issuance of Notes

Each Issuer will apply the net proceeds from eashance of Notes for its general corporate purposes
Programme

Although a single Programme has been establishédrwahich each Issuer may issue Notes with similar
terms and conditions, Notes issued by one Issukrbilegally and economically separate from those
issued by the other Issuer. Each Issuer will haviafility in respect of Notes issued by the otrssuer.

Key Aspects of the GT Licences

The Issuers are regulated by the Office of GasHEedricity Markets (“Ofgem”), which operates undiee
direction and governance of the Gas and Electriaykets Authority (“GEMA”) (GEMA and Ofgem are
collectively referred to in this Prospectus as ‘tAethority”). Each Issuer holds a GT Licence andsinu
comply with the terms of the GT Licences togethé@hwhe licensing and regulatory regime of the Gas

Act.

The GT Licences create a regulatory ring-fence ¢liis of particular relevance to Noteholders) acbtime
Issuers’ transportation assets by, amongst otlregsh

® restricting the Issuers from disposing of dirmguishing operational control over their trangpton
assets without obtaining prior consent from thehAtity;

(i)  restricting the businesses and activities whithe Issuers may perform in addition to gas
transportation (save with the Authority’s prior sent and with certain exceptions);

(iii)  prohibiting cross-subsidies to or from anyet business of the Issuers (or their affiliates);

(iv)  requiring that the Issuers have sufficientaficial and operational resources to carry out thes
transportation business properly and efficientlgt smcomply with their regulatory obligations;

(v)  requiring the Issuers to take all approprida&ps to maintain investment grade credit ratingd; a

(vi) restricting the Issuers’ abilities to incurdiebtedness, create security or enter into crossillef
obligations.



This overview should be read in conjunction witl Trerms and Conditions of the Notes (in partictiter
covenants given by each Issuer) and with the detditformation set out elsewhere in this Prospectus
including the sections entitled “Business Descapti— Regulatory Framework” which goes into more
detail on the GT Licences and the associated lagdlregulatory regime in which the Issuers opegatd
“Risk Factors-Consequences of not complying with@®T Licences”.

In the Terms and Conditions of the Notes, eachelssavenants for the benefit of the Note Trustes: ith
will comply with and operate its business in aceorce with its GT Licence.

Price Control Regime

Each Issuer’s allowed revenue (in terms of trartsgion charges) is determined by the gas distidbuti
price controls set out in the terms of their GTdrces, the most recent of which was set by thedkitgh

to operate between 1 April 2013 and 31 March 2@24 ‘Current Control”) and is based on Ofgem’s new
RIO principles (see “Business Description — Pri€entrol” for further details). The price control
formulae are subject to periodic review by the Auity (currently every eight years).

Base allowed revenue is fixed in £m terms in thenfdae and is inflated to current prices by the tgkail
price index. Changes to total allowed revenue ecefberformance against the total expenditure alimea
awarded, total operating costs, and also take astmunt the symmetrical reward schemes for network
incentives, such as gas leakage and customer eervic

When prices are set at the beginning of each year @are based on assumptions relating to the fetreca
capacity requirements of customers and their denaartdthe level of maximum allowed revenue. As a
consequence, there is inevitably a difference atetid of the year between actual revenues collectdd
the maximum allowed revenue calculated. The diffeeebetween the actual revenue collected and the
maximum allowed revenue (adjusted for interestpisied forward two years. This adjustment is kn@sn

the “k-factor”. The k-factor, therefore, protectsglistribution networks against the risk that nexss may

be volatile intra year due to actual variablesaliffg from those assumed when tariffs are seteastdrt of

the year.

Revenues for some services are not regulated bprtbe control formulae. These include, for example
charges for certain metering services, and mainnand emergency response services which are
performed by the Issuers on behalf of third parties

For a further description of the regulatory regigmverning the Issuers’ businesses and revenues, see
“Business Description — Regulatory Framework” aBdisiness Description — Price Control”.
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ISSUER AND PROGRAMME DESCRIPTION

The following description does not purport to benptete and is qualified in its entirety by the rémolar

of this Prospectus, in particular the Terms and ditians of the Notes. This overview should be @sadn
introduction to the Prospectus and any decisiomtest in Notes should be based on consideratidheof
Prospectus as a whole, including all documents rmoated by reference. Words and expressions not
defined in this description shall have the samenimggs as defined in the Terms and Conditions of the

Notes.

Issuers:

Programme Amount:

Arranger:

Programme Dealers

Trustee:

Principal Paying
Agent:

Registrar and
Transfer Agent:
Hedging Policy:

Method of Issue

Issue Price

Southern Gas Networks plc and Scotland Gas Netwalc

Up to £5,000,000,000 (or the equivalent in otherencies at the date issue)
aggregate nominal amount of Notes Outstanding ¢fisatl in the Trust Deed
relating to the Programme dated 17 October 20%1 {thust Deed”)) at any one
time, subject to increase in accordance with threngeof the Programme
Agreement.

Barclays Bank PL

Barclays Bank PLCCIBC World Markets plcLloyds Bank plc, RBC Eurog
Limited and The Royal Bank of Scotland plc. Theutss may, from time to
time, terminate the appointment of any dealer uttiderProgramme or appoint
additional dealers either in respect of one or migemches or in respect of the
whole Programme.

References in this Prospectus‘Programme Deal€” are to the Dealers and
such additional persons that are appointed as rdemerespect of the whole
Programme (and whose appointment has not beennised) and to “Dealers”
are to all Programme Dealers and all persons apgubiinom time to time as a
dealer in respect of one or more Tranches.

Citicorp Trustee Company Limit
Citibank, N.A, London Branc

Citibank, N.A, London Branc

Each Issuer will covenant to comply with a hedgidjcy, as further describe
in “Covenants of the Issuers” below.

Notes will be issued on a syndicated or -syndicated basisNotes will be
issued in series (each a “Series”) having one arenssue dates and on terms
otherwise identical (or identical other than inpest of the first payment of
interest and/or issue price). Notes of each Sedes intended to be
interchangeable with all other Notes of that Series

Each Series maye issued in tranches (each“Tranch") on the same ¢
different issue dates. The specific terms of eadndhe will be set out in the
final terms in the form set out in this Prospediine “Final Terms”) or in the
case of Exempt Notes in the pricing supplementhim form set out in this
Prospectus (the “Pricing Supplement”). TranchesNofes within the same
Series will be consolidated to form a single Seffew/ing identical terms as the
other Tranche(s) of the same Series, save in resptwe issue date, issue price,
first payment of interest and nominal amount).

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

Notes may be issued at their nominal amount or diseount or premium to
their nominal amount.
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Form of Notes:

Clearing Systems

Initial Delivery of
Notes:

Currencies:

Maturities:

Denomination:

Fixed Rate Notes:

Floating Rate Notes:

The Notes may be issued in bearer fo“Bearer Note¢") or inregistered forn
(“Registered Note¥. Each Tranche of Bearer Notes will be represgnia
issue by a Temporary Global Note if (i) definitiMetes are to be made available
to Noteholders following the expiry of 40 days afieeir issue date or (ii) such
Notes have an initial maturity of more than 183sdaynd are being issued in
compliance with the D Rules (as defined in “SelliRgstrictions” below),
otherwise such Tranche will be represented by anBeent Global Note.
Registered Notes will be represented on issue®lphal Certificate. Registered
Notes will not be exchangeable for Bearer Notes.

Clearstream, Luxembourg and Euroclear and, inioelab any Tranche, sut
other clearing system as may be agreed betweaelth@nt Issuer, the Principal
Paying Agent and the relevant Dealer.

On or before the issue date for each Tranchegifréhevant Global Note is ¢
NGN, or the relevant Global Certificate is intendedbe held in the NSS, the
Global Note or Global Certificate, as applicabld] toe delivered to a Common
Safekeeper for Euroclear and Clearstream, Luxengbddi or before the issue
date for each Tranche, if the relevant Global Net@a CGN or the relevant
Global Certificate is not intended to be held ire tNSS, the Global Note
representing Bearer Notes or the Global Certificapresenting Registered
Notes, as applicable, will be delivered to a comrdepositary for Euroclear and
Clearstream, Luxembourg. Global Notes or Globaltiizates may also be
delivered to any other clearing system or may biwefed outside any clearing
system provided that the method of such deliverylieen agreed in advance by
the relevant Issuer, the Principal Paying Ageng Registrar in the case of
Registered Notes, the Trustee and the relevaneDdaégistered Notes that are
to be credited to one or more clearing systemsssuei will be registered in the
name of nominees or a common nominee for suchicteaystems.

Subject to compliance with all relevant laws, regohs and directivesNotes
may be issued in pounds sterling, euro or U.S.adolbr any other currency
agreed between the relevant Issuer and the rel®eaiéers.

Subject to compliance with all relevant laws, regohs and directivesNotes
may be issued with any maturity as specified ingpplicable Final Terms (or,
in the case of Exempt Notes, the applicable Pri€ngplement).

Notes will be issued in a minimum denomination of notslékan€100,000 o
the equivalent in any other currency as agreed dmivthe relevant Issuer and
the relevant Dealer(s) (provided always that Natesed in pounds sterling will
be issued in a minimum denomination of £100,00@)iarsuch amounts that are
equivalent to at least €100,000 at the date okissu

Unless otherwise permitted by then current laws aedulations, Notes
(including Notes denominated in sterling) havingaturity of less than one year
from their date of issue and in respect of which ibsue proceeds are to be
accepted by the relevant Issuer in the United Kangdr whose issue would,
absent the following, otherwise constitute a corsndion of Section 19 of the
FSMA), will have a minimum denomination of £100,0@® its equivalent in
other currencies) or be issued in other circumstanvehich do not constitute a
contravention by the relevant Issuer of Sectionflihe FSMA.

Fixed interest will be payable in arrear on theedatdates in each year specif
in the applicable Final Terms (or, in the case »émpt Notes, the applicable
Pricing Supplement).

Floating RateNotes will bear interest determined separately for eaeheS a:
follows:

(i) on the same basis as the floating rate undeot@nal interest rate swap
transaction in the relevant Specified Currency goee by an agreement
incorporating the 2006 ISDA Definitions, as pubédhby the International
Swaps and Derivatives Association, Inc.;
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Zero CouponNotes:

RPI Linked Notes:

Exempt Notes:

Interest Periods anc

Interest Rates:

Redemption Amount:

Status ofNotes:

Negative Pledge

Events of Default;

Rating:

Optional
Redemption:

Early Redemption:

(i) by reference to LIBOR, LIBID, LIMEAN or EURIBOR aadjusted fol
any applicable margin; or

(i) on such other basis as may be agreed betweerrelevant Issuer and
relevant Dealer(s),

as indicated in the applicable Final Terms (orthia case of Exempt Notes, the
applicable Pricing Supplement).

Zero CouporNotes may be issued at tir nominal amount or at a discount t
and will not bear interest.

Payments of principal in respect of RPI Linked RegBon Notes or of interes
in respect of RPI Linked Interest Notes will beccédited as specified in “Terms
and Conditions of the Notes”.

The Issuer may agree with any Dealer that ExeNotes may be issued in
form not contemplated by the Terms and Conditidrte@ Notes, in which event
the relevant provisions will be included in the Bggble Pricing Supplement.

The length of the interest periods Notes and the applicable interest rate or
method of calculation may differ from time to timebe constant for any Series.
Notes may have a maximum interest rate, a minimmterest rate, or both. All
such information will be set out in the applicabiaal Terms (or, in the case of
Exempt Notes, the applicable Pricing Supplement).

With the exception of Zerooupor Notes and RPI Linke Notes and subject tc
any purchase and calculation or early redemptlom Notes will be redeemed at
par. Notes which have a maturity of less than cesr ynust have a minimum
redemption value of £100,000 (or its equivalenttimer currencies).

Notes will constitute unsubordinated and unsecured obbga of the relevar
Issuer, as described in Condition(Status of Notes)There will be no cross-
default or cross-collateralisation between the gattions of Scotland GN,
Southern GN and SGN.

Notes will have the benefit of a negative pledge whichsigject to certai
exceptions in respect of “Permitted Security Indese as described in
Condition 4(Negative Pledge)

The events of default under tNotes are as specified in Condition (Events o
Default) In particular, Notes issued by each Issuer walvénthe benefit of a
cross-default provision in relation to other Traeshof Notes issued by that
Issuer as described in Condition 11(a)(iii).

Tranches oINotes issued under the Programme may be rated or unrat
rating is not a recommendation to buy, sell or feddurities and may be subject
to suspension, reduction or withdrawal at any tibyethe assigning rating
agency. Whether or not each credit rating apgtedn relation to the relevant
Series of Notes will be issued by a credit ratiggrecy established in the
European Union and registered under the CRA Ragulatill be disclosed in
the Final Terms (or, in the case of Exempt Notes,Rricing Supplement). As
at the date of this Prospectus, the long term wmedc unguaranteed and
unsubordinated debt obligations of each Issuer hasen rated: BBB by
Standard & Poor’s, Baal by Moody's and BBB+ by FitcAs of the date, of
this Prospectus, each of Standard & Poor’s, Moodyd Fitch is established in
the European Union and registered under the CRAIREoN.

The Final Terms(or, in the case of Exempt Notethe Pricing Supplemer
issued in respect of each issue of Notes will stdtether such Notes may be
redeemed prior to their stated maturity at theawptf the relevant Issuer (either
in whole or in part), and if so the terms applieatal such redemption.

Except as provided i“Optional Redemptic” above,Notes will be redeemabls
at the option of the relevant Issuer prior to magwnly for tax or index event
reasons. See Condition(Redemption, Purchase and Optians)
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Withholding Tax:

Governing Law:

Listing and

admission to trading:

Selling Restrictions:

Further Issues:

Covenants of the
Issuers:

All payments of principal and interest in respefcNotes will be made free an
clear of withholding taxes of the United Kingdorapgect to certain exceptions
(including the International Capital Market Assdimia Standard EU
Exceptions), all as described in Conditioiraxation)

The Notes and any n-contractual obligations arising out of or in contie@t
with them will be governed by, and shall be coretrun accordance with,
English law.

Application has been made to the UK Listing Authoifor Notes (other tha

Exempt Notes) issued under the Programme to betidhid the Official List

and to the London Stock Exchange for such Notdsetadmitted to trading on
the London Stock Exchange’s regulated market.

Notes for which no prospectus is required to bdiglhibd under the Prospectus
Directive (Exempt Notes) may also be issued unueiProgramme.

For a description of certain restrictions on offesales and deliveries Notes
and on the distribution of offering material in thited States, the European
Economic Area, the United Kingdom, France, ltalgpah and Ireland, see
“Subscription and Sale”.

Category 2 selling restrictions will apply for tharposes of Regulation S under
the Securities Act.

The Bearer Notes will be issued in compliance Witls. Treas. Reg. 8 1.163-
5(c)(2)())(D) (the “D Rules”) unless the Bearer B®tare issued other than in
compliance with the D Rules but generally in ciratiamces in which Notes will

not constitute “registration required obligationgider the United States Tax
Equity and Fiscal Responsibility Act of 1982 (“TEAR, which circumstances

will be referred to in the applicable Final Tern, (in the case of Exempt
Notes, the applicable Pricing Supplement) as aséetion to which TEFRA is

not applicable.

Each Issuer may from time to time without the comsef the relevan
Noteholders or Couponholders create and issuediuftfotes having the same
terms and conditions as the Notes (so that, foatleeance of doubt, references
in the Terms and Conditions of such Notes to “IsBa¢e” shall be to the first
issue date of the Notes) and so that the same lshalbnsolidated and form a
single Series with such Notes, and referencesenTiérms and Conditions to
“Notes” shall be construed accordingly providedajw/that the Regulated Asset
Ratio of the relevant Issuer (calculated orpra forma basis following the
issuance of such further Notes) would not be grehts 0.775:1.

In connection with the Programme, for so long asNote remains Outstandin
(as defined in the Trust Deed) each Issuer wilessly covenant in favour of
the Trustee:

(&) not to change the nature of its business if sueimgh in business is not
compliance with its obligations under its GT Licenc

(b) to operate its business in accordance with its Gderice and not t
transfer its GT Licence;

(c) to provide to the Trustee within 60 days followirBl March anc
30 September in each year a certificate signedvbydirectors stating its
Regulated Asset Ratio;

(d) for at least two days of each fiscal year, yapaull any Working Capital
Facility and will provide to the Trustee within @@ys following the end
of the fiscal year a certificate in respect of tffiatal year, signed by
either the chief financial officer or chief operagi officer (or an
equivalent officer replacing either of them) of tissuer verifying that all
drawdowns under any Working Capital Facility durthg relevant fiscal
year were used during the relevant fiscal yeatterpurposes described
in the definition of “Working Capital Facility” andot for any other
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(€)

(f)

(9)

(h)

purpos;

not, directly or indirectly, to make any Distriboi (as defined in th

Terms and Conditions of the Notes) unless (i) #rgification referred to
in paragraph (c) above confirms that the Regula#tseset Ratio is not
greater than 0.775:1 and (ii) the Regulated AssaioRfollowing the

payment of such Distribution would not be greatemt0.775:1 (and will
not put in place alternative arrangements, theqaepf which is intended
to circumvent any such limitation on the limitatiam the payment of
Distributions);

not to incur further Financial Indebtedness (asnaef in Condition 1:
(Covenantg)if the Regulated Asset Ratio would be greatent@a75:1
(adjusted on @ro formabasis to take account of the proposed incurrence
of such further Financial Indebtedness);

to comply with a hedging policy containing the @slling provisions (a
more particularly described in the Trust Deed):

(i) all nor-sterling interest bearindebt will be fully hedged intcterling
(or the then currency of the United Kingdom of Grgatain and
Northern Ireland); and

(i) a minimum of 75 per cent. of debt of each Issudirbei (A) fixed
rate, (B) index-linked or (C) hedged so that theriast exposure of
the relevant Issuer is either fixed rate or indaked;

to give notice to the Trustee of (i) late paymentler theNotes; (ii) the
occurrence of a Restructuring Event; (iii) the acence of a Rating
Downgrade; and (iv) the occurrence of an Eventefblt; and

to use its reasonable endeavours to maintain astment grade rating
respect of its long-term unsecured, unguarantedduasubordinated debt
obligations.
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RISK FACTORS

The following is a summary of certain aspects @f &lativities of each Issuer and of the Programme
documentation about which prospective Noteholdeosilsl be aware. Each Issuer believes that the facto
described below represent the principal risks irgmrin investing Notes issued under the Progranithe.
occurrence of any of the events described belovdclbave a material adverse impact on the business,
financial condition or results of operations of édssuer and could affect the ability of each Isgodulfil

its obligations under the Notes. This summary tsmtended to be exhaustive and prospective Nadensl
should read the detailed information set out elssetin this Prospectus prior to making any investime
decision. Further, any prospective Noteholder stiadiake its own legal, financial, accounting, taxdan
other relevant advice as to the structure and Vighof its investment.

Risks relating to the Issuers
Regulatory Environment, Revenue and Costs

The gas industry is subject to extensive legal magdilatory obligations, controls and standards, taed
Issuers must comply with all of these (see “Busiri@sscription — Regulatory Framework”).

The application and possible change of these leegsilations and regulatory standards and the psliof

the regulators, the Authority and the Health anfétgeExecutive (“HSE”) could have an adverse effatt

the operations and financial standing of each Issttee Authority has a statutory duty to protederests

of customers where appropriate by promoting cortipetand in doing so, ensuring that licence holdees
able to finance their statutory activities. Thea@ ©e no assurance that the Current Control orduyitice
controls will permit the generation of sufficienévenues to enable each Issuer to meet its payment
obligations under the Notes. There can also bessorance that net operating revenues generateachy e
Issuer will be sufficient to meet such paymentgdiions.

Other Modifications to the GT Licences

In addition to setting price controls, the Authgrélso has formal powers to propose modificatianeach
GT Licence. Such modifications could have a sigaift financial effect on the business of eachdssu
Although the Issuers are not aware of any proposedification to their GT Licences that could have a
material adverse effect on their business actitfitgre can be no assurance that these will notpiaoe in
the future.

Consequences of Not Complying with the GT Licences

The Authority has the power to grant enforcemedes and levy fines of up to 10 per cent. of tuenasf
the relevant Issuer for any breach of its GT Lieeand certain provisions under the Gas Act.

In addition, the Authority can terminate a GT Licerin certain circumstances by giving not fewentB@
days’ written notice. Such circumstances include:

° if the Issuer agrees in writing that the GT Licesheuld be revoked;

° late payment of GT Licence fees;

° failure to comply with an enforcement order;

° failure to pay a fine imposed by the Authority fan-compliance with the GT Licence; and

° failure to comply with orders made under certagations of the Competition Act 1998 and the

Enterprise Act 2002.

Furthermore, the Authority may revoke an IssuefTsl@&ence on twenty-four hours’ notice in the eveht
insolvency.

Unless terminated in the circumstances mentioneegbthe GT Licences continue indefinitely until
revoked by the Authority following no fewer than y€ars’ written notice. Each Issuer is confidérat tit
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has in place policies, systems and processes toreemempliance with the GT Licences and relevant
legislation. Furthermore, each Issuer is not culyeubject to any formal investigation by the Aoty in
relation to enforcement matters.

Special Administration Regime

The ability of each Issuer to grant security owertiansportation assets (as defined in their GErige)

and the enforcement of such security is restribiedhe provisions of the GT Licences. Consent can b
sought from the Authority to the granting of setuver such assets but each Issuer understants tha
consent is unlikely to be given. Each Issuer hatertaken not to grant security over certain agaatsuant

to the negative pledge (as described in Conditighegative Pledgé) Subject to this negative pledge,
security can be granted over certain non-transpantassets. There are, however, legal restrictidmish
affect the enforcement of any security granted e@aah Issuer’s assets and the petitioning for theing

up of each Issuer. One key restriction is the duation of a special administration regime for pobéd
energy companies (including gas transporters ssithealssuers) under the Energy Act 2004 (as antgnde
(the “Energy Act”).

This regime applies in similar circumstances toeotiorms of insolvency such as administration,
liquidation or administrative receivership and tteurt may only make a special administration orifler
either of the Issuers are unable, or likely to hahle, to pay their debts or if it would be justi@guitable

to wind up the affected Issuer on the grounds bfipuinterest.

An energy administrator has a different objectivether insolvency practitioners. His objectivewbbe

to ensure that the relevant Issuer’s system isiantbntinued to be maintained and developed as an
efficient and economical system and that the ocder be discharged by rescuing the relevant Issuar a
going concern or where this is not achievable,sfieming its business and assets (in whole or i) pa
another company under a statutory scheme. Tharbeao assurance that any transfer in the coofet
energy administration regime could be achievedeoms that would enable creditors to recover amounts
due to them in full or that the creditors and meralmf the Issuer would recover as much as they dvoul
under other forms of insolvency. The energy adstiator must exercise and perform his powers and
duties in the manner which, so far as it is corsiswith the objectives of energy administratiordtoso,
best protects the interests of the creditors of¢hevant Issuer as a whole and subject to thdseeists, the
interests of the members of the relevant Issuaralsole.

Health and Safety Executive Regulation

The HSE is responsible for regulating safety matter the UK, including the operation of gas
transportation infrastructure. There is a risk th@ operating and capital costs incurred by Hsedrs in
order to satisfy the safety requirements of the lH&&Enot fully recoverable under the Current Cdraro
future price controls. However, Ofgem has putlace provision for a mid-period review of the Cuntre
Control in 2017 where updates to HSE policy carcdmesidered. In addition, prior to undertaking any
change to the operations of the Issuers, the Isso@magement team must ensure that the operatftars
any such change are at least as safe as the operptior to such change and where considered ialater
the context of the gas transportation infrastrugttive changes are accepted by the HSE.

Environmental Policy and Management

The historical manufacture of gas from coal anches resulted in the contamination of some of tes s
from which the Issuers currently operate. Suchssitey also have a complex history of potentially
contaminative use dating back to the nineteenttucgnAs part of the Acquisitions, each Issuer tadken

on full responsibility for the historical and onggi environmental condition of its sites. This irdzg
assuming responsibility for the ongoing manageménbntamination issues and liability for any claior
remediation requirements that might arise in refatd the environmental condition of the sites. Thsts
involved in these activities and the liability whicnay arise may have an adverse effect on therssue
business, financial condition or results of operai It should be noted that as part of the IsS@urrent
Control, funding has been provided for statutorpediation costs.

Major projects and capital expenditure

Failure in the design planning and execution ofan@jojects, including non-engineering projectsjldo
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result in the expected operational and financiaiefies being either delayed or not realised, ptojec
overspends, functionality or specifications beimghpromised, and contractual disputes. The deploymen
and updating of each Issuer’'s major projects gamra framework is designed to ensure projects are
governed, developed, approved and executed infectieé manner.

Asset management systems

Failure in the design or implementation of eacluds's asset management systems, including health,
physical security and integrity, may result in ganancident leading to a loss of life, an adveirapact on

the environment, loss of assets, prosecution urelewant legislation, and failure to meet the retdv
Issuer’s licence conditions. The gas control ceotrersees a process of asset integrity and riskdbas
management. Regular emergency exercises and testngonducted at key sites. Capital spending and
maintenance programmes are maintained and the@iskmittee and Engineering and Safety Committee
provide oversight and guidance.

Crisis management

Failure in the design or implementation of crisiamagement systems may result in an inability td dea
with a major crisis, reputational damage, and r&guy enforcement action. Each Issuer has business
continuity plans in place which are reviewed condity. Regular test exercises are undertaken. 3$iget's

are also listed under the utilities fuel schempars of the national emergency fuel plan.

RIIO

Ofgem has issued a new regulatory framework forgtiee control period which commenced in April
2013. This current price control period will be fEight years and focuses on innovation, incentares
outputs. It is anticipated that a second regulgpenjod based on the continuation of output dris@renue
will continue for a further eight years from 2024 2029. All references to “Allowances”, “Final
Proposals” and “Licences” in this Prospectus rafehose applicable to the current regulatory mkri®13
to 2021.

Uncertainty Mechanisms

For a limited number of business activities Ofgemognised that the level of costs or workloads ebgue
during RIIO-GD1 remained uncertain at the pointdefermining allowances. To mitigate this Ofgem put
in place mechanisms for the Issuers to recovetiefit costs in such areas through a series of jesers”.
These allow each of the Issuers to submit a reqoesadditional revenue to Ofgem when cumulative
expenditure in a business activity has exceededyithr reasonable certainty is forecast to exceed, a
materiality threshold of one per cent. of averageual base revenue, post application of the effiye
incentive rate. Ofgem will test the efficiency betexpenditure incurred using information provitgdhe
relevant Issuer and by benchmarking against otleworks and industry comparators. Following
consultation, Ofgem will determine the level ofi@fnt costs to be recovered by the relevant Issuer
through allowed revenues.

Risks relating to Notes
Exchange Rate Risks and Exchange Controls

The principal of or any interest on Notes may bgapée in, or determined by reference or indexede

or more Specified Currencies (including exchangesrand swap indices between currencies or currency
units). For Noteholders whose financial activite® denominated principally in a currency or cucgen
unit (the “Noteholder’s Currency”) other than theeSified Currency in which the related Notes are
denominated, or where principal or interest in eespf Notes is payable by reference to the vafume

or more Specified Currencies other than by referesntely to the Noteholder’s Currency, an investniren
such Notes entails significant risks that are sgbaiated with a similar investment in a Note deinated

and payable in such Noteholder’s Currency.

Such risks include, without limitation, the posBtiiof significant changes in the rate of exchaibgéveen

the applicable Specified Currency and the Noteh@deurrency and the possibility of the imposition
modification of exchange controls by authoritieshwjurisdiction over such Specified Currency or the
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Noteholder’s Currency. Such risks generally depemé number of factors, including financial, ecomom
and political events over which each of the Issdsrs no control. In addition, if the formula used t
determine the amount of principal or interest péyabith respect to a Note contains a multiple eetage
factor, the effect of any change in the applic&pecified Currency, index or formula will be maggi

Government or monetary authorities have imposeth ftime to time, and may in the future impose,
exchange controls that could affect exchange desell as the availability of the Specified Cuggin
which a Note is payable at the time of paymenhefgrincipal or interest in respect of such Note.

Liquidity Risks

Notes may not have an established trading markehvidsued. There can be no assurance of a secondary
market for Notes or the continued liquidity of sunhrket if one develops. The secondary market fues

will be affected by a number of factors independsgthe creditworthiness of the relevant Issuer el
value of any applicable index or indices, which nregtude the complexity and volatility of such inder
indices, the method of calculating the principaboy interest to be paid in respect of such Ndtestime
remaining to the maturity of such Notes, the ouditrag amount of such Notes, any redemption featofes
such Notes, the amount of other securities linkeduch index or indices and the level, directiod an
volatility of market interest rates generally. Sdabtors also will affect the market value of Notes

In addition, certain Notes may be designed for ifgeavestment objectives or strategies and, tfoess
may have a more limited secondary market and expegi more price volatility than conventional debt
securities. Noteholders may not be able to seledloeadily or at prices that will enable Notehaobdier
realise their anticipated yield. No investor shopldchase Notes unless such investor understamdis an
able to bear the risk that certain Notes may natebelily saleable, that the value of Notes wilcflate
over time and that such fluctuations may be sigaift.

The prices at which Zero Coupon Notes, as wellthsranstruments issued at a substantial discoom f
their principal amount payable at maturity, tradéhie secondary market tend to fluctuate morelatiom
to general changes in interest rates than do stickspfor conventional interest-bearing securités
comparable maturities.

Investors whose investment activities are subjedegal investment laws and regulations or to newe
regulation by certain authorities may be subjectdstrictions on investments in certain types dftde
securities. Investors should review and consideh sestrictions prior to investing in Notes.

Withholding Tax under the Notes

In the event that withholding taxes are imposedébyauthorities in the United Kingdom in respect of
payments due under the Notes, the relevant Issilldisubject to certain exceptions described in ditan

9 (Taxation) pay such additional amounts as will result (aftech deduction or withholding) in receipt by
the holders of Notes or Coupons of the amounts lwhiould otherwise have been receivable (in the
absence of such deduction or withholding). In addjtin certain circumstances, as described in Gond
7(c) (Redemption for Tax Reasonsich Issuer will have the option (but not thegattion):

0] to arrange for the substitution of a compangoiporated in an alternative jurisdiction as piiati
debtor under the Notes (subject to certain conaidioand, failing this,

(i)  to redeem all outstanding notes of the relévsaries in full at par (as adjusted for indexation
accordance with Condition &RPI Linked Notés(if applicable)) plus, unless otherwise specified
accrued interest.

Change of Law

The structure of the Programme aimder alios the issue of Notes and ratings assigned to Notbased
on law (including tax law) and administrative pieetin effect at the date of this Prospectus, aadnly
due regard to the expected tax treatment of adlveglt entities under such law and administratieetire.
No assurance can be given that there will not lyechange to such law, tax or administrative pracéftter
the date of this Prospectus which change might @inpa Notes and the expected payments of intenekt a
repayment of principal.
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Ratings of the Notes

The ratings anticipated to be assigned by the tratiing agencies to the Notes reflect only thevsief the
credit rating agencies and in assigning the ratthgscredit rating agencies take into consideration
credit quality of the relevant Issuer and strudtfgatures and other aspects of the transaction.

A rating is not a recommendation to buy, sell oldhsecurities and will depend, among other thirgys,
certain underlying characteristics of the businasd financial condition of each Issuer. In general
European regulated investors are restricted unigerGRA Regulation from using credit ratings for
regulatory purposes, unless such ratings are istyes credit rating agency established in the EW an
registered under the CRA Regulation (and such ragjisn has not been withdrawn or suspended), subje
to transitional provisions that apply in certaincamstances whilst the registration applicatiopeading.
Such general restriction will also apply in theeca§credit ratings issued by non-EU credit ratiggncies,
unless the relevant credit ratings are endorsezhliU-registered credit rating agency or the relenan-
EU rating agency is certified in accordance with tbRA Regulation (and such endorsement action or
certification, as the case may be, has not bedmdveitvn or suspended). Certain information with eesp
to the credit rating agencies and ratings will kgcldsed in the Final Terms (or, in the case ofripxe
Notes, the Pricing Supplement).

There can be no assurance that any such ratingsontinue for any period of time or that they wilht be

reviewed, revised, suspended or withdrawn entlglthe credit rating agencies (or any of them) eesalt

of changes in, or unavailability of, informationifrin the credit rating agencies’ judgment, cirtgtances
so warrant. If any rating assigned to the Notdevigred or withdrawn, the market value of the Notesy

be reduced. Future events, including events affgdfie Issuers and/or circumstances relating tagyése
industry generally, could have an adverse impacthemnatings of the Notes.

Risks Related to the Structure of a Particular Issof Notes
Notes Subject to Optional Redemption by the Issuers

An optional redemption feature of Notes is liketylimit their market value. During any period whitre
relevant Issuer may elect to redeem Notes, the eharklue of those Notes generally will not rise
substantially above the price at which they cangoeemed. This also may be true prior to any retiemp
period.

The relevant Issuer may be expected to redeem Ndtes their cost of borrowing is lower than the
interest rate on Notes. At those times, an invegéorerally would not be able to reinvest the red@np
proceeds at an effective interest rate as highemterest range on Notes being redeemed and nhape
able to do so at a significantly lower rate. Patrihvestors should consider reinvestment riskght of
other investments available at that time.

RPI Linked Notes

The Issuers may issue Notes with principal or ggeidetermined by reference to the United Kingdom
General Index of Retail Prices (for all items) ablshed by the Office for National Statistics (tfRPI”).

RPI may go down as well as up. Fluctuations in RRly not correlate to changes in interest rates,
currencies or other indices. Where Notes in respeethich the amount of interest payable is subject
adjustment by reference to movements in RPI atedssa decrease in RPI over the reference peribd wi
reduce the amount of interest payable in respesticti Notes. The timing of changes in the RPI nifega
the actual yield to investors, even if the averkegel is consistent with their expectations. In grah the
earlier the change in the RPI, the greater theceffa yield. In a deflationary environment, the aain
interest received may be lower than the amountifspeéén the applicable Final Terms (or, in the ead
Exempt Notes, the applicable Pricing Supplement).

Where the amount payable upon redemption of theedNad subject to adjustment by reference to
movements in RPI, a decrease in RPI over the mederperiod may reduce the amount to be repaid upon
redemption of the Notes to less than the nominaduarnof the Notes, unless the applicable Final Berm
(or, in the case of Exempt Notes, the applicabieirRy Supplement) specifies a minimum redemption
amount which is equal to or higher than the nomarabunt of the Notes. Investors may lose up to the
entire value of their investment and the redempéiorount payable may be less than the initial pseha
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price or could be as low as zero.

The historical experience of an index should noviegved as an indication of the future performaate
such index during the term of any RPI Linked Notéscordingly, prospective investors should consult
their own financial and legal advisers about tis&gientailed by an investment in any RPI LinkedeNot
and the suitability of such Notes in light of thparticular circumstances.

Fixed/Floating Rate Notes

Fixed/Floating Rate Notes may bear interest ate treat the relevant Issuer may elect to converhfa
fixed rate to a floating rate, or from a floatirefe to a fixed rate. Where the Issuer has the tagkffect
such a conversion, this will affect the secondaaykat and the market value of Notes since the tavag
be expected to convert the rate when it is likelpitoduce a lower overall cost of borrowing. If tieéevant
Issuer converts from a fixed rate to a floating riat such circumstances, the spread on the FixeatiRg
Rate Notes may be less favourable than then pireyaipreads on comparable Floating Rate Notestdied
the same reference rate. In addition, the newifigatate at any time may be lower than the ratestber
Notes. If the relevant Issuer converts from a fiaarate to a fixed rate in such circumstances fittezl
rate may be lower than then prevailing rates oNdtes.

Notes Issued at a Substantial Discount or Premium

The market values of Notes issued at a substatii@unt or premium from their principal amountden
fluctuate more in relation to general changes iergst rates than do prices for conventional istere
bearing Notes. Generally, the longer the remairtergn of Notes, the greater the price volatility as
compared to conventional interest-bearing Notek waimparable maturities.

Bearer Notes in NGN form and global registered Ndteld under the NSS may not satisfy Eurosystem
eligibility criteria

Bearer Notes in new global note (NGN) form and glalegistered Notes held under the new safekeeping
structure (NSS) allow for the possibility of Notesing issued and held in a manner which will peth@tn

to be recognised as eligible collateral for monetalicy of the central banking system for the e(the
“Eurosystem”) and intra-day credit operations by Eurosystem either upon issue or at any or akgim
during their life. However, in any particular casech recognition will depend upon satisfactiorthof
Eurosystem eligibility criteria at the relevant &ém Investors should make their own assessment as t
whether the Notes meet such Eurosystem eligilafityeria.

Denominations

In relation to any issue of Notes which have demadidns consisting of a minimum Specified
Denomination plus one or more higher integral rplés of another smaller amount, it is possible tugh
Notes may be traded in amounts that are not integudtiples of such minimum Specified Denomination.
In such a case a holder who, as a result of traslimtp amounts, holds an amount which is less than t
minimum Specified Denomination in his account wiitk relevant clearing system at the relevant tirag m
not receive a definitive Note in respect of suchdimg (should definitive Notes be printed) and wboked
to purchase a principal amount of Notes such thdtdlding amounts to a Specified Denomination.

If definitive Notes are issued, holders should b&ar@ that definitive Notes which have a denomimatio
that is not an integral multiple of the minimum Sfied Denomination may be illiquid and difficulo t
trade.

European Union Savings Tax Directive

Under Council Directive 2003/48/EC on the taxatainsavings income, Member States are required to
provide to the tax authorities of other Member &adletails of certain payments of interest or simil
income paid or secured by a person establishedMieraber State to or for the benefit of an individua
resident in another Member State or certain limitges of entities established in another MembateSt

On 24 March 2014, the Council of the European Urdolopted a Council Directive amending and
broadening the scope of the requirements descabede. Member States are required to apply these n
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requirements from 1 January 2017. The changesexjiland the range of payments covered by the
Directive, in particular to include additional tgpef income payable on securities. The Directiiltalso
apply a “look through approach” to payments made aértain persons, entities or legal arrangements
(including trusts and partnerships), where certainditions are satisfied, where an individual restdn a
Member State is regarded as the beneficial ownéneopayment for the purposes of the DirectiveisTh
approach may in some cases apply where the peestity or arrangement is established or effectively
managed outside of the European Union.

For a transitional period, Austria and Luxembourg @stead required (unless during such period they
elect otherwise) to operate a withholding tax itatien to such payments. Luxembourg has announced
that it will no longer apply the withholding taxstgm as from 1 January 2015 and will then commence
automatic information exchange under the DirectiMee transitional period will end after agreement o
exchange of information is reached between theiUcartain non-EU states.

A number of non-EU countries and territories, inlihg Switzerland, have adopted equivalent meagares
withholding system in the case of Switzerland).

If a payment were to be made or collected throudflember State which has opted for a withholding
system and an amount of, or in respect of, tax wete withheld from that payment, neither thevaia
Issuer nor any Paying Agent (as defined in the rfileand Conditions of the Notes”) nor any other grers
would be obliged to pay additional amounts withpees to any Note as a result of the impositionuzhs
withholding tax. For so long as any Note issuedainthe Programme is outstanding, the Issuers are
required to maintain a Paying Agent in a MemberteSthat is not obliged to withhold or deduct tax
pursuant to the Directive (see Condition 8@g)gointment of Agens

FATCA

Sections 1471 through 1474 (including any agreesnamtler section 1471(b)) of the U.S. Internal Reeen
Code of 1986, certain intergovernmental agreemezigging thereto, or laws implementing any of the
foregoing (collectively “FATCA”) may impose withhdihg tax on payments made to (x) custodians or
intermediaries in the payment chain leading toutienate investor that are not entitled (or failegtablish
eligibility) to receive payments free of withholdiunder FATCA and (y) an ultimate investor thaheit
fails to provide any information, forms, other downtation or consents that may be necessary for the
payments to be made free of FATCA withholding aattts a “foreign financial institution” that is not
entitled to receive payments free of withholdinglenFATCA, if, for purposes of FATCA, (i) the rebaut
Issuer is considered a “foreign financial instibati, (ii) the relevant Notes are treated, for Uegleral tax
purposes, either as equity instruments or as issuechaterially modified (which may result from a
substitution) after the date that is six montherathe publication of final regulations definingetterm
“foreign passthru payments” and (iii) paymentstom lotes are considered “foreign passthru payments”

Each of the Issuers does not believe payments@idtes will be subject to FATCA because (i) it sloe
not believe it is a foreign financial institutioorfthe purposes of FATCA and (ii) it is unlikelyathany
payments on the Notes will be considered foreigssibeiu payments under current business plans.
However, FATCA is subject to further developmend a0 assurance can be made that FATCA will not
apply to the Notes. If FATCA were applicable to tlietes, no withholding would be due until 1 January
2017, at the earliest. If any tax were withheldaspect of FATCA, no additional amounts will begai
respect of such withholding.
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TERMS AND CONDITIONS OF THE NOTES

Any reference in this section to “applicable Findérms” shall be deemed to include a reference to
“applicable Pricing Supplement” where relevant.

The following is the text of the Terms and Condgiof the Notes that, subject to completion in edzace
with the provisions of Part A of the relevant Fifa@rms or relevant Pricing Supplement in the case o
Exempt Notes, shall be incorporated by referenteéach Global Note representing Notes in bearenfo
Notes in definitive form (if any) issued in excharigr the Global Note(s) representing Notes in bear
form, each Global Certificate representing Notesrayistered form and each Individual Certificate
representing Notes in registered form (as longwhsncorporation by reference is permitted by tthies

of the relevant stock exchange and is agreed bystheer). If such incorporation by reference is sot
permitted and agreed, the full text of these Teams Conditions together with the relevant provisiarf
Part A of the relevant Final Terms or Pricing Sugzplent shall be endorsed on such Bearer Notes ¢r suc
Registered Notes. All capitalised terms that are defined in these Terms and Conditions will hawe t
meanings given to them in Part A of the relevanaFTerms or Pricing Supplement.

Southern Gas Networks plc and Scotland Gas Netwadkgeach, an “Issuer” and together, the “Issuers”
have established a euro medium term note prograftinee “Programme”) for the issuance of up to
£5,000,000,000 (or its equivalent in other currescinotes (the “Notes”). Notes issued under the
Programme on a particular date (each such datésane’Date”) comprise a series (a “Series”), arath ea
Series comprises one or more tranches of Notek @dEtranche”).

Notes are constituted by a trust deed dated 17b8ct2014 (the “Trust Deed”) betwedamter alios the
Issuers and Citicorp Trustee Company Limited (theustee”, which expression shall include all pesson
for the time being the trustee or trustees underTitust Deed) as trustee for the Noteholders (fsedk
below). These Terms and Conditions include summadgand are subject to, the detailed provisidns o
the Trust Deed. Notes have the benefit (to thengxpplicable) of an agency agreement dated 17b@cto
2014 (the “Agency Agreement”) entered into betwtenIssuers, the Trustee and Citibank, N.A., London
Branch as principal paying agent and the other tagemmed in it. The persons specified in the Agency
Agreement as the principal paying agent, the payggnts, the registrar and the transfer agents or
appointed, unless specified otherwise in the apble Final Terms, as calculation agent in the Agenc
Agreement and, in each case, any successor to gerson in such capacity are referred to below
respectively as the “Principal Paying Agent”, thRaying Agents” (which expression shall, where
applicable, include the Principal Paying Agentg tRegistrar”, the “Transfer Agent” and the “Calatibn
Agent” respectively. Notes may also have the béméfa calculation agency agreement (substantially
the form of Schedule 1 to the Agency Agreement,“@edculation Agency Agreement”) where an Issuer
appoints a person (other than the Principal Pagiggnt) as calculation agent and such calculatientg
shall be specified in the applicable Final Terntheowise the calculation agent shall be the Pralcip
Paying Agent (and in either such case, the “Caficuiadgent”).

On 17 October 2014 the Issuers entered into a pnoge agreement (the “Programme Agreement”) with
the dealers named therein (the “Dealers”) in raspédhe Programme, pursuant to which any of the
Dealers may enter into a subscription agreemenglation to each Tranche of Notes to be issuedrby a
Issuer, and pursuant to which the Dealers haveeddresubscribe the relevant Tranche of Notes.

The Noteholders, the holders of the interest coaftime “Coupons”) relating to interest bearing Nate
bearer form and, where applicable in the case df dlotes, talons for further Coupons (the “Talor(#ie
“Couponholders”) are entitled to the benefit ofdare deemed to have notice of, all of the promsiof

the Trust Deed and are deemed to have notice sétpovisions of the Agency Agreement applicable to
them.

Copies of the Trust Deed, the Agency AgreementPtiogramme Agreement and any Calculation Agency
Agreement (together the “Transaction Documents® available for inspection during usual business
hours at the specified offices of the Trustee axhef the Paying Agents, the Registrar and thasfea
Agents.

The final terms for this Note (or the relevant psmns thereof) are set out in Part A of the Fihaims

attached to or endorsed on this Note which suppiériese Terms and Conditions or, if this Note is a
Note which is neither admitted to trading on a tatpd market in the European Economic Area norredfe
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in the European Economic Area in circumstances &hgurospectus is required to be published unaer th
Prospectus Directive (an “Exempt Note”), the fitexins (or the relevant provisions thereof) areosétn
Part A of the Pricing Supplement and may specifieoterms and conditions which shall, to the exsent
specified or to the extent inconsistent with thEeems and Conditions, replace or modify these Teants
Conditions for the purposes of this Note. Refersrtcethe applicable Final Terms are, unless ottserwi
stated, to Part A of the Final Terms (or the radvarovisions thereof) attached to or endorsedhis t
Note. Any reference in these Terms and Conditiorapplicable Final Terms shall be deemed to inchude
reference to applicable Pricing Supplement whelevamt. The expression “Prospectus Directive” nsean
Directive 2003/71/EC (and amendments thereto, @ialyithe 2010 PD Amending Directive) to the extent
implemented in the relevant Member State of theogesin Economic Area and includes any relevant
implementing measure in the relevant Member Statkthe expression “2010 PD Amending Directive”
means Directive 2010/73/EU.

1. Form, Denomination and Title

Notes are issued in bearer form (“Bearer Notes™egistered form (“Registered Notes”) in each dase
the denomination(s) set out in the applicable Firems (“Specified Denomination”).

Notes will be issued in a minimum denomination of kess than €100,000 or the equivalent in anyrothe
currency on the relevant Issue Date as agreed épttee Issuer and the relevant Dealer(s) (provided
always that Notes issued in pounds sterling willdseed in a minimum denomination of £100,000) iand
such amounts that are equivalent to at least €000a0 the date of issue. Subject thereto, Notesbheil
issued in such denominations as may be specififtteiapplicable Final Terms, subject to complianith

all applicable legal and/or regulatory and/or calntank requirements.

Notes of any Tranche may be zero coupon notes ¢“Bmupon Notes”), fixed rate notes (“Fixed Rate
Notes”), floating rate notes (“Floating Rate Nodesir RPI linked notes (“RPI Linked Notes”), depergl
on the method of calculating interest payable speet of such Notes and may be denominated iringer|
euro, U.S. dollars or in other currencies subjeatampliance with applicable law.

Bearer Notes are serially numbered and are issithddeupons (and, where appropriate, a Talon) lagtdc
thereto save in the case of Zero Coupon Notes lfichwcase references to interest (other than atioel to
interest due after the specified Maturity Date)u@ans and Talons in these Terms and Conditionaatre
applicable).

Registered Notes are represented by registerediczges (“Certificates”) and, save as provided in
Condition 2(c) (Delivery of New Certificates)each Certificate shall represent the entire hgldof
Registered Notes by the same holder.

Title to the Bearer Notes and the Coupons and Fadball pass by delivery. Title to the Registerexde
shall pass by registration in the register that imier shall procure to be kept by the Registnar i
accordance with the provisions of the Agency Agreenithe “Register”). Except as ordered by a cofirt
competent jurisdiction or as required by law, tiodder (as defined below) of any Note, Coupon omfial
shall be deemed to be and may be treated as @bigdswner for all purposes, whether or not iverdue
and regardless of any notice of ownership, trustnyrinterest in it, any writing on it (or on ther@ficate
representing it) or its theft or loss (or that loé trelated Certificate) and no person shall bddifdr so
treating the holder.

In these Terms and Conditions, “Noteholder” medwshearer of any Bearer Note or the person in whose
name a Registered Note is registered (as the cagéa) and “holder” (in relation to a Note, Coupam
Talon) means the bearer of any Bearer Note, Cowpdralon or the person in whose name a Registered
Note is registered (as the case may be) saveithetspect of Notes of any Series, for as longuah s
Bearer Notes or any part thereof are representedgbybal Note (“Global Note”) or such Registereot@$

are represented by a global certificate (“Globattiieate”), held on behalf of Euroclear Bank SA/NV
(“Euroclear”) and/or of Clearstream Bankirgpciété anonymgClearstream Luxembourg”), each person
(other than Euroclear or Clearstream, Luxembourlgd v for the time being shown in the records of
Euroclear or of Clearstream, Luxembourg as thedrabdl a particular principal amount of Notes offlsuc
Series (in which regard any certificate or othetutnent issued by Euroclear or Clearstream, Luxengbou
as to the principal amount of such Notes standinthé account of any person shall be conclusive and
binding for all purposes save in the case of manh#eror) shall be treated by the Issuer as theenadf
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such principal amount of such Notes for all purgasiner than with respect to the payment of prialogp
interest on such Notes, for which purpose the beafréne relevant Global Note shall be treated oy t
Issuer as the holder of such principal amount ohddotes in accordance with and subject to thedern
the relevant Global Note.

Any reference herein to Euroclear and/or Clearstréaixembourg shall, whenever the context so pastmit
except in relation to Bearer Notes in new globalenONGN”) form or Registered Notes intended to be
held in a manner which would allow Eurosystem bligy (being the new safekeeping structure (“NSS”)
and hereinafter referred to as “held under the NI®' deemed to include a reference to any addition
alternative clearing system specified in Part Bhefapplicable Final Terms.

Unless otherwise specified in these Terms and Giondior the applicable Final Terms, capitalisathte
have the meanings given to them in these TermsGuordlitions, the absence of any such meaning
indicating that such term is not applicable toutes.

2. Transfers of Registered Notes

(a) Transfer of Registered Note®©ne or more Registered Notes may be transfeped the surrender (at
the specified office of the Registrar or any Tran#igent) of the Certificate representing such Reged
Notes to be transferred, together with the forntrafisfer endorsed on such Certificate duly comgleted
executed and any other evidence as the Registiiaaosfer Agent may reasonably require. In the ohse
transfer of part only of a holding of Registeredé¢orepresented by one Certificate, a new Cettifishall

be issued to the transferee in respect of thetprsferred and a further new Certificate in respéthe
balance of the holding not transferred shall beddgo the transferor. All transfers of Notes antlies on
the Register will be made subject to the detaitgglilations concerning transfers of Notes scheciol¢de
Agency Agreement. The regulations may be changethéyssuer, with the prior written approval of the
Registrar and the Noteholders. A copy of the curregulations will be made available by the Registo
any Noteholder upon request. Registered Notes roapa exchanged for Bearer Notes. Bearer Notes of
one Specified Denomination may not be exchanged®éarer Notes of another Specified Denomination.
Bearer Notes may not be exchanged for RegisteréesNo

(b) Exercise of Options or Partial Redemption in RespédRegistered Notestn the case of an exercise
of the Issuer's Call Option in respect of, or atiarredemption of, a holding of Registered Notes
represented by a single Certificate, a new Ceatiéicshall be issued to the holder to reflect therasge of
such option or in respect of the balance of thelihglnot redeemed. In the case of a partial exeign
option resulting in Registered Notes of the sanldihg having different terms, separate Certificathall

be issued in respect of those Notes of that holttiaghave the same terms. New Certificates sind}l lme
issued against surrender of the existing Certdicad the Registrar or any Transfer Agent. In #gemf a
transfer of Registered Notes to a person who madl a holder of Registered Notes, a new Certéficat
representing the enlarged holding shall only beddsagainst surrender of the Certificate represgritie
existing holding.

(c) Delivery of New CertificatesEach new Certificate to be issued pursuant tadifion 2(a)(Transfer of
Registered Noteg)r Condition 2(b)Exercise of Options or Partial Redemption in Resueé Registered
Notes)shall be available for delivery within three buess days of receipt of the request for exchange fo
of transfer and surrender of the Certificate farhange. Delivery of the new Certificate(s) shalhiede at
the specified office of the Transfer Agent or oé tRegistrar (as the case may be) to whom delivery o
surrender of such request for exchange, form ofsfest and Certificate shall have been made ohat t
option of the holder making such delivery or sudanas aforesaid and as specified in the releeast

for exchange, form of transfer or otherwise in ingt be mailed by uninsured post at the risk oftibkeler
entitled to the new Certificate to such addressiag be so specified, unless such holder requdstsvase
and pays in advance to the Transfer Agent or trgisRer (as the case may be) the costs of suclr othe
method of delivery and/or such insurance as it smecify. In this Condition 2(c), “business day” mea
day, other than a Saturday or Sunday, on which $an& open for business in the place of the specifi
office of the relevant Transfer Agent or the Regis(as the case may be).

(d) Exchange at the Expense of Transferor Notehold®zgistration of Notes on exchange or transfer wil
be effected at the expense of the transferor Nitehdy or on behalf of the Issuer, the Transfeertgor
the Registrar, and upon payment by the relevangiiNdtier of any tax or other governmental chargas th
may be imposed in relation to it (or the givingsoth indemnity as the Registrar or the relevanh3iex
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Agent may require).

(e) Closed Periods: No Noteholder may require the transfer of a Regisl Note to be registered (i)
during the period of 15 days ending on the due fitmteedemption of that Note, (ii) during the petiof 15
days before any date on which Notes may be catledetlemption by the Issuer at its option pursdant
Condition 7(d) (Redemption at the Option of the Issuer (Issuer udigt Call)) or Condition 7(e)
Redemption at the Option of the Issuer (Issuer)@altl Partial Redemptionjiii) after any such Note has
been called for redemption or (iv) during the pera seven days ending on (and including) any Recor
Date.

3. Status of Notes, Talons and Coupons

Notes and Talons and Coupons constitute directergénunconditional and unsecured obligations ef th
Issuer and shall at all times raplri passuand without any preference among themselves. Thiegat
obligations of the Issuer under Notes which it éssand the related Talons and Coupons shall, save f
such exceptions as may be provided by applicalgislégion, at all times rank at least equally wéth
other unsecured and unsubordinated indebtednessnandtary obligations of the Issuer, present and
future. Save as contemplated by ConditigiNégative PledgeNotes and the related Talons and Coupons
will not be secured by any of the property or asséthe Issuer or any of its subsidiaries. Thyspwning

a Note, Noteholders are one of the Issuer’s unsdatneditors.

4. Negative Pledge

So long as any Notes remain Outstanding (as defimelde Trust Deed), the Issuer will ensure that no
Negative Pledge Indebtedness (as defined below)eofssuer (or any subsidiary of such Issuer), ramd
guarantee by the Issuer (or any subsidiary of #seidr) of any Negative Pledge Indebtedness of any
person, will be secured by a Security Interest upomvith respect to, any of the present or futusiness
undertakings, assets or revenues of the Issuanyrsubsidiary of such Issuer, save for any Pegohitt
Security Interest, unless:

(@) all amounts payable by the Issuer under Natestlae related Talons and Coupons and the Trust
Deed are secured equally and rateably with suchatNeg Pledge Indebtedness by the same
Security Interest; or

(b) another Security Interest or other arrangenier@ntered into which is either (i) deemed by the
Trustee in its absolute discretion not to be mallgriess beneficial to Noteholders or (i) hashe
approved by an Extraordinary Resolution of the bddbf each Tranche of Notes,

provided that the provisions of paragraphs (a) @dbove will not apply and the Issuer shall htwe
right to grant Security Interests in respect of &lag@ Pledge Indebtedness without the obligation to
provide equivalent Security Interests to the Treisthere such Negative Pledge Indebtedness doemsnot,
aggregate, exceed 5 per cent. of the Adjusted RegliAsset Value.

For the purposes of this Condition 4:

“Adjusted Regulated Asset Valukas the meaning given in Condition (Cbvenants)

“Negative Pledge Indebtednesshall mean any present or future indebtedness (@hdteing principal,
premium, interest or other amounts) for or in respé

€)) moneys borrowed; or

(b) any notes, bonds, debentures, debenture stoak, stock or other debt securities (evidencing
moneys borrowed or raised) offered, issued oridigied whether by way of public offer, private
placing, acquisition consideration or otherwise amether issued for cash or in whole or in part or
for a consideration other than cash; or

(c) the amount of any liability in respect of amase or hire purchase contract which would beddeat
in accordance with accounting standards applidalllee Issuer as a finance lease; or
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(d) any amount raised by the issue of redeemableeshor

(e) the amount of any liability in respect of anyagantee or indemnity given in respect of any ef th
items referred to in paragraphs (a) to (d) above,

but excluding, for the avoidance of doubt, any enéor future, actual or contingent liabilitiessamg in
connection with any derivative or hedging trangaddi (including any termination payment due in respe
of such transactions).

“Permitted Security Interestineans:
€)) any lien or right of set-off arising in the n@l course of trading or by operation of law;

(b) any Security Interest arising by operation aivl(including but not limited to, mechanics’ or
repairmen’s liens, rights of way, easements or laimights in land) or which the Issuer is
required to give under any applicable law or thimeof any governmental consent;

(c) any conditional sale or title retention arisimyder or pursuant to any contract for the purclofse
goods in the normal course of trading;

(d) any right of set-off, netting or combination afcount agreed by Scotia Gas Networks Limited
(“SGN”") and/or the Issuer with its bankers in thelioary course of the cash management
arrangements of SGN and its subsidiaries (the “Ghou

(e) any Security Interest given in the ordinary reeuof business to any bank or lender to secure
indebtedness under any loan facility falling witttie definition of Working Capital Facility;

® any Security Interest given to any bank or kentb secure indebtedness under any loan facility
provided that the aggregate principal amount ofsaith loan facilities does not exceed the
aggregate of all additions to the Adjusted Regdlaisset Value made during the period of the
last two completed audited annual financial periodwmediately preceding the date on which such
Security Interest is to be granted;

(9) any Limited Recourse Security Interest givearay in respect of a Non-Regulated Asset;

(h) any Security Interest securing indebtednessgfsubsidiary of the Issuer existing at the tihad t
such subsidiary is acquired by the Issuer; or

0] any Security Interest securing indebtednegb@fissuer existing at the Initial Issue Date (pedd
October 2005).

“GT Licence” means the gas transporter’s licence granted b#seand Electricity Markets Authority to
the Issuer under the Gas Act 1986 (as amendedeb@dls Act 1995, the Utilities Act 2000 and the gyer
Act 2004).

“Licensed Businessmeans the business and other activities requirds tundertaken by the holder of a
GT Licence.

“Limited Recourse Security Interestheans a Security Interest where the party withbibreefit of the

Security Interest over such asset only has recaarsech asset and does not have any recourseoshiats
to any other assets, property or revenues of gueisor any recourse to the Issuer generally (venethon

a contingency or otherwise).

“Non-Regulated Assetfneans an asset which satisfies the following rizite

(@) the asset is not a “transportation asset” eflsuer (as such term is defined in the Issuel's G
Licence);

(b) the value of such asset is not included inctideulation of Adjusted Regulated Asset Value; and
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(©) such asset does not form part of the propeegeivables, revenues (for the avoidance of doubt
including revenues from insurance claims and tloegeds of litigation), rights or claims relating to
or arising from the business and other activittest tfare material to the exploitation of an asset
which is (i) a “transportation asset” (as refertedabove) or (ii) an asset which is included in the
calculation of the Adjusted Regulated Asset Value.

“Security Interest” means any lien, mortgage, pledge, charge, hypativecor other encumbrance or
arrangement having the effect of giving security.

5. Interest and other Calculations

(@) Interest on Fixed Rate Note€£ach Fixed Rate Note bears interest from thedésteCommencement
Date (as defined in Condition 5(Ip¢€finitiong) at the rate per annum (expressed as a percgrgqgal to
the Rate of Interest (as defined in Condition §jgfinitiong), such interest being payable in arrear on
each Interest Payment Date specified.

Except in the case of Notes in definitive form wher Fixed Coupon Amount or Broken Amount is
specified in the applicable Final Terms, interéstlisbe calculated in respect of any period by gipglthe
Rate of Interest to:

(A) in the case of Fixed Rate Notes which are regmeed by a Global Note or Global Certificate, the
aggregate outstanding nominal amount of the Fixate Rlotes represented by such Global Note or
Global Certificate; or

(B) inthe case of Fixed Rate Notes in definitigen, the Calculation Amount;

and, in each case, multiplying such sum by theiegiple Day Count Fraction, and rounding the reatilta
figure to the nearest sub-unit of the relevant SjgelcCurrency, half of any such sub-unit beingnmded
upwards or otherwise in accordance with applicaideket convention. Where the Specified Denomination
of a Fixed Rate Note in definitive form comprisesrenthan one Calculation Amount, the amount of
interest payable in respect of such Fixed Rate klutdl be the aggregate of the amounts (deterniimtbed
manner provided above) for each Calculation Amaamprising the Specified Denomination without any
further rounding.

(b) Interest on Floating Rate Notes:

0] Interest Payment DatesEach Floating Rate Note bears interest from iterést Commencement
Date at the rate per annum (expressed as a pegegraqual to the Rate of Interest, such interest
being payable in arrear on each Interest Paymetd. Baich Interest Payment Date(s) is/are either
shown in the applicable Final Terms as Specifigdrést Payment Dates or, if no Specified Interest
Payment Date(s) is/are shown, Interest Payment &tk mean each date which falls the number
of months or other period shown in the applicabileaFTerms as the Interest Period after the
preceding Interest Payment Date or, in the casbeofirst Interest Payment Date, after the Interest
Commencement Date.

(i)  Business Day Conventiorlf any date referred to in these Terms and Carditthat is specified to
be subject to adjustment in accordance with a Bssibay Convention would otherwise fall on a
day that is not a Business Day, then, if the Bussirigay Convention specified is:

(A) the Floating Rate Business Day Convention, siatie shall be postponed to the next day that
is a Business Day unless it would thereby fall itte next calendar month, in which event
(X) such date shall be brought forward to the imiaiedly preceding Business Day and (Y)
each subsequent such date shall be the last Bedresof the month in which such date
would have fallen had it not been subject to adjesit;

(B) the Following Business Day Convention, suchedsdtall be postponed to the next day that is
a Business Day;

(C) the Modified Following Business Day Conventisach date shall be postponed to the next
day that is a Business Day unless it would thefalbynto the next calendar month, in which
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(i)

(A)

(B)

event such date shall be brought forward to theenhiately preceding Business Day; or

(D) the Preceding Business Day Convention, sucte ddiall be brought forward to the
immediately preceding Business Day.

Rate of Interest for Floating Rate Note$he Rate of Interest in respect of Floating Rétées for
each Interest Period shall be determined in theneraspecified in the applicable Final Terms and
the provisions below relating to either ISDA Deteration or Screen Rate Determination shall
apply, depending upon which is specified.

ISDA Determination for Floating Rate Notes

Where ISDA Determination is specified as the mannewhich the Rate of Interest is to be

determined, the Rate of Interest for each InteResiod shall be determined by the Calculation
Agent as a rate equal to the relevant ISDA Rate piuminus (as indicated) the Margin specified (if
any). For the purposes of this sub-paragraph (DA Rate” for an Interest Period means a rate
equal to the Floating Rate that would be determibgdthe Calculation Agent under a Swap

Transaction under the terms of an agreement incatipg the ISDA Definitions and under which:

(x)  the Floating Rate Option is as specified;
(y) the Designated Maturity is a period specifiadd
(z) therelevant Reset Date is the first day of thierest Period unless otherwise specified.

For the purposes of this sub-paragraph (A), “FlaptRate”, “Calculation Agent”, “Floating Rate
Option”, “Designated Maturity”, “Reset Date” andw8p Transaction” have the meanings given to
those terms in the ISDA Definitions.

Screen Rate Determination for Floating Rateeldot

Where Screen Rate Determination is specified asndmmer in which the Rate of Interest is to be
determined, the Rate of Interest for each IntdPesitod shall be determined at or about the Relevant
Time on the Interest Determination Date (as defime@ondition 5(j) (Definitions)in respect of
such Interest Period in accordance with the foltauyi

0] if the Page (as defined below) displays a weltéch is a composite quotation or customarily
supplied by one entity, the Calculation Agent wigtermine the Relevant Rate (as defined in
Condition 5(j)(Definitions);

(i) in any other case, the Calculation Agent widitermine the arithmetic mean of the Relevant
Rates (as defined below) which appear on the Page the Relevant Time (as defined in
Condition 5(j)(Definitions) on the relevant Interest Determination Date;

(iiiy  if, in the case of (i) above, such rate does appear on that Page or, in the case of (iiyabo
fewer than two such rates appear on that Pageiorefther case, the Page is unavailable, the
Calculation Agent will:

(x)  request the principal Relevant Financial Cemtffice (as defined in Condition 5(j)
(Definitions) of each of the Reference Banks (as defined in dion 5(j)
(Definitions) to provide a quotation of the Relevant Rate gbrapgmately the
Relevant Time on the relevant Interest Determimafate to prime banks in the
Relevant Financial Centre Interbank Market (oppropriate, money market) in an
amount that is representative for a single tramsaad that market at that time; and

(y) determine the arithmetic mean of such quotatiamd
(iv) if fewer than two such quotations are provigedrequested in sub-paragraph (iii) above, the

Calculation Agent will determine the arithmetic meaaf the rates (being the rates nearest to
the Relevant Rate as determined by the Calcul#gent quoted by the Reference Banks at
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approximately 11.00 a.m. (local time in the Relév@inancial Centre) on the first day of the
relevant Interest Period for loans in the Specifizdrency to leading European banks for a
period equal to the relevant Interest Period antthénRepresentative Amount (as defined in
Condition 5(j)(Definitions),

and the Interest Rate for such Interest Period beahe sum of the Margin specified and the rate o

(as the case may be) the arithmetic mean so detedmiowever, if the Calculation Agent is unable

to determine a rate or (as the case may be) ahnaiic mean in accordance with the above

provisions in relation to any Interest Period, thterest Rate applicable to Notes during such
Interest Period will be the sum of the Margin sfiedi and the rate or (as the case may be) the
arithmetic mean last determined in relation to Naterespect of a preceding Interest Period.

(c) Linear Interpolation Where Linear Interpolation is specified as aggidie in respect of an Interest
Period in the applicable Final Terms, the Ratentériest for such Interest Period shall be calcdlatethe
Calculation Agent by straight line linear interpata by reference to two rates based on the retevan
Reference Rate (where Screen Rate Determinatigpeisified as applicable in the applicable Finani®r

or the relevant Floating Rate Option (where ISDAtdDmination is specified as applicable in the
applicable Final Terms), one of which shall be dateed as if the Designated Maturity were the pkod
time for which rates are available next shortenttiee length of the relevant Interest Period ardatner

of which shall be determined as if the Designateatuvity were the period of time for which rates are
available next longer than the length of the rai¢vaterest Period provided however that if theraa rate
available for a period of time next shorter ortfees case may be, next longer, then the Calculagent
shall determine such rate at such time and byaweéer to such sources as it determines appropriate.

“Designated Maturitymeans, in relation to Screen Rate Determinatiba,period of time designated in
the Reference Rate.

(d) RPI Linked Notes:Payments of principal on, and the interest payablrespect of RPI Linked Notes
will be subject to adjustment for indexation andhe extent set out in Condition 6()pplication of the
Index Ratio) The Rate of Interest in respect of RPI Linked dsofor each Interest Period shall be
determined in the manner specified in ConditidiRBI Linked Notes)

(e) Zero Coupon Notes:Where a Note, the Interest Basis of which is éigelcto be Zero Coupon, is
repayable prior to the Maturity Date and is notdpahen due, the amount due and payable prior to the
Maturity Date shall be the Early Redemption Amoofsuch Note. As from the Maturity Date, the Rdte o
Interest for any overdue principal of such a Ndtellsbe a rate per annum (expressed as a percgntage
equal to the Amortisation Yield (as defined in Cidiod 7(b)(i)(B) (Early Redemptior— Zero Coupon
Notes).

(H Accrual of Interest: Interest shall cease to accrue on each Noteeduh date for redemption unless,
upon due presentation, payment is improperly withloe refused, in which event interest shall camdiio
accrue (as well after as before judgement) at #ite Bf Interest in the manner provided in this Giord 5

to the Relevant Date (as defined in ConditidiT &ation).

(g) Maximum/Minimum Rates of Interest, Maximum/MininRedemption Amounts and Rounding:

0] if any Maximum or Minimum Rate of Interest orihimum/Maximum Redemption Amount is
specified in the applicable Final Terms, then aayeRof Interest or Redemption Amount shall be
subject to such maximum or minimum, as the casebaagnd

(i)  for the purposes of any calculations requingarsuant to these Terms and Conditions (unless
otherwise specified), (A) all percentages resultfirgm such calculations shall be rounded, if
necessary, to the nearest one hundred-thousandtip@&fcentage point (with halves being rounded
up), (B) all figures shall be rounded to seven ifigemt figures (with halves being rounded up) and
(C) all currency amounts that fall due and payadlall be rounded to the nearest unit of such
currency (with halves being rounded up), save endase of yen, which shall be rounded down to
the nearest yen. For these purposes “unit” meaaslaivest amount of such currency that is
available as legal tender in the countries of suchency.

(h) Calculations: The Interest Amount (as defined in Condition fjgfinitiong) payable on the Floating
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Rate Notes or RPI Linked Interest Notes for thevaht Interest Period shall be calculated by applyine
Rate of Interest to:

(A) in the case of Floating Rate Notes or RPI Liuhketerest Notes which are represented by a Global
Note or Global Certificate, the aggregate outstagdiominal amount of the Notes represented by
such Global Note or Global Certificate; or

(B) in the case of Floating Rate Notes or RPI Lohketerest Notes in definitive form, the Calculatio
Amount;

and, in each case, multiplying such sum by theiegiple Day Count Fraction, and rounding the reatilta
figure to the nearest sub-unit of the relevant SjgelcCurrency, half of any such sub-unit beingnmded
upwards or otherwise in accordance with applicablarket convention. Where the Specified
Denomination of a Floating Rate Note or an RPI Ehknterest Note in definitive form comprises more
than one Calculation Amount, the Interest Amouryigée in respect of such Note shall be the aggesufat
the amounts (determined in the manner provided gbér each Calculation Amount comprising the
Specified Denomination without any further rounding

(i) Determination and Publication of Rates of Interdaterest Amounts, Final Redemption Amounts,
Early Redemption Amounts and Optional Redemptionufits: As soon as practicable after the Relevant
Time on such date as the Calculation Agent mayeheired to calculate any rate or amount, obtain any
guotation or make any determination or calculatibshall determine such rate and calculate therdst
Amounts in respect of each Specified DenominatioNaies for the relevant Interest Period, calcuthte
Final Redemption Amount, Early Redemption AmounOgtional Redemption Amount (each as defined
in Condition 5(j) (Definitions), obtain such quotation or make such determinadionalculation, as the
case may be, and cause the Rate of Interest ankhtétrest Amounts for each Interest Period and the
relevant Interest Payment Date and, if requiredbeocalculated, the Final Redemption Amount, Early
Redemption Amount or Optional Redemption Amounbeonotified to the Principal Paying Agent, the
Issuer, each of the Paying Agents, the Noteholderg,other Calculation Agent appointed in respéct o
Notes that is to make a further calculation upaeif of such information and, if Notes are lismda
stock exchange and the rules of such exchangeher otlevant authority so require, such exchange or
other relevant authority, as soon as possible dfteir determination but in no event later thantii¢
commencement of the relevant Interest Period,térd@ned prior to such time, in the case of naitfien

of a Rate of Interest and Interest Amount, or ifii)all other cases, the fourth Business Day aftehs
determination. Where any Interest Payment Date@rést Period Date is subject to adjustment potsua
to Condition 5(b)(ii)(Business Day Conventigrihe Interest Amounts and the Interest Paymené Bat
published may subsequently be amended (or apptepalernative arrangements made by way of
adjustment) without notice in the event of an esimm or shortening of the Interest Period. If Notes
become due and payable under Condition(Bxdents of Defaultthe accrued interest and the Rate of
Interest payable in respect of Notes shall nevisisecontinue to be calculated as previously immaamnce
with this Condition but no publication of the Ratflnterest or the Interest Amount so calculateedniee
made. The determination of any rate or amountotitaining of each quotation and the making of each
determination or calculation by the Calculation Atfg) shall (in the absence of manifest error)ibal f
and binding upon all parties.

() Definitions: In these Terms and Conditions, unless the cordthérwise requires, the following
defined terms shall have the meanings set out below

“Business Day”"means:
0] in the case of a currency other than euro, » @#her than a Saturday or Sunday) on which
commercial banks and foreign exchange marketegmiiments in the principal financial centre for

such currency; and/or

(i) inthe case of euro, a day on which the TARGE/Btem is operating (a “TARGET Business Day");
and/or
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(i)

in the case of a currency and/or one or mBusiness Centres, a day (other than a Saturday or a
Sunday) on which commercial banks and foreign exghamarkets settle payments in such
currency in the Business Centre(s) or, if no cwyes indicated, generally in each of the Business
Centres.

“Day Count Fraction” means, in respect of the calculation of an amofiimiterest on any Note for any
period of time (from and including the first day @xfch period to but excluding the last) (whethenatr
constituting an Interest Period, the “Calculati@mi&d”):

(i)

(ii)

(i)

(iv)
v)

(Vi)

if “Actual/Actual (ISDA)" or “Actual/Actual” is specified, the actual number of days in the
Calculation Period divided by 365 (or, if any portiof that Calculation Period falls in a leap year,
the sum of (A) the actual number of days in thatipo of the Calculation Period falling in a leap
year divided by 366 and (B) the actual number ofsda that portion of the Calculation Period
falling in a non-leap year divided by 365);

if “Actual/365 (Fixed)” is specified, the acilinumber of days in the Calculation Period dividgd
365;

if “Actual/365 (Sterling)” is specified, thactual number of days in the Calculation Perioddeie
by 365 or, in the case of an Interest Payment faditeg in a leap year, 366;

if “Actual/360” is specified, the actual numbef days in the Calculation Period divided by 360;

if “30/360”, “360/360" or “Note Basis” is spdakd, the number of days in the Calculation Period
divided 360, calculated on a formula basis as faito

[8360x (Y2- Y1)]+[30X (M2- M1)] + (D: -Dx)
Day Count Fraction = 360

where:
“Y " is the year, expressed as a number, in whicliitsteday of the Calculation Period falls:

“Y ;" is the year, expressed as a number, in whicld#yemmediately following the last day of the
Calculation Period falls;

“M " is the calendar month, expressed as a numbevhiich the first day of the Calculation Period
falls;

“M " is the calendar month, expressed as a numbarhiich the day immediately following the last
day of the Calculation Period falls;

“D." is the first calendar day, expressed as a nunubehe Calculation Period, unless such number
is 31, in which case Dwill be 30; and

“D," is the calendar day, expressed as a number, inatetdfollowing the last day included in the
Calculation Period, unless such number would barilD is greater than 29, in which casg Wl
be 30; and

“30E/360" or “Eurobond Basis” is specified,etmumber of days in the Calculation period divided
by 360, calculated on a formula basis as follows:

[8360x (Y2- Y1)]+[30X (M2- M1)] + (D: -Dx)
Day Count Fraction = 360

where:

“Y 1" is the year, expressed as a number, in whicliitsteday of the Calculation Period falls:
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(vii)

(viii)

“Y ;" is the year, expressed as a number, in whicld#yemmediately following the last day of the
Calculation Period falls;

“M " is the calendar month, expressed as a numbevhiich the first day of the Calculation Period
falls;

“M " is the calendar month, expressed as a numbarhiich the day immediately following the last
day of the Calculation Period falls;

“D." is the first calendar day, expressed as a nunubehe Calculation Period, unless such number
would be 31, in which case;Will be 30; and

“D," is the calendar day, expressed as a number, inatetdfollowing the last day included in the
Calculation Period, unless such number would béBdhich case Pwill be 30; and

if “30E/360 (ISDA)” is specified, the numbesf days in the Calculation Period divided by 360,
calculated on a formula basis as follows:

[8360x (Y2- Y1)]+[30X (M2- M1)] + (D: -Dx)
Day Count Fraction = 360

where:
“Y ," is the year, expressed as a number, in whicliitsteday of the Calculation Period falls:

“Y ;" is the year, expressed as a number, in whicld#yemmediately following the last day of the
Calculation Period falls;

“M " is the calendar month, expressed as a numbevhiich the first day of the Calculation Period
falls;

“M " is the calendar month, expressed as a numbarhiich the day immediately following the last
day of the Calculation Period falls;

“D," is the first calendar day, expressed as a nunadfehe Calculation Period, unless (i) that day is
the last day of February or (ii) such number wdugd31, in which case will be 30; and

“D," is the calendar day, expressed as a number, inatetdfollowing the last day included in the
Calculation Period, unless (i) that day is the s of February but not the Maturity Date or (ii)
such number would be 31 and in which casevill be 30; and

if “Actual/Actual (ICMA)” is specified,

(A) if the Calculation Period is equal to or shottean the Determination Period during which it
falls, the number of days in the Calculation Pexodded by the product of (x) the number
of days in such Determination Period and (y) thenber of Determination Periods normally
ending in any year; and

(B) ifthe Calculation Period is longer than ongddmination Period, the sum of;

(x)  the number of days in such Calculation Perglting in the Determination Period in
which it begins divided by the product of (1) thember of days in such
Determination Period and (2) the number of Deteatiim Periods normally ending
in any year; and

(y) the number of days in such Calculation Periallinfg in the next Determination

Period divided by the product of (1) the numbedays in such Determination Period
and (2) the number of Determination Periods nowrelding in any year,
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where:

“Determination Period”means the period from (and including) a DeterndmabDate in any
year to (but excluding) the next Determination Date

“Determination Date” means the date specified as such in the appli¢abi Terms or, if
none is so specified, the Interest Payment Date.

“Early Redemption Amountimeans the amount specified as such in the apj#idabal
Terms.

“Effective Date” means, with respect to any Floating Rate to berdenhed on an Interest
Determination Date, the date specified as suckf ogne is so specified, the first day of the
Interest Period to which such Interest Determimabate relates.

“Euro-zone” means the region comprising Member States of tireffean Union that adopt
the single currency in accordance with the Treatgldishing the European Community, as
amended.

“Final Redemption Amount'means the amount specified as such in the apj#idabal
Terms.

“Interest Amount” means the amount of interest payable, and in #se of Fixed Rate
Notes, means the Fixed Coupon Amount or Broken Arthas the case may be.

“Interest Commencement Datefieans the Issue Date or such other date as mepebdied
in the applicable Final Terms.

“Interest Determination Date’means, with respect to a Rate of Interest anddstderiod,
the date specified as such or, if none is so dpdcifi) the first day of such Interest Period if
the Specified Currency is sterling or (ii) the daling two Business Days in London for the
Specified Currency prior to the first day of sucherest Period if the Specified Currency is
neither sterling nor euro or (iii) the day fallihngo TARGET Business Days prior to the first
day of such Interest Period if the Specified Curyeis euro.

“Interest Period” means the period beginning on (and including) therest
Commencement Date and ending on (but excludingfinstdnterest Payment Date and each
successive period beginning on (and including)reerést Payment Date and ending on (but
excluding) the next succeeding Interest Paymeng.Dat

“Interest Period Date"means each Interest Payment Date unless othespéséfied.

“ISDA Definitions” means the 2006 ISDA Definitions, as published gy International
Swaps and Derivatives Association, Inc., unlessreitse specified.

“Maturity Date” means the maturity date specified in the apple&hal Terms.

“Optional Redemption Amounttheans the amount specified as such in the apj#i¢abal
Terms.

“Page” means such page, section, caption, column or g@éwerof a particular information
service (including, but not limited to, Reuters) may be specified for the purpose of
providing a Relevant Rate, or such other pageiggataption, column or other part as may
replace it on that information service or on suteo information service, in each case as
may be nominated by the person or organisationigiray or sponsoring the information
appearing there for the purpose of displaying rateprices comparable to that Relevant
Rate.

“Principal Amount Outstanding’means in relation to a Note or Tranche, the aaigface
value thereof less any repayment of principal mimdéhe Noteholders in respect of such

34



Note or Tranche, as adjusted for indexation in etamce with Condition §RPI Linked
Notes)(if applicable).

“Rate of Interest” means the rate of interest payable from time rwetin respect of the
relevant Note and that is either specified in, @icalated in accordance with the provisions
of, the applicable Final Terms.

“Reference Banks'means the institutions specified as such in thicable Final Terms or,
if none, four major banks selected by the Calcoitathgent in the interbank market (or, if
appropriate, money, swap or over-the-counter inogtxons market) that is most closely
connected with the Relevant Rate (which, in thee afsEURIBOR, shall be Europe) or, if
none is so connected, London.

“Relevant Financial Centre’means, with respect to any Floating Rate to berdened in
accordance with a Screen Rate Determination onn#rekt Determination Date, the
financial centre as may be specified as such imfipicable Final Terms or, if none is so
specified, the financial centre with which the Relet Rate is most closely connected (which
in the case of EURIBOR, shall be Europe) or, if@@so connected, London.

“Relevant Rate” means the offered rate for a Representative Amafirnthe Specified
Currency for a period (if applicable) equal to ®gecified Duration (or such other rate as
shall be specified in the applicable Final Terms).

“Relevant Time”"means the time specified as such in the applicaislal Terms or, with
respect to any Interest Determination Date, thalltime in the Relevant Financial Centre
specified in the applicable Final Terms or, if namepecified, the local time in the Relevant
Financial Centre at which it is customary to detearbid and offered rates in respect of
deposits in the Specified Currency in the interbendcket in the Relevant Financial Centre
and for this purpose “local time” means with respec Europe and the Euro-zone as a
Relevant Financial Centre 11.00 hours (Central pesa Time).

“Representative Amountineans, with respect to any Floating Rate to berdebed in
accordance with a Screen Rate Determination omtanelst Determination Date, the amount
specified as such in the applicable Final Termsfanpne is specified, an amount that is
representative for a single transaction in theveziemarket at the time.

“Specified Currency”’means the currency specified as such in the aigid-inal Terms or,
if none is specified, the currency in which Notes denominated.

“Specified Duration” means, with respect to any Floating Rate to berdwted in
accordance with a Screen Rate Determination omtaneist Determination Date, the duration
specified in the applicable Final Terms or, if nasapecified, a period of time equal to the
relative Interest Period, ignoring any adjustmamspant to Condition 5(b)(i{Business Day
Convention)

“TARGET System”means the Trans-European Automated Real-Time GSesdement
Express Transfer (TARGET2) System or any succebgoeto.

(k) Calculation Agent and Reference BankEnae Issuer shall procure that there shall atirakks be four
Reference Banks (or such other number as may heredj with offices in the Relevant Financial Centr
and one or more Calculation Agents if provisiomiade for them in the applicable Final Terms andséor
long as any Note is Outstanding. If any ReferenaakB(acting through its relevant office) is unabte
unwilling to continue to act as a Reference Bah&ntthe Issuer shall appoint another Reference Béhk

an office in the Relevant Financial Centre to atsach in its place. Where more than one Calculatio
Agent is appointed in respect of Notes, referemtasese Terms and Conditions to the Calculatioerng
shall be construed as each Calculation Agent peifay its respective duties under these Terms and
Conditions. If the Calculation Agent is unable omilling to act as such or if the Calculation Agédails
duly to establish the Rate of Interest for an kderPeriod or to calculate any Interest AmountalFin
Redemption Amount, Early Redemption Amount or QmicRedemption Amount, as the case may be, or
to comply with any other requirement, the Issuealisippoint a leading bank or investment bankimign fi
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engaged in the interbank market (or, if appropriateney, swap or over-the-counter index optionsketar
that is most closely connected with the calculatordetermination to be made by the Calculationrge
(acting through its principal London office or aogher office actively involved in such market) tct as
such in its place. The Calculation Agent may ndtige its duties without a successor having been
appointed as aforesaid.

6. RPI Linked Notes

This Condition 6 is applicable only if the appli@FBinal Terms specifies the relevant Notes aslikiNed
Notes.

() Definitions: In these Terms and Conditions, unless the cordthrwise requires, the following
defined terms shall have the meanings set out below

“affiliate” means in relation to any person, any entity cdletipdirectly or indirectly, by that person, any
entity that controls directly or indirectly, thaéngon or any entity, directly or indirectly undemmon
control with that person and, for this purpose,ntcol” means control as defined in the Companies Ac
1985.

“Base Index Figure” means (subject to Condition 6(c)(iChange in basg)the base index figure as
specified in the applicable Final Terms.

“Index” or “Index Figure” means, subject to Condition 6(c)(Thange in base)the UK Retail Price
Index (RPI) (for all items) published by the Ceht&tatistical Office (January 1987 = 100) or any
comparable index which may replace the UK RetadePindex for the purpose of calculating the amount
payable on repayment of the Reference Gilt. Angnafce to the Index Figure which is specified ia th
relevant Final Terms as:

0] applicable to a particular month, shall, subjée Conditions 6(c) Changes in Circumstances
Affecting the Indexand 6(e) Cessation of or Fundamental Changes to the Ipd@xconstrued as a
reference to the Index Figure published in the sttwveénonth prior to that particular month and
relating to the month before that of publication; o

(i)  applicable to the first calendar day of anyntto shall, subject to Conditions 6(cfHanges in
Circumstances Affecting the Indeand 6(e) Cessation of or Fundamental Changes to the Ijdex
be construed as a reference to the Index Figurkshel in the second month prior to that particular
month and relating to the month before that of jzaltion; or

(i) applicable to any other day in any month shalubject to Conditions 6(c)Changes in
Circumstances Affecting the Indeand 6(e) Cessation of or Fundamental Changes to the Ijdex
be calculated by linear interpolation between Ig) index Figure applicable to the first calendar da
of the month in which the day falls, calculatedspscified in sub-paragraph (ii) above and (y) the
Index Figure applicable to the first calendar dayhe month following, calculated as specified in
sub-paragraph (ii) above and rounded to the nefiftbstlecimal place.

“Index Ratio” applicable to any month or date, as the case raaynbans the Index Figure applicable to
such month or date, as the case may be, dividédebBase Index Figure.

“Limited Index Ratio”means (a) in respect of any month or date, asghe may be, prior to the relevant
Issue Date, the Index Ratio for that month or datethe case may be; (b) in respect of any Limited
Indexation Month after the relevant Issue Date pitoeluct of the Limited Indexation Factor for timadnth

or date, as the case may be and the Limited Inéio Bs previously calculated in respect of thahth@r
date, as the case may be, twelve months priortthesiad (c) in respect of any other month, the Léahi
Index Ratio as previously calculated in respe¢hefmost recent Limited Indexation Month.

“Limited Indexation Date’means any date falling during the period specifiethe relevant Final Terms
for which a Limited Indexation Factor is to be ca#ted.

“Limited Indexation Factor’means, in respect of a Limited Indexation MontfLionited Indexation Date,
as the case may be, the ratio of the Index Figppdicable to that month or date, as the case may be
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divided by the Index Figure applicable to the monthdate, as the case may be twelve months prior
thereto, provided that (a) if such ratio is gredtean the Maximum Indexation Factor specified ie th
applicable Final Terms, it shall be deemed to heaktp such Maximum Indexation Factor and (b) dhsu
ratio is less than the Minimum Indexation Factacified in the applicable Final Terms, it shalldeemed

to be equal to such Minimum Indexation Factor.

“Limited Indexation Month"means any month specified in the applicable Fiieains for which a Limited
Indexation Factor is to be calculated.

“Limited RPI Linked Notes'means RPI Linked Notes to which a Maximum Indeatractor and/or a
Minimum Indexation Factor (as specified in the &gidle Final Terms) applies.

“Reference Gilt” means the Treasury Stock specified as such iagpkcable Final Terms for so long as
such stock is in issue, and thereafter such issumdex-linked Treasury Stock determined to be
appropriate by a gilt-edged market maker or ottiiser selected by the Issuer and approved by the
Trustee (an “Indexation Adviser”).

(b) Application of the Index RatioEach payment of interest and principal in respé®lotes shall be the
amount provided in, or determined in accordancé vittese Terms and Conditions, multiplied by the
Index Ratio or Limited Index Ratio in the case ahlted RPI Linked Notes applicable to the month or
date, as the case may be, in which such paymest ttalbe made and rounded in accordance with
Condition 5(g) (Maximum/Minimum Rates of Interest, Maximum/MinimRedemption Amounts and
Rounding)

(c) Changes in Circumstances Affecting the Index:

0] Change in baseilf at any time and from time to time the Indexksnged by the substitution of a
new base therefor, then with effect from the cad@ndonth from and including that in which such
substitution takes effect (1) the definition of dex” and “Index Figure” in Condition 6(a)
(Definitions)shall be deemed to refer to the new date or mionslubstitution for January 1987 (or,
as the case may be, to such other date or monttaphave been substituted therefor); and (2) the
new Base Index Figure shall be the product of tkisting Base Index Figure (being 189.60 in
October 2005 (that is, the index published in Ma2&95 and relating to February 2005)) and the
Index Figure immediately following such substitatiadivided by the Index Figure immediately
prior to such substitution.

(i)  Delay in publication of Index if sub-paragraph @f) the definition of Index Figure is applicabléf

the Index Figure which is normally published in 8eventh month and which relates to the eighth
month (the “relevant month”) before the month inisktha payment is due to be made is not
published on or before the fourteenth Business Iygre the date on which such payment is due
(the “date for payment”), the Index Figure applieato the month in which the date for payment

falls shall be (1) such substitute index figureafify) as the Trustee considers to have been petlish

by the Bank of England for the purposes of indexatf payments on the Reference Gilt or, failing

such publication, on any one or more issues of x#itded Treasury Stock selected by an

Indexation Adviser (and approved by the Trustee)2pif no such determination is made by such

Indexation Adviser within 7 days, the Index Figlaet published (or, if later, the substitute index

figure last determined pursuant to Condition 6j¢@hange in bas¢before the date for payment.

(i)  Delay in publication of Index if sub-paragraph (@phd/or (iii) of the definition of Index Figure is
applicable If the Index Figure relating to any month (thal@ulation month”) which is required to
be taken into account for the purposes of the détation of the Index Figure for any date is not
published on or before the fourteenth businesshddgre the date on which such payment is due
(the “date for payment”), the Index Figure applieafor the relevant calculation month shall be
(1) such substitute index figure (if any) as theisiee considers to have been published by the
United Kingdom Debt Management Office or the BarilkEagland, as the case may be, for the
purposes of indexation of payments on the Refer&ilter, failing such publication, on any one or
more issues of index-linked Treasury Stock selebtedn Indexation Adviser (and approved by the
Trustee) or (2) if no such determination is madsuish Indexation Adviser within 7 days, the Index
Figure last published (or, if later, the substituntdex figure last determined pursuant to Condition
6(c)(i) (Change in bagg before the date for payment.
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(d) Application of Changes: Where the provisions of Condition 6(c)(i) or R{g) apply, the
determination of the Indexation Adviser as to thdelx Figure applicable to the month in which theeda
for payment falls shall be conclusive and bindiligan Index Figure having been applied pursuant to
Condition 6(c)(ii)(2) or 6(c)(iii))(2), the Index §ure relating to the relevant month is subsequently
published while a Note is still Outstanding, then:

() in relation to a payment of principal or intsten respect of such Note other than upon final
redemption of such Note, the principal or intefastthe case may be) next payable after the date of
such subsequent publication shall be increaseddurced by an amount equal to (respectively) the
shortfall or excess of the amount of the relevamynpent made on the basis of the Index Figure
applicable by virtue of Condition 6(c)(ii)(2), b&loor above the amount of the relevant payment
that would have been due if the Index Figure sulbsety published had been published on or
before the fourteenth Business Day before thefdaggayment; and

(i) in relation to a payment of principal or inést upon final redemption, no subsequent adjusthoent
amounts paid will be made.

(e) Cessation of or Fundamental Changes to the Index:

() If (A) the Trustee and the Issuer have beerifirdtby the Calculation Agent that the Index has
ceased to be published; or (B) any change is nadeet coverage or the basic calculation of the
Index which, in the opinion of an Indexation Adviseonstitutes a fundamental change which
would, in the opinion of such Indexation Adviseg imaterially prejudicial to the interests of the
Noteholders, the Issuer and the Trustee actingp@mdvice of an Indexation Adviser together shall
seek to agree for the purpose of the Notes oneooe adjustments to the Index or a substitute index
(with or without adjustments) with the intentionaththe same should leave the Issuer and the
Noteholders in no better and no worse position thayg would have been had the Index not ceased
to be published or the relevant fundamental chamogdeen made.

(i)  If the Issuer and the Trustee acting on thei@of an Indexation Adviser fail to reach agreatres
mentioned above within 20 Business Days following giving of notice as mentioned in paragraph
(i), a bank or other person in London shall be agpd by the Issuer and the Trustee acting on the
advice of an Indexation Adviser or, failing agreetnen and the making of such appointment within
20 Business Days following the expiry of the 20 gayiod referred to above, by the Trustee (such
bank or other person so appointed being referregistthe “Expert”), acting on the advice of an
Indexation Adviser to determine for the purposéhef Notes one or more adjustments to the Index
or a substitute index (with or without adjustmentith the intention that the same should leave the
Issuer and the Noteholders in no better and noevpesition than they would have been had the
Index not ceased to be published or the relevarddmental change not been made. Any Expert so
appointed shall act as an expert and not as ameddoiand all fees, costs and expenses of therExpe
and of any Indexation Adviser and of any of theuéssand the Trustee in connection with such
appointment shall be borne by the Issuer.

(i)  The Index shall be adjusted or replaced ksubstitute index as agreed by the Issuer and thst&e
acting on the advice of an Indexation Adviser ordatermined by the Expert pursuant to the
foregoing paragraphs, as the case may be, anéme&s in these Terms and Conditions to the Index
and to any Index Figure shall be deemed amendsulcim manner as the Trustee acting on advice of
an Indexation Adviser and the Issuer agree areopppte to give effect to such adjustment or
replacement. Such amendments shall be effectiva fle date of such notification and binding
upon the Issuer, the Trustee and the Noteholdedsthee Issuer shall give notice to the Noteholders
in accordance with Condition IBlotices)of such amendments as promptly as practicablevioilg
such notification.

7. Redemption, Purchase and Options
(a) Final Redemption Unless previously redeemed, purchased and dedcat provided below, each

Note shall be finally redeemed on the Maturity Dspecified in the applicable Final Terms at its
Final Redemption Amount.
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(b) Early Redemption
0] Zero Coupon Notes

(A) The Early Redemption Amount payable in respafcany Zero Coupon Note, the Early
Redemption Amount of which is not linked to an im@ad/or a formula, upon redemption of
such Note pursuant to Condition 7(Bedemption for Tax Reasoms)upon it becoming due
and payable as provided in Condition (Events of Defaulf)shall be the Amortised Face
Amount (calculated as provided in sub-paragraphb@pw) of such Note unless otherwise
specified.

(B) Subject to the provisions of sub-paragrapht{€lpw, the “Amortised Face Amount” of any
such Note shall be the scheduled Final Redemptimouht of such Note on the Maturity
Date discounted at a rate per annum (expressedoascentage) equal to the Amortisation
Yield (which, if none is shown, shall be such rasgewould produce an Amortised Face
Amount equal to the issue price of Notes if theyenmdiscounted back to their issue price on
the Issue Date) compounded annually.

(C) If the Early Redemption Amount payable in respaf any such Note upon its redemption
pursuant to Condition 7(cRedemption for Tax Reasor®) upon it becoming due and
payable as provided in Condition {BEvents of Default)s not paid when due, the Early
Redemption Amount due and payable in respect di late shall be the Amortised Face
Amount of such Note as defined in sub-paragraphaf®®)e, except that such sub-paragraph
shall have effect as though the date on which tbe Mecomes due and payable were the
Relevant Date. The calculation of the AmortisedeFAmount in accordance with this sub-
paragraph shall continue to be made (as well afebefore judgement) until the Relevant
Date, unless the Relevant Date falls on or afterhfaturity Date, in which case the amount
due and payable shall be the scheduled Final Retmmpmount of such Note on the
Maturity Date together with any interest that magrae in accordance with Condition 5(f)
(Accrual of Interest)

Where such calculation is to be made for a perfddss than one year, it shall be made on the basis
of the Day Count Fraction shown in the applicabieFTerms.

(i)  Other Notes The Early Redemption Amount payable in respecamy Note (other than Notes
described in (i) above), upon redemption of sucheNmrsuant to Condition 7(¢Redemption for
Tax Reasons)r upon it becoming due and payable as providedoindition 11(Events of Defaulf)
shall be the Final Redemption Amount unless otterspecified.

(c) Redemption for Taxation Reasons:

If, on the occasion of the next payment in respédiotes the Issuer is unable to make such payment
without having to deduct or withhold Tax as desadilin Condition 4Taxation) and such requirement to
pay such additional amounts arises by reason dfaage in the laws of the United Kingdom or any
political sub-division of the United Kingdom or tag authority in the United Kingdom or any politica
sub-division of the United Kingdom or in the intefation or application of the laws of the United
Kingdom or any political sub-division of the Unit&hgdom or in any applicable double taxation tyeat
convention, which change becomes effective on tar dfie Issue Date, and such requirement cannot be
avoided by the Issuer taking reasonable measuved (measures not involving any material additional
payments by, or expense for, the Issuer), theristheer may, in order to avoid the relevant dedactip
withholding, arrange for the substitution of a camyp incorporated in another jurisdiction as priatip
debtor under the Notes, provided that such subistitis approved by the Trustee and provided furthat

the Trustee is satisfied that such substitutiod it be materially prejudicial to the interests the
Noteholders.

If the Issuer is unable to arrange a substitut®described above and, as a result the requirameeduct

or withhold Tax as described in Condition(Baxation)is continuing, the Issuer may on any Interest
Payment Date or, if so specified on the Note dhacase of any Zero Coupon Note, at any time,erade
Notes of the relevant Series in whole but not irt faupon not more than 60 nor fewer than 30 dpyier
notice or (ii) upon such shorter notice as is pecatle if the notice described in (i) would expaker the
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next date on which a payment is due on the Notes) such notice given in accordance with Conditién
(Notices)below (which notice shall be irrevocable), at tHgiincipal Amount Outstanding together with,
unless otherwise specified, any interest accrue iput excluding) the date set for redemptiooyjated,
however, that (i) no such notice of redemption rbaygiven earlier than 90 days prior to the earliese

on which the Issuer would be obliged to pay suctiitemhal amounts were a payment in respect of the
Notes then due and (ii) at the time such noticeeafemption is given, such obligation to pay such
additional amounts remains in effect. Immediatelppto the publication of any notice of redemption
pursuant to this paragraph, the Issuer shall delovéhe Trustee (i) a certificate signed by twrediors of
the Issuer stating that the Issuer is entitledffiecesuch redemption and setting forth a stateroérfdcts
showing that the conditions precedent to the rafhthe Issuer so to redeem have occurred and lieat t
Issuer will have sufficient funds available for nmak such redemption and (ii) an opinion of indepsmtd
legal advisers of recognised standing to the effest the Issuer has or will become obliged to nskeh
deduction or withholding, and the Trustee shakbttled to accept the certificate as sufficieritlence of
the satisfaction of the conditions precedent seabuove, in which event it shall be conclusive amdling

on the Noteholders and the Couponholders.

(d) Redemption at the Option of the Issuer (Issuer kitstCall)
If the term “Issuer Maturity Call” is specified the applicable Final Terms, the Issuer may, hagingn:

() not fewer than 15 nor more than 30 days’ notweéhe Noteholders in accordance with Condition
16; and

(i)  not fewer than 15 days before the giving d thotice referred to in (i) above, notice to thestee
and to the Paying Agent,

(or such other notice period as may be specifiedh@ applicable Final Terms, which notices to the
Noteholders only shall be irrevocable and shalt$péhe date fixed for redemption), redeem alsome
only of the Notes then outstanding at any timerduthe period commencing on (and including) the day
that is 90 days prior to the Maturity Date to (amtluding) the Maturity Date, at the Final Rederompti
Amount specified in the applicable Final Termstbgr (if appropriate) with interest accrued (bopaid)

to (but excluding) the date fixed for redemption.

(e) Redemption at the Option of the Issuer (Issuer)@altl Partial Redemption:

If the term “Issuer Call” is specified in the amalble Final Terms, the Issuer may, on giving neefethan

15 nor more than 30 days’ irrevocable notice to Tnestee and the Noteholders (or such other notice
period as may be specified in the applicable Firems) redeem, or exercise any Issuer’s optionm@g

be described in the applicable Final Terms) intiateto, all or, if so provided, some Notes on &migrest
Payment Date or any other Optional Redemption [itiat is, if the term “Issuer Maturity Call” is
specified to be applicable in the applicable Fifiafms, more than 90 days prior to the Maturity Pate
specified in the applicable Final Terms, as the caay be, provided always that no Event of Defaalt
occurred and is continuing at the time of such mgat@®n or would occur by reason of such redemption.
Any such redemption of Notes shall be at their @il Redemption Amount as follows:

0] In respect of Fixed Rate Notes, the Optionadéeption Amount will, unless otherwise specified in
the applicable Final Terms, be an amount equalheo higher of (i) their Principal Amount
Outstanding; and (ii) the price as reported in imgitto the Issuer and the Trustee by a financial
adviser in London (selected by the Issuer and agpro writing by the Trustee) at which the Gross
Redemption Yield (as defined below) on such Noteshe Reference Date (as defined below) is
equal to the Gross Redemption Yield at 3:00 p.non¢lon time) on the Reference Date on the
Reference Gilt (as defined below) while that stixin issue, and thereafter such UK government
stock (or such other stock as specified in theiepple Final Terms for Notes denominated in
currencies other than pounds sterling) as the israg, with the advice of three persons operating
in the gilt-edged market (selected by the Issudragproved in writing by the Trustee) determine to
be appropriate, plus interest accrued but unpaidhenPrincipal Amount Outstanding to (but
excluding) the date fixed for redemption.

For the purposes of this Condition 7(e)(i), “Gré&demption Yield” means a yield expressed as a
percentage and calculated on a basis consistenttiagt basis indicated at page 5 of the United
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Kingdom Debt Management Office publication “Formaufar Calculating Gilt Prices from Yields”
(3rd edition) published on 16 March 2005 (and ath&r updated, supplemented, amended or
replaced from time to time); “Reference Date” metiresdate which is two Business Days prior to
the despatch of the notice of redemption underQuisdition 7(e); and “Reference Gilt” means the
Treasury Stock specified in the applicable FinahTe

(i)  Inrespect of Floating Rate Notes, the OptidRademption Amount will, unless otherwise spedifie
in the applicable Final Terms, be the Principal AmoOutstanding plus any premium for early
redemption in certain years (as specified in th@iegble Final Terms) plus any interest accrued but
unpaid on the Principal Amount Outstanding to @luding) the date fixed for redemption.

(i) In respect of RPI Linked Notes, the OptiorRédemption Amount will (unless specified in the
applicable Final Terms) be the higher of (i) thenEipal Amount Outstanding; and (ii) the price as
reported in writing to the Issuer and the Truste&hut any additional indexation beyond the
implicit indexation in such determined price) byfimancial adviser in London (selected by the
Issuer and approved in writing by the Trustee) amd the price at which the Gross Real
Redemption Yield (as defined below) on Notes onRbéerence Date (as defined below) is equal to
the Gross Real Redemption Yield at 3:00 p.m. (Lon¢ime) on the Reference Date on the
Reference Gilt while that stock is in issue, anetdlafter such UK government stock as the Issuer
may, with the advice of three persons operatintyéngilt-edged market, (selected by the Issuer and
approved by the Trustee), determine to be apprtepnius interest (as adjusted in accordance with
Condition 6(b)(Applications of the Index Ratjopccrued but unpaid on the Principal Amount
Outstanding to (but excluding) the date fixed fedemption.

For the purposes of this Condition 7(e)(iii), “GsoReal Redemption Yield” means a yield
expressed as a percentage and calculated on acbasistent with the basis indicated at page 5 of
the United Kingdom Debt Management Office publicatiFormulae for Calculating Gilt Prices
from Yields” (3rd edition) published on 16 March(&) “Reference Date” means the date which is
two Business Days prior to the despatch of theceotif redemption under Condition 7(e); and
“Reference Gilt” means the Treasury Stock speciifietthe applicable Final Terms.

Any redemption or exercise under this Condition) f(ist relate to Notes of a nominal amount at least
equal to the minimum nominal amount to be redeeatedpecified in the applicable Final Terms and no
greater than the maximum nominal amount to be raddespecified in the applicable Final Terms. All
Notes in respect of which any such notice is giseall be redeemed, or the Issuer’s option shall be
exercised, on the date specified in such notigeaordance with this Condition.

In the case of a partial redemption of Notes purst@this Condition 7(e) or Condition 7((Redemption

at the Option of the Issuer (Issuer Maturity Calljove, the Notes to be redeemed (“Redeemed Notes”)
will (i) in the case of Redeemed Notes represehiedefinitive Notes, be selected individually by, Inot
more than 30 days prior to the date fixed for repgon and (ii) in the case of Redeemed Notes reptesl

by a Global Note or by a Global Certificate, beest#d in accordance with the rules of Euroclea’and
Clearstream, Luxembourg (to be reflected in thends of Euroclear and Clearstream, Luxembourg as
either a pool factor or a reduction in nominal antopat their discretion). In the case of Redeeidetks
represented by definitive Bearer Notes, a listh# serial numbers of such Redeemed Notes will be
published by the Issuer in accordance with Condifi6é (Notices)not less than 15 days prior to the date
fixed for redemption.

(H Redemption for Index Reasons

In the case of RPI Linked Notes only, if eithertfig Index Figure (as defined in ConditioffRePI Linked
Notes) for three consecutive months fails to be deteeahion the basis of an Index Figure previously
published as provided in Condition(BPI Linked Notesand the Trustee and the Issuer have been notified
by the Calculation Agent that publication of theléx (as defined in Condition (RPI Linked Note$)has
ceased or (ii) notice is published by Her Majesty'sasury, or on its behalf, following a changesatation

to the Index (as defined in Condition(BPI Linked Note$) offering a right of redemption to holders of all
sterling obligations of the United Kingdom Govermrhdisted on the Official List and traded on the
London Stock Exchange, linked to the IndeRFP!1 Linked Gilt§), and (in either case) no amendment or
substitution of the Index shall have become effegtiursuant to Condition 6(e)(iii) and such circtanses

are continuing, the Issuer shall, having givenmote than 60 nor fewer than 30 days’ notice to érdaf
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the RPI Linked Notes in accordance with Conditién(Motices)redeem all, but not some only, of the RPI
Linked Notes at their Principal Amount Outstandiogether with accrued interest up to but excludire
date of redemption (all adjusted for indexatiorpesvided in Condition §RPI Linked Note$) the Index
Ratio for this purpose being that applicable torttanth in which redemption takes place.

(g) Purchases: The Issuer may at any time purchase Notes (pedvitiat all unmatured Coupons and
unexchanged Talons appertaining thereto are atlaohesurrendered therewith) in the open market or
otherwise at any price. Except as may be spedifigble applicable Final Terms, such Notes may bé, he
resold or, at the option of the Issuer, surrenddacedhe Principal Paying Agent for cancellation, in
accordance with all relevant laws and regulations.

(h) Cancellation: All Notes purchased by or on behalf of the Issareany of its subsidiaries which are
surrendered for cancellation shall, in the casBeafrer Notes, be surrendered together with all tured
Coupons and all unexchanged Talons to the Prin€ipging Agent and, in the case of Registered Notes,
the Certificate representing such Notes shall breesdered to the Registrar and, in each case shall,
together with all Notes redeemed by the Issuercdecelled forthwith (together with all unmatured
Coupons and unexchanged Talons attached therstorendered therewith). Any Notes so surrendened fo
cancellation may not be reissued or resold andlttigations of the Issuer in respect of any suclteblo
shall be discharged.

8. Payments

(a) Bearer Notes:Payments of principal and interest in respe®e#rer Notes shall, subject as mentioned
below, be made against presentation and surremtlee celevant, Notes (if the Global Note is natigd in
NGN form) (in the case of all payments of principald, in the case of interest, as specified in @and
8(f)(v)) or Coupons (in the case of interest, sasespecified in Condition 8(f)(v)), as the case rhayat

the specified office of any Paying Agent outside thnited States by a cheque payable in the relevant
currency drawn on, or, at the option of the holtbgriransfer to an account denominated in suchenoyr
with, a Bank. “Bank” means a bank in the princifighncial centre for such currency or, in the cate
euro, in a city in which banks have access to RBRGET System.

(b) Registered Notes

0] Payments of principal in respect of Registeiddtes shall be made against presentation and
surrender of the relevant Certificates (if the @iedte is not held in the NSS) at the specifieficef
of any of the Transfer Agents or of the Registrat en the manner provided in paragraph (ii) below.

(i)  Interest on Registered Notes shall be paidh® person shown on the Register at the close of
business (in the international central securitiggzogitories) before the due date for payment tiereo
subject to clause (d) below (the “Record Date”yrRents of interest on each Registered Note shall
be made in the relevant currency by cheque drawa Bank and mailed to the holder (or to the
first-named of joint holders) of such Note at itkleess appearing in the Register. Upon application
by the holder to the specified office of the Regisbr any Transfer Agent before the Record Date,
such payment of interest may be made by transfan mccount in the relevant currency, maintained
by the payee with a Bank.

(c) Payments in the United StateBtotwithstanding the foregoing, if any Bearer Notége denominated in
U.S. dollars, payments in respect thereof may béenad the specified office of any Paying Agent iemN
York City in the same manner as aforesaid if (& tesuer shall have appointed Paying Agents with
specified offices outside the United States with thasonable expectation that such Paying Agenitdwo
be able to make payment of the amounts on the Notése manner provided above when due, (i)
payment in full of such amounts at all such officedlegal or effectively precluded by exchangairols

or other similar restrictions on payment or receipsuch amounts and (iii) such payment is themjfited

by United States law, without involving, in the mjoin of the Issuer, any adverse tax consequentieeto
Issuer.

(d) Payments Subject to Fiscal LawSave as provided in Condition Baiatior) all payments are subject
in all cases to any applicable fiscal or other lamggulations and directives in the place of paymbio
commission or expenses shall be charged to thehdloters or Couponholders in respect of such
payments.
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(e) Appointment of AgentsThe Principal Paying Agent, the Paying Agents, Registrar, the Transfer
Agent and the Calculation Agent (where the CaloaaAgent is the Principal Paying Agent) initially
appointed by the Issuer and their respective dpdoifffices are listed below. The Principal Payigent,
the Paying Agents, the Registrar, the Transfer Agad the Calculation Agent act solely as agentbef
Issuer and do not assume any obligation or relshignof agency or trust for or with any Noteholder
Couponholder. The Issuer reserves the right attemg to vary or terminate the appointment of the
Principal Paying Agent, any other Paying Agent,Registrar, the Transfer Agent or the Calculatiget
and to appoint additional or other Paying AgentJ@nsfer Agents, provided that each Issuer shallla
times maintain (i) a Principal Paying Agent, (iiRagistrar in relation to Registered Notes, (iiijransfer
Agent in relation to Registered Notes, (iv) onemoore Calculation Agent(s) where the Terms and
Conditions so require, (v) a Paying Agent havingcsied offices in a major European city (which may
include the Principal Paying Agent), (vi) such otlhgents as may be required by the rules of argksto
exchange on which Notes may be listed and (viiagirfgy Agent with a specified office in a European
Union Member State (if any) that will not be oblige® withhold or deduct tax pursuant to EU Diregtiv
2003/48/EC on the taxation of savings income or lamyimplementing or complying with, or introduced
in order to conform to, such Directive.

In addition, the Issuer shall forthwith appoint ayidg Agent in New York City in respect of any Bear
Notes denominated in U.S. dollars only in the ginstances described in paragraph (c) above.

Notice of any such change or any change of anyifigeboffice shall promptly be given to the Notetiets
in accordance with Condition IBlotices)

(H Unmatured Coupons and unexchanged Talons

0] Unless Notes provide that the relative Couparesto become void upon the due date for redemption
of those Notes, Bearer Notes should be surrendiregayment together with all unmatured
Coupons (if any) relating thereto, failing which amount equal to the face value of each missing
unmatured Coupon (or, in the case of payment riogbmade in full, that proportion of the amount
of such missing unmatured Coupon that the sumio€ipal so paid bears to the total principal due)
shall be deducted from the Final Redemption Amotatly Redemption Amount or Optional
Redemption Amount, as the case may be, due for @atyrAny amount so deducted shall be paid in
the manner mentioned above against surrender bfsigsing Coupon within a period of 10 years
from the Relevant Date for the payment of suchgipal (whether or not such Coupon has become
void pursuant to Condition 1@rescription).

(i)  If Notes so provide, upon the due date foremgtion of any Bearer Note, unmatured Coupons
relating to such Note (whether or not attached) fismome void and no payment shall be made in
respect of them.

(i)  Upon the due date for redemption of any Bedtete, any unexchanged Talon relating to such Note
(whether or not attached) shall become void an€aopon shall be delivered in respect of such
Talon.

(iv)  Where any Bearer Note that provides that #lative unmatured Coupons are to become void upon
the due date for redemption of those Notes is ptedefor redemption without all unmatured
Coupons and any unexchanged Talon relating tond, vahere any Bearer Note is presented for
redemption without any unexchanged Talon relatinig redemption shall be made only against the
provision of such indemnity as the Issuer may nequi

(v)  If the due date for redemption of any Note & a due date for payment of interest, interestusct
from the preceding due date for payment of intepesihie Interest Commencement Date, as the case
may be, shall only be payable against presentgtiod surrender if appropriate) of the relevant
Bearer Note or Certificate representing it, asdage may be. Interest accrued on a Note that only
bears interest after its Maturity Date shall be gidgy on redemption of such Note against
presentation of the relevant Note or Certificaf@esenting it, as the case may be.

(g) Talons: On or after the Interest Payment Date for thalfldoupon forming part of a Coupon sheet

issued in respect of any Bearer Note, the Talomifoy part of such Coupon sheet may be surrendéred a
the specified office of the Principal Agent in e&alge for a further Coupon sheet (and if necessathar
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Talon for a further Coupon sheet) (but excluding &oupons that may have become void pursuant to
Condition 10(Prescription).

(h) Non-Business Dayslf any date for payment in respect of any Not€oupon is not a Business Day,
the holder shall not be entitled to payment uhtil hext following Business Day nor to any inte@sbther
sum in respect of such postponed payment.

9. Taxation

All payments of principal and/or interest in redgpettNotes and Coupons will be made without deduncti

or withholding for or on account of any presentfature taxes, duties, assessments or governmental
charges of whatever nature imposed or levied byithrin the United Kingdom or by or on behalf of any
political subdivision thereof or any authority thr having power to tax (a “Tax”), unless deduct@n
withholding of such Tax is required by law. In thetent the Issuer will pay such additional amowrgs
will result (after such deduction or withholding) the receipt by the holders of Notes or Couponthef
amounts which would otherwise have been receivbléhe absence of such deduction or withholding),
except that no such additional amount shall be ldayia respect of any Note or Coupon:

(@) presented for payment by or on behalf of adroleho is subject to such Tax in respect of sucteNo
or Coupon by reason of his being connected withUthiged Kingdom (or any political subdivision
thereof) otherwise than merely by holding such Nwt€oupon; or

(b)  presented for payment by or on behalf of a éoldho would not be liable for or subject to such
withholding or deduction by making a declaration nafn-residence or other similar claim for
exemption to the relevant tax authority; or

(c) presented for payment more than 30 days dfeeRelevant Date except to the extent that theehold
thereof would have been entitled to such additipagiment on presenting the same for payment on
the last day of such 30 day period; or

(d)  where such withholding or deduction is imposgda payment to or, for, an individual and is
required to be made pursuant to European CouniéicEve 2003/48/EC on the taxation of savings
income or any law implementing or complying with;, iotroduced in order to conform to, such
Directive; or

(e) presented for payment by or on behalf of a éroltho would have been able to avoid such
withholding or deduction by presenting the NoteCaiupon to another Paying Agent in a Member
State of the European Union.

For the avoidance of doubt, no additional amouh#dl be payable where any withholding or deductfon
required pursuant to an agreement described inoBebt71(b) of the United States Internal RevenadeC

of 1986 (the “Code”) or is otherwise imposed purdua Sections 1471 through 1474 of the Code, any
regulations, agreements or undertakings thereund8icial interpretations thereof, or any law
implementing an intergovernmental approach thereto.

As used in these Terms and Conditions, “Relevam¢’Da respect of any Note or Coupon means the date
on which payment in respect thereof first becomes dr (if any amount of the money payable is
improperly withheld or refused) the date on whiayrpent in full of the amount outstanding is madéifor
earlier) the date on which notice is duly giventibe Noteholders in accordance with Condition 16
(Notices) that, upon further presentation of Note (or retgv&ertificate) or Coupon being made in
accordance with the Terms and Conditions, such paywill be made, provided that payment is in fact
made upon such presentation. References in thesesTand Conditions to (i) “principal” shall be desn

to include any premium payable in respect of théeBloRedemption Amounts, Amortised Face Amounts
and all other amounts in the nature of principalape pursuant to Condition (Redemption, Purchase
and Options)r any amendment or supplement to it, (ii) “ingtteshall be deemed to include all Interest
Amounts and all other amounts payable pursuantordifion 5(Interest and other Calculationgy any
amendment or supplement to it and (iii) “principaid/or “interest” shall be deemed to include any
additional amounts which may be payable underGbisdition 9.
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10. Prescription

Claims against the Issuer for payment in respediaies and Coupons (which for this purpose shdll no
include Talons) shall be prescribed and become woldss made within 10 years (in the case of ppaifi
or five years (in the case of interest) from thprapriate Relevant Date in respect of them.

11. Events of Default

() Events of Default:Each of the following events shall constitute“Brent of Default” in relation to
any Tranche of Notes issued by the Issuer:

(i)

(ii)

(i)

(iv)

v)

(Vi)

(vii)

there is default in the payment of any printipa the due date therefor or a default for a pkab3
days or more in the payment of interest due ingetspf the Notes pursuant to Conditiofirerest
and other Calculations)

there is default in the performance or obsaceby the Issuer of any other obligation or priovis
under the Notes or the Trust Deed (other than dtigation for the payment of any principal or
interest in respect of the Notes) which defaulintsapable of remedy or, if in the opinion of the
Trustee such default is capable of remedy, whictotgemedied within 60 days after notice of such
default shall have been given to the Issuer byfthstee;

if (A) any Financial Indebtedness (as definedCondition 12Covenantg)or financial indebtedness

in respect of Working Capital Facilities or terntioa payments under derivative transactions of the
Issuer or any Relevant Subsidiary of the Issueotines due and payable prior to its stated maturity
by reason of any actual event of default, or (By amount in respect of such Financial
Indebtedness or financial indebtedness in respedVarking Capital Facilities or termination
payments under derivative transactions is not pdién due or, as the case may be, within any
applicable grace period, provided that the aggeegatount of the relevant Financial Indebtedness
or financial indebtedness in respect of Working iGhg-acilities or termination payments under
derivative transactions in respect of which onemmre of the events mentioned above in this
paragraph (iii) have occurred equals or exceed0HB00 with respect to the Issuer;

the ratio of Net Financial Indebtedness to usiigd Regulated Asset Value (each as defined in
Condition 12(Covenantg)of the Issuer exceeds 0.95:1;

the Issuer ceases to carry on all or substénéit of its business or is unable to pay its tebithin
the meaning of Section 123(1)(e) or Section 128{2he Insolvency Act 1986;

the Issuer is adjudged bankrupt or insolveptabcourt of competent jurisdiction in its countdy
incorporation;

any order shall be made by any competenttcouany resolution shall be passed for the windipg

or dissolution of the Issuer, save for the purposésamalgamation, merger, consolidation,
reorganisation, reconstruction or other similamagement on terms previously approved by an
Extraordinary Resolution of holders of the relevargnche of Notes;

(viiiy a receiver, administrative receiver, admirasor or other similar official shall be appointéd

(ix)

)

relation to the Issuer or in relation to the whotea substantial part of its undertaking or assets
distress, execution or other process shall be dewieenforced upon or sued out against, or any
encumbrancer shall take possession of, the whatesoibstantial part of its assets and in any of the
foregoing cases it or he shall not be paid outischdirged within 90 days (or such longer period as
the Trustee may permit);

an application is made in respect of the Issualer Section 156 of the Energy Act 2004 andbts n
dismissed within 60 days or an energy administnatcder is made in respect of the Issuer by a
court under Chapter 3 of Part 3 of the Energy AG4 or

a Restructuring Event (as defined in Conditidr{d) (Definitions) occurs in respect of the Issuer

and: (A) a Rating Downgrade (as defined in Conditldl (d) (Definitions) in respect of such
Restructuring Event occurs and (B) an Independieran€ial Adviser (as defined in Condition 11(d)
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(Definitions) shall have certified in writing to the Trusteatttsuch Restructuring Event is, in its
opinion, materially prejudicial to the interestsNiteholders (a “Negative Certification”),

provided that:

(A) in the case of paragraphs (i) to (ix) (inckesi above the Trustee shall have certified that in
its opinion such event is materially prejudiciathe interests of the Noteholders; and

(B) in the case of paragraph (x) above, prior tp ldegative Certification being issued, an event
shall be deemed not to be a Restructuring Evematwithstanding the occurrence of a
Rating Downgrade, the rating for the time beingiggedd to the Notes is subsequently
increased to, or, as the case may be, there ignasssto the Notes or any other unsecured,
unguaranteed and unsubordinated debt obligatidheofssuer having an initial maturity of
five years or more by any Rating Agency, an investigrade rating (BBB—/Baa3 or their
respective equivalents for the time being) or bette

Any Negative Certification and any certification the Trustee pursuant to proviso (A) above shalthe
absence of manifest error, be conclusive and hindinthe Trustee, the Issuer and the Noteholders.

For the purpose of sub-paragraph (v) above, Se&f8(1)(a) of the Insolvency Act 1986 shall havieetf
as if for “£750” there was substituted “£250,000"smch higher figure as the Authority (as defined i
Condition 11(d)(Definitions) may from time to time determine by notice in wif to the Secretary of
State (as referred to in the relevant GT Licenog)the Issuer.

The Issuer shall not be deemed to be unable tapalgbts for the purposes of sub-paragraph (Wefo
any such demand as is mentioned in section 123(@f(the Insolvency Act 1986 is being contested in
good faith and in an expeditious manner by theeissuth recourse to all appropriate measures and
procedures.

The Trust Deed provides that the Trustee will netbdound to take any steps to ascertain whether a
Restructuring Event, a Rating Downgrade, an Evéltefault or any other event which could lead te th
occurrence of or, together with other events, d¢nista Restructuring Event, a Rating Downgraderor
Event of Default has occurred and, until it shall/d express notice to the contrary, the Trustekbwil
entitled to assume that no Restructuring EventinBddowngrade, Event of Default or other such event
has occurred.

(b) Consequences of Event of Default:any Event of Default occurs in relation to afyanche of Notes
and is continuing, then the Trustee (A) at its ison may, and (B) if so requested by the holdérat
least one-quarter in nominal amount of the releVa@ahche of Notes then Outstanding or if so dircbdtg
an Extraordinary Resolution of the holders of thlevant Tranche of Notes shall (in either caseesuilip
being indemnified and/or secured to its satisfadtigive notice to the Issuer at its registeretefthat the
relevant Tranche of Notes issued by the Issueaind, it shall accordingly immediately become, dud an
repayable at the relevant Early Redemption Amoageéther with accrued interest (if any) to the dzte
payment, without further action or formality.

(c) Enforcement: If an Event of Default has occurred in relatianttie Notes of any Tranche and is
continuing and if the Trustee has given notice he 1ssuer in accordance with Condition 11(b)
(Consequences of Event of Defauten the Trustee (A) at its discretion may, aBdi{ so requested by
the holders of at least one-quarter in nominal arhofithe relevant Tranche of Notes then Outstandin

if so directed by an Extraordinary Resolution @ ttolders of the relevant Tranche of Notes shaléiiher
case subject to being indemnified and/or securets teatisfaction), institute such proceedings ragjahe
Issuer as it may think fit or, as the case mayabéa{ may be required or directed to institutertforce any
obligation, condition or provision binding on ttestier under the relevant Notes or under the TrestiD

No Noteholder or Couponholder shall be entitlednistitute proceedings directly against the Issuer o
against any assets of the Issuer to enforce itgsiop respect of Notes issued by the Issuer urless
Trustee, having become bound to proceed as spkeibeve, fails to do so within a reasonable time an
such failure is continuing.
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(d) Definitions:

“Authority” means the Gas and Electricity Markets Authorityhar Office of Gas and Electricity Markets,
as applicable, or a successor to either of them.

“Independent Financial Adviserineans a financial adviser appointed by the Isaneérapproved by the
Trustee (such approval not to be unreasonably withlor delayed) or, if the Issuer shall not have
appointed such an adviser within 21 days after inéreg aware of the occurrence of a RestructuringnEve
and the Trustee is indemnified and/or secured gosittisfaction, appointed by the Trustee following
consultation with the Issuer.

“Rating Agency”means Standard & Poor’s Ratings Services, a divisf the McGraw-Hill Companies,
Inc. or any of its subsidiaries and their successwrMoody's Investors Service Limited or any of it
subsidiaries and their successors or Fitch Ratiimg#ed or any of its subsidiaries and their susces or
any rating agency substituted for any of them (or permitted substitute of them) by the Issuer ftome
to time with the prior written approval of the Ttes.

A “Rating Downgrade”shall be deemed to have occurred in respect ok&lrReuring Event if, within 60
days of the occurrence of a Restructuring Eveng thting assigned to the long-term unsecured,
unguaranteed and unsubordinated debt obligatiotiseofssuer for the time being by any Rating Agency
(and where any rating by such Rating Agency ishatitvitation of the Issuer) immediately prior teet
announcement of such Restructuring Event is withdrar reduced from an investment grade rating
(BBB-/Baa3, or their respective equivalents for tinge being, or better) to a non-investment grading
(BB+/Bal, or their respective equivalents for tineet being, or worse) or, if the rating assigneth®long-
term unsecured, unguaranteed and unsubordinatédbledations of the Issuer immediately prior taisu
Restructuring Event is below investment grade @scidbed above), the rating is lowered one fuihgat
category (from BB+/Bal to BB/Ba2 or such similawéring) and, in either case, if the Rating Agency
making the Rating Downgrade announces or publichfioms, or informs the Trustee in writing, thatth
Rating Downgrade was the result, in whole or int,pafrany event or circumstance comprised in csiRg

as a result of the applicable Restructuring Event.

A “Relevant Subsidiary’means a subsidiary (within the meaning of sec#8f of the Companies Act
1985) whose assets are included in the calculafidwjusted Regulated Asset Value.

“Restructuring Event’'means the occurrence of any of the following escent

0] (A) the Authority giving the Issuer and or aRglevant Subsidiary written notice of any revoaatio
or termination of its GT Licence or (B) the Isswgreeing in writing with the Authority to any
revocation or surrender of its GT Licence or (Cy lgislation (whether primary or subordinate) is
enacted terminating or revoking its GT Licence,eptdn any such case in circumstances where a
licence or licences on substantially no less fazbler terms is or are granted to the Issuer or a
wholly owned Relevant Subsidiary of the Issuer amdhe case of such Relevant Subsidiary, at the
time of such grant it either executes in favourttoé Trustee an unconditional and irrevocable
guarantee in respect of the Notes in such fornh@§ tustee may approve (such approval not to be
unreasonably withheld or delayed) or becomes timegpy obligor under the Notes; or

(i)  any material rights, benefits or obligationsder its GT Licence or any material terms of the GT
Licence are modified (whether or not with the caris# the Issuer and whether pursuant to the Gas
Act 1986 or otherwise but excluding an adjustmenfptices) or any other material consents,
licences or authorisations are revoked unless irexthrs of the Issuer have certified in good faith
to the Trustee that: (A) the modified terms andditions would not have a material adverse effect
on the Issuer; or (B) any such revocation wouldhaste a material adverse effect on the Issuer; or

(i)  any legislation (whether primary or subordiepis enacted removing, reducing or qualifyingany
material way the duties or powers of the SecrepfiState (or any successor) and/or the Authority
(including without limitation any such legislatisemoving, reducing or qualifying such duties or
powers under or pursuant to the Gas Act and theglgrfect) unless two directors of the Issuer have
certified in good faith to the Trustee that suameeal, reduction or qualification of any such dstie
or powers would not have a material adverse effedhe Issuer.
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12. Covenants

The Issuer has undertaken for the benefit of thest€e thatinter alia, for so long as any Note remains
Outstanding:

(@ it will not change the nature of its busindssuich change in business is not in compliance itsth
obligations under its GT Licence;

(b) it will operate its business in accordance W8HGT Licence and it will not transfer its GT kiuce;

(c) it will provide to the Trustee within 60 dayallbwing 31 March and 30 September in each year a
certificate signed by two directors of the Issuatisg its Regulated Asset Ratio;

(d) it will, for at least two days of each fiscadar, repay in full any Working Capital Facility amdll
provide to the Trustee within 60 days following #red of the fiscal year a certificate in respect of
that fiscal year, signed by either the chief finahofficer or chief operating officer (or an
equivalent officer replacing either of them) of tlssuer verifying that all drawdowns under any
Working Capital Facility during the relevant fisgaar were used during the relevant fiscal year for
the purposes described in the definition of “Wogkapital Facility” and not for any other purpose;

(e) it will not, directly or indirectly, make anyifribution unless (i) the certificate referred ito
paragraph (c) above confirms that the Regulate@tARatio is not greater than 0.775:1 and (ii) the
Regulated Asset Ratio following the payment of sDatribution would not be greater than 0.775:1
(and will not put in place alternative arrangemetite purpose of which is intended to circumvent
any such limitation on the limitation on the paymehDistributions);

® it will not incur further Financial Indebtedreesf the Regulated Asset Ratio would be greaten tha
0.775:1 (adjusted on pro formabasis to take account of the proposed incurrencdf further
Financial Indebtedness);

(g) it will comply with a hedging policy containinthe following provisions (as more particularly
described in the Trust Deed):

0] all non-sterling interest bearing debt will idly hedged into sterling (or the then currency
of the United Kingdom of Great Britain and Northéreland); and

(i)  a minimum of 75 per cent. of its debt will (&) fixed rate, (B) index-linked or (C) hedged
so that the interest exposure of the Issuer iefiked rate or index- linked:;

(h) it will give notice to the Trustee of (i) laayment under the Notes; (ii) the occurrence of a
Restructuring Event; (iii) the occurrence of a RgtDowngrade; and (iv) the occurrence of an
Event of Default; and

0] it will use its reasonable endeavours to mamgn investment grade rating in respect of itgyton
term unsecured, unguaranteed and unsubordinat¢dllefations.

For the purpose of these Terms and Conditions:

“Adjusted Regulated Asset Valueh a given date is the regulated asset value attdbto the Issuer for
such date as last determined and notified to teeetsby the Authority at the most recent regulatory
review, adjusted for interpolation and out-turnlatibn to be included by the Authority since thesno
recent determination or (if this is not availalkdegertified estimate signed by two Directors of tbsuer,
plus any adjustments relating to under/over spehtistal expenditure.

“Affiliate” means a Subsidiary or a Holding Company of a peos@ny other Subsidiary of that Holding
Company.

“Associate” means:

(&) any person who has a Controlling Interest jmraember of the SGN Group; or
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(b)  any person who is Controlled by a member of38&N Group,
and in each case, any Affiliate of such person.

“Control” of one person by another person means that tlee @tihether directly or indirectly and whether
by the ownership of share capital, the possesdiontmg power, contract or otherwise and whethzing
alone or in concert with another or others) haspbwer to appoint and/or remove the majority of the
members of the governing body of that person oereitse controls or has the power to control theiedf
and policies of that person (and references to t@bed” and “Controlling” shall be construed
accordingly).

“Distribution” means any payments (including any payments ofildigtons, dividends, bonus issues,
return of capital, interest or principal (by wayle&n or repayment of any loan or otherwise)) @stcor in

kind) to any Associate or Affiliate other than pambs made to such persons pursuant to arrangements
(excluding, for the avoidance of doubt, loans frAssociates or Affiliates) entered into on termsless
favourable to the Issuer than on a bona fide atem'gth basis in the ordinary and usual course efatpon

of its business.

“Financial Indebtedness”shall mean any present or future indebtedness tfi@hebeing principal,
premium, interest or other amounts) for or in respé

(@) moneys borrowed (excluding the first £25 milliof outstanding drawings made by each Issuer
under any Working Capital Facility); or

(b) any notes, bonds, debentures, debenture stoak, stock or other debt securities (evidencing
moneys borrowed or raised) offered, issued oridigied whether by way of public offer, private
placing, acquisition consideration or otherwise amether issued for cash or in whole or in part or
for a consideration other than cash; or

(c) the amount of any liability in respect of amase or hire purchase contract which would beeddeat
in accordance with applicable GAAP as a financedear

(d) anyamount raised by the issue of redeemalleeshor

(e) the amount of any liability in respect of anyagantee or indemnity given in respect of any ef th
items referred to in paragraphs (a) to (d) abowe, o

® any amounts drawn under any documentary, aaoeptor standby letter of credit facility; or

(g) receivables sold or discounted (otherwise thraa non-recourse basis); or

(h)  the acquisition cost of any asset to the expayable after its acquisition or possession bypérgy
liable where the deferred payment is arranged pifiyras a method of raising finance or financing
the acquisition of that asset; or

() any other transaction (including any forwardesar purchase agreement) which has the commercial
effect of a borrowing (other than any trade crediindemnity granted in the ordinary course of

trading and upon terms usual for such trade); or

0) any counter-indemnity obligation that has beeopayable in respect of any guarantee, indemnity,
bond, letter of credit or any other instrument é&bby a bank or financial institution; or

(k)  accretions to the notional amount by indexattbany index-linked hedging transaction;
but excluding:
(1) any present or future, actual or contingeniility arising in connection with any derivative

or hedging transaction (including any terminatia@ympent due or mark-to-market position
under any such transaction); or
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(i)  any notes, bonds, debentures, debenture stoak, stock or other indebtedness held by its
shareholder or the shareholders of SGN.

“Holding Company” means a holding company within the meaning ofieect36 of the Companies Act
1985.

“Net Financial Indebtedness”’means the aggregate principal amount outstandisgy adjusted for
indexation, where applicable) of Financial Indebist of the Issuer (as the case may be) minusatash
cash equivalents (including cash balances on arguats of the Issuer).

“Overspend Allowance’means amounts in respect of capital expendituck capitalised replacement
expenditure overspends which may be included incideulation of Adjusted Regulated Asset Value
provided that two directors of the Issuer have aifya certificate confirming in good faith that:

0] such capital and capitalised replacement exiperedoverspends have been incurred efficiently;

(i) the Issuer has made the Authority aware of #mounts, the nature and the reason for such
overspend, and why the Issuer believes the ovedspenbe efficiently incurred expenditure
appropriate for inclusion in the Issuer's Regulatsset Value at the immediately following
regulatory review;

(iii)  the directors or officers of the Issuer hawat received any indication from appropriately auibed
personnel of the Authority either orally or in vimg that it is highly unlikely (in the reasonable
opinion of the directors so certifying) that thetAority will include such capital and capitalised
replacement expenditure overspends in the IssuRepulated Asset Value at the immediately
following regulatory review; and

(iv) the Issuer expects the Authority to includesaich capital and capitalised replacement experalit
overspends in the Issuer’s Regulated Asset Valtleeammediately following regulatory review.

“Regulated Asset Ratioat each 31 March and 30 September or such otheradiavhich a calculation is
required to be made, means the ratio of the Tatald® Financial Indebtedness to Adjusted Regulated
Asset Value.

“Regulated Asset Valuefmeans the regulated asset value attributed tdstuer as last determined and
notified to the Issuer by the Authority at the mastent regulatory review.

“Senior Debt Obligations’means Financial Indebtedness of the Issuer rargdmigpassuwith (or senior
to) the Notes.

“SGN Group” means the Issuers and Scotia Gas Networks Limited.

“Subsidiary” means (a) a subsidiary within the meaning of ercii36 of the Companies Act 1985; and (b)
unless the context otherwise required, a subsidiagertaking within the meaning of section 258 t
Companies Act 1985.

“Total Senior Financial Indebtednessheans the aggregate principal amount outstandis@djusted for
indexation, where applicable) of Senior Debt Ollmas of the Issuer minus cash or cash equivalents
(including cash balances on any accounts of thels

“Working Capital Facility” means any financing facility used for working ¢appurposes only and drawn
only to the extent required to fund any cash shtntéquirement related to the ongoing operatidnthe
Issuer (and, for the avoidance of doubt, may noud®d for any other purpose such as funding (ig4on
term assets, (ii) capital expenditure needs orratipenditures which would result in an additiorthie
Regulated Asset Value of the Issuer, (iii) payméntsespect of Financial Indebtedness, (iv) paymamt
respect of derivative transactions or (v) to maiributions).
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13. Meetings of Noteholders and Modifications

(&) Meetings of Noteholders: The Trust Deed contains provisions for conveningetings of the
Noteholders to consider any matter affecting tirgirests, including the modification of Notes, @ons

or any of the provisions of the Trust Deed, the WgyeAgreement and any other document to which the
Trustee is a party. Any modification may be madsaifictioned by a resolution passed at a meetittgeof
relevant Noteholders duly convened and held inraleswe with the Trust Deed by a majority of nosles
than three-quarters of the votes cast (an “Extinarg Resolution”) at such meeting. Such a meatiay

be convened by the Trustee or the Issuer, andlshalbnvened by the Issuer upon the request imgyraf
Noteholders holding not less than one-tenth in namamount of the relevant Notes for the time being
Outstanding.

The Trust Deed provides that where more than oaeche of Notes is Outstanding:

() matters which the Trustee in its absolute @ison determines affect the Noteholders of one
Tranche of Notes only shall be transacted at araspaneeting of the Noteholders of such Tranche
and an Extraordinary Resolution passed at suchimgegiall be deemed to have been duly passed;

(i)  matters which the Trustee in its absolute ddton determines affect the Noteholders of moenth
one Tranche of Notes but do not give rise to almrdf interest between the Noteholders of such
Tranches of Notes shall be transacted at a singkting of the Noteholders of all such Tranches of
Notes and an Extraordinary Resolution passed &t sweeting shall be deemed to have been duly
passed;

(i)  matters which the Trustee in its absolutecdition determines affect the Noteholders of mbent
one Tranche of Notes and give rise to a conflictimérest between the Noteholders of such
Tranches of Notes shall be transacted at separgtngs of the Noteholders of each such Tranche
and an Extraordinary Resolution shall be deemdaat® been duly passed only if passed at each
such separate meeting;

(iv) references in paragraphs (i) to (iii) above“tatters” include the passing or rejection of any
resolution.

The quorum at any meeting convened to vote on dra@xlinary Resolution will be one or more persons
holding or representing not less than 50 per dantominal amount of the relevant Notes for theetim
being Outstanding or, at any adjourned meeting,anmore persons being or representing Noteholders,
whatever the nominal amount of the relevant Notekl lor represented, provided however, that any
Extraordinary Resolution proposed to approve anythaf following matters (each a “Basic Terms
Madification”): any modification which would havéné effect of (i) amending the dates of maturity or
redemption of Notes or any date for payment ofrggeon any Tranche of Notes, (ii) modifying, reidge
cancelling or rescheduling the nominal amount chmmy premium payable on redemption of, any Tranche
of Notes, (iii) modifying, reducing, cancelling aescheduling the rate or rates of interest in reispeany
Tranche of Notes or varying the method or basisatifulating the rate or rates or amount of inteoeshe
basis for calculating any Interest Amount in respgcany Tranche of Notes (iv) if a Minimum andfr
Maximum Rate of Interest is shown on the face ofeoreducing any such Minimum and/or Maximum
Rate of Interest, (v) varying any method of calto@ the Final Redemption Amount, the Early
Redemption Amount or the Optional Redemption Amam(vi) altering the currency of payment of any
particular Tranche of Notes, (vii) removing or @@phg the Trustee; or (viii) an alteration of (A)et
definition of Basic Terms Modification, (B) the qumn or majority required to effect a Basic Terms
Madification or (C) the quorum or majority requirezlpass an Extraordinary Resolution (all as furtes

out in the Trust Deed) may be sanctioned only byEatraordinary Resolution passed at a meeting of
Noteholders of the relevant Tranche of Notes athione or more persons holding or representindesst
than three-quarters or, at any adjourned meeting;cuiarter in nominal amount of the Outstandingeslot
form a quorum. Any Extraordinary Resolution dulysgad at any such meeting shall be binding on all th
relevant Noteholders and Couponholders whetheeptes not.

In addition, a resolution in writing signed by an behalf of all Noteholders who for the time bemg
entitled to receive notice of a meeting of Noteleoddunder the Trust Deed will take effect as virdre an
Extraordinary Resolution. Such a resolution in wgtmay be contained in one document or several
documents in the same form, each signed by or lbalbef one or more Noteholders.
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(b) Modification

Subject as set out below and in the Trust DeedTthstee may from time to time without the consant
the Noteholders, the Couponholders or the Talordislédgree to any modification to the Trust Deed,
Notes, Coupons, Talons or any of the other Traima&iocuments if, in the Trustee’s opinion:

0] it is not materially prejudicial to the intetsof the Noteholders of any Tranche; or
(i)  itis made to correct a manifest error or fsadormal, minor or technical nature.

Any such modification shall be binding on the Tagstthe Issuer, the Noteholders, , the Couponhslder
and the Talonholders and, unless the Trustee agtkeswise, any such modification shall be notifted
Noteholders as soon as practicable thereaftercordance with Condition 1@otices)

(c) Waiver of breach and determination

Subject as set out below and in the Trust DeedJthstee may, from time to time, without the corisan
the Noteholders, the Couponholders or the Talordnsid

0] authorise or waive, on any terms and subjectrtg conditions which it considers appropriate, any
proposed breach or breach of the Trust Deed, tegamt Tranche of Notes, the Coupons or the
Talons or any of the other Transaction Documents; o

(i)  determine that any event that would otherwisastitute an Event of Default shall not, or stmall
subject to specified conditions, be treated as farctine purposes of the Trust Deed,

provided that, in the Trustee’'s opinion, it will thbe materially prejudicial to the interests of the
Noteholders of any Tranche.

Any such authorisation, waiver or determination lishee binding on the Trustee, the lIssuer, the
Noteholders the Couponholders and the Talonholdeds unless the Trustee agrees otherwise, any such
modification shall be notified to Noteholders aersas practicable thereafter in accordance withdition

16 (Notices)

The Trustee shall not exercise any power confeoredt by this Condition 13 in contravention of any
express direction by an Extraordinary Resolutiontted affected Tranche of Noteholders or of all
Noteholders (as the case may be) or of a requegtiting made by the holders of not less than 2&ceet.

in aggregate Principal Amount Outstanding of sughnthe or (as the case may be) all Notes then
Outstanding.

The Trustee shall be entitled to take into accofantthe purposes of exercising or performing aawer,
right, trust, authority, duty or discretion underio relation to Notesinter alia, any confirmation by any
Rating Agency that the then current rating by itthef Notes would not be downgraded, withdrawn or
qualified by such exercise or performance.

14. Replacement of Notes, Certificates, Coupons@ifalons

If a Note, Certificate, Coupon or Talon is lospleh, mutilated, defaced or destroyed, it may ipaced
subject to applicable laws, regulations and stoathange or other relevant authority regulationghat
specified office of the Principal Paying Agent {ire case of Bearer Notes, Coupons or Talons) attteof
Registrar (in the case of Certificates) or sucteotPaying Agent or Transfer Agent, as the case beagps
may from time to time be designated by the Issaetife purpose and notice of whose designatioiveng

to Noteholders, in each case on payment by thenalati of the fees and costs incurred in connection
therewith and on such terms as to evidence, sgami indemnity (which may providater alia, that if

the allegedly lost, stolen or destroyed Note, @eatie, Coupon or Talon is subsequently presented f
payment or, as the case may be, for exchange firefuCoupons, there shall be paid to the Issuer on
demand the amount payable by the Issuer in resgfestich Notes, Certificates, Coupons or further
Coupons) and otherwise as the Issuer may requingilatéd or defaced Notes, Certificates, Coupons or
Talons must be surrendered before replacementbaviisued.
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15. Further Issues

The Issuer may from time to time without the corseinthe Noteholders or Couponholders create and
issue further Notes having the same terms and tionslias the Notes (save for the amount and déteeof
first payment of interest thereon) and so thatstme shall be consolidated and form a single Seiites
such Notes, and references in these Terms and @worsdio “Notes” shall be construed accordingly
provided always that the Regulated Asset Ratilefissuer (calculated onpao formabasis following the
issuance of such further Notes) would not be grehts 0.775:1.

16. Notices

Notices to the holders of Registered Notes shalimiaéled to them at their respective addresses én th
Register and deemed to have been given on thehfaeekday (being a day other than a Saturday or a
Sunday) after the date of mailing. Notices to tlkdérs of Bearer Notes shall be valid if publislired
daily newspaper of general circulation in Londorhigh is expected to be tHénancial Timek If any
such publication is not practicable notice shallvadidly given if published in another leading d¢ail
English language newspaper with general circulatioBurope. Any such notice shall be deemed to have
been given on the date of such publication oruiflished more than once or on different datesherdate

of the first publication as provided above.

A copy of each notice given in accordance with thandition 16 shall be provided to each of the Rati
Agencies.

The Trustee may approve some other method of givatige to the Noteholders or any class of thenmif,
its opinion, such other method is reasonable haxémgrd to market practice then prevailing andhi® t
requirements of the stock exchange on which Nategheen listed and provided that notice of sucleioth
method is given to the Noteholders in such mana¢hea Trustee shall require, and further provided $o
long as Notes are listed on the stock exchangetendiles of that exchange so require, such noticel
always be published in a leading newspaper havemgi@l circulation in London (which is expected&
the Financial Time} or, if this is not practicable in the opinion #fe Trustee in another appropriate
newspaper having general circulation in London jnesty approved in writing by the Trustee.

For so long as any Note is represented by a Gldbt# or a Global Certificate and such Global Nate o
Global Certificate is held on behalf of a cleargygtem, notices to the holders of Notes or Ceatifis of
that Tranche may be given by delivery of the rehf¢veotice to that clearing system for communicatign

it to entitled accountholders in substitution farbpication as required by this Condition or by dety of

the relevant notice to the holder of the GlobaleéNat Global Certificate and, in addition, for sadcas any
Notes are listed on the stock exchange and the afléhe stock exchange or other relevant autheoty
require, such notices shall be published in acearelavith requirements of the stock exchange orrothe
relevant authority. Such notices shall be deemdabi® been received by the Noteholders on the flay o
delivery to such clearing systems.

Couponholders shall be deemed for all purposeste Imotice of the contents of any notice giverht® t
holders of Bearer Notes in accordance with thisdRan.

17. Currency Indemnity

Any amount received or recovered in a currency rothan the currency in which payment under the
relevant Note or Coupon is due (whether as a re§uttr of the enforcement of, a judgement or omfex
court of any jurisdiction, in the winding-up or sidution of the Issuer or otherwise) to any Notdkolor
Couponholder in respect of any sum expressed tdueto it from the Issuer shall only constitute a
discharge to the Issuer to the extent of the amioutite currency of payment under the relevant Note
Coupon that the recipient is able to purchase with amount so received or recovered in that other
currency on the date of that receipt or recovery ifat is not practicable to make that purchasetioat
date, on the first date on which it is practicall@o so). If the amount received or recovereess than
the amount expressed to be due to the recipiergrumay Note or Coupon, the Issuer shall indemrify i
against any loss sustained by it as a result. yreaant, the Issuer shall indemnify the recipiegdiast the
cost of making any such purchase. For the purpofahis Condition, it shall be sufficient for the
Noteholder or Couponholder, as the case may bégnmnstrate that it would have suffered a lossédmad
actual purchase been made. These indemnities wdasti separate and independent obligation from the
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Issuer’s other obligations, shall give rise to pasate and independent cause of action, shall apply
irrespective of any indulgence granted by any Naltdgr or Couponholder and shall continue in futcto

and effect despite any other judgement order, ctaiproof for a liquidated amount in respect of aoyn

due under any Note or Coupon or any other judgewreotder.

18. Governing Law and Jurisdiction

(&) Governing Law: The Trust Deed, Notes, Coupons, Talons (if amfl the other Transaction
Documents and any non-contractual obligationsragisut of or in connection with the Trust Deed, &t
Coupons, Talons (if any) and the other Transadilonuments are governed by, and shall be construed i
accordance with English law.

(b) Jurisdiction: Each of the Issuers irrevocably agrees that tluete of England are to have exclusive
jurisdiction to settle any disputes which may axsé of or in connection with the Trust Deed, anytés,
Coupons or Talons and any non-contractual obligatarising out of or in connection with the Trusted,
Notes, Coupons or Talons (if any) and accordingly Eegal action or proceedings arising out of or in
connection with the Trust Deed, any Notes, Coupmn$alons (“Proceedings”) may be brought in such
courts. Each of the Issuers irrevocably submitthéoexclusive jurisdiction of such courts and waie@y
objection to Proceedings in such courts, on thargitaf venue or on the ground that the Proceediage
been brought in an inconvenient forum. These sutioris are made for the benefit of the Trustee acH e
of the holders of Notes, Coupons and Talons and slod affect the right of any of them to take
Proceedings in any other court of competent juctgahi nor shall the taking of Proceedings in onenore
jurisdictions preclude the taking of Proceedingariy other jurisdiction (whether concurrently ot)no

(c) Appointment of process agercotland Gas Networks plc hereby appoints Scota Setworks
Limited, whose registered office is at St Lawrehtmise, Station Approach, Horley, Surrey RH6 9HJ to
accept service of any Proceedings in the Englisints@n its behalf and in the event of its ceasin¢o act
will appoint such other person as the Trustee m@yave and as Scotland Gas Networks plc may
nominate in writing to the Trustee for the purpo$accepting service of process on its behalf igl&md.
Nothing in these Terms and Conditions shall affeetright to serve process in any other manner itexdn

by law.

(d) Third Party RightsNo person shall have any right to enforce any terrondition of the Notes or the
Trust Deed under the Contracts (Rights of Thirdi€sx Act 1999.
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SUMMARY OF PROVISIONS RELATING TO THE NOTES WHILE | N GLOBAL FORM

Any reference in this section to “applicable Findérms” shall be deemed to include a reference to
“applicable Pricing Supplement” where relevant.

Initial Issue of Notes

If the Global Notes or Global Certificates are atain the applicable Final Terms to be issued ilNNG
form or to be held in the NSS as applicable, @ytill be delivered on or prior to the originasie date

of the Tranche to a Common Safekeeper and (iiydlevant clearing systems will be notified whetber
not such Global Notes or Global Certificates arerided to be held in a manner which would allow
Eurosystem eligibility. Depositing the Global NotasGlobal Certificates with the Common Safekeeper
does not necessarily mean that the Notes will begresed as eligible collateral for Eurosystem ntarye
policy and intra-day credit operations by the Eystam either upon issue, or at any or all timesndur
their life. Such recognition will depend upon satision of the Eurosystem eligibility criteria.

Global Notes which are issued in CGN form and dl@extificates which are not to be held in the NSS
may be delivered on or prior to the original isda¢e of the Tranche to a Common Depositary.

If the Global Note is a CGN or the Global Certifieds not to be held in the NSS, upon the initgbaksit

of the Global Note with a common depositary for &lear and Clearstream, Luxembourg (the “Common
Depositary”) or registration of Registered Notes the name of any nominee for Euroclear and
Clearstream, Luxembourg and delivery of the retat®lobal Certificate to the Common Depositary,
Euroclear or Clearstream, Luxembourg will creditreaubscriber with a nominal amount of Notes e¢pial
the nominal amount thereof for which it has sulisatiand paid. If the Global Note is an NGN, dh#é
Global Certificate is held in the NSS, the nomiaadount of the relevant Notes shall be the aggregate
amount from time to time entered in the recordEwfoclear or Clearstream, Luxembourg. The recofds o
such clearing system shall be conclusive evidericdhe nominal amount of Notes represented by the
Global Note or the Global Certificate, as the aasg be, and a statement issued by such clearitensy
any time shall be conclusive evidence of the rezofdhe relevant clearing system at that time.

Notes that are initially deposited with the Commidepositary may also be credited (if indicated ie th
applicable Final Terms) to the accounts of subscsilwith other clearing systems through direchdirect
accounts with Euroclear and Clearstream, Luxembbetd by such other clearing systems. Conversely,
Notes that are initially deposited with any othkracing system may similarly be credited to thecaots

of subscribers with Euroclear, Clearstream, Luxeimbar other clearing systems.

Relationship of Accountholders with Clearing Systers

Each of the persons shown in the records of Eumoclélearstream, Luxembourg or any other clearing
system as the holder of a Note represented by baGMote or a Global Certificate must look soleby t
Euroclear, Clearstream, Luxembourg or such cleasygjem (as the case may be) for his share of each
payment made by the relevant Issuer to the bedrsuah Global Note or the holder of the underlying
Registered Notes, as the case may be, and inoreliatiall other rights arising under the Global ésobr
Global Certificates, subject to and in accordandé whe respective rules and procedures of Euroclea
Clearstream, Luxembourg or such clearing systenth@sase may be). Such persons shall have no claim
directly against the relevant Issuer in respegbafments due on the Notes for so long as the Nokes
represented by such relevant Global Note or Gl@aatificate and such obligations of the Issuer bél
discharged by payment to the bearer of such GIidb& or the holder of the underlying Registereddspt

as the case may be, in respect of each amounido pa

Exchange
Temporary Global Notes

Each Temporary Global Note will be exchangeablkes of charge to the holder, on or after its Excleang
Date:

0] if the applicable Final Terms indicate that IsuGlobal Note is issued in a transaction to which
TEFRA is not applicable (as to which, see “Summafrthe Programme-Selling Restrictions”), in
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whole, but not in part, for the Definitive Notesfided and described below; and

(i)  otherwise, in whole or in part upon certifizat as to non-U.S. beneficial ownership in the faeh
out in the Agency Agreement for interests in a Reremt Global Note or, if so provided in the
applicable Final Terms, for Definitive Notes

Permanent Global Notes and Global Certificates —dBange Event

Each Permanent Global Note and each Global Certfievill be exchangeable, free of charge to the
holder, in whole but not, in part, for Definitiveobés and Individual Certificates, respectively:

(1) if an Event of Default (as defined in Conditidd (Events of Defaul}) has occurred and is
continuing;

(2) if the Permanent Global Note or Global Ceréfi, as the case may be, is held on behalf of
Euroclear or Clearstream, Luxembourg or any othearing system and any such clearing system is
closed for business for a continuous period of dysdother than by reason of holiday, statutory or
otherwise) or announces an intention permanentlge@se business or in fact does so and no
alternative clearing system satisfactory to thestea is available; or

(3) if as a result of any amendment to, or changié laws or regulation of the United Kingdom (or
any political sub division thereof) or of any autitytherein or thereof having power to tax orliret
interpretation by a revenue authority or a courinathe administration of such laws or regulations
which becomes effective on or after the Issue Dthie relevant Issuer or any Paying Agent is or
will be required to make any withholding or dedantifrom any payment in respect of the Notes
which would not be required if the Notes were ifirdgve form.

Delivery of Notes

If the Global Note is a CGN, on or after any dugedfr exchange, the holder of a Global Note may
surrender such Global Note or, in the case of @igbaxchange, present it for endorsement to dhéo
order of the Principal Paying Agent. In exchangeafoy Global Note, or the part thereof to be exdeal

the Issuer will (i) in the case of a Temporary Globlote exchangeable for a Permanent Global Note,
deliver, or procure the delivery of, a Permanerab@l Note in an aggregate nominal amount equdldb t
of the whole or that part of a Temporary Global é&Nthat is being exchanged or, in the case of a
subsequent exchange, endorse, or procure the enuzms of, a Permanent Global Note to reflect such
exchange or (ii) in the case of a Global Note ergeable for Definitive Notes (in the circumstances
described in the section entitled “Exchange” abowdy), deliver, or procure the delivery of, an elqua
aggregate nominal amount of duly executed and atitla¢ed Definitive Notes and/or Certificates as th
case may be or if the Global Note is an NGN, theveat Issuer will procure that details of suchhege

be enteregro rata in the records of the relevant clearing systemthla Prospectus, “Definitive Notes”
means, in relation to any Global Note, the defimitBearer Notes for which such Global Note may be
exchanged (if appropriate, having attached to taérCoupons in respect of interest that has neaaly
been paid on the Global Note and a Talon). DefiaitNotes will be security printed in accordancehwit
any applicable legal and stock exchange requiresnentor substantially in the form set out in the
Schedules to the Trust Deed. On exchange in futboh Permanent Global Note, the relevant Issuér wi
if the holder so requests, procure that it is chedeand returned to the holder together with thlevant
Definitive Notes.

Exchange Date

“Exchange Date”means, in relation to a Temporary Global Note, dbg falling after the expiry of 40
days after its issue date and, in relation to an@aent Global Note, a day falling not fewer thardé@s, or

in the case of failure to pay principal in respeteny Notes when due 30 days, after that on witieh
notice requiring exchange is given and on whichkbaare open for business in the city in which the
specified office of the Principal Paying Agent ezdted and in the city in which the relevant clegvri
system is located.
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Amendment to the Terms and Conditions

The Temporary Global Notes, Permanent Global Netes$ Global Certificates contain provisions that
apply to the Notes that they represent, some ofhwhiodify the effect of the Terms and Conditionshef
Notes set out in this Prospectus. The following simmary of certain of those provisions:

Payments

No payment falling due after the Exchange Date béllmade on any Global Note unless exchange for an
interest in a Permanent Global Note or for DefiitNotes is improperly withheld or refused. Payraamt
any Temporary Global Note issued in compliance withD Rules before the Exchange Date will only be
made against presentation of certification as to-dd. beneficial ownership in the form set outtie
Agency Agreement. All payments in respect of Natgzresented by a Global Note in CGN form will be
made against presentation for endorsement ana féither payment falls to be made in respect ef th
Notes, surrender of that Global Note to or to thaeo of the Principal Paying Agent or such otheyilRa
Agent as shall have been notified to the Notehslder such purpose. If the Global Note is a CGN, a
record of each payment so made will be endorsesboh Global Note, which endorsement will be prima-
facie evidence that such payment has been madsyrect of the Notes. If the Global Note is an NG,
Issuer shall procure that details of each such payishall be enterqato ratain the records of the relevant
clearing system and in the case of payments otimah the nominal amount of the Notes recordeth@
records of the relevant clearing system and reptedeby the Global Note will be reduced accordingly
Payments under the NGN will be made to its hol@ach payment so made will discharge the Issuer’s
obligations in respect thereof. Any failure to malke entries in the records of the relevant cleasiystem
shall not affect such discharge.

All payments in respect of Notes represented byoba Certificate will be made to, or to the ordérthe
person whose name is entered on the Register alabee of business on the record date which sleathé
Clearing System Business Day immediately priohtodate for payment, where Clearing System Business
Day means each Monday, Tuesday, Wednesday, Thuasdblyriday except 25 December and 1 January.

Cancellation

Cancellation of any Note represented by a Perma@lital Note or of any Note represented by a Global
Certificate that is required by the Terms and Cuols to be cancelled (other than upon its redemipti
will be effected by reduction in the nominal amouwfitthe relevant Permanent Global Note or Global
Certificate.

Purchase

Notes represented by a Permanent Global Note asNejpresented by a Global Certificate may only be
purchased by the Issuers or any of their respestiNgsidiaries if they are purchased together with t
rights to receive all future payments of interésréon.

Issuer’'s Option

Any option of the relevant Issuer provided for lire fTerms and Conditions of any Notes while sucheblot
are represented by a Permanent Global Note or ®lplal Certificate shall be exercised by the retva
Issuer giving notice to the Noteholders within tirae limits set out in and containing the infornoati
required by the Terms and Conditions, except thatrtotice shall not be required to contain theakeri
numbers of Notes drawn in the case of a partialotse of an option and accordingly no drawing otééo
shall be required. In the event that any optiothefrelevant Issuer is exercised in respect of Smmeot
all of the Notes of any Series, the rights of aatbalders with a clearing system in respect of Nlwées
will be governed by the standard procedures of &lean, Clearstream, Luxembourg or any other clgarin
system (as the case may be).

NGN nominal amount
Where the Global Note is an NGN, the Issuer shatyre that any exchange, payment, cancellation,

exercise of any option or any right under the Nao&ssthe case may be, in addition to the circunsstanet
out above shall be entered in the records of thevaet clearing systems and upon any such entngbei
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made, in respect of payments of principal, the mamamount of the Notes represented by such Global
Note shall be adjusted accordingly.
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USE OF PROCEEDS

The net proceeds from the issue of Notes will lexlus/ each Issuer for general corporate purposes.
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BUSINESS DESCRIPTION
DESCRIPTION OF THE ISSUERS

Southern GN was incorporated in England and Waile3®June 2004 as Blackwater G Limited under the
Companies Act 1985 with the registration number/P4. as a private company with limited liability. |
changed its name to Southern Gas Networks Limited dune 2005 and converted to a public limited
company on 28 September 2005.

Scotland GN was incorporated in Scotland on 26 leelyr 2004 as Blackwater SC A Limited under the
Companies Act 1985 with the registration number GI0B5 as a private company with limited liabilitty.
changed its name to Scotland Gas Networks Limited dune 2005 and converted to a public limited
company on 29 September 2005.

Business Description

The principal activities of the Issuers are thengportation of gas and the ownership, operation and
development of the gas transportation network &ir tespective areas of operation. Southern GNadpgr

in the south of England in an area which includesltondon boroughs to the south of the River Thames
and covering Milton Keynes in the north, Dover fire teast and Lyme Regis in the west. Scotland GN
operates in the whole of Scotland.

Industry Overview

The UK is the largest gas market in Western Eurdpe. current gas industry structure resulted frben t
privatisation of British Gas in 1986 and its suhssg restructuring into competitive production auigply
businesses and a regulated gas transportationelsgsin

The gas transportation system in Great Britain (&) Scotland and Wales) comprises the NTS, which
consists of approximately 4,200 miles of high puesgipelines and 26 compressor stations, conrgetiin
eight lower pressure regional distribution netwofidstribution networks”) and third party indepesd
systems for onward transportation of gas to finstemers. The NTS receives gas from Britain’s seven
coastal terminals, nine major storage sites (inotyadne LNG site located at a strategic positionttom
NTS), two small onshore fields and two major imptan terminals. It is connected to Europe via
interconnectors and pipelines owned by third psrtfer example, the Bacton/Zeebrugge interconnector
connects the NTS with continental Europe, allowoth the import and export of gas.

Gas Transportation

Each Issuer receives gas from the NTS from “Oftdkevhich are exit points at which gas flows frone t
NTS into a DN. The Issuers currently have 30 offtakstallations. The gas is then transported to
approximately 4 million (in the case of Southern)@NXd 1.8 million (in the case of Scotland GN) dypp
points via pipelines, mains and service pipes. [Esaers have approximately 3,000 kilometres of high
pressure transmission pipelines and 74,000 kilesewf distribution mains. The Offtakes contain
instrumentation and telemetry equipment to enadfieote monitoring and control of the gas flows. Each
Issuer generally owns the Offtake sites in its gaplyic area of operation and the majority of trepeimted
equipment, including equipment for filtration, psase management, measurement and odorisation of gas
The Issuers are responsible for the control offigasat the Offtakes in their respective areas.

From each Offtake, gas enters a high pressure {‘dRtribution system which consists of a netwofk o
steel pipes. The HP distribution system operates\iray that enables the pressure to be increasedest

of low demand and reduced at times of high demknain here, pressure regulating installations reduce
the gas pressure before it is carried through terrirediate pressure (“IP”) system to major townd an
some large industrial consumers. IP governors éarteduce the gas pressure before it enters a mediu
pressure system of mains and services and is d¢amte smaller towns and villages. Finally, a low
pressure network of pipes carries gas in the magilyh populated areas and enters the consumer’s
premises. The assets of the Issuers encompasomimglete pipe network in their respective areas of
operation from the Offtakes to the emergency contabve, which is located immediately before the ga
meter in the consumer’s premises.
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The customers of the Issuers comprise “shippersivfiom they transport gas either to consumersiat th
party pipeline systems. The level of revenue thay tre received by each of the Issuers from thelgugbp
services is governed by the Price Control (seevb&bo more detail). This takes into account, amotiger
factors, an assessment of each Issuer’s operaistg, capital expenditure and cost of capital.

Operation and Development of the Gas Transportdietworks

As the volume of gas conveyed through the pipe otviluctuates during the course of the day, it is
critical that the Issuers are able to maintain ggsply to all parts of the system under peak |demhand
condition. Under their GT Licences, the Issuersratpiired to ensure that their networks are ablaeet

the volume of demand from customers in its regioa period of 24 hours which would not be expetted

be exceeded more than once in 20 years known &s2Q* peak day demand. The annual process by
which the networks are designed to meet thesenagents is known as network planning. Sophistitate
computer simulation techniques and network modhesch are validated through comparisons with actual
pressures experienced during peak demand in wameérdemand forecasting techniques, are used to aid
network planning.

Each Issuer is responsible for the safe and dfficiemote daily operation of its gas transportagstem,
including diurnal storage facilities catering faiilg variation in local demand (through flow confrmw
pressure storage and pressure management) anid ceotsitoring equipment.

Each Issuer is also responsible for the constnuctieplacement and maintenance of network assets in
network. Each Issuer has an iron mains risk progrann place which aims to reduce the risk of an
incident, focussing on replacing iron mains withypthylene pipes. The replacement work, as weliras
construction work, is carried out by employeeshaf tssuers and contractors following industry stadd
procedures and gas safety management frameworkitéance work is carried out by trained engineers
and such work includes provision of a “24/7” resporservice to alarms and faults on the plant and
equipment.

Each Issuer has an obligation to provide a contislyostaffed national free telephone number for lwse
the public in the event of a gas escape or emeygératiowing receipt of a call, the relevant Issigr
responsible for dispatching its emergency engineeedtend to any reported gas escape within spdcif
timescales. The time taken from receipt of an gemry call to attending the site is closely moritband
reported against specified standards to the HSE thadAuthority. The Issuers currently outsource
operation of the call handling service to NGG unaeervice agreement (see “Service Agreements with
NGG” below).

Following the Acquisitions, the Issuers entere@ iathumber of new service agreements (“NSAs”) with
NGG in order to provide continuity of operationsidér the NSAs, various services were provided. Each
Issuer also outsourced various corporate suppoviceeactivities to SSE in order to benefit froneith
expertise and synergies.

Service Agreements with NGG

The emergency call handling service to receivescathm the public, provide appropriate advice and
instruct responses is the only remaining serviceagent with NGG.

Service Agreements with SSE

Each Issuer has entered into a managed serviceeragnt with SSE (the “MSAs”) under which SSE
provides certain corporate advisory, consultanay smpervisory services for a fixed annual fee. €hes
agreements provide the Issuers with access torteflectual property associated with the specified
consultancy services.

In addition, certain corporate services are actyadirformed by SSE individuals pursuant to the MSAs

ensuring that the Issuers receive synergy benfefita SSE’s existing infrastructure. These serviaes
provided on an open book basis.
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Transfer of Group Relief

As wholly owned subsidiaries of SGN, the Issuert winder current UK tax legislation, be able tobfit
from “group relief’. This legislation allows fohé surrender of tax losses incurred by one groupbee
company against the taxable profits of the sameumteg period earned by another group member
company. In the case of SGN and the Issuersijsthiisely to apply to tax losses generated with{BNsin
respect of payments of interest on shareholder. debt

It is intended that to the extent that SGN hassa for tax purposes in any particular accountingoge
that loss will, as far as possible, be surrendéedffset against the taxable profits of eachhef lssuers.

In relation to such surrenders of losses, it ishferrintended that payment will be made by thedsstio
SGN for the losses so surrendered at an amourvagnt to the amount of tax saved by the Issueis as
result of the loss surrender.

Amounts paid for the surrender of losses will béhee tax deductible for the Issuers nor taxable¢hia
hands of SGN.

It is anticipated that payments will be made toncme with the normal due dates for payment of
corporation tax by the Issuers. This may include payment for group relief by way of instalmerds (
dates equivalent to the corporation tax instalmeaggme). In such cases, the group relief (andtedl
payments) will be calculated based on the antiegbdevels of taxable profits and losses arisinghi
Issuers and SGN. To the extent that the finallyeadrprofits and losses differ from the anticipated
amounts, further group relief payments may be requby the Issuers or monies may be refundable by
SGN (in the event that the level of losses is lothan anticipated).

REGULATORY FRAMEWORK

The supply, transportation and shipping of gas meaB Britain are the subject of the licensing and
regulatory regime of the Gas Act 1986 (as amen{&fs Act”), the Utilities Act 2000 and the Energy
Act.

The Gas Act 1986 (as amended)

Pursuant to the Gas Act, the Issuers are oblig€d thevelop and maintain an efficient and econahic
pipeline system; (ii) subject to (i), comply witmyareasonable request, where economical to dooso, t
connect premises or other pipeline systems toydtem and convey gas by means of that system; (iii)
facilitate competition in the supply of gas; ang) @void undue discrimination or undue preferemcéhie
connection of premises or other pipelines or intéiens on which it undertakes the conveyance of lgas
addition, the Issuers are subject to certain obbiga in respect of connections as further desdriiggow.

The GT Licences

The Gas Act requires gas transporters (includirgl$isuers) to obtain a GT Licence. The Issuerh eac
hold a GT Licence and are bound by the conditimmtained therein. The GT Licences control the Issue
pricing methodologies (see below), services andopaance standards. The GT Licence provisions can
only be changed in accordance with the Gas Act.

Key Aspects of the GT Licences

Under each GT Licence, each Issuer is required to:

° comply with and operate in accordance with itslG&Ence;

° take all appropriate steps to ensure that it raaistat all times an investment grade credit rating

) not make distributions to affiliates or relateddartakings in certain credit rating downgrade
scenarios;
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° certify to the Authority that it is compliant wittertain key aspects of its GT Licence before n@kin
any dividend/other form of distribution;

° act in a manner calculated to secure that it héficient management, financial or operational
resources to enable it to carry on its transpantabusiness and comply with its obligations untker i
GT Licence and such of its obligations under thes @at as may apply to its transportation
business;

° annually certify to the Authority that it has dafént financial and operational resources and
facilities to enable it to carry on its transpadatbusiness for a period of 12 months from the dat
of the certificate;

° procure from each shareholder, as its ultimatdrotber, and provide to the Authority a legally
enforceable undertaking in its favour that it amg¢t person which is a subsidiary of, or controlled
by, such ultimate controller will not cause it teach any obligations under the Gas Act or the GT
Licence;

° submit cost and revenue reporting informatiorh® Authority annually and to notify the Authority
immediately if there is an error in the informatjorovided or in the calculations is identified; and

° have in place corporate governance and assurancedares to ensure that information collected
and reported to the Authority is in all materiapests correct, complete and provided timely. This
includes a requirement for them to keep these geraents and systems under review and to allow
the Authority to review these from time to timeaiocordance with current GT Licence conditions.

Under each GT Licence, each Issuer is restrictad:fr

° conducting any business other than (i) transportabusiness; (ii) metering or meter reading
business; and (iii) a de minimis amount of non-4gortation business;

° disposing of, or relinquishing operational contveér, any transportation assets;
° creating any security or other form of encumbrasrcendertaking any indebtedness or entering into
any guarantee or any obligation otherwise thano@)an arm’s length basis; (i) on normal

commercial terms; and (iii) for a permitted purpose

° transferring, leasing, licensing or lending anynsasset, right or benefit to any affiliate or teth
undertaking other than in accordance with the teshits GT Licence;

° entering into any agreement or incurring any cotmant incorporating a cross-default obligation;
and
° giving cross-subsidies to, or receiving cross slidss from, any affiliates or related undertaking.

In certain circumstances, written consent can bmieéd from the Authority by each Issuer to, for
example, incur indebtedness or enter into crosauttebbligations, notwithstanding the restrictionsts
GT Licence.

Enforcement

In enforcing the conditions of the GT Licences atttkbr obligations imposed by the Gas Act, the Aritho
can make legally enforceable orders, which mayuthelmonetary penalties, requiring compliance and
which, if breached, could result in liability in Mages to third parties or, ultimately, revocatiénhe GT
Licences. The maximum monetary penalty that cannfgsed is 10 per cent. of the turnover of the
relevant Issuer.

Uniform Network Code

The Issuers are party to the Uniform Network COtNC”) along with the other DNs and shippers. The
UNC determines transportation arrangements betweeiparties, some functions of which are facildate
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by Xoserve Limited (“Xoserve”), such as supply ga@dministration services. Xoserve is currenthyned
jointly by the Issuers and the other DNs (includd@G).

PRICE CONTROL

Price controls are established by agreement betibeeAuthority and the Issuers, the current RIIOI{GD
price control (“GDI”) commenced on 1 April 2013 ands to 31 March 2021. RIIO means the following:
Revenue equals Incentives plus Innovation plusutsipThe Issuers are subject to the Current Control
(HGDlH).

Allowed Revenue

In general terms, the Issuers’ annual regulatedmes is derived from the following principal “buihd
blocks™:

° a return on each Issuer’s regulatory asset vdlRA\(") which is calculated as the regulatory
weighted average cost of capital (“WACC") multigliby the estimated average RAV for the year.
During the Current Control, all distribution netier(including the Issuers) are allowed to earn an
annual post-tax real return on RAV which, at A@d14, is 3.74 per cent. based on the relevant
prevailing indexed cost of debt;

° an allowance for the set proportion of total opiara costs (“totex”) deemed to be operating
expenditure;

° a symmetrical reward or penalty for actual perfance achieved by the Issuer across a number of
licence incentive mechanisms including leakagearstomer service;

° the Issuers’ prescribed rates, NTS Exit capa@sts; plus Issuers’ GT Licence fees and other pass
through costs; and

° regulatory depreciation and pension funding costs.

The cost of equity and gearing are fixed over fhbteyears at 6.7 per cent. (post tax real) angdeés=ent.
respectively. However, the return will vary eactarydue to the arrangements for funding the coslebt
which will be based on the iBoxx ten year trailisigerage each year. This element is funded on tagre-
real basis which for 2014/15 is 2.72 per cent. TiNes an overall “vanilla” WACC of 4.1 per centitlas
described above, this may be subject to cost of fiisdiuations during the eight year period. Thgufies
described in “Allowed Revenue” above are adjustadRPI in the UK, as determined by the Office for
National Statistics (a UK government agency resiibm$or deriving national statistics).

Regulated Asset Value

Both Issuers were allocated a RAV associated wiir trespective distribution assets prior to Networ
Sale in 2005 as determined by the Authority. Faemgining allowed revenue, a RAV was established by
the Authority for the Current Control which is refl forward based on regulatory depreciation and the
annual capitalisation rate applicable to the redpeaeplacement, operational and capital expenglitu
categories.

The RAV will be retrospectively updated annuallyséd on actual totex expenditure and the Issuers
understand Ofgem will publish this periodically. 84 March 2014 the RAV of Southern GN was
estimated to be £3,368 million, and the RAV of Sl GN was estimated to be £1,514 million.

Demand Forecasting

Demand forecasts are used to establish the levedmifal expenditure required to meet the peak déma
loads (consistent with the Issuers’ licence outghligations to have sufficient capacity to meet peak
demand condition which may be expected to occue ancevery 20 years). The Issuers either employ
directly, or secure under contract, qualified perss to prepare the demand forecasts that arereefby

the Issuers.
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Collected Revenues

Each Issuer's maximum allowed revenue is dependeah a number of factors that are not known in
advance, for example, the capacity required frostaruers. Therefore, the maximum allowed annual
revenue is not known until the end of the relevasiod. However, transportation tariffs are setaon
prospective basis based on forecast variables;taalacollected revenue in any one year may diffem

the maximum allowed annual revenue. Differencewden the maximum allowed annual revenue and the
collected revenue are carried forward two regujagears, with an adjustment for interest.

Non Formula Revenues

Revenues for some services are not regulated byribe control formula. These include, for example,
third party charges for certain metering servicesvided and for the maintenance of an interconmecto
Separately, the GT Licences restrict the extenthicch the Issuers can engage in activities thatnate
related to gas transportation to no more than 2r5cpnt. of each Issuer’s turnover, unless theviacis
deemed to be within the definition of “permittedpose” or the Authority otherwise consents.

Updates regarding GDI

A number of updates from the previous price costt@ve been addressed in the Current Control. These
are as follows:

° widening the scope of benchmarking in settingvedlioces and rewarding frontier performance;

° dealing with all controllable overspends and urgemds through the introduction of a strong Totex
Incentive Mechanism, introducing symmetric shafigerformance with customers;

° matching outputs required under the licence wighdhmarked allowed expenditure;

° removing most annual output targets and replasittgyear eight objectives;

° continuation of previous decisions to base almalbtallowed revenue on capacity and not
throughput;

° continuation of pension principles;

° pass through of shrinkage gas and NTS EXxit prices;

° introduction and continuation of several incergive
° leakage levels;
° innovation funding;
° customer service performance;
° discretionary rewards for sustainable developmemtd
° exit capacity performance;
° dealing with uncertain costs via price controlpeers and revenue adjustments:
° Traffic Management Act costs;
° connection of new large loads;
° Smart Metering programme roll out;
° changes to tax rules; and

65



° site security costs; and
° moving from a five year to an eight year contretipd.

On the whole, the Issuers believe that these clzahgee provided a much higher degree of regulatory
transparency.

COMPETITION LAW
The Authority has concurrent powers with other tatgus who have taken over the responsibilitiethef

Office of Fair Trading, including the Competitiomch Markets Authority (“CMA”) and the Financial
conduct Authority to:

° prevent or prosecute anti-competitive practicethanatural gas sector under the Competition Act
1998;
° declare an agreement to be anti-competitive and thull and void and can also impose financial

penalties of up to 10 per cent. of turnover onimgfing undertakings. The Competition Act 1998
prohibits agreements which may prevent, restriatistort competition within the UK and the abuse
of a dominant position in a market in the UK; and

° make a reference to the CMA where there are reddergrounds for suspecting anti-competitive
behaviour but there has been no obvious breadtegbrtohibitions under the Competition Act 1998.
Should the CMA decide that there has been an ashedffect on competition, it has the power to
take action to remedy, mitigate or terminate thie @mpetitive activity.

CONNECTIONS

The Gas Act and the GT Licences impose duties enlgbuers in relation to gas connections. These
include the duty to provide connections to premigkere it is economical to do so. For premises iwi#t3
metres of a main, the Issuers are obliged to carpremises and provide and install assets necefwary
the connection of the premises. The Issuers cargelfar providing this service although they muay p
the costs of installing the first 10 metres of pip¢he public highway for domestic connections.

The Issuers are subject to standards of performanetation to gas connections under the Gas (firats

of Performance) Regulations 2005 (as amended)ren@T Licences. Under the GT Licences, the Issuers
are required to meet a 90 per cent. performancelatd. These include target deadlines in respettieof
provision of quotations, accuracy of quotationsnptetion of connections, replies to land enquides
provision of dates for commencement and complaifomorks. Where standards of performance under the
Gas (Standards of Performance) Regulations 200&r(@nded) are not met, the Issuers must make a
payment to the affected party, subject to certai@ngptions. The Issuers must also provide a scheme
through which customers can challenge the accuvfguotations, and, in the event that an Issuer has
provided an inaccurate quotation, it must adjustdharge to the amount due under an accurate gumotat
There is also an obligation to provide specifiedirmction information to the Authority and undertake
annual audits in respect of the provision of cotinacservices.

STANDARDS OF SERVICE

In addition to the connections standards of serdiescribed above, the Gas (Standards of Performance
Regulations 2005 (as amended) require the Issoengét predefined targets in respect of the retsboraf
domestic customers’ supplies after an unplannedrrimtion, reinstatement works and provision of
alternative heating and cooking facilities to pitypcustomers, advance notice of planned interomgstiand
responding to complaints. Failure to meet thesedsitals results in the Issuers making a paymerfigo t
affected party. For all Guaranteed Standards dbAeance failures, further payments are requiredfty
delay in making the initial payment.

The GT Licences also require the Issuers (in 97cpat. of cases) to attend an uncontrolled or otat

gas escape or gas emergency within one or two hiasgectively. They are also required to meehuer
standards of performance when responding to tetepballs.
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In October 2008 a compulsory Energy Ombudsman seheas introduced for all energy networks and
supply companies. Under the scheme, dissatisfisthmers can turn to the Ombudsman where the ISsuers
own complaint procedure has failed to find a muyuahtisfactory resolution. With the exception of
complaints in respect of connections costs (seeggltbe findings of the Ombudsman are final and can
require the Issuers to take a number of actionstwbduld include making compensation payments.

Under GDI a new Customer Service mechanism waedntred into the GT Licences. This provides an
incentive to the licensee to improve Customer feafion with the services provided under its licenc
minimise complaints and manage its response to,sadd, increase effective engagement with
Stakeholders. This is a symmetric mechanism rewgrdietworks for improved performance and
penalising when standards fall.

METERING AND METER READING SERVICES

The GT Licences include an obligation to complyhwétny reasonable request by a supplier to provide a
domestic gas meter. The GT Licences provide detéitertain terms that must be provided by thediss

to a supplier before attending to a request from gtipplier in relation to metering and meter regdin
services. These terms relate to the date by whietsérvices shall be provided, the charges to tobguel
such other detailed terms in respect of the sesvieguired as are appropriate for the purpose ®f th
agreement.

The Issuers are required to prepare statementsgsetit the basis upon which charges for meteringad
services will be made and information relating @ tother terms to enable any supplier to make a
reasonable estimate of the charges he would belabte for and the other terms likely to have a eniat
impact on his business. The statements must includgehedule of charges for the services and an
explanation of the methods by which and the priesipn which such charges will be calculated. Copfe
the statements must be provided to the Authoribe TEsuers must also provide copies of such statsme
to any suppliers on request, but they may makeaagehfor this based on the Authority’s estimate of
reasonable costs of providing such a statemertcdordance with the provision within their respeztGT
Licences, the Issuers have been granted conséhe#yuthority which relieves them of the majoritiytbe
meter reading obligations for non-daily meteredpbypoints.

The charges for the provision of certain meterieryises are currently capped by the Authority.
HEALTH AND SAFETY REGULATION
Gas Safety Management Regulations 1996

The Gas Safety Management Regulations 1996 areecuedt with the safe management of natural gas
flow through pipelines supplying customers and negthe Issuers to operate in accordance with etysaf
case which has been accepted by the HSE.

The Issuers are required to keep their safety cages-date and review them at least once evemethr
years. Any proposed material changes must be aatbptthe HSE.

The Issuers have combined their safety cases wétlsingle document and management system, although
for legal purposes they remain as separate sadsBsc The latest version of the combined safety vas
accepted by HSE in March 2011, which included nigte@hanges to in respect of revised emergency
management and gas interruption arrangements. dlety £ases have subsequently been reviewed and
updated for non-material changes in September a6duly 2013.

The Pipelines Safety Regulations 1996

The Issuers are required to comply with the requéngts of the Pipelines Safety Regulations 1996¢hvhi
place a number of obligations on pipeline operatioalating to safety in the design, construction,
installation, operation, maintenance and decomon#sg of pipelines.

A significant proportion of the Issuers’ networksne constructed from cast iron and ductile irore HSE

and the gas industry have identified that thesespgre at risk of failure and could result in hdras
conditions should a gas escape occur. In 20118t undertook a review of the programme to repice
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risk iron mains and a new 3 tier approach was implged from April 2013, which places greater
emphasis on replacing mains that present the gtaadk (Tier 1). Annual workloads are set to achithe
replacement of all Tier 1 mains by 2032.

Public Reported Gas Escapes

Each Issuer is obliged to provide certain emergeecyices under the Gas Act and under its GT Lieémc
the event of a gas leak occurring in its transpiorianetwork and to provide a first response inglient of
a gas leak occurring in the NTS within its areamération.

There is no government statute that indemnifiedsbeers from claims that might result from losses to
actions or inactions by the Issuers in respondinggis escapes. Failure to comply with the relekaatth
and safety legislation can result in fines andfaminal charges in addition to claims for lossesnir
affected third parties.
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MANAGEMENT

The Boards of Directors of Southern GN and Scotl@Nicomprise the same members. The Directors of
each Issuer and their principal activities outsfdeGroup are as follows:

Name Position Principal Outside Activities
Gregor Alexander Director Finance Director, SSE plc
Natalie Flageul Director Director of Metering fo8E plc
Robert McDonald Director Managing Director, Corporate and Business Serates
SSE plc
John McManus Director Senior Advisor, Borealis dstructure
James McPhillimy Director Managing Director, Entésp, SSE plc
Sebastien Sherman Director Executive Managing BireBorealis Infrastructure
Olivia Steedman Director Vice President (Head of Asset Management), Ontario
Teachers’ Pension Plan Board
Paul Jeffery Non-executive  Non-executive Director of UK Power Networks
Director
Graham Juggins g_on-executive Former Director of Human Resources at SSE plc
irector

The business address of the Directors and the rsemaoagement team is St Lawrence House, Station
Approach, Horley, Surrey RH6 9HJ.

Each of the executive Directors is an employee shareholder or an affiliate of a shareholder oNSG
Conflicts of interest may arise for the directorfstioe Issuers who are also directors of or hold a
management position with SSE plc in respect of enattelating to the Service Agreements entered into
with SSE plc (see “Business Description — Servigeegments” for further details). To avoid any abag
control of the Issuers in such circumstances, lizeeholders of SGN have entered into the Sharetsdlde
Agreement governing the exercise of their right$S@®N where such a conflict of interest arises dred t
Directors in respect of which a conflict of interasises are obliged to declare such conflict térest and
exclude themselves from the relevant discussidwssat the date of this Prospectus, other thansadodied
above, the Directors do not have any other cosfliftinterest between any duties to the Issuerdtaeid
private interests or other duties.

Answering directly to the Board is John Morea, Chirecutive Officer, who is supported by Chris Btpo
Chief Financial Officer and an executive managertesain.

John Morea, Chief Executive Officer

John Morea joined SGN as Chief Operating OfficeMay 2005 from SSE plc where he was Director of
Distribution having responsibility for their eleicity distribution and transmission assets. Jobcaine the
first Chief Executive Officer of SGN in 2008 andshhad extensive experience of energy networks,
managing business change and delivering signifitaptovements in business efficiency while ensuring
safe operation. John has over 30 years’ experieftben the utility sector and is a member of thetitute

of Engineering and Technology and a companion ef lifstitute of Gas Engineers and Managers
(“IGEM"). John is an incorporate engineer and hotd8Sc (Hons) and an MBA. He is also a non-
executive director of Associated British Ports.

Chris Brook, Chief Financial Officer

Chris Brook joined SGN in September 2008 as Chieéifrcial Officer. He spent the previous 11 years
with United Utilities where he was Finance DirectdrUnited Utilities Contract Solutions between 300
and 2007, the business responsible for all infaastre non-regulated activities. From 2007, Chwés
Finance Director of United Utilities Water plc, thegulated water business, before joining SGN.is0hra
Chartered Accountant having trained and qualifiéi Wouche Ross.
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Below the CEO, there is a combined senior manageteam which is responsible for managing the
operations of the business of both Issuers. Betad as follows:

Gary Barnes, Director of Corporate Services

Gary Barnes joined SGN in 2008. His previous rodesvisroup Safety, Health & Environment Manager in
SSE, where his responsibilities included definimgl amplementing SHE strategy and ensuring that an
effective management system was maintained andemggited. Prior to that, he was responsible for
process safety in gas storage and power genenatiS®E. He joined SSE from SWALEC Gas in 2000,
where he held the post of gas safety manager. Blenember of IGEM and the Institute of Directors.

Paul Denniff, Network Director

Paul Denniff is a chartered mechanical and gasheegiand fellow of both the Institution of Mechaaiic
Engineers (“IMechE”") and IGEM. He joined Britista&in 1990 having worked for the Central Electyicit
Generating Board and AMEC beforehand. He has athwveéknowledge and experience in running a gas
network covering transmission and distribution agiens, including strategic network planning, ogieres
planning, asset management, procurement and cbmtratagement and change management. He was
appointed the role of Director of Customer Senacel Engineering Support when SGN was formed in
2005. Paul was appointed as Network Director ie 2208. As well as undertaking the role of Network
Director, he is also delivering a programme to ienpént the new regulatory framework within the
business. He has an MBA and is a council andgeustember of IGEM.

Denis Kerby, Director of Corporate Communications

Denis Kerby joined the energy industry in 1981.w#es Southern Electric’s Investor and Media Relation
manager before moving to Scotland to take on tihe fay SSE. He joined SGN in August 2008 and is
responsible for media relations, external and irtkecommunications, social media and public affdits

is a qualified Company Secretary and a membereofGSA.

John Lobban, Managing Director, Scotland

John Lobban is a Chartered Gas Engineer who jddngigh Gas in 1983. He has extensive experience i
gas distribution including: Network Planning, Cootiens, Commercial, Contract Management and
Engineering Operations. He also undertook the asléGas Distribution Network Sales Implementation
Manager (Scotland) during the network sale profress NGG. He has extensive experience in managing
business change and delivering significant efficieimprovements. John is a Chartered member of the
IGEM, and a member of the Institute of Directors.

Andrew Quail, Director of Development and Technolog

Andrew Qualil joined SGN in November 2008. He hasvimusly worked within a number of external
organisations including; Centrica, BT, Capgeminin€dting, Tata Consulting, The Foreign and
Commonwealth Office and Thompson Travel (TUI). tées overseen the successful delivery of SGN’s
Back Office replacement as well as being part efithtial setup of SGN, where he was the Programme
Manager for SGN’'s Front Office Managed Services eggnent (“FOMSA”) migration from NGG on
behalf of TCS. Andrew was appointed as IT DireatdBeptember 2010.

Peter Webster, Director of Operations (Southern)

Peter Webster joined Southern GN in July 2005 fr8®E plc where he was Head of Operations
(Southern). He has extensive experience of eldgtrigistribution, managing business change and
delivering significant improvements in businesscafhcy. He has twice taken distribution compari@s
the efficiency frontier with Southern Electric i®99 and SSE plc in 2004. Peter has over 30 years'’
experience within the electricity industry and toldn honours degree in Electrical and Electronic
Engineering. He is a companion of IGEM.

Kirsty Richardson, Head of Employee Communicationand Engagement

Kirsty Richardson joined working in communicaticarsd latterly on the National Grid sale processlunti
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2005. Kirsty is responsible for strategic commuti@g culture and behaviour change, employee
engagement and reward and recognition. Prior td 268e worked with a number of external companies
including Serco plc and PSA. She graduated fromiddapniversity with an MSc in Multimedia
Technology and a BA (hons) in Business Studies. iSkeequalified practitioner in change management
(APMG) and PPA, and is a member of the Chartereddgament Institute.

Steve Piggott, Group Head of HR

Steve joined the energy industry in 1981 as a gradimainee with a BA in Economics. He held a numbe
of managerial posts with Southern Electric and 88 before joining SGN as Head of HR in May 2008.
His responsibilities include running the nationabatiating and consultation bodies, HR policy, pHyr
and industrial relations.

Mike Bedford, Director of Financial Operations

Mike Bedford joined British Gas in 1988 and is aa@tkred Management Accountant. After joining NGG
(formerly Transco) in 1995 he held roles within lbddroup Finance and NGG Central Finance with
specific responsibilities for investment policy gordviding financial support to the executive magragnt
team, including key strategic initiatives. He veasnember of the SGN Price Control Team for both the
Current Control (RI1O) and the previous Control (BCR1). He has a BSc (Hons) in Computer Studies.

As at the date of this Prospectus, the above-meedicCEO, CFO and senior management team do not
have any potential conflicts of interest between duties to the Issuers and their private intereststher
duties.

EMPLOYEES

As at 31 March 2014, Southern GN had 855 full teqeivalent employees and Scotland GN had 571 full
time equivalent employees. These figures refleetriumber of employees of the Issuers and not those
directly employed by any other member of the Grdapaddition to this, another Group company (SGN
Contracting Ltd) had 2,194 full time equivalent éayees who provide services to the Issuers.

MATERIAL CONTRACTS

Save as described below, no contract (other thatvamis entered into in the ordinary course of ress)
have been entered into which could result in anynber of the Group being under an obligation or
entitlement that is material to each Issuer’s ghit meet its obligation to holders of the Notes:

(@ Interest Rate Swap Positions

In August 2004, on reaching agreement to buy theels from NGG, SGN entered into, on behalf of each
Issuer, various interest rate swap transactions ‘@riginal Swaps”) to hedge against the risk of UK
interest rates increasing prior to the completibrthe permanent refinancing of the Acquisitions.eTh
Original Swaps were novated to the Issuers withceffrom 4 October 2005, and were effectively abse
out by transacting offsetting swaps (the “Mirror&ps”) at the time of pricing the bonds which wessued

to refinance the business.

The effect of the Original Swaps was to fix theeraf interest payable by each Issuer in respeet of
substantial portion of their respective anticipadetit obligations over an average period of appnaiely

15 years at rates of interest prevalent in the Witkat in August 2004. Since UK interest ratesifelthe
period between August 2004 and completion of SGdamanent refinancing in October 2005, these
Original Swaps were out-of-the-money to the Isswarthe time of the refinancing. By transacting the
Mirror Swaps, this out-of-the-money position becafimed and the resultant cost will be payable by th
Issuers over the remaining life of each swap trendmportantly, however, it should be noted tha th
Issuers were able to fund their debt obligationthatlower interest rates prevailing in October 260d
the benefit of so doing more than offsets the liighinder the net Swaps position.

The amount that each Issuer would be required ydgéor receive from) the counterparty to thesefsv

on a net present value basis changes daily, reftechovements in the UK interest rates. Since, as
described above, the Swaps provide a hedge poditamuld be potentially misleading to state a pamn
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time approximation of value which may be materigifferent from that at the time that Notes areiésb
under the Programme.

(b) Revolving Credit Facility Agreements and EIB Finae Contracts

On 29 July 2014, Southern GN entered into an amkade restated credit facility agreement
with certain banks in an aggregate amount of £2Bllomand Scotland GN entered into an amended and
restated credit facility agreement with the sanmekban an aggregate amount of £100 million.

In addition:

0]
(i)
(i)
(iv)
(v)
(vi)
(vii)

on 20 September 2010, Southern GN entered&ant50,000,000 Finance Contract with
the European Investment Bank (the “EIB");

on 20 September 2010, Scotland GN entered anfY5,000,000 Finance Contract with
the EIB;

on 23 February 2011, Southern GN entered a£50,000,000 Finance Contract with the
EIB;

on 23 February 2011, Scotland GN entered infi25,000,000 Finance Contract with the
EIB;

on 9 March 2012, Scotland GN entered into a,@30,000 Finance Contract with the
EIB;

on 14 October 2014, Southern GN entered inf3@0,000,000 Finance Contract with the
EIB; and

on 14 October 2014, Scotland GN entered a#100,000,000 Finance Contract with the
EIB.
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UNITED KINGDOM TAXATION

The following is a general description certain UKthkolding obligations and reporting requirements
relating to the Notes based on current United Komgdtax law and HM Revenue & Customs practice
(which may not be binding on HM Revenue & Custamssat the date of this Prospectus. It does not
purport to be a complete analysis of all tax coasidions relating to the Notes. It relates to thasigion of
persons who are the absolute beneficial ownersaédNand some aspects do not apply to certainetass
of taxpayer (such as dealers and beneficial owmédrs are, or who are EU permanent establishments of,
EU associated companies of the Issuer and/or Nédeh®who are connected with the Issuer for relévan
tax purposes). Prospective Noteholders who mayubgeet to tax in a jurisdiction other than the UK o
who may be unsure as to their tax position shoeék$heir own professional advice.

UK Withholding Tax on UK source interest

The Notes will constitute “quoted Eurobonds” withire meaning of section 987 of the Income Tax Act
2007 (the “Act”) as long as they are and contirabé listed on a “recognised stock exchange” within
meaning of section 1005 of the Act. In the cas®ofes to be traded on the London Stock Exchange,
which is a recognised stock exchange, this conditil be satisfied if the Notes are admitted wiifig on

the Official List of the UK Listing Authority andbttrading on the London Stock Exchange. Accorgingl
payments of interest on the Notes may be withotlthwiding on account of UK income tax provided the
Notes remain so listed at the time of payment.

In other cases an amount must be withheld on atafudK income tax at the basic rate (currently20
cent.), subject to any direction to the contrary application to HM Revenue & Customs under an
applicable double taxation treaty, and except that withholding obligation is disapplied (the “UK
Reasonable Belief Exemption”) in respect of payméotNoteholders where the Issuer reasonably lesliev
that the person beneficially entitled to the incameespect of which the payment is made is eithelK
resident company or a non UK resident company tagrgn a trade in the UK through a permanent
establishment which is within the charge to UK aogtion tax, or falls within various categoriesagimg

a special tax status (including charities and menginds), or are partnerships consisting of sustsqns
(unless, in each case, HM Revenue & Customs diotetswise).

Interest on Notes may also be paid without withimgjcon account of UK income tax when the maturity
date of the Notes is less than 365 days from the dhissue and the Notes are not issued under
arrangements the effect of which is to render ddotes part of a borrowing with a total term of ayer
more.

Provision of Information by United Kingdom Paying Agent

HM Revenue & Customs has powers to obtain inforomaéind documents relating to Notes, including in
relation to issues of and other transactions ineBlointerest, payments treated as interest and othe
payments derived from Notes. This may include ttetai the beneficial owners of the Notes, of the
persons for whom Notes are held and of the persoméiom payments derived from Notes are or may be
paid. Information may be obtained from a rangpeasons including persons who effect or are a party
such transactions on behalf of others, registracs administrators of such transactions, the regidte
holders of Notes, persons who make, receive oeatiled to receive payments derived from Notes and
persons by or through whom interest and paymeettdd as interest are paid or credited. Information
obtained by HM Revenue & Customs may be providedstauthorities in other jurisdictions.

See also the section entitled “European Union S$gviincome Directive” below which describes
obligations to provide reports of or withhold tawrh payments of savings income under Council Divect
2003/48/EC.

European Union Savings Tax Directive
Under Council Directive 2003/48/EC on the taxat@nsavings income, Member States are required to
provide to the tax authorities of other Member &tatletails of certain payments of interest or simil

income paid or secured by a person established\teraber State to or for the benefit of an individua
resident in another Member State or certain limitgets of entities established in another MembateSt
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On 24 March 2014, the Council of the European Uraotopted a Council Directive amending and
broadening the scope of the requirements descabede. Member States are required to apply these n
requirements from 1 January 2017. The changesexjiland the range of payments covered by the
Directive, in particular to include additional tgpef income payable on securities. The Directiitalso
apply a “look through approach” to payments made cértain persons, entities or legal arrangements
(including trusts and partnerships), where certainditions are satisfied, where an individual restdn a
Member State is regarded as the beneficial ownéneopayment for the purposes of the DirectiveisTh
approach may in some cases apply where the peestity or arrangement is established or effectively
managed outside of the European Union.

For a transitional period, Austria and Luxembourg @stead required (unless during such period they
elect otherwise) to operate a withholding tax itatien to such payments. Luxembourg has announced
that it will no longer apply the withholding taxstgm as from 1 January 2015 and will then commence
automatic information exchange under the DirectiMee transitional period will end after agreement o
exchange of information is reached between theiUcartain non-EU states.

A number of non-EU countries and territories, inlahg Switzerland, have adopted equivalent measures
(a withholding system in the case of Switzerland).

The proposed financial transactions tax (“FTT")

On 14 February 2013, the European Commission fdais proposal (the “Commission’s Proposal”) for a
Directive for a common FTT in Belgium, Germany, dfsa, Greece, Spain, France, Italy, Austria,
Portugal, Slovenia and Slovakia (the “participatvigmber States”).

The Commission’s Proposal has very broad scopecanttl, if introduced, apply to certain dealings in
Notes (including secondary market transactiongkgittain circumstances. The issuance and subscripfio
Notes should, however, be exempt.

Under the Commission’s Proposal the FTT could applertain circumstances to persons both withith an
outside of the participating Member States. Gehgritlwould apply to certain dealings in Notes what
least one party is a financial institution, andegtst one party is established in a participatingmitder
State. A financial institution may be, or be deerteete, “established” in a participating MembertSia a
broad range of circumstances, including (a) bydaating with a person established in a particigatin
Member State or (b) where the financial instrumehich is subject to the dealings is issued in a
participating Member State.

A joint statement issued in May 2014 by ten of #leven participating Member States indicated an
intention to implement the FTT progressively, subht it would initially apply to shares and certain
derivatives, with this initial implementation ocamg by 1 January 2016. The FTT, as initially
implemented on this basis, may not apply to dealinghe Notes.

The FTT proposal remains subject to negotiatiorwben the participating Member States. It may
therefore be altered prior to any implementatioddifional EU Member States may decide to parti@pat

Prospective holders of Notes are advised to seskdivn professional advice in relation to the FTT.
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SUBSCRIPTION AND SALE
Summary of Programme Agreement

Subject to the terms and on the conditions condkinéhe Programme Agreement dated 17 October 2014
(the “Programme Agreement”) between the Issuels,Pitogramme Dealers and the Arranger, the Notes
will be offered on a continuous basis by the Issuerthe Programme Dealers. However, each Issiger ha
reserved the right to sell Notes directly on itsmdvehalf to Dealers that are not Programme Dealérs.
Notes may be resold at prevailing market pricesatqurices related thereto, at the time of suchleess
determined by the relevant Dealer. The Notes msxyla¢ sold by the Issuers through the Dealersicpat
agent of the relevant Issuer. The Programme Agreeaiso provides for Notes to be issued in synditat
Tranches that are jointly and severally underwritby two or more Dealers. If Notes are admitted to
trading on the Regulated Market of the London Stegkhange, the minimum subscription size shall be
£100,000. Notes will be issued in a minimum denatiom of not less than €100,000 or the equivalent i
any other currency on the relevant Issue Date asedgbetween the relevant Issuer and the relevant
Dealer(s) (provided always that Notes issued impeusterling will be issued in a minimum denomiorti

of £100,000) and in such amounts that are equivaterat least €100,000 at the date of issue. Subjec
thereto, Notes will be issued in such denominatemsnay be specified in the applicable Final Tefons

in the case of Exempt Notes, the applicable Pri€ngplement), subject to compliance with all aggiie
legal and/or regulatory and/or central bank reguets.

If an Issuer accepts an offer to purchase Noteelation a syndicated transaction, the terms of arch
agreement between the Issuer and two or more Besthatl be set out in a subscription agreemeran If
Issuer accepts an offer to purchase Notes in oaldt a non-syndicated transaction, the relevaraidde
shall send the Purchase Information (meaning,latioa to any such Tranche the terms of such Natek
of their issue agreed between the Issuer and seetieD) the “Purchase Information”) to the Issuer by
telephone or fax (and, if by telephone or fax, oomfit in writing within one Business Day). The eghnt
Dealer will simultaneously send the Purchase In&iron to the Principal Paying Agent by telephorae, f
or other acceptable means. The relevant Issuekr alal confirm the Purchase Information by faxhe t
relevant Dealer and the Principal Paying Agent wittne Business Day of receiving it from such Deale
In relation to both syndicated and non-syndicataddactions, dealing will begin as agreed betwéen t
relevant Issuer and the relevant Dealer(s), whiak ar may not be before such natification is made.

The relevant Issuer will pay each relevant Dealesramission as agreed between them in respecttesNo
subscribed by such Dealer. The Issuers have agpe®imburse the Arranger for its expenses incuimed
connection with the establishment of the Progranamé the Dealers for certain of their activities in
connection with the Programme.

Each Issuer has agreed to indemnify the Dealerigstgzertain liabilities in connection with the effand
sale of the Notes. The Programme Agreement entlilesDealers to terminate any agreement that they
make to subscribe for Notes in certain circumstarmér to payment for such Notes being made to the
Issuer.

Selling Restrictions
United States

The Notes have not been and will not be registeretder the Securities Act and the Notes may not be
offered or sold within the United States or to,far the account or benefit of, U.S. persons exdept
accordance with Regulation S under the Securiteg/Regulation S”) or pursuant to an exemptiomfro
the registration requirements of the Securities Beich Dealer has represented that it has offerddald,
and agreed that it will offer and sell Notes of &wries (1) as part of their distribution at amydiand (2)
otherwise until 40 days after completion of therdhisition of an identifiable tranche of which suidiotes
are a part, as determined, and certified to thevaglt Issuer and each Relevant Dealer, by theipainc
Paying Agent or, in the case of a Syndicated Ishigel ead Manager, only in accordance with Rule &03
Regulation S under the Securities Act. AccordingBch Dealer has represented and agreed thatriigithe
its affiliates nor any persons acting on its oiirtbehalf have engaged or will engage in any daeéaelling
efforts with respect to the Notes, and it and thaye complied and shall comply with the offering
restrictions requirement of Regulation S. Each Breand its affiliates has also agreed to notify the
Principal Paying Agent or, in the case of a Synédiddssue, the Lead Manager, when it has comptated
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distribution of its portion of the Notes of any idiéiable tranche so that the Principal Paying Agan in
the case of a Syndicated Issue, the Lead Managgdetarmine the completion of the distribution Bf a
Notes of that tranche and notify the other Releedlers of the end of the distribution compliapegod.
Each Dealer and its affiliates has also agreed #tair prior to confirmation of sale of Notesyiil have
sent to each distributor, dealer or person recgidrselling commission, fee or other remuneratfat t
purchases Notes from it during the distribution pbemce period a confirmation or notice to substdiyt
the following effect:

“The securities covered hereby have not been ergidtunder the United States Securities Act of 1933
as amended (the “Securities Act”) and may not lered and sold within the United States or to,cor f
the account or benefit of, U.S. persons (i) as patteir distribution at any time or (ii) otherwisintil

40 days after completion of the distribution ofidantifiable tranche of which such Notes are a,part
except in either case in accordance with Regule&@iamder the Securities Act. Terms used above have
the meanings given to them by Regulation S.”

Terms used in this paragraph have the meaninga givhem by Regulation S.

Each Dealer has represented it has not enterecagred that it will not enter into any contractual
arrangement with any distributor (as such termefinéd in Regulation S) with respect to the disitidn
or delivery of the Notes, except with its affiliater with the prior written consent of the relevissuer.

In addition, unless the Purchase Information orstitescription agreement relating to one or moredhias
specifies that the applicable TEFRA exemption ist“@pplicable”, each Dealer has represented arebdgr
in relation to each Tranche of Bearer Notes:

(@) except to the extent permitted under U.S. Treag. § 1.163-5(c)(2)(i)(D) (the “D Rules”):

° it has not offered or sold, and during the restdcperiod shall not offer or sell, Notes in
bearer form to a person who is within the Unitedt& or its possessions or to a United
States person

° it has not delivered and shall not deliver witthie United States or its possessions definitive
Notes in bearer form that are sold during the icstt period

(b) it has and agrees that throughout the restripgziod it shall have in effect procedures realiyna
designed to ensure that its employees or agentsawehdirectly engaged in selling Notes in bearer
form are aware that such Notes may not be offeresblal during the restricted period to a person
who is within the United States or its possessmm® a United States person, except as permitted
by the D Rules

(c) if it is a United States person, it is acquirithe Notes in bearer form for purposes of resale i
connection with their original issuance and ifdtains Notes in bearer form for its own account, it
shall only do so in accordance with the requirement).S. Treas. Reg. § 1.163- 5(c)(2)(i)(D)(6)

(d)  with respect to each affiliate that acquiresrfrit Notes in bearer form for the purpose of adffgror
selling such Notes during the restricted perio@jther (a) repeats and confirms the representation
contained in Clauses (a), (b) and (c) of this pamaly on behalf of such affiliate or (b) agrees that
shall obtain from such affiliate for the benefitthe Issuer the representations contained in Cause
(a), (b) and (c) of this paragraph and

° it shall obtain for the benefit of the relevansuer the representations and agreements
contained in Clauses (a), (b), (c) and (d) of fmasagraph from any person other than its
affiliate with whom it enters into a written conttaas defined in U.S. Treas. Reg. § 1.163-
5(c)(2)(i)(D)(4), for the offer or sale during thestricted period of Notes in bearer form.

Terms used in this paragraph have the meaninga givnem by the United States Internal RevenueeCod
of 1986 and regulations thereunder, including theules.

In addition, until 40 days after the commencemédrthe offering of any identifiable tranche of Nates
offer or sale of Notes within the United Statesaby dealer (whether or not participating in thesioffg of
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such tranche of Notes) may violate the registratéauirements of the Securities Act.

Notes in bearer form with a maturity of one yealess may be subject to special rules, which dbell
described in the applicable Final Terms (or, in tese of Exempt Notes, the applicable Pricing
Supplement).

Each issuance of RPI Linked Notes shall be subbfestich additional United States selling restritsithe
Relevant Dealer(s) shall agree with the Issuertasna of the issuance and purchase or, as thewtagbe,
subscription of such Notes. Each Dealer has agresdt shall offer, sell and deliver such Notesyan
compliance with such additional United States isgltiestrictions.

Public Offer Selling Restrictions under the Prospes Directive

In relation to each Member State of the Europeam&mic Area which has implemented the Prospectus
Directive (each, a “Relevant Member State”), eadalBr has represented and agreed, and each further
Dealer appointed under the Programme will be reguio represent and agree, that with effect frooh an
including the date on which the Prospectus Directsvimplemented in that Relevant Member State (the
“Relevant Implementation Date”) it has not made waiitinot make an offer of Notes which are the sabj

of the offering contemplated by this Prospectusamapleted by the Final Terms in relation theretthi®
public in that Relevant Member State except thahdty, with effect from and including the Relevant
Implementation Date, make an offer of such Notekégpublic in that Relevant Member State:

(&) atanytime to legal entities which are quadifinvestors as defined in the Prospectus Directive

(b) at any time to fewer than 100 or, if the ReldvéMember State has implemented the relevant
provision of the 2010 PD Amending Directive, 15Qunal or legal persons (other than qualified
investors as defined in the Prospectus Directisapject to obtaining the prior consent of the
relevant Dealer or Dealers nominated by the relelssoier for any such offer; or

(c) atanytime in any other circumstances fallivithin Article 3(2) of the Prospectus Directive,

provided that no such offer of Notes referred tgahto (c) above shall require the relevant Issuesny
Dealer to publish a prospectus pursuant to ArBateé the Prospectus Directive or supplement a @aisis
pursuant to Article 16 of the Prospectus Directive.

For the purposes of this provision, the expresaiotioffer of Notes to the public” in relation toyaNotes

in any Relevant Member State means the communicaicany form and by any means of sufficient
information on the terms of the offer and the Ndtebe offered so as to enable an investor to deid
purchase or subscribe the Notes, as the same mamried in that Member State by any measure
implementing the Prospectus Directive in that MemB&te and the expression “Prospectus Directive”
means Directive 2003/71/EC (and amendments thdaretoding the 2010 PD Amending Directive, to the
extent implemented in the Relevant Member State),iacludes any relevant implementing measureen th
Relevant Member State and the expression “2010 REnaling Directive” means Directive 2010/73/EU.

United Kingdom

Each Dealer has represented and agreed and e#tobr flealer appointed under the Programme will be
required to represent and agree that:

(@ in relation to Notes having a maturity of l¢ésan one year from the date of their issue (a3 & i
person whose ordinary activities involve it in acig, holding, managing or disposing of
investments (as principal or agent) for the purpadats business, and (b) it has not offered i so
and will not offer or sell any such Notes otherrthia persons whose ordinary activities involve
them in acquiring, holding, managing or disposifigneestments (as principal or agent) for the
purposes of their business; or who it is reason@béxpect will acquire, hold, manage or dispose of
investments (as principal or agent) for the purpasfetheir business, where the issue of the Notes
would otherwise constitute a contravention of $ecti9 of the Financial Services and Markets Act
2000 (the “FSMA”) by the relevant Issuer;

(b) it has only communicated or caused to be conicated and it will only communicate or cause to
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be communicated any invitation or inducement tcagiegn investment activity (within the meaning
of Section 21 of the FSMA) received by it in contmat with the issue or sale of any Notes in
circumstances in which Section 21(1) of the FSMAsnot apply to the relevant Issuer; and

(c) it has complied with and shall comply with applicable provisions of the FSMA with respect to
anything done by it in relation to such Notes ionf or otherwise involving the United Kingdom.

Japan

The Notes have not been and will not be registareter the Financial Instruments and Exchange Act of
Japan (Act No. 25 of 1948, as amended, the “FIEAY disclosure under the FIEA has not been, arld wil
not be, made with respect to the Notes. Accordingich of the Dealers has represented and agreled an
each further Dealer appointed under the Programith&evrequired to represent and agree that itrtais
directly or indirectly, offered, sold, resold orhetwise transferred and shall not, directly or riediy,
offer, sell, resell or otherwise transfer any Ndtedapan or to, or for the benefit of, a residg#niapan or

to others for re-offering, resale or other transfieectly or indirectly in Japan or to, or for thenefit of, a
resident of Japan except pursuant to an exemption the registration requirements of, and otherwise
compliance with the FIEA and other relevant lavegulations and guidelines promulgated by the releva
Japanese governmental and regulatory authoritesisAd in this paragraph, “resident of Japan” maags
person resident in Japan, including any corporairosther entity organised under the laws of Japan.

General

No action has been taken in any jurisdiction thaulé permit a public offering of any of the Notes,

possession or distribution of the Prospectus oraihgr offering material or any Final Terms (orcitrg

Supplement in the case of Exempt Notes), in anytgwor jurisdiction where action for that purpase
required.

Each Dealer has agreed that it will comply with r@levant laws, regulations and directives in each
jurisdiction in which it purchases, offers, sellsdelivers Notes or has in its possession or distes the
Prospectus, any other offering material.

Transfer Restrictions

Each purchaser of Notes outside the United Statesupnt to Regulation S and each subsequent perchas
of such Notes in resales prior to the expirationtloé distribution compliance period (as used in
“Subscription and Sale”), by accepting deliverytlos Prospectus and the Notes, will be deemed te ha

represented, agreed and acknowledged that:

(1) Itis, or at the time Notes are purchased gl the beneficial owner of such Notes and (&) ritat a
U.S. person and it is located outside the UnitedeSt(within the meaning of Regulation S) and (b)
it is not an affiliate of the relevant Issuer guexson acting on behalf of such an affiliate.

(2) It understands that such Notes have not beémwdhnot be registered under the Securities Aad a
that, prior to the expiration of the distributioanepliance period, it will not offer, sell, pledge o
otherwise transfer such Notes except in an offstraresaction in accordance with Rule 903 or Rule
904 of Regulation S, in each case in accordande aviy applicable securities laws of any State of
the United States.

©)) It understands that such Notes, unless otherdetermined by the relevant Issuer in accordance
with applicable law, will bear a legend to the doling effect:

“THIS NOTE HAS NOT BEEN AND WILL NOT BE REGISTEREMWNDER THE UNITED
STATES SECURITIES ACT OF 1933 AS AMENDED, (THE “SBRITIES ACT”) THIS NOTE
IS BEING OFFERED OUTSIDE THE UNITED STATES AND, SUBCT TO CERTAIN
EXCEPTIONS, MAY NOT BE OFFERED OR SOLD WITHIN THENITED STATES OR TO,
OR FOR THE ACCOUNT OR BENEFIT OF U.S. PERSONS (AHOSE TERMS ARE
DEFINED IN REGULATION S UNDER THE SECURITIES ACT.”

4) It understands that the relevant Issuer, thggdRar, the Dealers and their affiliates, and thveill

78



()

rely upon the truth and accuracy of the foregoirmknawledgements, representations and
agreements.

It understands that Notes in registered forfarefl in reliance on Regulation S will be represédnt
by a Global Certificate. Prior to the expirationtbge distribution compliance period, before any
interest in a Global Certificate may be offereddspledged or otherwise transferred to a person
who takes delivery in the form of an interest iGkbal Certificate of the same Series, it will be
required to provide a Transfer Agent with a writtegrtification (in the form provided in the
Agency Agreement) as to compliance with applicaeleurities laws.
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FORM OF FINAL TERMS

Set out below is the form of Final Terms which via# completed for each Tranche of Notes under the
Programme.

Final Terms dated [ ]
[SOUTHERN GAS NETWORKS PLC/SCOTLAND GAS NETWORKS PL C]
Issue of [Aggregate Nominal Amount of Tranche] [@bf Notes]
under the £5,000,000,000 Euro Medium Term Note Progmme
PART A — CONTRACTUAL TERMS

Terms used herein shall be deemed to be defineddsfor the purposes of the Terms and Conditiehs s
forth in the Prospectus dated 17 October 2014 faadupplement([s] to it dated [ ] [and [ ]Rcluding

all documents incorporated by reference, whichdtiogr] constitute[s] a base prospectus for the qguap

of Directive 2003/71/EC as amended (which incluthesamendments made by Directive 2010/73/EU to
the extent that such amendments have been implethémta relevant Member State of the European
Economic Area (the “Prospectus Directive”). Thisculment constitutes the Final Terms of the Notes
described herein for the purposes of Article 5.thefProspectus Directive and must be read in ootipn
with the Prospectus [as so supplemented]. Fulkin&ion on the Issuer and the offer of the Notemiy
available on the basis of the combination of tHeisal Terms and the Prospectus [as so supplemented]
The Prospectus is [and [each of] the supplemeatfd]available for viewing on the website of thenton
Stock Exchange athttp://www.londonstockexchange.com/exchange/news@aews/market-news-
home.html

[Terms used herein shall be deemed to be defineicts for the purposes of the Terms and Conditions
(the “Conditions”) set forth in the Prospectus dafe ] which are incorporated by reference in the
Prospectus dated 17 October 2014. This documerdtitdes the Final Terms of the Notes described
herein for the purposes of Article 5.4 of Directi@®03/71/EC as amended (which includes the
amendments made by Directive 2010/73/EU to thengttat such amendments have been implemented in
a relevant Member State of the European Economéa Athe “Prospectus Directive”) and must be read in
conjunction with the Prospectus dated 17 Octob&dZ2and the supplement[s] to it dated [ ] [and]]]
which [together] constitutes[s] a base prospects tfie purposes of the Prospectus Directive (the
“Prospectus”), including the Conditions and any eotidocuments incorporated by reference in the
Prospectus. Full information on the Issuer anddfifer of the Notes is only available on the badishe
combination of these Final Terms and the Prospedibe Prospectus is available for viewing on the
website of the London Stock Exchangehép://www.londonstockexchange.com/exchange/newsiata
news/market-news-home.htinl

1. 0] Issuer: [Southern Gas Networks plc/Scotl@as
Networks plc]
2. ® Series Number: [ 1]
(i) Tranche Number: [ 1]
(iii) Date on which the Notes will [Not Applicable]/[The Notes shall be
be consolidated and form a consolidated, form a single Series and be
single Series: interchangeable for trading purposes with [ ]

on [the Issue Date/exchange of the Temporary
Global Note for interests in the Permanent
Global Note, as referred to in paragraph 22
below, which is expected to occur on or about

[ 1
3. Specified Currency: [ 1]

4, Aggregate Nominal Amount of Notes: [ ]
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0] Series:

[ ]
[ ]

(i) Tranche:
5. Issue Price: [ ] per cent. of the Aggregate
Nominal Amount [plus accrued interest from
[ 1
6. ® Specified Denominations: [ J[and integraldiltiples of [ ]in excess
thereof up to and including [ ]]. Definitive
Notes will not be issued in denominations in
excess of [ ]
(i) Calculation Amount: [ 1
7. ® Issue Date: [ ]
(i) Interest Commencement [ V[Ilssue Date]/[Not Applicable]
Date:
8. Maturity Date: [ V[Interest Payment Datdifed in or nearest
to[ ]l
9. Interest Basis: [[ ] percent. Fixed Rate]

[[LIBOR/LIBID/LIMEAN/EURIBOR] +/-
[ ] per cent. Floating Rate]
[Zero Coupon]
[RPI Linked Interest]
10. Redemption/Payment Basis: Subject to any peechad cancellation or
early redemption, the Notes will be redeemed on

the Maturity Date at[ ] per cent. of their
nominal amount/[par]

11. Change of Interest or [ V[Not Applicable]
Redemption/Payment Basis:
12. Call Options: [Applicable]/[Not Applicable]
[Issuer Call]

[Issuer Maturity Call]
[See paragraphs 18 and 19 below]

13. Date [Board] approval for issuance of [ ]
Notes obtained:

PROVISIONS RELATING TO INTEREST (IF ANY) PAYABLE

14. Fixed Rate Note Provisions [Applicable/Not Applicable]

0] Rate[(s)] of Interest: [ ] per cent. pemam [payable
[annually/semi-annually/quarterly/monthly] in
arrear]

(i) Interest Payment Date(s): [ 1] land]in each year uptoand

including the Maturity Date [adjusted in
accordance with the [Following Business Day
Convention])/[Modified Following Business Day
Convention]][[adjusted]/[no adjustment] for
period end dates]

(iii) Fixed Coupon Amount[(s)]: [ ] per Calctian Amount/[Not Applicable]

(iv) Broken Amount(s): [ ] per Calculation Amat payable on the
Interest Payment Date falling [in/fon] [ ]/[Not
Applicable]
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15.

V)

(Vi)

Day Count Fraction:

Determination Dates:

Floating Rate Note Provisions

(i)
(ii)

(iif)

(iv)
V)

(Vi)

(vii)

(viii)

(ix)

()
(xi)
(xii)
(xiii)

Interest Period(s):

Specified Interest Payment
Dates:

Business Day Convention:

Business Centre(s):

[Actual/Actual/Actual/Acu(ISDA)]
[Actual/365 (Fixed)]
[Actual/360]
[30/360/360/360/Note Basis]
[30E/360/Eurobond Basis]
[30E/360 (ISDA)]
[Actual/Actual (ICMA)]

[[ 1in each year]diNApplicable]
[Applicable/Not Applicable]

[ ]
[ ]

[Floating Rate Cention/Following Business
Day Convention/Maodified Following Business
Day Convention/Preceding Business Day
Convention][adjusted]/[no adjustment] for
period end dates

[ ]

Manner in which the Rate(s) [Screen Rate Determination]/[ISDA

of Interest is/are to be
determined:

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

Screen Rate Determination:
— Reference Rate:

— Interest Determination
Date(s):

— Relevant Screen Page:
ISDA Determination:

— Floating Rate Option:
— Designated Maturity:
— Reset Date:

Linear Interpolation:

Margin(s):

Minimum Rate of Interest:
Maximum Rate of Interest:
Day Count Fraction:

Determination]

[ ]

[Applicable][Napplicable]
[LIBOR/LIBID/LIMEAN/EURIBOR]

[ ]

[ ]
[Applicable][Not Appliable]

[ ]
[ ]

[ ]

[Not Applicable/Applitde - the Rate of interest
for the [long/short] [first/last] Interest Period
shall be calculated using Linear Interpolation
(specify for each short or long interest period)]

[+/-][ ]per cent. per annum/[Napplicable]
[ ] per centrmmnum/[Not Applicable]
[ 1per cenermnnum/[Not Applicable]
[Actual/Actual/Actualfual (ISDA)]

[Actual/365 (Fixed)]

[Actual/360]

[30/360/360/360/Note Basis]

[30E/360/Eurobond Basis]

[30E/360 (ISDA)]

[Actual/Actual (ICMA)]
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16.

17.

Zero Coupon Note Provisions [Applicable/Not Applicable]

0] [Amortisation/Accrual] [ ] per cent. per annum
Yield:
(i) Reference Price: [ 1]
(iii) Day Count Fraction in Actual/Actual/Actual/Actual (ISDA)]
relation to Early Redemption [Actual/365 (Fixed)]
Amounts: [Actual/360]
[30/360/360/360/Note Basis]
[30E/360/Eurobond Basis]
[30E/360 (ISDA)]
[Actual/Actual (ICMA)]
RPI Linked Interest Note [Applicable/Not Applicable]
0] Rate of interest: [ ] per cent. per annudof Applicable]
(i) Name and address of [ 1]
Calculation Agent (if any):
(iii) Party responsible for [ 1]
calculating the Rate of
Interest and/or Interest
Amount (if not, or in addition
to, the Principal Paying
Agent):
(iv) Determination Date(s): [ 1]
(v) Provisions for determining  As described in Condition 6
Coupon where calculation by
reference to Index is
impossible or impracticable
or otherwise disrupted:
(vi) Interest or calculation [ 1]
period(s):
(vii) Specified Interest Payment [ ]
Dates:
(viii) Business Day Convention: [Floating Rate @ention/Following Business
Day Convention/Modified Following Business
Day Convention/Preceding Business Day
Convention]
(ix) Business Centre(s): [ 1]
(x) Minimum Rate of Interest: [ ] per cent. ggmum/[Not Applicable]
(xi) Maximum Rate of Interest: [ ] per centrpanum/[Not Applicable]
(xii) Day Count Fraction: [Actual/Actual/Actual/Agal (ISDA)]
[Actual/365 (Fixed)]
[Actual/360]
[30/360/360/360/Note Basis]
[30E/360/Eurobond Basis]
[30E/360 (ISDA)]
[Actual/Actual (ICMA)]
(xiii) Minimum Indexation Factor:  [Not Applicable/ ]]
(xiv) Maximum Indexation Factor: [Not Applicable/[]]
(xv) Limited Indexation Month(s) [ ]
or Period for calculation of
Limited Indexation Factor:
(xvi) Base Index Figure: [ 1]
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(xvii) Index or Index Figure: [3 months lag/8 mbatlag]
(xviii) Reference Gilt: [ 1]

PROVISIONS RELATING TO REDEMPTION

18.

19.

20.
21.

Issuer Maturity Call [Applicable/Not Applicable]
Notice Periods: Minimum Period: [15] days
Maximum Period: [30] days
Issuer Call [Applicable/Not Applicable]
0] Optional Redemption [ ][at any time that is more than 90 days prior
Date(s): to the Maturity Date]
(i) Optional Redemption [ ] per Calculation Amount

Amount(s) of each Note and
method, if any, of calculation
of such amount(s):

(iii) If redeemable in part:
(&) Minimum Redemption [ ] per Calculation Amount/[Not Applicable]
Amount:
(b) Maximum Redemption [ ] per Calculation Amount/[Not Applicable]
Amount:
(iv) Notice period: Minimum Period: [15] days
Maximum Period: [30] days
Final Redemption Amount [ ][Par] per Calculation Amount

Early Redemption Amount

Early Redemption Amount(s) payable [ ] per Calculation Amount
on redemption for taxation reasons or on

event of default or other early

redemption:

GENERAL PROVISIONS APPLICABLE TO THE NOTES

22.

23.

24.

25.

Form of Notes: [Temporary Global Note exchabieéor a
Permanent Global Note which is exchangeable
for Definitive Notes in the limited circumstances
specified in the Permanent Global Note]
[Temporary Global Note exchangeable for
Definitive Notes on [ ] days’ notice]
[Permanent Global Note exchangeable for
Definitive Notes in the limited circumstances
specified in the Permanent Global Note]
[Registered Notes]

[New Global Note][New Safekeeping [Yes][NO]
Structure]:

Financial Centre(s) or other special ~ [Not Applicable/[ ]
provisions relating to Payment Dates:

Talons for future Coupons to be attachdies, as the Notes have more than 27 coupon

to Definitive Notes: payments, Talons may be required if, on
exchange into definitive form, more than 27
coupon payments are still to be made/No]
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THIRD PARTY INFORMATION

[[ ]bas been extracted from [ ]. The Isscanfirms that such information has been accurately
reproduced and that, so far as it is aware, aablesto ascertain from information published by][no
facts have been omitted which would render theadypred information inaccurate or misleading.]

Signed on behalf of the Issuer:

By:
Duly authorised
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PART B — OTHER INFORMATION

1. LISTING

0] Admission to trading: [Application has been redny the Issuer(s) (or on its/their

behalf) for the Notes to be admitted to tradinglem Regulated
Market of the London Stock Exchange and admitteti¢o
Official List of the UK Listing Authority with effet from [ ].]
[Application is expected to be made by the Issoeof its
behalf) for the Notes to be admitted to tradinglem Regulated
Market of the London Stock Exchange and admitteti¢o
Official List of the UK Listing Authority with effet from [ ].

(i)  Estimate of total expenses [ ]
related to admission to
trading:

2. RATING

Ratings: [The Notes to be issued have been rated:
[S&P: [ 1]
[Moody's: [ 1]
[[Fitch]: [ 1]

([Other]: [ ]]]
[The Notes to be issued have not been rated]

[3. INTERESTS OF NATURAL AND LEGAL PERSONS INVOLVE D IN THE [ISSUE/OFFER]

[“Save as discussed in [“Subscription and Saled]fas as the Issuer is aware, no person involveithén
offer of the Notes has an interest material to dffer.”] [The Dealer[s] and [its]/[their] affiliate have
engaged, and may in the future engage, in investimenking and/or commercial banking transactions
with, and may perform other services for the Isgjernd [its]/[their] affiliates in the ordinary oese of
business.]]

[4. REASONS FOR THE OFFER, ESTIMATED NET PROCEEDSAND TOTAL EXPENSES

[()] Reasons for the offer: [ 1]
[(iD] Estimated net proceeds: [ 1]
[(iii)] Estimated total expenses: [ 1

[5. Fixed Rate Notes only — YIELD

Indication of yield: [ ]
The yield is calculated at the Issue Date on
the basis of the Issue Price. It is not an
indication of future yield.]

[6. RPI Linked Notes only — PERFORMANCE OF INDEX/FORMULA AND OTHER
INFORMATION CONCERNING THE UNDERLYING

Information relating to the UK Retail Price Indeall (tems) published by the Office of National 8ttts
can be found at www.statistics.gov.uk.]
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7. OPERATIONAL INFORMATION

(i  ISIN: [ ]
(i)  Common Code: [ ]

(i) Any clearing system(s) other than Euroclear [Not Applicable]/[ ]
Bank SA/NV and Clearstream Banking,
société anonymand the relevant
identification number(s):

(iv)  Delivery: Delivery [against/free of] payment

(v)  Names and addresses of additional Paying [ ]
Agent(s) (if any):
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FORM OF PRICING SUPPLEMENT

Set out below is the form of Pricing Supplementiwhiill be completed for each Tranche of Exempt
Notes, whatever the denomination of those Notasedsunder the Programme.

NO PROSPECTUS IS REQUIRED IN ACCORDANCE WITH DIRECT IVE 2003/71/EC FOR THE
ISSUE OF NOTES DESCRIBED BELOW. THE UK LISTING AUTHORITY HAS NEITHER
APPROVED NOR REVIEWED THIS PRICING SUPPLEMENT.

[Date]

[SOUTHERN GAS NETWORKS PLC/SCOTLAND GAS NETWORKS PL C]

Issue of [Aggregate Nominal Amount of Tranche] [@bf Notes]

under the £5,000,000,000 Euro Medium Term Note Progmme

PART A — CONTRACTUAL TERMS

Any person making or intending to make an offethaf Notes may only do so in circumstances in which
no obligation arises for the Issuer or any Deatempuiblish a prospectus pursuant to Article 3 of the
Prospectus Directive or to supplement a prospgmiusuant to Article 16 of the Prospectus Directive,

each case, in relation to such offer.

This document constitutes the Pricing Supplemeanthfe Notes described herein. This document meist b
read in conjunction with the Prospectus dated 1foligc 2014 [and the supplement[s] to it dated [date
[and [date]]], including all documents incorporatedreference (th€rospectug. Full information on the
Issuer and the offer of the Notes is only availabfe the basis of the combination of this Pricing
Supplement and the Prospectus. Copies of the &raspmay be obtained from the registered officief
Issuer at [address] and the specified offices ofied the Paying Agents.

[Include whichever of the following apply or specify“Not Applicable”. Note that the numbering skabu
remain as set out below, even if “Not Applicables indicated for individual paragraphs or
subparagraphs. Italics denote directions for coetiplg the Pricing Supplemeht.

[If the Notes have a maturity of less than one yemm the date of their issue, the minimum denornunat
must be £100,000 or its equivalent in any otherenoy]

1. ® Issuer: [Southern Gas Networks plc/Scotl@asd Networks
pic]
2. ® Series Number: [ 1
(i) Tranche Number: [ 1]
(iii) Date on which the Notes will [Not Applicable]/[The Notes shall be consolidated,

be consolidated and form a form a single series and be interchangeable for

single Series:
3. Specified Currency:
4, Aggregate Nominal Amount of Notes:
0] Series:
(i) Tranche:
5. Issue Price:

trading purposes with [ ] on [the Issue
Date/exchange of the Temporary Global Note for
interests in the Permanent Global Note, as referred
to in paragraph 22 below, which is expected to
occur on or about[ 1]

[ ]
[ ]
[ ]
[ ]
[ ] per cent. of the Aggregabenihal Amount
[plus accrued interest from [ ]
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10.

11.

12.

13.

® Specified Denominations:

(i) Calculation Amount:

® Issue Date:

(i) Interest Commencement
Date

Maturity Date:

Interest Basis:

Redemption/Payment Basis:

Change of Interest or
Redemption/Payment Basis:

Call Options:

[ J[and integnaliltiples of [ ]in excess thereof
up to and including [ ]]. Definitive Notes witlot
be issued in denominations in excess of [ ]

[ ]

[ ]
[ V[lssue Date]/[Not applicable]

[ VIInterest Payment Datdifed in or nearest to
[ 1

[[ ]per cent. Fixed Rate]
[[LIBOR/LIBID/LIMEAN/EURIBOR] +/-
[ ] per cent. Floating Rate]
[Zero Coupon]
[RPI Linked Interest]

Subject to any peechad cancellation or early

redemption, the Notes will be redeemed on the

Maturity Date at [ ] per cent. of their nominal
amount/[par]

[ V[Not Applicable]

[Applicable]/[Not Applicable]
[Issuer Call]
[Issuer Maturity Call]
[See paragraphs 18 and 19 below]

Date [Board] approval for issuance of [ ]

Notes obtained

PROVISIONS RELATING TO INTEREST (IF ANY) PAYABLE

14.

15.

Fixed Rate Note Provisions

0] Rate[(s)] of Interest:

(i) Interest Payment Date(s):
(iii) Fixed Coupon Amount[(s)]:
(iv) Broken Amount(s):

(V) Day Count Fraction:

(vi) Determination Dates:
Floating Rate Note Provisions

0] Interest Period(s):

[Applicable/Not Applicable]

[ ] per cent. pemam [payable [annually/semi-
annually/quarterly/monthly] in arrear]

[ 1[ land]in each year up to and including
the Maturity Date [adjusted in accordance with the
[Following Business Day Convention]/[Modified
Following Business Day
Convention]][[adjusted]/[no adjustment] for period
end dates]

[ ] per Calctian Amount/[Not Applicable]

[ ]per Calculation Amdypayable on the Interest
Payment Date falling [infon] [ ]/[Not Applicable]
[Actual/Actual/Actual/Aclu(ISDA)]
[Actual/365 (Fixed)]
[Actual/360]
[30/360/360/360/Note Basis]
[30E/360/Eurobond Basis]
[30E/360 (ISDA)]
[Actual/Actual (ICMA)]
[ ]in each year/[Ngiplicable]

[Applicable/Not Applicable]
[ ]
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16.

17.

(i)
(iif)

(iv)
V)

(Vi)

(vii)

(viii)

(ix)

()
(xi)
(xii)
(xiii)

Specified Interest Payment
Dates:

Business Day Convention:

Business Centre(s):

[ ]

[Floating Rate Cention/Following Business Day
Convention/Modified Following Business Day
Convention/Preceding Business Day
Convention][adjusted]/[no adjustment] for period
end dates

[ ]

Manner in which the Rate(s) [Screen Rate Determination]/[ISDA Determination]

of Interest is/are to be
determined:

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

Screen Rate Determination:

— Reference Rate:

— Interest Determination
Date(s):

— Relevant Screen Page:

ISDA Determination:

— Floating Rate Option:
— Designated Maturity:
— Reset Date:

Linear Interpolation:

Margin(s):

Minimum Rate of Interest:
Maximum Rate of Interest:
Day Count Fraction:

Zero Coupon Note Provisions

(i)
(ii)

[Amortisation/Accrual]
Yield:

Reference Price:

RPI Linked Interest Note

(i)
(ii)

(iif)

Rate of interest:

Name and address of
Calculation Agent (if any):

Party responsible for
calculating the Rate of
Interest and/or Interest

Amount (if not, or in addition

[ ]

[Applicable][Nipplicable]
[LIBOR/LIBID/LIMEAN/EURIBOR]

[ ]

[ ]
[Applicable][Not Appliable]
[ ]
[ ]

[ ]

[Not Applicable/Applitde - the Rate of interest for
the [long/short] [first/last] Interest Period shiod
calculated using Linear Interpolation (specify for
each short or long interest period)]

[+/-][ ]per cent. per annum/[Napplicable]
[ ] per centrmmnum/[Not Applicable]
[ 1per cenermnnum/[Not Applicable]

[Actual/Actual/Actualfual (ISDA)]
[Actual/365 (Fixed)]
[Actual/360]
[30/360/360/360/Note Basis]
[30E/360/Eurobond Basis]
[30E/360 (ISDA)]
[Actual/Actual (ICMA)]
[Applicable/Not Applicable]

[ ] per cent. per annum

[ ]
[Applicable/Not Applicable]

[ ] per cent. per annudof Applicable]
[ ]

[ ]
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(iv)
V)

(vi)
(vii)
(viii)

(ix)
()

(xi)
(xii)

(xiii)
(xiv)

(xv)

(xvi)
(xvii)
(xviii)

to, the Principal Paying
Agent):

Determination Date(s): [ ]

Provisions for determining  As described in Condition 6
Coupon where calculation by

reference to Index is

impossible or impracticable

or otherwise disrupted:

Interest or calculation [ 1]

period(s):

Specified Interest Payment [ ]

Dates:

Business Day Convention: [Floating Rate @ention/Following Business Day

Convention/Modified Following Business Day
Convention/Preceding Business Day Convention]

Business Centre(s): [ 1]
Minimum Rate of Interest: [ ] per cent. ggmum/[Not Applicable]
Maximum Rate of Interest: [ ] per centrpanum/[Not Applicable]
Day Count Fraction: [Actual/Actual/Actual/Agal (ISDA)]
[Actual/365 (Fixed)]
[Actual/360]

[30/360/360/360/Note Basis]
[30E/360/Eurobond Basis]
[30E/360 (ISDA)]
[Actual/Actual (ICMA)]

Minimum Indexation Factor:  [Not Applicable/ ]]
Maximum Indexation Factor: [Not Applicable/[]]

Limited Indexation Month(s) [ ]
or Period for calculation of
Limited Indexation Factor:

Base Index Figure: [ 1]
Index or Index Figure: [3 months lag/8 mbatlag]
Reference Gilt: [ 1]

PROVISIONS RELATING TO REDEMPTION

18.

19.

Issuer Maturity Call [Applicable/Not Applicable]
Notice Periods: Minimum Period: [15][ ]days
Maximum Period: [30][ ]days
Issuer Call [Applicable/Not Applicable]
0] Optional Redemption [ ][at any time that is more than 90 days ptdor
Date(s): the Maturity Date]
(i) Optional Redemption [ ] per Calculation Amount

(iif)

Amount(s) of each Note and
method, if any, of calculation
of such amount(s):

If redeemable in part:

(@) Minimum Redemption [ ] per Calculation Amount/[Not Applicable]
Amount:

(b) Maximum Redemption [ ] per Calculation Amount/[Not Applicable]
Amount:
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(iv) Notice period: Minimum Period: [15] [ ] g8
Maximum Period: [30] [ ] days
20. Final Redemption Amount [ ][Par] per Calculation Amount
21. Early Redemption Amount

Early Redemption Amount(s) payable [ ]
on redemption for taxation reasons or on
event of default or other early

redemption:

GENERAL PROVISIONS APPLICABLE TO THE NOTES

22. Form of Notes: [Temporary Global Note exchabieéor a
Permanent Global Note which is exchangeable for
Definitive Notes in the limited circumstances
specified in the Permanent Global Note]
[Temporary Global Note exchangeable for
Definitive Notes on [ ] days’ notice] [Permanent
Global Note exchangeable for Definitive Notes in
the limited circumstances specified in the
Permanent Global Note]
[Registered Notes]

23. [New Global Note][New Safekeeping [Yes][NO]
Structure]:
24. Financial Centre(s) or other special ~ [Not Applicable/[ ]
provisions relating to Payment Dates:
25. Talons for future Coupons to be attachdies, as the Notes have more than 27 coupon
to Definitive Notes: payments, Talons may be required if, on exchange

into definitive form, more than 27 coupon payments
are still to be made/No]

THIRD PARTY INFORMATION

[ ]has been extracted from [ ]. The Isscanfirms that such information has been accurately
reproduced and that, so far as it is aware, aallesto ascertain from information published by no
facts have been omitted which would render theadypred information inaccurate or misleading.]

RESPONSIBILITY

The Issuer accepts responsibility for the informrationtained in this Pricing Supplement.

Signed on behalf of the Issuer:

By:
Duly authorised
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PART B — OTHER INFORMATION

1. LISTING

0] Admission to trading: [Application has been redw) the Issuer(s) (or on its/their behalf)
for the Notes to be admitted to trading on the Retlgd Market of
the London Stock Exchange and admitted to the i@ffidst of the
UK Listing Authority with effect from [ ].] [Apfication is
expected to be made by the Issuer (or on its Beloalthe Notes to
be admitted to trading on the Regulated Markehefltondon
Stock Exchange and admitted to the Official Listhaf UK Listing
Authority with effect from [  ]][Not applicable]

(i)  Estimate of total expenses [ ][Not Applicable]
related to admission to
trading:

2. RATING

Ratings: [The Notes to be issued have been rated:
[S&P: [ 1]
[Moody's: [ 1]
[[Fitch]: [ 1]
[[Other]: [ 1]
[The Notes to be issued have not been rated]

[3. INTERESTS OF NATURAL AND LEGAL PERSONS INVOLVE D IN THE [ISSUE/OFFER]

[“Save as discussed in [“Subscription and Saled]fas as the Issuer is aware, no person involveithén
offer of the Notes has an interest material to dffer.”] [The Dealer[s] and [its]/[their] affiliate have
engaged, and may in the future engage, in investimenking and/or commercial banking transactions
with, and may perform other services for the Isgjernd [its]/[their] affiliates in the ordinary oese of
business.]]

[4. REASONS FOR THE OFFER, ESTIMATED NET PROCEEDSAND TOTAL EXPENSES

[()] Reasons for the offer [ 1]
[(iD] Estimated net proceeds: [ 1]
[(iii)] Estimated total expenses: [ 1

[5. Fixed Rate Notes only — YIELD

Indication of yield: [ ]
The yield is calculated at the Issue Date on
the basis of the Issue Price. It is not an
indication of future yield]

[6. RPI Linked Notes only — PERFORMANCE OF INDEX/FORMULA AND OTHER
INFORMATION CONCERNING THE UNDERLYING

Information relating to the UK Retail Price Indeall (tems) published by the Office of National 8ttts
can be found at www.statistics.gov.uk.]
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7. OPERATIONAL INFORMATION

(i  ISIN: [ ]
(i)  Common Code: [ ]

(i)  Any clearing system(s) other than EuroclearfNot Applicable]/[ ]
Bank SA/NV and Clearstream Banking,
société anonymand the relevant
identification number(s):

(iv)  Delivery: Delivery [against/free of] payment

(v)  Names and addresses of additional Paying [ ]
Agents (if any):
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LISTING AND GENERAL INFORMATION

(1) From the date of this Prospectus and for sg ks the Notes remain admitted to listing on tffeci@l

List and admitted to trading on the Regulated Marfethe London Stock Exchange, copies of the
following documents will be made available for irspion during usual business hours on any weekday
(Saturdays, Sunday and holidays excepted) at tlisteeed office of each Issuer and at the specdféde

in London of the Principal Paying Agent:

0] the memorandum and articles of associatiorachdssuer;

(i)  the Annual Report of Southern GN for the fic#l year ended 31 March 2014 (which includes the
auditors’ report and audited non-consolidated fam@nstatements of Southern GN for the financial
year ended 31 March 2014);

(i)  the Annual Report of Southern GN for the firedal year ended 31 March 2013 (which includes the
auditors’ report and audited non-consolidated famranstatements of Southern GN for the financial
year ended 31 March 2013);

(iv)  the Annual Report of Scotland GN for the ficél year ended 31 March 2014 (which includes the
auditors’ report and audited non-consolidated fanstatements of Scotland GN for the financial
year ended 31 March 2014);

(v)  Annual Report of Scotland GN for the financiedar ended 31 March 2013 (which includes the
auditors’ report and audited non-consolidated fanstatements of Scotland GN for the financial
year ended 31 March 2013);

(vi) a copy of the Trust Deed (as amended from tion#me);
(vii) a copy of the Programme Agreement (as amefficed time to time);
(viii) a copy of the Agency Agreement (as amendethftime to time);

(ix) in the case of each issue of Notes admittettading on the London Stock Exchange’s regulated
market subscribed to pursuant to a subscriptioreeagent, the subscription agreement (or
equivalent document);

(x)  this Prospectus; and
(xi) any future prospectus, supplementary prospestand supplements including any Final Terms.

(2) Each Issuer has obtained all necessary ca)sgmprovals and authorisations in connection thith
establishment of the Programme. Resolutions auhgrithe establishment of the Programme and the
publication of this Prospectus were adopted bybtbeerd of directors of Southern GN and Scotland &N o
7 October 2014.

(3) As at the date of this Prospectus, there leesn mo significant change in the financial or tngdi
position of Southern GN or Scotland GN, respedyivet of the Group since 31 March 2014 and there ha
been no material adverse change in the prospe@suthern GN or Scotland GN, respectively, or &f th
Group, since 31 March 2014.

(4) There are no governmental, legal or arbitrapiooceedings (including any such proceedings whieh
pending or threatened of which either Issuer israyin the 12 months preceding the date of this
Prospectus which may have or have in such periadahaignificant effect on the financial position or
profitability of either Issuer or of the Group.

(5) Each Bearer Note, Coupon and Talon will bedegend substantially to the following effect: “Any

United States person who holds this obligation dlisubject to limitations under the United Statesme
tax laws, including the limitations provided in 8ens 165(j) and 1287(a) of the Internal RevenudeCo
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(6) The Bearer Notes represented by the Temp@tbotlyal Note and the Permanent Global Note, and the
Registered Notes represented by the Global Cextifitiave been accepted for clearance through [Earoc
and Clearstream, Luxembourg. The Common Code ahdft® each Series of Notes will be contained in
the Final Terms (or Pricing Supplement in the acddexempt Notes) relating thereto.

(7) Deloitte LLP (chartered accountants, registeraditors and a member of the Institute of Chader
Accountants in England and Wales), auditors to dssher, have audited the financial statementsci e
Issuer for the years ended 31 March 2014 and 3ttM2013.

(8) Certain of the Dealers and their affiliatesvdn@ngaged, and may in the future engage, in imesst

banking and/or commercial banking transactions ,vatid may perform services to the Issuers and their
affiliates in the ordinary course of business.
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Issuers’ Registered Offices
Scotland Gas Networks pl

Southern Gas Networks pli
St Lawrence Hous Axis Houst
Station Approac 5 Lonehead Driv
Horley Newbridge
Surrey RH6 9H Edinburgh EH28 8T
United Kingdon
(Telephone number: + 44 1189 544 (

United Kingdon
(Telephone number: + 44 1189 544 (
Arranger

Barclays Bank PLC
5 The North Colonnade
Canary Wharf
London E14 4BB
United Kingdom

Trustee

Citicorp Trustee Company Limited
Citigroup Centre
Canada Square
Canary Wharf
London E14 5LB
United Kingdom

Principal Paying Agent, Registrar and Transfer Agen

Citibank N.A., London Branch
Citigroup Centre
Canada Square
Canary Wharf
London E14 5LB
United Kingdom

Auditors to the Issuers
Deloitte LLP
2 New Street Square
London EC4A 3BZ
United Kingdom

Legal Advisers
To the Issuers

in respect of Scots le
CMS Cameron McKenna LLP

in respect of English la
Freshfields Bruckhaus Deringer LLP
65 Fleet Stre: Saltire Cour
London EC4Y 1H: 20 Castle Terrac
Edinburgt EH1 2EN
United Kingdon

United Kingdon

To the Arranger and the Dealers
in respect of English law

Allen & Overy LLP
One Bishops Square
London E1 6AD
United Kingdom

Dealers
Barclays Bank PLC CIBC World Markets plc
5 The North Colonnac 150 Cheapsic
Canary Whar Londor EC2V 6E1
London E14 4Bl United Kingdon
United Kingdon
Lloyds Bank plc RBC Europe Limited
10 Gresham Street Riverbank House
London EC2V 7AE 2 Swan Lane
London EC4R 3BF
United Kingdom

United Kingdom

The Royal Bank of Scotland plc
135 Bishopsgate
London EC2M 3UR
United Kingdom
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