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

In connection with the offering of the RCIs (the “Offering”), no person is authorised to give any
information or to make any representation not contained in this Prospectus and neither the Issuer,
the Holding Company nor the Managers (as defined in “Subscription and Sale”) accept responsibility
for any such information or representation. This Prospectus does not constitute an offer of, or an
invitation to subscribe for, the RCIs.

The distribution of this Prospectus and the offering, sale or delivery of the RCIs in certain
jurisdictions may be restricted by law. Persons into whose possession this Prospectus comes are
required by the Issuer and the Managers (as defined in “Subscription and Sale”) to inform
themselves about and to observe any such restrictions. For a description of certain restrictions on
offers, sales and deliveries of RCIs and on the distribution of this Prospectus and other offering
material relating to RCIs, see “Subscription and Sale” below. In particular, the RCIs have not been and
will not be registered under the United States Securities Act of 1933, as amended (the “Securities
Act”). RCIs may be offered and sold (A) outside the United States to non-U.S. persons in reliance on
Regulation S under the Securities Act (“Regulation S”) and (B) in the United States to qualified
institutional buyers (as defined in Rule 144A under the Securities Act (“Rule 144A”)) in reliance on
Rule 144A. In addition, prospective purchasers of RCIs are hereby notified that a seller of RCIs may
be relying on the exemption from the registration requirements of Section 5 of the Securities Act
provided by Rule 144A. This Prospectus may not be used for the purpose of an offer or solicitation
by anyone in any jurisdiction in which such offer or solicitation is not authorised or to any person
to whom it is unlawful to make such offer or solicitation. This Prospectus is not a “prospectus” for
the purposes of Section 12(a)(2) or any other provision under the Securities Act.

RCIs which are offered and sold outside the United States in reliance on Regulation S will be
represented by interests in an unrestricted global RCI certificate (the “Unrestricted Global RCI
Certificate”), registered in the name of a common depository for Euroclear Bank S.A./N.V.
(“Euroclear”) and Clearstream Banking, société anonyme (“Clearstream, Luxembourg”) on or
about the Issue Date. Up to and including the fortieth day after the later of the commencement of
the offering and the Issue Date, beneficial interests in the Unrestricted Global RCI Certificate may be
held only through Euroclear or Clearstream. RCIs which are offered and sold in the United States in
reliance on Rule 144A will be represented by interests in a restricted global RCI certificate (the
“Restricted Global RCI Certificate” and, together with the Unrestricted Global RCI Certificate, the
“Global RCI Certificates”), deposited with a custodian for and registered in the name of a nominee
of The Depository Trust Company (“DTC”) on or about the Issue Date. Interests in the Global RCI
Certificates will be shown on, and transfers thereof will be effected only through, records
maintained by DTC and its direct and indirect participants, Euroclear and Clearstream, Luxembourg.
Individual RCI certificates (“Individual RCI Certificates”) evidencing holdings of RCIs will only be
available in certain limited circumstances. See further “Summary of Provisions Relating to the RCIs
While in Global Form”.

The RCIs will be in registered form and in denominations of U.S.$100,000, provided that, for so long
as the RCIs are represented by the Global RCI Certificates, the RCIs shall be in minimum
denominations of U.S.$100,000 and integral multiples of U.S.$1,000 in excess thereof provided,
however, that each qualified institutional buyer purchasing a beneficial interest in the RCIs from a
Manager (as defined in “Subscription and Sale”) in reliance on Rule 144A will be required to
purchase RCIs in a minimum aggregate principal amount of U.S.$100,000. 

Investors should satisfy themselves that they understand all the risks associated with making
investments in the nature of the RCIs. The RCIs are only suitable for financially sophisticated
investors who are capable of evaluating the risks involved in investing in the RCIs. See “Risk Factors”.
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In this Prospectus, all references to “U.S.$” or “U.S. dollars” are to the lawful currency of the United
States of America, references to “£” and “Sterling” are to pounds sterling and references to “¤” and
“euro” are to the lawful currency of the member states of the European Union that have adopted or
adopt the single currency in accordance with the Treaty establishing the European Community, as
amended from time to time.

In connection with the issue of the RCIs, Barclays Capital Inc. (the “Stabilising Manager”) (or
persons acting on behalf of the Stabilising Manager) may over-allot RCIs or effect transactions
with a view to supporting the market price of the RCIs at a level higher than that which might
otherwise prevail. However, there is no assurance that the Stabilising Manager (or persons acting
on behalf of the Stabilising Manager) will undertake stabilisation action. Any stabilisation action
may begin on or after the date on which adequate public disclosure of the terms of the offer of
the RCIs is made and, if begun, may be ended at any time, but it must end no later than the earlier
of 30 days after the issue of the RCIs and 60 days after the date of the allotment of the RCIs. Any
stabilisation action or over-allotment must be conducted by the Stabilising Manager (or persons
acting on behalf of the Stabilising Manager) in accordance with all applicable laws and rules.

To permit compliance with Rule 144A under the Securities Act in connection with resale of RCIs that
are “restricted securities” (as defined in Rule 144(a)(3) under the Securities Act), the Issuer will
furnish upon the request of a holder of such RCIs or of a beneficial owner of an interest therein, to
such holder or beneficial owner or to a prospective purchaser designated by such holder or
beneficial owner, the information required to be delivered under Rule 144A(d)(4) under the
Securities Act and will otherwise comply with the requirements of Rule 144A(d)(4) under the
Securities Act, if at the time of such request, the Issuer is not a reporting company under Section 13
or Section 15(d) of the United States Securities Exchange Act of 1934, as amended (the “Exchange
Act”), or exempt from reporting pursuant to Rule 12g3-2(b) under the Exchange Act.

THE RCIS HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE U.S. SECURITIES AND EXCHANGE
COMMISSION, ANY STATE SECURITIES COMMISSION IN THE UNITED STATES OR ANY OTHER U.S.
REGULATORY AUTHORITY, NOR HAS ANY OF THE FOREGOING AUTHORITIES PASSED UPON OR
ENDORSED THE MERITS OF THE OFFERING OF RCIS OR THE ACCURACY OR THE ADEQUACY OF
THIS PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENCE IN THE
UNITED STATES.
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SERVICE OF PROCESS AND ENFORCEMENT OF LIABILITIES

The Issuer is a public limited company incorporated under the laws of England. Substantially all of
the Issuer’s directors and executive officers are non-residents of the United States. All or a
substantial portion of the assets of those persons are located outside the United States. Most of the
Issuer’s assets are located outside the United States. As a result, it may not be possible for an
investor to effect service of process within the United States upon those persons or to enforce
against them judgments of U.S. courts based upon the civil liability provisions of the federal
securities laws of the United States.

NOTICE TO NEW HAMPSHIRE RESIDENTS

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A LICENCE
HAS BEEN FILED UNDER CHAPTER 421 B OF THE NEW HAMPSHIRE REVISED STATUTES WITH
THE STATE OF NEW HAMPSHIRE NOR THE FACT THAT A SECURITY IS EFFECTIVELY REGISTERED
OR A PERSON IS LICENSED IN THE STATE OF NEW HAMPSHIRE CONSTITUTES A FINDING BY THE
SECRETARY OF STATE OF THE STATE OF NEW HAMPSHIRE THAT ANY DOCUMENT FILED UNDER
RSA 421 B IS TRUE, COMPLETE AND NOT MISLEADING. NEITHER ANY SUCH FACT NOR THE FACT
THAT AN EXEMPTION OR EXCEPTION IS AVAILABLE FOR A SECURITY OR A TRANSACTION
MEANS THAT THE SECRETARY OF STATE HAS PASSED IN ANY WAY UPON THE MERITS OR
QUALIFICATIONS OF, OR RECOMMENDED OR GIVEN APPROVAL TO, ANY PERSON, SECURITY OR
TRANSACTION. IT IS UNLAWFUL TO MAKE, OR CAUSE TO BE MADE, TO ANY PROSPECTIVE
PURCHASER, CUSTOMER OR CLIENT ANY REPRESENTATION INCONSISTENT WITH THE
PROVISIONS OF THIS PARAGRAPH.

FORWARD-LOOKING STATEMENTS

This Prospectus and certain documents incorporated by reference herein contain certain forward-
looking statements within the meaning of Section 21E of the Exchange Act, as amended, and
Section 27A of the Securities Act, as amended, with respect to certain of the Issuer’s plans and
current goals and expectations relating to the Issuer’s future financial condition and performance.
These forward-looking statements can be identified by the fact that they do not relate only to
historical or current facts. Forward-looking statements sometimes use words such as “aim”,
“anticipate”, “target”, “expect”, “estimate”, “intend”, “plan”, “goal”, “believe”, or other words of
similar meaning. Examples of forward-looking statements include, among others, statements
regarding the Issuer’s future financial position, income growth, impairment charges, business
strategy, projected levels of growth in the banking and financial markets, projects costs, estimates
of capital expenditures, and plans and objectives for future operations.

Examples of forward-looking statements include, among others, statements regarding the
consummation of the business combination between ABN AMRO Holding N.V. (“ABN AMRO”) and
Barclays PLC within the expected timeframe and on the expected terms (if at all), the benefits of the
business combination transaction involving ABN AMRO and Barclays PLC, including the
achievement of synergy targets, ABN AMRO’s and the Barclays group’s future financial position,
income growth, impairment charges, business strategy, projected costs and estimates of capital
expenditure and revenue benefits, projected levels of growth in the banking and financial markets,
the combined group’s future financial and operating results, future financial position, projected
costs and estimates of capital expenditures, and plans and objectives for future operations of ABN
AMRO, the Barclays group and the combined group and other statements that are not historical
fact. Additional risks and factors are identified in ABN AMRO, Barclays PLC and Barclays Bank PLC
filings with the SEC including ABN AMRO and Barclays Annual Reports on Form 20-F for the fiscal
year ending 31 December, 2006, which are available on ABN AMRO’s website at www.abnamro.com
and Barclays group website at www.barclays.com respectively, and on the SEC’s website at
www.sec.gov. Any forward-looking statements made herein speak only as of the date they are made.
The Issuer does not undertake to update forward-looking statements to reflect any changes in
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expectations with regard thereto or any changes in events, conditions or circumstances on which
any such statement is based. The reader should, however, consult any additional disclosures that
ABN AMRO, Barclays PLC and Barclays Bank PLC have made or may make in documents they have
filed or may file with the U.S. Securities and Exchange Commission.
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INFORMATION INCORPORATED BY REFERENCE

The following information shall be deemed to be incorporated in, and to form part of, this
Prospectus: 

• the joint Annual Report of Barclays PLC and the Issuer, as filed with the SEC on Form 20-F in
respect of the years ended 31 December 2005 and 31 December 2006, respectively (the “Joint
Annual Report”), with the exception of the information incorporated by reference in the Joint
Annual Report referred to in the Exhibit Index of the Joint Annual Report, which shall not be
deemed to be incorporated in this Prospectus and the Annual Reports of the Issuer containing
the audited consolidated accounts of the Issuer in respect of the years ended 31 December
2005 (the “2005 Issuer Annual Report”) and 31 December 2006 (the “2006 Issuer Annual
Report”), respectively; 

• the joint press release of Barclays PLC and ABN AMRO Holding N.V. dated 23 April 2007, the
audited consolidated financial statements of ABN AMRO Holding N.V. in respect of the year
ended 31 December 2006 and the press release of ABN AMRO Holding N.V. containing a
summary of first quarter 2007 results, dated 16 April 2007, each as filed with the SEC under
Exhibit 99.1, 99.3 and 99.5, respectively, of Form 6-K on 23 April 2007;

• the Interim Financial Report of ABN AMRO Holding N.V. as filed with the SEC on Form 6-K on
27 April 2007, in respect of the three months ended 31 March 2007; 

• the Current Report of Barclays PLC as filed with the SEC on Form 6-K on 31 May 2007, in
respect of a settlement reached between the SEC and Barclays PLC in relation to an SEC
investigation into certain actions by a proprietary trading desk at Barclays PLC; 

• the Barclays PLC Group Reporting Changes in 2007 as filed with the SEC on Form 6-K on 19
June 2007; 

• the Revised Offer Announcement of Barclays PLC dated 23 July 2007, as filed with the SEC
under Exhibit 99.2 of Form 6-K on 23 July 2007;

• the Interim Results Release of ABN AMRO Holding N.V. in respect of the six months ended
30 June 2007 and the Offer Update Announcement of Barclays PLC dated 30 July 2007, each
as filed with the SEC on Form 6-K on 30 July 2007;

• the capitalisation and indebtedness table of the Issuer and the Group as at 30 June 2007 as
filed with the SEC on Form 6-K on 13 August 2007;

• the interim unaudited results of Barclays PLC and the Issuer as of, and for the six months
ended 30 June 2007 and certain supplemental U.S. GAAP information as filed with the SEC on
Form 6-K on 14 September 2007; and

• certain supplemental U.S. GAAP information relating to ABN AMRO Holding N.V., and the
results of the Barclays PLC Extraordinary General Meeting and the class meeting of ordinary
shareholders as filed with the SEC under Exhibits 99.2 and 99.4, respectively, of Form 6-K on
17 September 2007.

The above documents may be inspected as described in paragraph 7 of “General Information”. 
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The table below sets out the relevant page references for all of the information contained within the
Joint Annual Report as filed with the SEC on Form 20-F in respect of the years ended 31 December
2005 and 31 December 2006 which is deemed to be incorporated in, and to form part of, this
Prospectus:

Section 1 - Operating review
Consolidated income statement and balance sheet summary ................................................ 4
Financial review .................................................................................................................................... 9
Risk factors ............................................................................................................................................ 60
Risk management ................................................................................................................................ 63
Critical accounting estimates............................................................................................................ 104
Section 2 - Governance
Board and Executive Committee ...................................................................................................... 108
Directors’ report .................................................................................................................................. 110
Corporate governance report .......................................................................................................... 113
Remuneration report .......................................................................................................................... 121
Accountability and audit .................................................................................................................... 137
Corporate responsibility .................................................................................................................... 139
Section 3 - Financial statements
Presentation of information .............................................................................................................. 144
Independent Registered Public Accounting Firm's report ........................................................ 146
Consolidated accounts Barclays PLC .............................................................................................. 147
Barclays Bank PLC data ...................................................................................................................... 274
Section 4 - Shareholder information ............................................................................................ 291

The table below sets out the relevant page references for all of the information contained within the
interim unaudited results of Barclays PLC as of, and for the six months ended 30 June 2007 as filed
with the SEC on Form 6-K on 14 September 2007 which is deemed to be incorporated in, and to
form part of, this Prospectus:

Summary of key information ............................................................................................................ 6
Financial highlights .............................................................................................................................. 7
Consolidated income statement ...................................................................................................... 8
Consolidated balance sheet .............................................................................................................. 9
Results by business .............................................................................................................................. 11
Results by nature of income and expense .................................................................................... 39
Analysis of amounts included in the balance sheet .................................................................... 51
Performance management ................................................................................................................ 55
Additional information ...................................................................................................................... 57
Notes........................................................................................................................................................ 63
Consolidated statement of recognised income and expense .................................................. 77
Summary consolidated cash flow statement ................................................................................ 78
Other information................................................................................................................................ 79
Barclays PLC US GAAP DATA .......................................................................................................... 81

Barclays PLC and the Issuer have applied International Financial Reporting Standards (“IFRS”) from
1 January 2004, with the exception of the standards relating to financial instruments (IAS 32 and IAS
39) and insurance contracts (IFRS 4) which were applied only with effect from 1 January 2005.
Therefore, in the Annual Report and the 2005 Issuer Annual Report, the impacts of adopting IAS 32,
IAS 39 and IFRS 4 are not included in the 2004 comparatives in accordance with First-time Adoption
of International Financial Reporting Standards (IFRS 1). The results for 2005 are therefore not
entirely comparable to those for 2004 in affected areas. A summary of the significant accounting
policies for Barclays PLC and the Issuer is included in each of the Joint Annual Report, the 2005
Issuer Annual Report and the 2006 Issuer Annual Report.
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KEY FEATURES OF THE OFFERING

The following key features section refers to certain provisions of the Terms and Conditions of the RCIs
and the Trust Deed and, insofar as it relates to the Terms and Conditions of the RCIs, is qualified by
the more detailed information contained elsewhere in this Prospectus. Defined terms used below have
the meaning given to them in “Terms and Conditions of the RCIs” or elsewhere in this Prospectus.

Issuer Barclays Bank PLC 

Holding Company Barclays PLC 

Trustee The Bank of New York, New York office

Issue size U.S.$1,250,000,000

Issue Price 100 per cent.

Issue Date 25 September 2007

Yield 7.436 per cent.

Redemption The RCIs are perpetual securities and have no maturity date.
However, the RCIs are redeemable in whole, but not in part, at
the option of the Issuer, subject to (i) the Issuer being in
compliance with its capital adequacy requirements as
provided in the Capital Regulations (except to the extent that
the Financial Regulator no longer so requires); (ii) the Issuer
giving at least one month’s notice to the Financial Regulator
(except to the extent that the Financial Regulator no longer so
requires) and (iii) the Solvency Condition being met, at their
principal amount together with any Outstanding Payments on
15 December 2017 or on any Coupon Payment Date
thereafter. See also “– Redemption for taxation reasons” and
“– Redemption for regulatory reasons” below.

Interest The RCIs bear interest at a rate of 7.434 per cent. per annum
from (and including) the Issue Date to (but excluding) 15
December 2017 and thereafter at a rate per annum reset
quarterly of 3.17 per cent. per annum above the London
interbank offered rate for 3-month U.S. dollar deposits.

Coupon Payment Dates Coupon Payments in respect of the RCIs will be payable semi-
annually in arrear on 15 June and 15 December in each year
from (and including) 25 September 2007 to (and including) 15
December 2017 and thereafter, subject to adjustment for non-
business days, on 15 March, 15 June, 15 September and 15
December in each year, save that the first payment will be
made on 15 December 2007 in respect of the period from (and
including) 25 September 2007 to (but excluding) 15
December 2007 and will amount to U.S.$16.52 per U.S.$1,000
principal amount of the RCIs.

Subordination The rights and claims of the RCI Holders are subordinated to
the claims of Senior Creditors. No payment of principal or
interest in respect of the RCIs shall be due and payable unless
the Issuer is able to make such payment and still be solvent
immediately thereafter. Upon any winding-up or
administration of the Issuer, each RCI Holder will rank pari
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passu with the holders of Existing TONs, Existing RCIs and of
the most senior class or classes of preference shares (if any) of
the Issuer then in issue and in priority to all other shareholders
of the Issuer.

General deferral of Payments Subject to the restrictions described below, the Issuer may
elect to defer any Coupon Payment (which term does not
include principal) on the RCIs for any period of time. No
interest will accrue on any such deferred Coupon Payment.

Any Coupon Payment that is deferred may be satisfied at any
time at the Issuer’s election, provided that the Issuer must
satisfy such Deferred Payment on the earlier of (i) the date of
redemption of the RCIs and (ii) the Coupon Payment Date
falling on or nearest to the tenth anniversary of the date of
deferral of such Payment.

If the Issuer defers a Coupon Payment for any reason as
described above, then (i) neither the Issuer nor the Holding
Company may (a) declare or pay a dividend (other than a final
dividend declared by the Shareholders of the Holding
Company before such Coupon Payment is so deferred, or a
dividend paid by the Issuer to the Holding Company or a
wholly-owned Subsidiary) on any of their respective ordinary
shares or preference shares, or satisfy any payments in respect
of interest on any Existing RCI or (b) redeem, purchase, reduce
or otherwise acquire any of the share capital or any securities
of any of the Issuer, the Holding Company or any securities of
any of their respective subsidiary undertakings benefiting
from a guarantee from the Issuer or the Holding Company
ranking, as to the right of repayment of principal, pari passu
with or junior to the RCIs (other than shares or other securities
of the Issuer held by the Holding Company or a wholly-owned
Subsidiary), in either case until the Issuer next makes a
Coupon Payment or until the date on which the RCIs are
redeemed in full and (ii) any such deferred Coupon Payment
shall be satisfied only in accordance with the alternative
coupon satisfaction mechanism, subject to the prior consent
of the Financial Regulator (if such consent is required). 

Investors will always receive payments made in respect of RCIs
in cash. However, if the Issuer defers a Payment it must, or if
and to the extent the Issuer so elects at any time it may, satisfy
its obligation to make any Payment (which term does not
include any payment of principal) to RCI Holders by issuing its
ordinary shares to the Trustee or its agent. In such event, the
Trustee or its agent will exchange such ordinary shares for
Ordinary Shares in the Holding Company which, when sold,
will provide a cash amount which the Principal Paying Agent,
on behalf of the Trustee, will pay to the RCI Holders in respect
of the relevant Payment. A Calculation Agent will be
appointed at such time and used to calculate in advance the
number of Ordinary Shares to be issued in order to enable the
Trustee or its agent to raise the full amount of money due on
the relevant payment date to RCI Holders. The Issuer has
agreed to fund any shortfall as at the relevant payment date

Alternative coupon satisfaction
mechanism 

Restrictions during period of
deferral
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arising on the sale of such shares through issuing additional
ordinary shares as part of the operation of a similar share
issue, exchange and sale mechanism to that summarised
above or, if such shortfall still exists on the relevant due date
and is not more than 2 per cent. of the relevant Payment, by
payment of an amount equal to such shortfall.

Pre-emption Each of the Issuer and the Holding Company is required to
keep available for issue enough of its shares as it reasonably
considers would be required to satisfy from time to time the
next two Coupon Payments (or, after the First Reset Date, the
next four Coupon Payments) using the alternative coupon
satisfaction mechanism described above.

Market Disruption Event If, in the opinion of the Issuer, a Market Disruption Event exists
on or after the 15th business day preceding any date upon
which the Issuer is due to satisfy a Payment using the
alternative coupon satisfaction mechanism, the Payment to
RCI Holders may be deferred until the Market Disruption Event
no longer exists. Any such deferred payments shall bear
interest at the then current rate applicable to the RCIs if the
Market Disruption Event continues for 14 days or more from
the due date.

Suspension If, following any takeover offer or any reorganisation,
restructuring or scheme of arrangement, Barclays PLC (or any
successor ultimate holding company of the Issuer) ceases to
be the Issuer’s ultimate holding company, then such changes
to the documentation relating to the RCIs as determined by an
independent investment bank (subject to certain conditions)
to be appropriate in order to preserve substantially the
economic effect, for the RCI Holders, of a holding of the RCIs
will be made by the Issuer and the Trustee, and pending such
changes, the Issuer will not satisfy payments using the
alternative coupon satisfaction mechanism. If the independent
investment bank is unable to determine appropriate
amendments, as notified to the Issuer and the Trustee, each
RCI will (after the receipt of the consent of the Financial
Regulator (if such consent is required) be redeemed at the
Suspension Redemption Price together with interest accrued
to the date of redemption and any unsatisfied Outstanding
Payments.

Additional amounts The Issuer will pay additional amounts to RCI Holders to gross
up payments upon the imposition of UK withholding tax,
subject to customary exceptions.

Redemption for taxation reasons The Issuer may, subject to giving one month’s prior written
notice to, and in the case of any redemption prior to 25
September 2012, (i) receiving the prior consent of the
Financial Regulator and (ii) satisfying the requirement that the
circumstance that entitles the Issuer to exercise its right of
redemption is a change of law or regulation in the United
Kingdom or a change in the interpretation of such law or
regulation by any court or authority entitled to do so (except,
in each case, to the extent that the Financial Regulator no

11

Level: 8 – From: 8 – Friday, September 21, 2007 – 10:57 am – g5mac4 – 3849 Section 01 : 3849 Section 01



longer so requires), redeem all, but not some only, of the RCIs
at their principal amount together with any Outstanding
Payments on any Coupon Payment Date in the event that, for
reasons outside its control, it is required to pay additional
amounts in respect of United Kingdom withholding taxation,
provided that the Solvency Condition is met.

Upon the occurrence of certain other changes in the treatment
of the RCIs for taxation purposes, the Issuer may, subject to
giving one month’s prior written notice to, and in the case of
any redemption prior to 25 September 2012, (i) receiving the
prior consent of the Financial Regulator and (ii) satisfying the
requirement that the circumstance that entitles the Issuer to
exercise its right of redemption is a change of law or
regulation in the United Kingdom or a change in the
interpretation of such law or regulation by any court or
authority entitled to do so (except, in each case, to the extent
that the Financial Regulator no longer so requires), and
provided that the Solvency Condition is met, redeem all, but
not some only, of the RCIs at their principal amount together
with any Outstanding Payments on any Coupon Payment
Date.

Redemption for regulatory reasons The RCIs will qualify as Tier 1 Capital for the purposes of the
Financial Regulator’s capital adequacy regulations. If at any
time the RCIs cease to qualify as Tier 1 Capital, the Issuer may,
subject to giving one month’s prior written notice to, and in
the case of any redemption prior to 25 September 2012, (i)
receiving the prior consent of the Financial Regulator and (ii)
satisfying the requirement that the circumstance that entitles
the Issuer to exercise its right of redemption is a change of law
or regulation in the United Kingdom or a change in the
interpretation of such law or regulation by any court or
authority entitled to do so (except, in each case, to the extent
that the Financial Regulator no longer so requires), and
provided that the Solvency Condition is met, redeem all, but
not some only, of the RCIs at their principal amount together
with any Outstanding Payments on any Coupon Payment
Date.

Remedy for non-payment The sole remedy against the Issuer available to the Trustee or
any RCI Holder for recovery of amounts owing in respect of
any Payment or principal in respect of the RCIs will be the
institution of proceedings for the winding-up in England of the
Issuer and/or proving in such winding-up or the
administration of the Issuer.

Form Registered. RCIs which are offered and sold outside the United
States in reliance on Regulation S will be represented by
interests in the Unrestricted Global RCI Certificate, registered
in the name of, or in the name of a nominee of, a common
depository for Euroclear and Clearstream, Luxembourg on or
about the Issue Date. Up to and including the fortieth day after
the later of the commencement of the offering of the RCIs and
the Issue Date, beneficial interests in the Unrestricted Global
RCI Certificate may be held only through Euroclear or

A13.4.4
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Clearstream. RCIs which are offered and sold in the United
States in reliance on Rule 144A will be represented by interests
in the Restricted Global RCI Certificate, deposited with a
custodian for and registered in the name of a nominee of DTC
on or about the Issue Date. Interests in the Global RCI
Certificates will be shown on, and transfers thereof will be
effected only through, records maintained by DTC and its
direct and indirect participants, Euroclear and Clearstream,
Luxembourg. Individual RCI Certificates evidencing holdings of
RCIs will only be available in certain limited circumstances. See
“Summary of Provisions Relating to the RCIs While in Global
Form”.

Denomination For so long as the RCIs are represented by the Global RCI
Certificates, the RCIs shall be in minimum denominations of
U.S.$100,000 and integral multiples of U.S.$1,000 in excess
thereof.

Applications have been made for the RCIs to be admitted to
listing on the Official List of the UK Listing Authority and to
trading on the London Stock Exchange’s Gilt-Edged and Fixed
Interest Market.

Governing law English.

Rating The RCIs have been assigned an A+ rating by Standard &
Poor’s Rating Services, a division of The McGraw-Hill
Companies, Inc., an Aa3 rating by Moody’s Investors Service,
Inc. and an AA rating by Fitch Ratings Limited. A credit rating
is not a recommendation to buy, sell or hold securities and
may be subject to revision, suspension or withdrawal at any
time by the relevant rating organisation.

A13.7.5

A13.4.3

Listing and admission to trading
London
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RISK FACTORS 

Prospective investors in the RCIs should carefully consider the following information in conjunction
with the other information included in this Prospectus. Defined terms used herein have the meaning
given to them in “Terms and Conditions of the RCIs”.

Risks relating to the RCIs 

Deferral 

The Issuer may elect to defer any Payment (such term does not include principal) on the RCIs, as
more particularly described in “Terms and Conditions of the RCIs — 4. Deferrals”. Whilst any such
Payment is so deferred, neither the Bank nor the Holding Company may (a) declare or pay dividends
(other than a final dividend declared by the Holding Company before deferral, or intra-group
dividends) on shares or satisfy any payments of interest in respect of any Existing RCIs (as such term
is defined in “Terms and Conditions of the RCIs”) or (b) redeem, purchase, reduce or otherwise
acquire any of the share capital or any securities of any of the Issuer, the Holding Company, or any
securities of any of their respective subsidiary undertakings benefiting from a guarantee from the
Issuer or the Holding Company, in each case ranking, as to the right of repayment of principal, or in
the case of any such guarantee, as to the payment of sums under such guarantee, pari passu with
or junior to the RCIs (other than shares or other securities of the Issuer held by the Holding Company
or a wholly-owned subsidiary). Any such deferred Payment will not accrue any interest during the
period of such deferral, save in the limited circumstances described in “Terms and Conditions of the
RCIs — 6. Alternative Coupon Satisfaction Mechanism”.

Perpetual Securities 

The Bank is under no obligation to redeem the RCIs at any time (save in the particular circumstances
referred to in “Terms and Conditions of the RCIs — 8. Payments — (d) Suspension”), and the RCI
Holders have no right to call for their redemption.

Redemption Risk 

The RCIs may, subject, in certain circumstances, to the prior consent of the Financial Regulator, be
redeemed at their principal amount together with any Outstanding Payments at the option of the
Bank in the event that it is required to pay additional amounts as provided in “Terms and Conditions
of the RCIs — 11. Taxation”. In addition, upon the occurrence of certain other specified tax or
regulatory events, the RCIs may be redeemed at their principal amount together with any
Outstanding Payments, all as more particularly described in “Terms and Conditions of the RCIs — 7.
Redemption”.

No Limitation On Issuing Securities 

There is no restriction on the amount of securities or indebtedness which the Bank may issue or
incur which rank senior to or pari passu with the RCIs. The issue of any such securities or
indebtedness may reduce the amount recoverable by RCI Holders on either a winding-up of the Bank
or the appointment of an administrator of the Bank where the administrator has given notice that
he/she intends to declare and distribute a dividend and/or may increase the likelihood of a deferral
of Payments under the RCIs.

Availability of Shares 

If the Bank is to make a Payment using the alternative coupon satisfaction mechanism and a
sufficient number of ordinary shares in the Bank or Ordinary Shares in the Holding Company is not
available, then the Bank’s payment obligation shall be suspended to the extent of such insufficiency,
and no interest on such payment obligation shall accrue, until such time as a sufficient number of
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shares is available to satisfy the suspended payment obligation, as more particularly described in
“Terms and Conditions of the RCIs — 6. Alternative Coupon Satisfaction Mechanism — (d)
Insufficiency”. However, no event of default will have occurred or be deemed to have occurred in
such circumstances.

Market Disruption Event 

If, following a decision by the Bank to satisfy a Payment using the alternative coupon satisfaction
mechanism, a Market Disruption Event exists, in the opinion of the Bank, the payment to RCI Holders
may be deferred until the cessation of such market disruption, as more particularly described in
“Terms and Conditions of the RCIs — 6. Alternative Coupon Satisfaction Mechanism — (e) Market
Disruption”. Any such deferred Payments shall bear interest at the then-current rate applicable to
the RCIs if the Market Disruption Event continues for 14 days or more.

Restricted Remedy for Non-Payment 

In accordance with the Financial Regulator’s requirements for subordinated capital, the sole remedy
against the Bank available to the Trustee or any RCI Holder or Couponholder for recovery of
amounts owing in respect of the RCIs or Coupons will be the institution of proceedings for the
winding-up in England of the Bank and/or proving in such winding-up or the administration of the
Bank.

Liquidity 

Although applications have been made to have the RCIs admitted to listing on the Official List of the
UK Listing Authority and to trading on the Gilt-Edged and Fixed Interest Market of the London Stock
Exchange, there can be no assurance that an active public market for the RCIs will develop and, if
such a market were to develop, the Managers are under no obligation to maintain such a market.
The liquidity and the market prices for the RCIs can be expected to vary with changes in market and
economic conditions, the financial condition and prospects of the Bank and other factors that
generally influence the market prices of securities.

Risks relating to the Issuer and the Group

Business Conditions and General Economy

The profitability of the Group’s businesses could be adversely affected by a worsening of general
economic conditions in the United Kingdom, globally or in certain individual markets such as the
United States or South Africa. Factors such as interest rates, inflation, investor sentiment, the
availability and cost of credit, the liquidity of the global financial markets and the level and volatility
of equity prices could significantly affect the activity level of customers, for example:

• An economic downturn or significantly higher interest rates could adversely affect the credit
quality of the Issuer’s on-balance sheet and off-balance sheet assets by increasing the risk that
a greater number of the Group’s customers would be unable to meet their obligations;

• A market downturn or worsening of the economy could cause the Group to incur mark to
market losses in its trading portfolios;

• A market downturn could reduce the fees the Group earns for managing assets. For example,
a higher level of domestic or foreign interest rates or a downturn in trading markets could
affect the flows of assets under management; and

• A market downturn would be likely to lead to a decline in the volume of transactions that the
Group executes for its customers and, therefore, lead to a decline in the income it receives
from fees and commissions and interest.
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Credit Risk

Credit risk is the risk of suffering financial loss, should any of the Group’s customers, clients or
market counterparties fail to fulfil their contractual obligations to the Group. Credit risk may also
arise where the downgrading of an entity’s credit rating causes the fair value of the Group’s
investment in that entity’s financial instruments to fall. The credit risk that the Group faces arises
mainly from commercial and consumer loans and advances.

Furthermore, credit risk is manifested as country risk where difficulties may arise; in the country in
which the exposure is domiciled thus impeding or reducing the value of the asset; or where the
counterparty may be the country itself.

Settlement risk is another form of credit risk and is the possibility that the Group may pay a
counterparty — for example, a bank in a foreign exchange transaction — but fail to receive the
corresponding settlement in return.

Market Risks

The most significant market risks the Group faces are interest rate, credit spread, foreign exchange,
commodity price and equity price risks. Changes in interest rate levels, yield curves and spreads may
affect the interest rate margin realised between lending income and borrowing costs. Changes in
currency rates, particularly in the Sterling-US Dollar, Sterling-Euro and Sterling-Rand exchange
rates, affect the value of assets and liabilities denominated in foreign currencies and affect earnings
reported by the Group’s non-UK subsidiaries and may affect revenues from foreign exchange
dealing. The performance of financial markets may cause changes in the value of the Group’s
investment and trading portfolios and in the amount of revenues generated from assets under
management. The Group has implemented risk management methods to mitigate and control these
and other market risks to which it is exposed. However, it is difficult to predict with accuracy
changes in economic or market conditions and to anticipate the effects that such changes could
have on the Group’s financial performance, business operations and the value of assets held in the
Group’s pension and long-term assurance funds.

Capital Risk

Capital risk is the risk that the Group has insufficient capital resources to:

• meet minimum regulatory capital requirements in the United Kingdom and in other markets
such as the United States and South Africa where regulated activities are undertaken. The
Group’s authority to operate as a bank is dependent upon the maintenance of adequate
capital resources;

• support its strong credit rating. In addition to capital resources, the Group’s rating is
supported by a diverse portfolio of activities, an increasingly international presence,
consistent profit performance, prudent risk management and a focus on value creation. A
weaker credit rating would increase the Group’s cost of funds; and

• support its growth and strategic options.

The Group’s capital management activities seek to maximise shareholder value by optimising the
level and mix of its capital resources. Capital risk is mitigated by:

• ensuring access to a broad range of investor markets;

• management of the Group’s demand for capital; and

• management of the exposure to foreign currency exchange rate movements.
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Liquidity Risk

This is the risk that the Group is unable to meet its obligations when they fall due and to replace
funds when they are withdrawn with consequent failure to repay depositors and fulfil commitments
to lend. 

The risk that it will be unable to do so is inherent in all banking operations and can be impacted by
a range of institution-specific and market-wide events including, but not limited to, credit events,
merger and acquisition activity, systemic shocks and natural disasters.

Operational Risks

The Group’s businesses are dependent on the ability to process a large number of transactions
efficiently and accurately. Operational risks and losses can result from fraud, employee errors,
failure to properly document transactions or to obtain proper internal authorisation, failure to
comply with regulatory requirements and conduct of business rules, equipment failures, natural
disasters or the failure of external systems. Although the Group has implemented risk controls and
loss mitigation actions, and substantial resources are devoted to developing efficient procedures
and to staff training, it is only possible to be reasonably, but not absolutely, certain that such
procedures will be effective in controlling each of the operational risks faced by the Group.

Insurance Risk

Insurance risk is the risk that the Group will have to make higher than anticipated payments to settle
claims arising from its long-term and short-term insurance businesses.

Legal Risk

The Group is subject to a comprehensive range of legal obligations in all countries in which it
operates. As a result, the Group is exposed to many forms of legal risk, which may arise in a number
of ways. Primarily:

• the Group’s business may not be conducted in accordance with applicable laws around the
world;

• contractual obligations may either not be enforceable as intended or may be enforced against
the Group in an adverse way;

• the intellectual property of the Group (such as its trade names) may not be adequately
protected; and

• the Group may be liable for damages to third parties harmed by the conduct of its business.

The Group faces risk where legal proceedings are brought against it. Regardless of whether such
claims have merit, the outcome of legal proceedings is inherently uncertain and could result in
financial loss.

Defending legal proceedings can be expensive and time-consuming and there is no guarantee that
all costs incurred will be recovered even if the Group is successful.

Although the Group has processes and controls to manage legal risks, failure to manage these risks
could impact the Group adversely, both financially and by reputation.

Tax Risk

The Group is subject to the tax laws in all countries in which it operates. A number of bilateral
double taxation agreements entered into between two countries also impact on the taxation of the
Group. The Group is also subject to European Community tax law.
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Tax risk is the risk associated with changes in tax law or in the interpretation of tax law. It also
includes the risk of changes in tax rates and the risk of failure to comply with procedures required
by tax authorities. Failure to manage tax risks could lead to an additional tax charge. It could also
lead to a financial penalty for failure to comply with required tax procedures or other aspects of tax
law. If, as a result of a particular tax risk materialising, the tax costs associated with particular
transactions are greater than anticipated, it could affect the profitability of those transactions.

Effect of Governmental Policy and Regulation

The Group’s businesses and earnings can be affected by the fiscal or other policies and other actions
of various governmental and regulatory authorities in the United Kingdom, the European Union, the
United States, South Africa and elsewhere.

There is continuing political and regulatory scrutiny of the operation of the retail banking and
consumer credit industries in the United Kingdom and elsewhere. The nature and impact of future
changes in policies and regulatory action are not predictable and beyond the Group’s control but
could have an impact on the Group’s businesses and earnings.

Other areas where changes could have an impact include:

• the monetary, interest rate and other policies of central banks and regulatory authorities;

• general changes in government or regulatory policy that may significantly influence investor
decisions in particular markets in which the Group operates;

• general changes in regulatory requirements, for example, prudential rules relating to the
capital adequacy framework;

• changes in competition and pricing environments;

• further developments in the financial reporting environment;

• expropriation, nationalisation, confiscation of assets and changes in legislation relating to
foreign ownership; and

• other unfavourable political, military or diplomatic developments producing social instability
or legal uncertainty which in turn may affect demand for the Group’s products and services.

Impact of Strategic Decisions taken by the Group

The Group devotes substantial management and planning resources to the development of strategic
plans for organic growth and identification of possible acquisitions, supported by substantial
expenditure to generate growth in customer business. If these strategic plans do not deliver as
anticipated, the Group’s earnings could grow more slowly or decline.

Competition

The global financial services markets in which the Group operates are highly competitive.

Innovative competition for corporate, institutional and retail clients and customers comes both
from incumbent players and a steady stream of new market entrants. The landscape is expected to
remain highly competitive in all areas, which could adversely affect the Group’s profitability if the
Group fails to retain and attract clients and customers.

Impact of External Factors on the Group and Peer Group

The Group’s primary performance goal is to achieve top quartile Total Shareholder Return
performance for 2004 to 2007 (inclusive) against a group of peer financial institutions. This goal
assumes that external factors will impact all peer group entities similarly. The Group’s ability to
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achieve the goal will be significantly impacted if the Group is disproportionately impacted by
negative external factors. Even if the Group performs well, if others perform better or the market
believes others have performed better, we may not achieve our goal. Additionally some peers are
listed on exchanges other than the London Stock Exchange and so may react to differing external
factors.

Regulatory Compliance Risk

Regulatory compliance risk arises from a failure or inability to comply fully with the laws, regulations
or codes applicable specifically to the financial service industry. Non compliance could lead to fines,
public reprimands, damage to reputation, enforced suspension of operations or, in extreme cases,
withdrawal of authorisations to operate.

The National Association of Insurance Commissioners (the ‘‘NAIC’’) has recently classified certain
hybrid securities as common equity rather than preferred stock, and has more recently proposed an
interim approach whereby certain of those securities would be notched down by one NAIC
designation and certain hybrid securities would be henceforth reported as preferred stock. The
NAIC is continuing to review a broad array of securities, and there is no certainty as to how the NAIC
might classify various types of hybrid securities. You should consult your own advisor about the
implications, if any, of the NAIC determination and proposals with respect to your acquisition or
ownership of the RCIs.
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TERMS AND CONDITIONS OF THE RCIs

The following, subject to alteration and except for paragraphs in italics, are the terms and conditions
of the RCIs which will be endorsed on each RCI in definitive form (if issued).

The RCIs are constituted by the Trust Deed. The issue of the RCIs was authorised pursuant to a
resolution of the Fund Raising Committee of the Board of Directors of the Issuer passed on 20
September 2007. The statements in these Terms and Conditions include summaries of, and are
subject to, the detailed provisions of the Trust Deed. Copies of the Trust Deed and the Paying
Agency Agreement are available for inspection during normal business hours by the RCI Holders at
the principal office of the Trustee, being at the date hereof at 101 Barclay Street, New York, NY
10286, United States of America, and at the specified office of each of the Paying Agents. The RCI
Holders are entitled to the benefit of, are bound by, and are deemed to have notice of, all the
provisions of the Trust Deed and of the Paying Agency Agreement applicable to them.

1 Form, Denomination, Title and Transfer

(a) Form and Denomination

The RCIs are serially numbered and in registered form in the Authorised Denominations
without coupons attached.

(b) Title

Title to the RCIs will pass by registration in the Register to be kept by the Registrar. Each RCI
Holder will (except as otherwise required by law or as ordered by a court of competent
jurisdiction) be treated as its absolute owner for all purposes (whether or not it is overdue and
regardless of any notice of ownership, trust or any interest in it or its theft or loss or anything
written on it) and no person will be liable for so treating the RCI Holder. The Issuer will cause
to be kept at the specified offices of the Registrar and in accordance with the terms of the
Paying Agency Agreement a Register on which shall be entered the names and addresses of
the RCI Holders and the particulars of the RCIs held by them and of all transfers and
redemptions of RCIs. Each RCI Holder shall be entitled to receive only one RCI in respect of its
entire holding.

(c) Transfer of RCIs

Subject to the terms of the Paying Agency Agreement and to Conditions 1(f) and 1(g), an RCI
may be transferred in whole or in part in an Authorised Denomination upon the surrender of
the certificate representing the RCI to be transferred, together with the form of transfer
endorsed on it duly completed and executed, at the specified office of the Registrar or the
specified office of any other Transfer Agent. In the case of a transfer of part only of an RCI, a
new RCI in respect of the balance not transferred will be issued to the transferor. No transfer
of an RCI will be valid unless and until entered on the Register.

(d) Delivery of new RCIs

Each new RCI to be issued upon transfer of an RCI will, within three business days of receipt
of such form of transfer, be available for delivery at the specified office of the Transfer Agent
stipulated in the form of transfer, or be mailed at the risk of the holder entitled to the RCI to
such address as may be specified in such form of transfer.

(e) Formalities free of charge

The transfer of an RCI will be effected without charge by or on behalf of the Issuer or the
Transfer Agents, but only upon payment (or the giving of such indemnity as the Issuer or the
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relevant Transfer Agent may require in respect) of any tax or other governmental charges
which may be imposed in relation to such transfer.

(f) Closed Periods

No RCI Holder may require the transfer of an RCI to be registered during the period of 15 days
ending on (and including) the due date for any payment of principal of that RCI or seven days
ending on (and including) any Record Date in respect of a Coupon Payment Date.

(g) Regulations

All transfers of RCIs and entries on the Register will be made subject to the regulations
concerning transfer of RCIs scheduled to the Paying Agency Agreement.

2 Status and Subordination

(a) Status

The RCIs constitute direct, unsecured, subordinated securities of the Issuer and rank pari
passu without any preference among themselves.

(b) Subordination

(i) Condition of Payment: The rights and claims of the RCI Holders are subordinated to the
claims of Senior Creditors, in that payments in respect of the RCIs (including amounts
to be funded through the issue of Issuer Shares in accordance with Condition 6) are
conditional upon the Issuer being solvent at the time of payment by the Issuer (or at the
time of issue of such Issuer Shares by the Issuer) and in that no principal or Payments
shall be due and payable in respect of the RCIs (including amounts to be funded
through the issue of Issuer Shares in accordance with Condition 6) except to the extent
that the Issuer could make such payment (or issue such Issuer Shares) and still be
solvent immediately thereafter. In these Terms and Conditions the Issuer shall be
considered to be solvent at a particular point in time if (i) it is able to pay its debts owed
to Senior Creditors as they fall due and (ii) the Auditors have reported to the Trustee
within the previous six months that the Solvency Condition has been met.

(ii) Solvency Claims: Amounts representing any payments of principal or interest in respect
of which the conditions referred to in Condition 2(b)(i) are not satisfied on the date
upon which the same would otherwise be due and payable (“Solvency Claims”) will be
payable by the Issuer in a winding-up of the Issuer, or in an administration of the Issuer
following notice by the administrator that he/she intends to declare and distribute a
dividend, as provided in Condition 3 and on any redemption (subject to Condition
2(b)(i)) pursuant to Condition 7(b), 7(c), 7(d) or 8(d), provided that in the event that,
prior to any winding-up or administration of the Issuer, the Issuer shall again be solvent
and would be solvent immediately after the making of such payment of Solvency
Claims, then the Issuer shall promptly notify the Trustee, the RCI Holders, the Principal
Paying Agent and the Calculation Agent (if any) of such fact and the Solvency Claims
shall, subject to Condition 2(b)(i), be due and payable on the 16th business day after
the Issuer shall have given such notice. A Solvency Claim shall not bear interest unless
the Issuer shall be solvent once again, in which case interest shall accrue on any such
Solvency Claim from (and including) the date on which the Issuer is so solvent again to
(but excluding) the date on which such Solvency Claim is paid. Any such interest shall
accrue at a rate equal to the then applicable Coupon Rate determined in accordance
with Condition 5 and shall be satisfied only through the issue of Issuer Shares in
accordance with Condition 6, on the date on which the related Solvency Claim is paid.
In the event that the Issuer shall be so solvent once again, the Issuer may not declare or
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pay a dividend (other than a dividend paid by the Issuer to the Holding Company or to
a wholly-owned Subsidiary) from the date that the Issuer is so solvent again until the
date on which the Solvency Claim and any relevant interest on the Solvency Claim is
paid.

(iii) Set-off: Subject to applicable law, no RCI Holder may exercise, claim or plead any right
of set-off, compensation or retention in respect of any amount owed to it by the Issuer
arising under or in connection with the RCIs and each RCI Holder shall, by virtue of his
holding of any RCI, be deemed to have waived all such rights of set-off, compensation
or retention.

For the avoidance of doubt, if the Issuer would otherwise not be solvent for the purposes of
the above, any sums which would otherwise be payable in respect of the RCIs will be available
to be put towards the losses of the Issuer.

3 Winding-up and Administration

If at any time an order is made, or an effective resolution is passed, for the winding-up of the Issuer
(except in any such case for a solvent winding-up solely for the purpose of a reconstruction,
amalgamation or the substitution in place of the Issuer of a successor in business of the Issuer (as
defined in the Trust Deed), the terms of which reconstruction, amalgamation or substitution have
previously been approved in writing by the Trustee or by an Extraordinary Resolution (as described
in the Trust Deed)), or if, following the appointment of an administrator of the Issuer, the
administrator gives notice that he/she intends to declare and distribute a dividend, there shall be
payable by the Issuer in respect of each RCI (in lieu of any other payment by the Issuer), such
amount, if any, as would have been payable to an RCI Holder if, on the day prior to the
commencement of the winding-up or such administration and thereafter, such RCI Holder were the
holder of one of a class of preference shares in the capital of the Issuer having an equal right to a
return of assets in the winding-up or such administration and so ranking pari passu with the holders
of Existing RCIs, Existing TONs and with the holders of that class or classes of preference shares (if
any) from time to time issued by the Issuer which have a preferential right to a return of assets in
the winding-up or such administration, and so rank ahead of, the holders of all other classes of
issued shares for the time being in the capital of the Issuer, but ranking junior to the claims of Senior
Creditors and junior to any notional class of preference shares in the capital of the Issuer by
reference to which the amount payable in respect of any Junior Subordinated Debt in a winding-up
or such administration of the Issuer is determined and senior to all other classes of issued shares
(save as aforesaid) for the time being in the capital of the Issuer, on the assumption that the amount
that such RCI Holder was entitled to receive in respect of such preference share, on a return of assets
in such winding-up or such administration, were an amount equal to the principal amount of the
relevant RCI and any other Payments which are outstanding together with, to the extent not
otherwise included within the foregoing, its pro rata share of any Solvency Claims.

4 Deferrals

(a) The Issuer must make each Coupon Payment on the relevant Coupon Payment Date subject
to and in accordance with these Terms and Conditions. However, the Issuer may, in respect of
any Coupon Payment which would, in the absence of deferral in accordance with this
Condition 4, be due and payable, defer such Coupon Payment by giving a notice (a “General
Deferral Notice”) to the Trustee, the Principal Paying Agent, the Calculation Agent (if any)
and the RCI Holders not less than 16 business days prior to the relevant due date (the
“Deferral Date”). The Issuer may then satisfy any such Deferred Payment at any time,
provided that (1) the Issuer must satisfy such Deferred Payment on the earlier of (i) the date
of redemption of the RCIs and (ii) subject to the provisions in Condition 10, the Coupon
Payment Date falling on or nearest to the 10th anniversary of the related Deferral Date, (2)
such Deferred Payment may only be satisfied through the issue of Issuer Shares in the manner
set out in Condition 6, upon delivery of a notice to the Trustee, the Principal Paying Agent,
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the Calculation Agent and the RCI Holders not less than 16 business days prior to the relevant
Coupon Satisfaction Date and (3) any such satisfaction of a Deferred Payment shall be subject
to the prior consent of the Financial Regulator (if such consent is required). No amount will
be payable by way of interest on any such Deferred Payment, save as provided in Condition
6(e).

(b) If the Issuer has given a General Deferral Notice, then from the date of such notice until the
earlier of (i) the date on which the Issuer next makes a Coupon Payment and (ii) the date on
which the RCIs are redeemed in full in accordance with these Terms and Conditions, neither
the Issuer nor the Holding Company, respectively, may (a) declare or pay a dividend (other
than a final dividend declared by the Shareholders of the Holding Company before such
Coupon Payment is so deferred, or a dividend paid by the Issuer to the Holding Company or
to a wholly-owned Subsidiary) on any of their respective ordinary shares or preference shares,
or satisfy any payments of interest in respect of any Existing RCIs or (b) redeem, purchase,
reduce or otherwise acquire any of the share capital or any securities of any of the Issuer, the
Holding Company or any securities of any of their respective subsidiary undertakings
benefiting from a guarantee from the Issuer or the Holding Company, in each such case
ranking, as to the right of repayment of principal, or in the case of any such guarantee, as to
the payment of sums under such guarantee, pari passu with or junior to the RCIs (other than
ordinary shares, preference shares or other securities of the Issuer held by the Holding
Company or a wholly-owned Subsidiary).

5 Coupon Payments

(a) Coupon Payment Dates

The RCIs bear interest at the Coupon Rate from (and including) the Issue Date and the amount
of such interest will (subject to Conditions 2(b)(i), 4(a), 4(b), 6(d), 6(e) and 8(d)) be payable
on each Coupon Payment Date. Each RCI will cease to bear interest from the due date for
redemption unless, upon due presentation, payment of principal is improperly withheld or
refused. In such event, it shall continue to bear interest in accordance with this Condition
(both before and after judgment) as provided in the Trust Deed.

(b) Coupon Rate

(i) The Coupon Rate in respect of the period from (and including) the Issue Date to (but
excluding) the First Reset Date is 7.434 per cent. per annum.

(ii) The Coupon Rate in respect of each Reset Period shall be the aggregate of 3.17 per cent.
per annum and:

(aa) the offered rate (rounded, if necessary, up to the nearest one hundred
thousandth of a percentage point (0.000005 per cent. being rounded upwards))
for three-month deposits in U.S. dollars as at 11.00 a.m. (London time) on the
Coupon Determination Date in question as appears on the display designated as
Reuters Screen Page LIBOR01 (or such other page or service as may replace it for
the purpose of displaying such information) as determined by the Principal
Paying Agent; or

(bb) if such offered rate does not appear, the arithmetic mean (rounded, if necessary,
up to the nearest one hundred thousandth of a percentage point (0.000005 per
cent. being rounded upwards)) of offered quotations to prime banks in the
London interbank market for three-month deposits in U.S. dollars as at 11.00 a.m.
(London time) on the Coupon Determination Date in question obtained by the
Principal Paying Agent from the principal London office of the Reference Banks,
provided that at least two of the Reference Banks provide the Principal Paying
Agent with such offered quotations; and
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(cc) if, on any Coupon Determination Date to which the provisions of sub-paragraph
(bb) above apply, one only or none of the Reference Banks provides the Principal
Paying Agent with such a quotation, the arithmetic mean (rounded, if necessary,
up to the nearest one hundred thousandth of a percentage point (0.000005 per
cent. being rounded upwards)) of the U.S. dollar lending rates which major banks
in the London interbank market selected by the Principal Paying Agent are
quoting at approximately 11.00 a.m. (London time) on the relevant Coupon
Determination Date to leading banks in London for a period of three months,

except that, if the banks so selected by the Principal Paying Agent under sub-paragraph (cc)
above are not quoting as mentioned above, the Coupon Rate shall be either (i) the Coupon
Rate in effect for the last preceding Coupon Period to which one of the preceding sub-
paragraphs of this paragraph shall have applied or (ii) if none, 8.434 per cent. per annum.

(c) Determination and Publication of Coupon Rate and Coupon Amount

The Principal Paying Agent will, upon determining the Coupon Rate pursuant to Condition
5(b)(ii), calculate the Coupon Amount in respect of each U.S.$1,000 principal amount of the
RCIs and cause the Coupon Rate and each Coupon Amount payable in respect of a Coupon
Period to be notified to the Trustee, the Issuer, the Paying Agent and any stock exchange on
which the RCIs are for the time being listed and to be notified to the RCI Holders as soon as
possible after their determination but in no event later than the fourth business day
thereafter.

Each Coupon Amount in respect of any Coupon Period ending prior to the First Reset Date
shall be calculated by applying the Coupon Rate to the principal amount of the relevant RCI
and, in respect of any period of less than one year (save for a semi-annual Coupon Period),
such Coupon Amount shall be calculated on the basis of a 360-day year consisting of 12
months of 30 days each and, in the case of an incomplete month, the number of days elapsed,
and the resulting figure rounded to the nearest cent (half a cent being rounded up).

Each Coupon Amount in respect of any Coupon Period commencing on or after the First Reset
Date shall be calculated by applying the Coupon Rate to the principal amount of the relevant
RCI and multiplying the result by the Day Count Fraction and rounding the resulting figure to
the nearest cent (half a cent being rounded up).

(d) Determination or Calculation by Trustee

If the Principal Paying Agent does not at any time for any reason so determine the Coupon
Rate or calculate each Coupon Amount in accordance with Condition 5(b)(ii) and 5(c) the
Trustee or an agent on its behalf shall do so and such determination or calculation shall be
deemed to have been made by the Principal Paying Agent. In doing so, the Trustee or its agent
shall apply the foregoing provisions of this Condition, with any necessary consequential
amendments, to the extent that, in its opinion, it or its agent can do so, and in all other
respects it shall do so in such manner as it shall deem fair and reasonable in all the
circumstances. All determinations or calculations made or obtained for the purposes of the
provisions of this Condition 5(d) by the Trustee or its agent, shall (in the absence of wilful
default, bad faith or manifest error) be binding on the Issuer, the Paying Agents, the Registrar
and the Transfer Agents and all RCI Holders and (in the absence of wilful default or bad faith)
no liability to the Issuer or the RCI Holders shall attach to the Trustee in connection with the
exercise or non-exercise by it of its powers, duties and discretions pursuant to such provisions.

(e) Reference Banks

Unless the RCIs are to be redeemed on the First Reset Date, the Issuer will (with the prior
written approval of the Trustee) not later than 20 business days before the First Reset Date
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appoint four leading financial institutions engaged in the London interbank market to act as
Reference Banks and will procure that, so long as any RCI is outstanding, there shall thereafter
at all times be four Reference Banks. If any such institution (acting through its relevant office)
is unable to continue to act as a Reference Bank, the Issuer shall (with the prior written
approval of the Trustee) appoint some other leading financial institution engaged in the
London interbank market (acting through its London office) to act as such in its place.

6 Alternative Coupon Satisfaction Mechanism

(a) Alternative Coupon Satisfaction Mechanism

In addition to the requirements in Conditions 2(b), 4(a) and 6(e), the Issuer may elect to
satisfy any Payment in full or in part through the issue of Issuer Shares to the Trustee in
accordance with this Condition 6, in which case it shall notify the Holding Company, the
Trustee, the Principal Paying Agent and the Calculation Agent not less than 16 business days
prior to the relevant date. In the absence of, or save to the extent of, such election and issue,
subject to Condition 4, Payments must be satisfied in accordance with Condition 8(a).

In the case of satisfaction of a Payment in part, the amount payable in respect of each RCI to
which such Payment relates shall be reduced on a pro rata basis by the amount of such part
payment made.

(b) Issue of shares

If any Payment is to be satisfied in full or in part through the issue of Issuer Shares to the
Trustee then, subject to Conditions 6(d) and 6(e):

(i) by close of business on or before the 11th business day prior to the relevant Coupon
Payment Date or Coupon Satisfaction Date the Issuer will issue to the Trustee (or, if so
agreed between the Issuer and the Trustee, to an agent of the Trustee) such number of
Issuer Shares (the “Payment Issuer Shares”) as, in the determination of the Holding
Company will have a market value of not less than the relevant Payment (or, as the case
may be, part thereof) to be satisfied in accordance with this Condition 6; 

(ii) by close of business on or before the 7th business day prior to the relevant Coupon
Payment Date or Coupon Satisfaction Date the Trustee will transfer or instruct its agent
to transfer the Payment Issuer Shares to the Holding Company in consideration for
which the Holding Company will issue to the Trustee (or, if so agreed between the
Issuer and the Trustee, to an agent of the Trustee) such number of Ordinary Shares (the
“Payment Ordinary Shares”) as, in the determination of the Calculation Agent, have a
market value of not less than the relevant Payment to be satisfied in accordance with
this Condition 6;

(iii) the Trustee will use reasonable endeavours to effect the transfer or procure that its
agent effects the transfer of such Payment Ordinary Shares to or to the order of the
Calculation Agent (subject to any necessary consents being obtained) as soon as
practicable and in any case not later than by close of business on the 6th business day
prior to the date on which the relevant Payment is due, and the Calculation Agent shall
be required to agree in the Calculation Agency Agreement to use reasonable
endeavours to procure purchasers for such Payment Ordinary Shares. The Calculation
Agent shall further be required to agree in the Calculation Agency Agreement to
exchange, as agent of the Trustee, the proceeds of such sale (where necessary) into U.S.
dollars at prevailing market exchange rates and deliver such exchanged proceeds to, or
hold such exchanged proceeds to the order of, the Trustee, who shall pay or procure
that its agent pays such proceeds as it holds in respect of the relevant Payment (or, as
the case may be, part thereof) on its due date in accordance with Condition 6(c); and
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(iv) if, after the operation of the above procedures there would, in the opinion of the
Calculation Agent, be a shortfall on the date on which the relevant Payment is due, the
Issuer and the Holding Company shall issue and/or sell (as the case may be) further
Issuer Shares and Ordinary Shares in accordance with the provisions of the Trust Deed
to ensure that a sum at least equal to the relevant Payment is available to make the
Payment in full on the relevant due date, provided that if, despite the operation of the
aforementioned provisions, such a shortfall still exists on the relevant due date the
Issuer may in accordance with the provisions of the Trust Deed either pay an amount
equal to such shortfall as soon as practicable to the Trustee (provided that such
shortfall is not more than 2 per cent. of the relevant Payment) or continue, together
with the Holding Company, to issue and/or sell Issuer Shares and Ordinary Shares until
the Trustee shall have received funds equal to the full amount of such shortfall.

(c) Issue satisfies payment

Where the Issuer either elects or is required to make a Payment in full or in part hereunder by
issuing Issuer Shares to the Trustee and issues such shares in accordance with this Condition
6, the issue of such Issuer Shares shall release and discharge the Issuer in full or in part from
the requirement to satisfy the relevant Payment or, as the case may be, in the circumstances
referred to in (d) below, the relevant part of such Payment if the issue of such Issuer Shares is
made in accordance with this Condition 6. The proceeds of sale of Payment Ordinary Shares
resulting from the mandatory exchange of Payment Issuer Shares in accordance with this
Condition 6 shall be paid by the Trustee or its agent to the RCI Holders in respect of the
relevant Payment.

(d) Insufficiency

Where the Issuer either elects or is required to make a Payment in full or in part hereunder by
issuing Issuer Shares to the Trustee in accordance with this Condition 6 and either the Issuer
or the Holding Company does not, on the date when the number of such shares required to
be issued is determined in accordance with this Condition 6, have sufficient number of,
respectively, Issuer Shares or Ordinary Shares available for issue, then the Issuer or, as the case
may be, the Holding Company shall notify the Issuer or the Holding Company, as the case may
be, and the Trustee, the Principal Paying Agent, the Calculation Agent and the RCI Holders
that all or part, as the case may be, of the relevant Payment cannot be so satisfied due to the
events described in this paragraph, in which case the same shall be satisfied following the date
of the next annual general meeting or extraordinary general meeting of shareholders of the
Issuer or, as the case may be, the Holding Company at which a resolution is passed authorising
a sufficient number of Issuer Shares or Ordinary Shares to be issued to satisfy all or such part
of the relevant Payment, provided that if the number of Issuer Shares or Ordinary Shares
authorised to be issued at any such meeting is insufficient to satisfy all or such part of the
relevant Payment then those Issuer Shares or Ordinary Shares, as the case may be, so
authorised to be issued shall be applied by the Issuer in part satisfaction of all or such part of
the relevant Payment. Following the passing of such resolution, the Issuer shall notify the
Trustee, the Principal Paying Agent, the Calculation Agent and the RCI Holders of the date
upon which the relevant Payment or, as the case may be, the part thereof is to be made in
accordance herewith on not less than 16 business days’ notice. The relevant Payment or, as
the case may be, the part thereof which is not so satisfied shall accrue interest at the then
applicable Coupon Rate from (and including) the date on which Payment would otherwise
have been due to (but excluding) the date on which such Payment or part thereof is satisfied.
If, in the case of an insufficiency of Issuer Shares, the Issuer does not hold an annual or
extraordinary general meeting at which a resolution to make a sufficient number of Issuer
Shares so available is passed within 6 weeks of giving the above first-mentioned notice, the
Trustee shall by notice require the Issuer to convene an extraordinary general meeting at
which such a resolution shall be proposed on a date falling within 4 weeks of such notice from
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the Trustee. If, in the case of an insufficiency of Ordinary Shares, the Holding Company does
not hold an annual general meeting within 12 months of giving the above first-mentioned
notice, at which a resolution to make a sufficient number of Ordinary Shares so available is
proposed, the Trustee shall by notice require the Holding Company to convene an
extraordinary general meeting at which such a resolution shall be proposed on a date falling
within 10 weeks of such notice from the Trustee. In the event that any such resolution
proposed at any such annual general meeting or extraordinary general meeting is rejected,
such resolution will then be proposed at the next following annual general meeting of the
Issuer or, as the case may be, the Holding Company and, if at such annual general meeting
such proposal is rejected again, from the date of such second rejection until such time as such
resolution has been passed by the shareholders of the relevant company, neither the Issuer
nor the Holding Company, respectively, may (a) declare or pay a dividend (other than a final
dividend declared by the Shareholders of the Holding Company before such second rejection
or a dividend paid by the Issuer to the Holding Company or to a wholly owned Subsidiary) on
any of their respective ordinary shares or preference shares or (b) redeem, purchase, reduce
or otherwise acquire any of the share capital or any securities of any of the Issuer, the Holding
Company or any securities of any of their respective subsidiary undertakings benefiting from
a guarantee from the Issuer or the Holding Company in each such case ranking, as to the right
of repayment of principal, or in the case of any such guarantee, as to the payment of sums
under such guarantee, pari passu with or junior to the RCIs (other than ordinary shares,
preference shares or other securities held by the Holding Company or a wholly-owned
Subsidiary).

For the avoidance of doubt, no RCI may be redeemed pursuant to the provisions of Conditions
7(b), 7(c), 7(d) and 8(d), unless all Outstanding Payments are satisfied at the same time. In
the event that either the Issuer or the Holding Company does not have a sufficient number of,
respectively, Issuer Shares or Ordinary Shares available for issue to satisfy the payment of all
such Outstanding Payments which are required to be satisfied in accordance with this
Condition 6, then the Issuer may not redeem any RCI until such time as both the Issuer and
the Holding Company have so available sufficient Issuer Shares or, as the case may be,
Ordinary Shares.

(e) Market Disruption

Notwithstanding the provisions of Condition 6(b), if there exists, in the opinion of the Issuer,
a Market Disruption Event on or after the 15th business day preceding any date upon which
the Issuer is due to make or satisfy a Payment in accordance with this Condition 6, then the
Issuer may give a notice to the Trustee, the Principal Paying Agent, the Calculation Agent and
the RCI Holders as soon as possible after the Market Disruption Event has arisen or occurred,
whereupon the relevant Payment may be deferred until such time as the Market Disruption
Event no longer exists.

Any such deferred Payment will be satisfied as soon as practicable following such time as the
Market Disruption Event no longer exists. Interest shall not accrue on such deferred Payment
unless, solely as a consequence of the existence of a Market Disruption Event, the Issuer does
not make the relevant Payment for a period of 14 days or more after the due date therefor, in
which case interest shall accrue on such deferred Payment from (and including) the date on
which the relevant Payment was first due to be made to (but excluding) the date on which
such Payment is made (and for so long as the sole reason for the Issuer not making the
relevant Payment is the existence of the Market Disruption Event). Any such interest shall
accrue at a rate determined in accordance with Condition 5 and shall be satisfied only through
the issue of Issuer Shares in accordance with Condition 6, as soon as reasonably practicable
after the relevant deferred Payment is made. No liability shall attach to the Trustee or its
agent if, as a result of a Market Disruption Event or any other event outside the control of the
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Trustee or its agent, the Trustee or its agent is unable to comply with the provisions of
Condition 6(b).

7 Redemption

(a) No Fixed Redemption Date

The RCIs are perpetual securities in respect of which there is no fixed redemption date and
the Issuer shall (subject to the provisions of Conditions 2 and 3 and without prejudice to the
provisions of Condition 12) only have the right to repay them in accordance with the
following provisions of this Condition 7 or in the circumstance provided in Condition 8(d). 

Any redemption of the RCIs pursuant to Condition 7(b), 7(c) or 7(d) shall be subject to the
Issuer providing at least one month’s prior notice to the Financial Regulator (except to the
extent that the Financial Regulator no longer so requires).

Any redemption of the RCIs prior to 25 September 2012 pursuant to Condition 7(c) or 7(d)
shall be subject to (i) the prior consent of the Financial Regulator and (ii) the requirement that
the circumstance that entitles the Issuer to exercise its right of redemption is a change of law
or regulation in the United Kingdom or a change in the interpretation of such law or
regulation by any court or authority entitled to do so (except to the extent that the Financial
Regulator no longer so requires).

(b) Issuer’s Call Option

Provided that (i) the Auditors have reported to the Trustee within the previous six months
that the Solvency Condition is met, and (ii) the Issuer has satisfied the Trustee that, both at
the time when the notice of redemption is given and immediately following such redemption,
the Issuer is or will be (as the case may be) in compliance with its capital adequacy
requirements as provided in the Capital Regulations (except to the extent the Financial
Regulator no longer so requires), the Issuer may, by giving not less than 30 nor more than 60
days’ prior notice to the RCI Holders in accordance with Condition 16 and to the Principal
Paying Agent and the Trustee, which notice shall be irrevocable, elect to redeem all, but not
some only, of the RCIs on any Reset Date at their principal amount together with any
Outstanding Payments.

(c) Redemption due to Taxation

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

(i) the Issuer would, for reasons outside its control, be unable to make such payment
without being required to pay additional amounts as provided in Condition 11 (and
such requirement cannot be avoided by the Issuer taking reasonable measures available
to it); or

(ii) payments of amounts in respect of interest on the RCIs including, for the avoidance of
doubt, the issue of Issuer Shares pursuant to Condition 6, may be treated as
“distributions” within the meaning of Section 832(1) of the Income and Corporation
Taxes Act 1988 (or such other Section and/or Act as may from time to time supersede
or replace Section 832(1) of the Income and Corporation Taxes Act 1988 for the
purposes of such definition) and such requirement or circumstance cannot be avoided
by the Issuer taking such measures as it (acting in good faith) deems appropriate; or

(iii) as a result of any change in, or prospective or actual amendment to, the laws of the
United Kingdom or any political subdivision or authority thereof having power to tax,
or any change in the application of official or generally published interpretation of such
laws (including a decision by a court or tribunal of competent jurisdiction), or any
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interpretation or pronouncement by any relevant tax authority that provides for a
position with respect to such law or regulations that differs from the previously
generally accepted position in relation to similar transactions or which differs from any
specific written confirmation given by a tax authority in respect of the RCIs, which
change or amendment becomes effective or is to take effect, on or after 25 September
2007, there is more than an insubstantial risk that the Issuer will not obtain relief for the
purposes of United Kingdom corporation tax for any payment of interest including, for
the avoidance of doubt, the issue of Issuer Shares pursuant to Condition 6 in respect of
the RCIs or, as a result of the RCIs being in issue, the Issuer may be unable to claim or
surrender losses as group relief and such requirement or circumstance cannot be
avoided by the Issuer taking such measures as it (acting in good faith) deems
appropriate, 

then, subject to Condition 7(a), the Issuer may provided that (aa) the Auditors have reported
to the Trustee within the previous six months that the Solvency Condition is met, and (bb) the
Issuer has satisfied the Trustee that, both at the time when the notice of redemption is given
and immediately following such redemption, the Issuer is or will be (as the case may be) in
compliance with its capital adequacy requirements as provided in the Capital Regulations
(except to the extent that the Financial Regulator no longer so requires), having given not less
than 30 nor more than 60 days’ prior notice to the Trustee, the Principal Paying Agent and,
in accordance with Condition 16, the RCI Holders (which notice shall be irrevocable) redeem
in accordance with these Terms and Conditions, all, but not some only, of the RCIs at their
principal amount together with any Outstanding Payments on any Coupon Payment Date.

Prior to the publication of any notice of redemption pursuant to this Condition 7(c) the Issuer
shall deliver to the Trustee a certificate signed by a Director of the Issuer stating that the
relevant requirement or circumstance referred to in paragraphs (i), (ii) or (iii) above is
satisfied and the Trustee shall accept such certificate as sufficient evidence of the satisfaction
of the conditions precedent set out above in which event it shall be conclusive and binding on
the RCI Holders. Upon expiry of such notice the Issuer shall redeem the RCIs.

(d) Redemption for Regulatory Purposes

If the Financial Regulator has determined that the RCIs no longer qualify as Tier 1 Capital then
the Issuer may, provided that (i) the Auditors have reported to the Trustee within the previous
six months that the Solvency Condition is met, and (ii) the Issuer has satisfied the Trustee that,
both at the time when the notice of redemption is given and immediately following such
redemption, the Issuer is or will be (as the case may be) in compliance with its capital
adequacy requirements as provided in the Capital Regulations (except to the extent that the
Financial Regulator no longer so requires), having given not less than 30 nor more than 60
days’ prior notice to the Trustee, the Principal Paying Agent and, in accordance with
Condition 16, the RCI Holders (which notice shall be irrevocable) redeem in accordance with
these Terms and Conditions, all, but not some only, of the RCIs at their principal amount
together with any Outstanding Payments on any Coupon Payment Date.

Prior to the publication of any notice of redemption pursuant to this Condition 7(d) the Issuer
shall deliver to the Trustee a certificate signed by a Director of the Issuer stating that the
Financial Regulator has determined that the RCIs no longer qualify as Tier 1 Capital. Upon
expiry of such notice the Issuer shall redeem the RCIs.

(e) Purchases

The Issuer or any other Subsidiary may (subject to the prior consent of the Financial
Regulator, if required) and provided that (i) the Auditors have reported to the Trustee within
the previous six months that the Solvency Condition is met and (ii) the Issuer has satisfied the
Trustee that, both at the time when the notice of redemption is given and immediately
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following such redemption, the Issuer is or will be (as the case may be) in compliance with its
capital adequacy requirements as provided in the Capital Regulations (if required), at any time
purchase RCIs in any manner and at any price. 

(f) Cancellation

All RCIs so redeemed or purchased by the Issuer, save for any such RCIs purchased by the
Issuer in the ordinary course of a business in dealing in securities, will be cancelled and may
not be re-issued or resold.

8 Payments

(a) Method of Payment

(i) Payments of principal (including amounts in respect of the Suspension Redemption
Price) and Coupon Amounts in respect of the RCIs will be made by or on behalf of the
Issuer against presentation and surrender of the certificate(s) representing the RCIs at
the specified office of any of the Paying Agents (subject to subparagraph (iv) below).
Such payments will be made, at the option of the payee by U.S. dollar cheque drawn on,
or by transfer to a U.S. dollar registered account maintained by the payee with, a bank
in New York City.

(ii) Payments of Coupon Amounts in respect of the RCIs will be paid on the due date for
payment to the persons shown on the Register at the close of business on the relevant
Record Date in respect of such payment. Payments of interest on each RCI will be made
by transfer to the registered account of the RCI Holder or by U.S. dollar cheque drawn
on a bank in New York City mailed to the registered address of the RCI Holder if it does
not have a registered account.

(iii) The name of the initial Paying Agent and its initial specified office is set out below. The
Issuer reserves the right, subject to the prior written approval of the Trustee at any time
to vary or terminate the appointment of any Paying Agent and to appoint additional or
other Paying Agents provided that it will at all times maintain (aa) for so long as the
RCIs are admitted to the Official List of the Financial Services Authority in its capacity
as competent authority under the Financial Services and Markets Act 2000 and
admitted to trading on the London Stock Exchange’s EEA Regulated Market, a Paying
Agent having a specified office in London and (bb) a Paying Agent with a specified
office in a European Union member state (which may include the United Kingdom) that
will not be obliged to withhold or deduct tax pursuant to any law implementing
European Council Directive 2003/48/EC or any other Directive implementing the
conclusions of the ECOFIN Council meeting of 26-27 November 2000. Notice of any
such termination or appointment and of any change in the specified offices of the
Paying Agents will be given to the RCI Holders in accordance with Condition 16.

(iv) For the purposes of this Condition, a RCI Holder’s registered account means the U.S.
dollar account maintained by or on behalf of it with a bank in New York City, details of
which appear on the Register at the close of business on the second business day before
the due date for payment, and an RCI Holder’s registered address means its address
appearing on the Register at that time.

(b) Payments subject to Fiscal Laws

Without prejudice to the terms of Condition 11, all payments made in accordance with these
Terms and Conditions shall be made subject to any fiscal or other laws and regulations
applicable in the place of payment. No commissions or expenses shall be charged to the RCI
Holders in respect of such payments.
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(c) Payments on Payment Business Days

A certificate representing an RCI may only be presented and surrendered (if so required) for
payment on a day which is a Payment Business Day. No further interest or other payment will
be made as a consequence of the day on which the relevant certificate representing an RCI
may be presented and surrendered for payment under this paragraph falling after the due
date.

(d) Suspension

If, following any takeover offer made under the City Code on Take-overs and Mergers (or any
equivalent or similar rules or regulations) or any reorganisation, restructuring or scheme of
arrangement, the holding company which, immediately prior to such event, was the Ultimate
Owner ceases to be the Ultimate Owner, then the Issuer shall as soon as practicable give
notice to the Trustee, the Calculation Agent (if any) and the RCI Holders, whereupon the
Issuer’s ability to satisfy a Payment by the method contemplated by Condition 6 shall be
suspended (such event being a “Suspension”). In such event an independent investment bank
appointed by the Issuer (at the Issuer’s expense) and approved by the Trustee shall determine,
subject to the requirements that (i) the Issuer shall not be obliged to reduce its net assets, (ii)
no amendment may be proposed or made which would alter the regulatory capital treatment
of the RCIs for banking capital adequacy purposes without the prior consent of the Financial
Regulator (except to the extent that the Financial Regulator no longer so requires), and (iii)
no such amendment may be made which would, in the Trustee’s opinion, impose more
onerous obligations on it without its consent, what amendments (if any) to these Terms and
Conditions, the Trust Deed and any other relevant documents are appropriate in order to
preserve substantially the economic effect, for the RCI Holders, of a holding of the RCIs prior
to the Suspension. Upon any such determination being reached and notified to the Trustee
and the Issuer by such investment bank, the Trustee and the Issuer shall, pursuant to the terms
of the Trust Deed and without the consent of the RCI Holders, effect any necessary
consequential changes to these Terms and Conditions and the Trust Deed and any other
relevant documents, whereupon the Issuer’s right to satisfy a Payment by the method
contemplated in Condition 6 shall no longer be subject to the Suspension.

If, after using all reasonable endeavours, such investment bank is unable to formulate such
amendments, it shall so notify the Issuer, the Holding Company, the previous Ultimate Owner
(if not the Holding Company), the new Ultimate Owner, the Trustee, the Principal Paying
Agent and the Calculation Agent (if any) and each RCI shall be redeemed by the Issuer,
following notice to the RCI Holders by the Issuer of such redemption, as soon as practicable
after receipt of the consent of the Financial Regulator to such redemption (if such consent is
required), at the Suspension Redemption Price, together with interest accrued on such RCI
until such date of redemption, and any Outstanding Payments which have not otherwise been
satisfied in accordance with these Terms and Conditions, not later than the 60th business day
following the giving of such notice by the Issuer to the RCI Holders. Such redemption will,
unless otherwise agreed by the Issuer and the Trustee, be effected through the issue of Issuer
Shares, such Issuer Shares to be transferred to the new Ultimate Owner in consideration for
which the new Ultimate Owner issues and transfers its ordinary shares (or share capital of an
equivalent class) in accordance, mutatis mutandis, with Condition 6 (with references to the
Payment Ordinary Shares being construed as references to such ordinary shares or equivalent
share capital of the new Ultimate Owner).

9 Pre-emption

The Issuer shall, at all times, keep available for issue such number of Issuer Shares as it reasonably
considers would be required to be issued in order to satisfy the amount of the next two Coupon
Payments (or, after the First Reset Date, the next four Coupon Payments) assuming such Coupon
Payments were to be settled pursuant to Condition 6.
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The Holding Company shall, at all times, keep available for issue such number of Ordinary Shares as
it reasonably considers would be required to be issued in order to satisfy the requirement to issue
Payment Ordinary Shares in accordance with Condition 6 in connection with the next two Coupon
Payments (or, after the First Reset Date, the next four Coupon Payments) assuming such Coupon
Payments were to be settled pursuant to Condition 6.

No damages will be payable for breach of this covenant but, in the event of breach by the Issuer or
the Holding Company of this Condition 9, the Trustee may require the Issuer or, as the case may be,
the Holding Company, to put before the next general meeting of the shareholders of the Issuer or,
as the case may be, the Holding Company a resolution to remedy the breach.

The Trustee shall not be obliged to monitor compliance by the Issuer or the Holding Company with
this Condition and shall be entitled to assume, unless it has actual knowledge to the contrary, that
the Issuer and the Holding Company are complying with their obligations under this Condition.

For the avoidance of doubt, any shares which the Issuer or the Holding Company, as the case may
be, is required to keep available for issue other than in connection with this issue of RCIs shall be
discounted in determining whether the Issuer and the Holding Company are complying with their
obligations under this Condition.

10 Non-Payment when Due

Notwithstanding any of the provisions below in this Condition 10, the right to institute winding-up
proceedings (or, if permitted by these Conditions, administration proceedings) is limited to
circumstances where a payment has become due and payable. Pursuant to Condition 2(b), no
principal or Payment will be due and payable if the Solvency Condition is not met, or if the Issuer
would not otherwise be solvent immediately after payment of the relevant amount of principal or
Payment. Also, in the case of any Coupon Payment, such Coupon Payment will not be due, if the
Issuer has elected to defer that Coupon Payment pursuant to Condition 4 or if the circumstances
referred to in any of Conditions 6(d), 6(e) or 8(d) then apply. Accordingly, no default will have
occurred or be deemed to have occurred in such circumstances. Furthermore, the failure by the
Issuer to satisfy any Deferred Payment on the Coupon Payment Date falling on or nearest to the
10th anniversary of the related Deferral Date pursuant to Condition 4(a) shall not constitute a
default and no winding-up proceedings (or, if permitted by these Conditions, administration
proceedings) may be instituted notwithstanding that such Deferred Payment shall then be due. The
Trust Deed contains provisions entitling the Trustee to claim from the Issuer, inter alia, the fees,
expenses and liabilities incurred by it in carrying out its duties under the Trust Deed. The restrictions
on commencing proceedings described below will not apply to any such claim.

(a) If the Issuer shall not make payment in respect of the RCIs (in the case of payment of principal)
for a period of 7 days or more after the date that such payment has become due and payable
in accordance with the terms hereof for the same or (in the case of any Coupon Payment,
Deferred Payment or Accrued Payment or any payment under Clause 2.6 of the Trust Deed in
respect of a payment shortfall) shall not make payment for a period of 14 days or more after
the date that such payment has become due and payable in accordance with the terms hereof,
the Issuer shall be deemed to be in default under the Trust Deed and the RCIs and the Trustee
may, notwithstanding the provisions of paragraph (b) of this Condition 10, institute
proceedings for the winding-up of the Issuer. 

(b) Subject as provided in Condition 9, the Trustee may at its discretion and without further
notice institute such proceedings against the Issuer as it may think fit to enforce any term or
condition binding on the Issuer under the Trust Deed or the RCIs (other than for the payment
of any principal or satisfaction of any Payments in respect of the RCIs or any payment under
Clause 2.6 of the Trust Deed) provided that the Issuer shall not by virtue of the institution of
any such proceedings be obliged to pay any sum or sums, in cash or otherwise, sooner than
the same would otherwise have been payable by it. 
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(c) The Trustee shall not be bound to take any of the actions referred to in paragraph (a) or (b)
above against the Issuer to enforce the terms of the Trust Deed or the RCIs unless (i) it shall
have been so requested by an Extraordinary Resolution of the RCI Holders or in writing by the
holders of at least one-fifth in principal amount of the RCIs then outstanding (as defined in
the Trust Deed) and (ii) it shall have been indemnified and/or secured to its satisfaction.

(d) No RCI Holder shall be entitled to proceed directly against the Issuer or to institute
proceedings for the winding-up of the Issuer or to prove in such winding-up or the
administration of the Issuer unless the Trustee, having become so bound to proceed or being
able to prove in such winding-up or administration, fails to do so within a reasonable period
and such failure shall be continuing, in which case the RCI Holder shall have only such rights
against the Issuer as those which the Trustee is entitled to exercise. No remedy against the
Issuer shall be available to the Trustee or any RCI Holder (i) for the recovery of amounts owing
in respect of the RCIs (including any payment under Clause 2.6 of the Trust Deed), other than
the institution of proceedings for the winding-up of the Issuer in England and/or proving in
such winding-up or the administration of the Issuer and (ii) for the breach of any other term
under the Trust Deed or the RCIs, other than as provided in paragraph (b) above.

11 Taxation

All payments by or on behalf of the Issuer of principal (including amounts in respect of any
Suspension Redemption Price), Coupon Payments, Deferred Payments, Accrued Payments and
Solvency Claims in respect of the RCIs will be made without withholding of or deduction for, or on
any account of, any present or future taxes, duties, assessments or governmental charges of
whatsoever nature imposed or levied by or on behalf of the United Kingdom or any political
subdivision thereof or by any authority therein or thereof having power to tax, unless the
withholding or deduction of such taxes, duties, assessments or governmental charges is required by
law. In that event the Issuer will pay such additional amounts as may be necessary in order that the
net amounts receivable by RCI Holders after such withholding or deduction shall equal the
respective amounts of principal and interest which would have been receivable in respect of the RCIs
in the absence of such withholding or deduction, except that no such additional amounts shall be
payable in relation to any payment with respect to any RCI:

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

(b) unless it is proved to the satisfaction of the Paying Agent through whom the relevant payment
is made that the holder would not be able to avoid such withholding or deduction by
satisfying any statutory requirements and/or by making a declaration of non-residence or
other similar claim for exemption but, in either case, fails to do so; or 

(c) where (in the case of a payment of principal or interest on redemption) the relevant RCI is
surrendered for payment more than 30 days after the Relevant Date except to the extent that
the holder thereof would have been entitled to such additional amounts if it had surrendered
the same for payment on the last day of such period of 30 days; or 

(d) where such withholding or deduction is imposed on a payment to an individual and is made
pursuant to European Council Directive 2003/48/EC or any other Directive on implementing
the conclusions of the ECOFIN Council meeting of 26-27 November 2000 on the taxation of
savings income or any law implementing or complying with, or introduced in order to
conform to, such Directive; or 

(e) held by a holder of a RCI who would have been able to avoid such withholding or deduction
by arranging to receive the relevant payment through another Paying Agent in a Member
State of the European Union. 
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References in these Terms and Conditions to principal and/or Coupon Payments, Deferred
Payments and/or Accrued Payments shall be deemed to include any additional amounts which may
become payable pursuant to the foregoing provisions or any undertakings given in addition thereto
or in substitution therefor pursuant to the Trust Deed.

12 Prescription

RCIs will become void unless presented for payment within a period of 10 years from the Relevant
Date relating thereto. 

13 Meetings of RCI Holders, Modification, Waiver and Substitution

The Trust Deed contains provisions for convening meetings of RCI Holders to consider any matter
affecting their interests including the modification by Extraordinary Resolution (as defined in the
Trust Deed) of these Terms and Conditions or other provisions of the Trust Deed.

The quorum at any such meeting for passing an Extraordinary Resolution will be one or more
persons holding or representing a clear majority in principal amount of the RCIs for the time being
outstanding, or at any adjourned such meeting one or more persons being or representing RCI
Holders whatever the principal amount of the RCIs so held or represented, except that at any
meeting the business of which includes the modification of certain of these Terms and Conditions
(including, inter alia, the provisions regarding subordination referred to in Conditions 2 and 3, the
terms concerning currency and due dates for payment of principal (including amounts in respect of
any Suspension Redemption Price) or Coupon Payments in respect of the RCIs and reducing or
cancelling the principal amount of any RCI or the Coupon Rate in respect of such RCI) and certain
other provisions of the Trust Deed, the quorum will be one or more persons holding or representing
not less than two-thirds, or at any adjourned such meeting not less than one-third, in principal
amount of the RCIs for the time being outstanding.

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

Notwithstanding any other provision of these Terms and Conditions, the Trustee may agree, without
the consent of the RCI Holders, to any modification (subject to certain exceptions) of, or to any
waiver or authorisation of any breach or proposed breach of, any of these Terms and Conditions or
any other provisions of the Trust Deed which, in the opinion of the Trustee, is not materially
prejudicial to the interests of the RCI Holders or to any modification which is, in the opinion of the
Trustee, of a formal, minor or technical nature or to correct a manifest error or to comply with the
mandatory provisions of the law of the jurisdiction in which the Issuer is incorporated.

No modification to these Terms and Conditions or any other provisions of the Trust Deed shall
become effective unless the prior consent thereto of the Financial Regulator shall have been
obtained (except to the extent that the Financial Regulator no longer requires such consent to be
obtained).

Subject to the prior consent of the Financial Regulator (to the extent that the Financial Regulator
requires such consent to be obtained) and as provided in the Trust Deed, the Trustee may agree
with the Issuer, without the consent of the RCI Holders, to the substitution on a subordinated basis
equivalent to that referred to in these Terms and Conditions of any holding company or subsidiary
of such holding company or any successor in business of the Issuer (the “Substituted Issuer”) in
place of the Issuer (or any previous Substituted Issuer under this Condition 13) as a new issuing
party under the Trust Deed and the RCIs. In connection with any proposed substitution as aforesaid
and in connection with the exercise of its functions, the Trustee shall have regard to the interests of
the RCI Holders as a class and the Trustee shall not have regard to the consequences of such
substitution for individual RCI Holders resulting from in particular their being for any purpose
domiciled or resident in, or otherwise connected with, or subject to the jurisdiction of, any particular
territory.
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In connection with any substitution or such exercise as aforesaid, no RCI Holder shall be entitled to
claim, whether from the Issuer, the Substituted Issuer or the Trustee or any other person, any
indemnification or payment in respect of any tax consequence of any such substitution or exercise
upon any individual RCI Holders except to the extent already provided in Condition 11 and/or any
undertaking given in addition thereto or in substitution therefore pursuant to the Trust Deed.

Any such modification, waiver, authorisation or substitution shall be binding on all RCI Holders and,
unless the Trustee agrees otherwise, any such modification or substitution shall be notified to the
RCI Holders in accordance with Condition 16 as soon as practicable thereafter.

14 Replacement of the RCIs

Should any RCI be lost, stolen, mutilated, defaced or destroyed it may be replaced at the specified
office of the Principal Paying Agent (or any other place of which notice shall have been given in
accordance with Condition 16) upon payment by the claimant of the expenses incurred in
connection therewith and on such terms as to evidence and indemnity as the Issuer may reasonably
require. Mutilated or defaced RCIs must be surrendered before any replacement RCIs will be issued.

15 The Trustee

The Trust Deed contains provisions for the indemnification of the Trustee and for its relief from
responsibility, including provisions relieving it from taking any action unless indemnified and/or
secured to its satisfaction. The Trustee is entitled to enter into business transactions with the
Holding Company, the Issuer or any other Subsidiary without accounting for any profit resulting
therefrom. The Trustee is entitled under the Trust Deed to rely on reports and certificates delivered
to it by the Auditors whether or not the same are subject to any limitation of the liability of the
Auditors and whether by reference to a monetary cap or otherwise.

16 Notices

Notices to RCI Holders will be valid if published in a leading newspaper having general circulation in
London (expected to be the Financial Times) and such other newspaper (if any) as required by any
stock exchange on which the RCIs are for the time being listed. Any such notice shall be deemed to
have been given on the date of such publication or, if published more than once or on different
dates, on the first date on which publication is made.

17 Further Issues

The Issuer shall be at liberty from time to time without the consent of the RCI Holders to create and
issue further RCIs ranking pari passu in all respects (or in all respects save for the date from which
interest thereon accrues and the amount of the first payment of interest on such further RCIs) and
so that the same shall be consolidated and form a single series with the outstanding RCIs. Any such
RCIs shall be constituted by a deed supplemental to the Trust Deed.

18 Agents

If a function expressed in these conditions to be performed by the Calculation Agent falls to be
performed, the Issuer will appoint and (for so long as any such function is required to be performed)
maintain a Calculation Agent. The Issuer will procure that there shall at all times be a Registrar as
long as any RCI is outstanding. If the Calculation Agent or Registrar is unable or unwilling to act as
such or if it fails to make a determination or calculation or otherwise fails to perform its duties under
these Terms and Conditions or the relevant Calculation Agency Agreement or the Paying Agency
Agreement as appropriate, the Issuer shall appoint, on terms acceptable to the Trustee, an
independent investment bank acceptable to the Trustee to act as such in its place. Neither the
termination of the appointment of a Calculation Agent or the Registrar nor the resignation of either
will be effective without a successor having been appointed.
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All calculations and determinations made by the Calculation Agent in relation to the RCIs shall (save
in the case of manifest error) be final and binding on the Issuer, the Holding Company, the Trustee,
the Paying Agents, the Registrar, the Transfer Agents and the RCI Holders.

None of the Issuer, the Holding Company, the Trustee, the Paying Agents, the Registrar or the
Transfer Agents shall have any responsibility to any person for any errors or omissions in any
calculation by the Calculation Agent.

19 Governing Law

The Trust Deed and the RCIs are governed by, and shall be construed in accordance with, the laws
of England.

20 Contracts (Rights of Third Parties) Act 1999

No person shall have any right to enforce any term or condition of the RCIs under the Contracts
(Rights of Third Parties) Act 1999 but this shall not affect any right or remedy which exists or is
otherwise available apart from such Act.

21 Definitions

In these Terms and Conditions:

“Accrued Payment” means, as at any time, where these Terms and Conditions provide that interest
shall continue to accrue after a Coupon Payment Date (or other relevant date) in respect of an RCI,
the amount of interest accrued thereon in accordance with Conditions 2(b)(ii), 5, 6(d) and/or 6(e);

“Assets” means the non-consolidated gross tangible assets of the Issuer, as shown by the latest
published audited balance sheet of the Issuer, but adjusted, if the aggregate amount included in
such balance sheet in respect of the Issuer’s investment in all subsidiaries and Associated Companies
of the Issuer exceeds the aggregate of the net tangible assets of such subsidiaries and Associated
Companies attributable to the Issuer (calculated on a consolidated basis where any of such
subsidiaries and Associated Companies itself has Subsidiaries) as shown by their latest relevant
audited balance sheets, by deducting from the total amount of such assets an amount equal to such
excess and adjusted also for contingencies and for subsequent events in such manner and to such
extent as an Authorised Signatory, the Auditors or, as the case may be, a liquidator or administrator
of the Issuer may determine to be appropriate;

“Associated Company” means any body corporate, not being a subsidiary, which shall be treated by
the Auditors as an associated company for the purpose of the Statement of Standard Accounting
Practice/Financial Reporting Standard for the time being in effect relating to accounting for the
results of associated companies adopted or published by the Accounting Standards Board Limited
of Great Britain;

“Auditors” means PricewaterhouseCoopers as statutory auditors to the Issuer or such other auditor
as may be appointed from time to time;

“Authorised Denominations” means a minimum denomination of U.S.$100,000 and integral
multiples of U.S.$1,000 thereafter;

“Authorised Signatory” means a person who is duly empowered to bind the Issuer in relation to the
relevant document(s) and whose authority is duly evidenced;

“business day” means a day, other than a Saturday or Sunday, on which commercial banks and
foreign exchange markets settle payments in London and New York;
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“Calculation Agency Agreement” means any agreement entered into by the Issuer, the Holding
Company, the Trustee and the Calculation Agent, relating to the RCIs under which the Calculation
Agent agrees to perform the duties required of it under these Terms and Conditions;

“Calculation Agent” means the institution appointed on the terms of a Calculation Agency
Agreement, selected by the Issuer and approved by the Trustee for the purposes of performing any
of the functions expressed to be performed by the Calculation Agent under these Conditions;

“Capital Regulations” means at any time the regulations, requirements, guidelines and policies
relating to capital adequacy then in effect of the Financial Regulator;

“Coupon Amount” means the amount of interest payable for the relevant Coupon Period in
accordance with Condition 5;

“Coupon Determination Date” means, in relation to each Reset Date, the second business day prior
to such Reset Date;

“Coupon Payment” means, with respect to a Coupon Payment Date, the aggregate Coupon
Amounts for the Coupon Period ending on (but excluding) such Coupon Payment Date;

“Coupon Payment Date” means (i) in respect of the period from the Issue Date to the First Reset
Date, 15 June and 15 December in each year, starting 15 December 2007, save that the first payment
will be made on 15 December 2007 in respect of the period from (and including) 25 September
2007 to (but excluding) 15 December 2007 and will amount to U.S.$16.52 per U.S.$1,000 principal
amount of the RCIs, and (ii) after the First Reset Date, 15 March, 15 June, 15 September and 15
December and in each year, starting 15 March 2018 provided that if any Coupon Payment Date after
the First Reset Date would otherwise fall on a day which is not a business day, it shall be postponed
to the next day which is a business day;

“Coupon Period” means the period beginning on (and including) the Issue Date and ending on (but
excluding) the first Coupon Payment Date and each successive period beginning on (and including)
a Coupon Payment Date and ending on (but excluding) the next succeeding Coupon Payment Date; 

“Coupon Rate” has the meaning given to it in Condition 5(b);

“Coupon Satisfaction Date” means the date on which the Issuer has resolved to satisfy a Deferred
Payment, as notified by the Issuer to the Trustee, the RCI Holders, the Principal Paying Agent and
the Calculation Agent (if any) in accordance with Condition 4;

“Day Count Fraction” means in respect of each Coupon Period after the First Reset Date, the actual
number of days elapsed divided by 360;

“dealing day” means a day, other than a Saturday or Sunday, on which the stock exchange or other
market on which the Reference Bond is at the relevant time listed or traded is ordinarily open for
the trading of securities;

“Deferral Date” has the meaning ascribed to such term in Condition 4(a);

“Deferred Payment” means any Payment, or part thereof, which, pursuant to Condition 4, the Issuer
has elected to defer and which has not been satisfied;

“EEA Regulated Market” means a market as defined by Article 1(13) of the Investment Services
Directive 93/22/EEC;

“Existing RCIs” means each of the Issuer’s outstanding 7.50% Step-up Callable Perpetual Reserve
Capital Instruments issued on 3 May 2000, 8.55% Step-up Callable Perpetual Reserve Capital
Instruments issued on 19 September 2000, 7.375% Step-up Callable Perpetual Reserve Capital
Instruments issued on 5 June 2001, 5.3304% Step-up Callable Perpetual Reserve Capital Instruments
issued on 31 March 2006, 5.926%. Step-up Callable Perpetual Reserve Capital Instruments issued on
28 September 2006, 6.3688% Step-up Callable Perpetual Reserve Capital Instrument issued on 12
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June 2007 and any other existing or future obligations of the Issuer which rank or are expressed to
rank pari passu with the aforesaid obligations (other than the Existing TONs);

“Existing TONs” means the Issuer’s outstanding £400,000,000 6 per cent. Callable Perpetual Core
Tier One Notes issued on 4 July 2002 and U.S.$1,000,000,000 6.86% Callable Perpetual Core Tier
One Notes issued on 25 September 2002 and any other existing or future obligations of the Issuer
which rank or are expressed to rank pari passu with the aforesaid obligations (other than the
Existing RCIs);

“Financial Regulator” means the Financial Services Authority or such other governmental authority
in the United Kingdom (or, if the Issuer becomes subject to primary bank supervision in a jurisdiction
other than the United Kingdom, in such other jurisdiction) having primary bank supervisory
authority with respect to the Issuer;

“First Reset Date” means 15 December 2017;

“General Deferral Notice” has the meaning ascribed to such term in Condition 4(a);

“Holding Company” means Barclays PLC;

“interest” shall, where appropriate, include Coupon Amounts, Deferred Payments and Accrued
Payments;

“Issue Date” means 25 September 2007, being the date of initial issue of the RCIs;

“Issuer” means Barclays Bank PLC;

“Issuer Shares” means ordinary shares of the Issuer;

“Junior Subordinated Debt” means the Issuer’s outstanding Undated Floating Rate Primary Capital
Notes Series 1, 2 and 3, 9.875% Undated Subordinated Notes, 9% Permanent Interest Bearing
Capital Bonds, 7.125% Undated Subordinated Notes, 6.875% Undated Subordinated Notes, 6.5%
Undated Subordinated Notes, 6.375% Undated Subordinated Notes, 6.125% Undated Subordinated
Notes and any other securities constituted by a trust deed dated 2 July 1985 made between the
Issuer and Phoenix Assurance Public Limited Company, as trustee, and any trust deed supplemental
thereto, 5.03% Reverse Dual Currency Undated Subordinated Loan, 5% Reverse Dual Currency
Undated Subordinated Loan, 9.25% Perpetual Subordinated Bonds constituted by a trust deed dated
27 November 1996 made between the Issuer (as successor to Woolwich plc) and Law Debenture
Trust Corporation p.l.c. and any other obligations of the Issuer which are expressed to rank pari
passu with the aforesaid obligations;

“Liabilities” means the non-consolidated gross liabilities of the Issuer, as shown by the latest
published audited balance sheet of the Issuer, but adjusted for contingencies and for subsequent
events in such manner and to such extent as an Authorised Signatory, the Auditors or, as the case
may be, a liquidator or administrator of the Issuer may determine to be appropriate;

“Market Disruption Event” means (i) the occurrence or existence of any suspension of or limitation
imposed on trading (by reason of movements in price exceeding limits permitted by any stock
exchange on which the Ordinary Shares are for the time being listed) or on settlement procedures
for transactions in the Ordinary Shares on any stock exchange on which the Ordinary Shares are for
the time being listed if, in any such case, that suspension or limitation is, in the determination of the
Calculation Agent, material in the context of the sale of the Ordinary Shares, or (ii) in the opinion of
the Issuer, there has been a substantial deterioration in the price and/or value of the Issuer Shares
or the Ordinary Shares or circumstances are such as to prevent or to a material extent restrict the
issue or delivery of the Payment Issuer Shares or Payment Ordinary Shares, as the case may be, or
(iii) where, pursuant to these Terms and Conditions, monies are required to be converted from one
currency into another currency in respect of any Payment, the occurrence of any event that makes
it impracticable to effect such conversion;
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“Ordinary Shares” means ordinary shares of the Holding Company, having on the Issue Date a par
value of 25p each;

“Outstanding”, in relation to any Coupon Payment or Deferred Payment, means that such payment
(a) has either become due and payable or would have become due and payable except for the
nonsatisfaction on the relevant date of the conditions referred to in Condition 2(b)(i) or the deferral,
postponement or suspension of such payment in accordance with any of Condition 4, 6(d), 6(e) or
8(d); and (b) in any such case has not been satisfied, and in relation to any Accrued Payment means
any amount thereof which has not been satisfied whether or not payment has become due;

“Paying Agency Agreement” means the paying agency agreement dated 25 September 2007
between the Issuer, the Holding Company, the Trustee, the Registrar, the Transfer Agents and the
Paying Agents, relating to the RCIs under which the Registrar, the Transfer Agents and each paying
agent agrees to perform the duties required of it under these Terms and Conditions;

“Paying Agents” means the paying agents appointed pursuant to the Paying Agency Agreement
and such term shall, unless the context otherwise requires, include the Principal Paying Agent;

“Payment” means any Coupon Payment, Deferred Payment or Accrued Payment;

“Payment Business Day” means a day (other than a Saturday or Sunday) on which commercial
banks are open for business in New York and, in the case of a presentation or surrender of a RCI, in
the place of the specified office of the relevant Paying Agent to whom the same is presented or
surrendered;

“Payment Issuer Shares” has the meaning ascribed to it in Condition 6(b);

“Payment Ordinary Shares” has the meaning ascribed to it in Condition 6(b);

“Principal Paying Agent” means the principal paying agent appointed pursuant to the Paying
Agency Agreement;

“RCIs” means the U.S.$1,250,000,000 7.434% Step-up Callable Perpetual Reserve Capital
Instruments, and such expression shall include, unless the context otherwise requires, any further
instruments issued pursuant to Condition 17 and forming a single series with the RCIs;

“RCI Holder” means the person in whose name an RCI is registered in the Register;

“Record Date” means with respect to the payment of a Coupon Amount, the fifteenth day before
the due date for the payment of such Coupon Amount;

“Reference Banks” means the financial institutions appointed as such by the Issuer pursuant to
Condition 5(e);

“Reference Bond” means, in relation to any calculation of the Suspension Redemption Price, the
4.75 per cent. United States Treasury Bill due 15 August 2017, or if such security is no longer in
issue, such other United States government bond as the Calculation Agent may, with the advice of
three brokers of, and/or market makers in, United States government bonds selected by the
Calculation Agent, determine to be appropriate for determining the Suspension Redemption Price;

“Register” means the register maintained by the Registrar pursuant to the Paying Agency
Agreement;

“Registrar” means the registrar appointed pursuant to the Paying Agency Agreement;

“Relevant Date” means (i) in respect of any payment other than a Solvency Claim, the date on which
such payment first becomes due and payable but, if the full amount of the monies payable on such
date has not been received by the Principal Paying Agent or the Trustee on or prior to such date,
the “Relevant Date” means the date on which such monies shall have been so received and notice
to that effect shall have been given to the RCI Holders in accordance with Condition 16, and (ii) in

39

Level: 8 – From: 8 – Friday, September 21, 2007 – 10:58 am – g5mac4 – 3849 Section 02 : 3849 Section 02



respect of a Solvency Claim, the date which is one day prior to the commencement of the winding-
up or the giving of notice by an administrator that he/she intends to declare and distribute a
dividend;

“Reset Date” means the First Reset Date and thereafter, each Coupon Payment Date;

“Reset Period” means the period from (and including) a Reset Date to (but excluding) the next
succeeding Reset Date;

“Senior Creditors” means creditors of the Issuer (a) who are unsubordinated creditors of the Issuer,
(b) whose claims are, or are expressed to be, subordinated (whether only in the event of the
winding-up or administration of the Issuer or otherwise) to the claims of depositors and other
unsubordinated creditors of the Issuer but not further or otherwise, (c) whose claims are in respect
of Junior Subordinated Debt or (d) whose claims are, or are expressed to be, subordinated to the
claims of other creditors, whether subordinated or unsubordinated, of the Issuer other than those
whose claims rank, or are expressed to rank, pari passu with, or junior to, the claims of the RCI
Holders;

“Shareholders” means the holders at any given time of Ordinary Shares;

“Solvency Claim” has the meaning ascribed to it in Condition 2(b)(ii);

the “Solvency Condition” shall be met in relation to the Issuer if its Assets exceed its Liabilities;

“Subsidiary” means each subsidiary for the time being of the Holding Company within the meaning
of Section 736 of the Companies Act 1985;

“subsidiary” and “holding company” have the meanings ascribed to them under section 736 of the
Companies Act 1985;

“Substituted Issuer” has the meaning ascribed to it in Condition 13;

“Suspension” has the meaning ascribed to it in Condition 8(d);

“Suspension Redemption Price” means, in respect of each RCI, the higher of (a) the denomination
of such RCI and (b) the denomination of such RCI multiplied by the price, expressed as a percentage
(rounded to three decimal places, 0.0005 being rounded upwards), at which the gross redemption
yield (as calculated by the Calculation Agent) on the RCIs, if they were to be purchased at such price
on the third dealing day prior to the date fixed for redemption, would be equal to the gross
redemption yield on such dealing day of the Reference Bond plus 0.50 per cent., on the basis of the
middle market price of the Reference Bond prevailing at 11.00 a.m. (New York time) on such dealing
day;

“Tier 1 Capital” has the meaning ascribed to such term from time to time by the Financial
Regulator;

“Transfer Agents” means the transfer agents appointed pursuant to the Paying Agency Agreement
and such term shall, unless the context otherwise requires, include the Registrar;

“Trust Deed” means the trust deed dated 25 September 2007 between the Issuer, the Holding
Company and the Trustee, relating to the RCIs;

“Trustee” means The Bank of New York as trustee for the RCI Holders and includes its successor(s);
and

“Ultimate Owner” means, at any given time, the ultimate holding company of the Barclays group of
companies.
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USE OF PROCEEDS

The net proceeds of the issue of the RCIs, estimated to amount to U.S.$1,239,000,000, will be used
for the development and expansion of the business of the Bank and its subsidiaries and further to
strengthen the capital base of the Bank.
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SUMMARY OF PROVISIONS RELATING TO THE RCIs WHILE IN GLOBAL FORM

The RCIs will be represented by:

(i) interests in the Unrestricted Global RCI Certificate (in the case of RCIs sold outside the United
States to non-U.S. persons in reliance on Regulation S under the Securities Act) (“Unrestricted
RCIs”); and/or

(ii) interests in the Restricted Global RCI Certificate (in the case of RCIs resold in the United States
in reliance on Rule 144A under the Securities Act) (“Restricted RCIs”).

The Unrestricted Global RCI Certificate will be registered in the name of, or in the name of a nominee
of, the common depositary for Clearstream, Luxembourg and/or Euroclear.

The Restricted Global RCI Certificate will be registered in the name of Cede & Co. as nominee for
DTC and will be deposited on or about the issue date with the Custodian for DTC (the “DTC
Custodian”). Beneficial interests in a Restricted Global RCI Certificate may only be held through DTC
at any time. The Restricted Global RCI Certificate (and any Individual RCI Certificates issued in
exchange therefor) will be subject to certain restrictions on transfer and will bear a legend
applicable to purchasers who purchase the RCIs pursuant to Rule 144A as described under “Transfer
Restrictions”.

Transfer Restrictions 

Unrestricted RCIs 

Each purchaser of RCIs outside the United States pursuant to Regulation S and each subsequent
purchaser of such RCIs in resales prior to the expiration of the distribution compliance period (as
defined in Regulation S) by accepting delivery of this Prospectus and the RCIs, will be deemed to
have represented, agreed and acknowledged that:

(i) it is, or at the time RCIs are purchased will be, the beneficial owner of such RCIs and (a) it is
not a U.S. person and it is located outside the United States (within the meaning of Regulation
S) and (b) it is not an affiliate of the Issuer or a person acting on behalf of such an affiliate.

(ii) it understands that such RCIs have not been and will not be registered under the Securities
Act and that, prior to the expiration of the distribution compliance period, it will not offer, sell,
pledge or otherwise transfer such RCIs except (a) in accordance with Rule 144A under the
Securities Act to a person that it and any person acting on its behalf reasonably believe is a
qualified institutional buyer within the meaning of Rule 144A (“QIB”) purchasing for its own
account or the account of a QIB, (b) in an offshore transaction in accordance with Rule 903
or Rule 904 of Regulation S or (c) to the Issuer, in each case in accordance with any applicable
securities laws of any State of the United States.

(iii) it understands that the Issuer, the registrar in respect of the Notes (the “Registrar”), the
Managers and their affiliates, and others will rely upon the truth and accuracy of the
foregoing acknowledgements, representations and agreements.

(iv) (a) it is not (and for so long as it holds an RCI or interest therein will not be), and is not acting
on behalf of (and for so long as it holds an RCI or interest therein will not be acting on behalf
of), (A) an “employee benefit plan” as defined in and subject to Part 4 of Subtitle B of Title I
of ERISA, (B) a “plan” as defined in and subject to Section 4975 of the Code, or (C) any entity
whose underlying assets are deemed for purposes of ERISA or the Code to include “plan
assets” by reason of such plan investment in the entity or (b) its purchase and holding of an
RCI (or any interest therein) will not constitute or result in a non-exempt prohibited
transaction under ERISA or Section 4975 of the Code.

A13.4.4

42

Level: 8 – From: 8 – Friday, September 21, 2007 – 10:58 am – g5mac4 – 3849 Section 03 : 3849 Section 03



On or prior to the fortieth day after the Issue Date, RCIs represented by an interest in the
Unrestricted Global RCI Certificate may be transferred to a person who wishes to hold such RCIs in
the form of an interest in the Restricted Global RCI Certificate only upon receipt by the Registrar (or
any other Agent (as defined in the Paying Agency Agreement) which shall forward such certification
to the Registrar) of a written certification from the transferor (in the form set out in Schedule II to
Exhibit A (Form of Rule 144A Certificate) to the Paying Agency Agreement) to the effect that such
transfer is being made to a person whom the transferor reasonably believes is a QIB, in a transaction
meeting the requirements of Rule 144A and in accordance with any applicable securities laws of any
state of the United States. After such fortieth day, such certification requirements will no longer
apply to such transfers, but such transfers will continue to be subject to the transfer restrictions
contained in the legend appearing on the face of such Global RCI Certificate, as described below
under “Exchange of Interests in the Global RCI Certificate for Individual RCI Certificates”.

RCIs represented by an interest in the Restricted Global RCI Certificate may also be transferred to a
person who wishes to hold such RCIs in the form of an interest in the Unrestricted Global RCI
Certificate, but only upon receipt by the Registrar (or any other Agent (as defined in the Paying
Agency Agreement) which shall forward such certification to the Registrar) of a written certification
from the transferor (in the form set out in Schedule I to Exhibit A (Form of Regulation S Certificate)
to the Paying Agency Agreement) to the effect that such transfer is being made in accordance with
Regulation S under the Securities Act.

Any interest in the Unrestricted Global RCI Certificate that is transferred to a person who takes
delivery in the form of an interest in the Restricted Global RCI Certificate will, upon transfer, cease
to be an interest in the Unrestricted Global RCI Certificate and become an interest in the Restricted
Global RCI Certificate and, accordingly, will thereafter be subject to all transfer restrictions and other
procedures applicable to an interest in the Restricted Global RCI Certificate.

The RCIs are being offered and sold in the United States only to QIBs within the meaning of and in
reliance on Rule 144A.

Restricted RCIs 

Each purchaser of RCIs within the United States pursuant to Rule 144A, by accepting delivery of this
Prospectus, will be deemed to have represented, agreed and acknowledged as follows (terms used
in the following paragraphs that are defined in Rule 144A have the respective meanings given to
them in Rule 144A):

(i) the purchaser (a) is a QIB, (b) is acquiring the RCIs for its own account or for the account of
a QIB and (c) is aware, and each beneficial owner of such RCIs has been advised that the sale
of the RCIs to it is being made in reliance on Rule 144A;

(ii) the purchaser understands that the RCIs are being offered only in a transaction not involving
any public offering in the United States within the meaning of the Securities Act and that the
RCIs have not been and will not be registered under the Securities Act and may not be
reoffered, resold, pledged or otherwise transferred except in accordance with the legend set
forth below; and

(iii) the purchaser understands that the Restricted Global RCI Certificate and any Restricted
Individual RCI Certificates (as defined below) will bear a legend to the following effect, unless
the Issuer determines otherwise in accordance with applicable law:

THE RCIs REPRESENTED BY THIS CERTIFICATE HAVE NOT BEEN REGISTERED UNDER THE U.S.
SECURITIES ACT OF 1933 (THE “U.S. SECURITIES ACT”) OR WITH ANY SECURITIES
REGULATORY AUTHORITY OF ANY STATE OR OTHER JURISDICTION OF THE UNITED STATES
AND MAY NOT BE OFFERED, SOLD, PLEDGED OR OTHERWISE TRANSFERRED EXCEPT (A) (1)
TO A PERSON WHOM THE SELLER AND ANY PERSON ACTING ON ITS BEHALF REASONABLY
BELIEVE IS A QUALIFIED INSTITUTIONAL BUYER WITHIN THE MEANING OF RULE 144A
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UNDER THE U.S. SECURITIES ACT (“RULE 144A”) PURCHASING FOR ITS OWN ACCOUNT OR
FOR THE ACCOUNT OF A QIB IN A TRANSACTION MEETING THE REQUIREMENTS OF RULE
144A, (2) IN AN OFFSHORE TRANSACTION IN ACCORDANCE WITH RULE 903 OR RULE 904
OF REGULATION S UNDER THE U.S. SECURITIES ACT, (3) PURSUANT TO AN EXEMPTION
FROM REGISTRATION UNDER THE U.S SECURITIES ACT PROVIDED BY RULE 144
THEREUNDER (IF AVAILABLE) OR (4) PURSUANT TO AN EFFECTIVE REGISTRATION
STATEMENT FILED WITH THE U.S. SECURITIES AND EXCHANGE COMMISSION, AND (B) IN
EACH CASE IN ACCORDANCE WITH ALL APPLICABLE SECURITIES LAWS OF THE STATES OF
THE UNITED STATES. NO REPRESENTATION CAN BE MADE AS TO THE AVAILABILITY OF
THE EXEMPTION PROVIDED BY RULE 144 FOR RESALE OF INTERESTS IN SUCH SECURITIES.
THE HOLDER UNDERSTANDS THAT ITS ABILITY, AND THE ABILITY OF ANY SUBSEQUENT
HOLDER TO REOFFER, RESELL, PLEDGE OR OTHERWISE TRANSFER THE RCIS PURSUANT TO
AN EXEMPTION FROM REGISTRATION UNDER THE U.S. SECURITIES ACT PROVIDED BY RULE
144 THEREUNDER, OR BY VIRTUE OF THE FACT THAT THE RCI WAS PREVIOUSLY SOLD IN
AN OFFSHORE TRANSACTION IN RELIANCE ON REGULATION S THEREUNDER, MAY BE
LIMITED AS A RESULT OF MARKET-MAKING IN THE RCIs BY AFFILIATES OF BARCLAYS BANK
PLC.

(iv) the purchaser (a) is not (and for so long as it holds an RCI or interest therein will not be), and
is not acting on behalf of (and for so long as it holds an RCI or interest therein will not be
acting on behalf of), (A) an “employee benefit plan” as defined in and subject to Part 4 of
Subtitle B of Title I of ERISA, (B) a “plan” as defined in and subject to Section 4975 of the Code,
or (C) any entity whose underlying assets are deemed for purposes of ERISA or the Code to
include “plan assets” by reason of such plan investment in the entity or (b) its purchase and
holding of an RCI (or any interest therein) will not constitute or result in a non-exempt
prohibited transaction under ERISA or Section 4975 of the Code.

It understands that the Issuer, the Registrar, the Managers and their affiliates, and others will rely
upon the truth and accuracy of the foregoing acknowledgements, representations and agreements.
If it is acquiring any RCIs for the account of one or more QIBs it represents that it has sole investment
discretion with respect to each such account and that it has full power to make the foregoing
acknowledgements, representations and agreements on behalf of each such account.

Upon the transfer, exchange or replacement of the Restricted Global RCI Certificate or a restricted
RCI Certificate in individual form (a “Restricted Individual RCI Certificate”) bearing the above
legend, or upon specific request for removal of the legend, the Issuer will deliver only the Restricted
Global RCI Certificate or one or more Restricted Individual RCI Certificates that bear such legend or
will refuse to remove such legend, unless there is delivered to the Issuer, the Registrar and the
Transfer Agent such satisfactory evidence (which may include a legal opinion) as may reasonably be
required by the Issuer that neither the legend nor the restrictions on transfer set forth therein are
required to ensure compliance with the provisions of the Securities Act.

Any interest in the Restricted Global RCI Certificate that is transferred to a person who takes delivery
in the form of an interest in the Unrestricted Global RCI Certificate will, upon transfer, cease to be
an interest in the Restricted Global RCI Certificate and become an interest in the Unrestricted Global
RCI Certificate and, accordingly, will thereafter be subject to all transfer restrictions and other
procedures applicable to an interest in the Unrestricted Global RCI Certificate.

Prospective purchasers are hereby notified that sellers of the RCIs may be relying on the exemption
from the provisions of Section 5 of the Securities Act provided by Rule 144A.

Exchange of Interests in the Global RCI Certificates for Individual RCI Certificates

The Global RCI Certificates will be exchangeable, free of charge to the holder, in whole but not in
part, for Individual RCI Certificates only if:
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(i) a Restricted Global RCI is held by or on behalf of (A) DTC, and DTC notifies the Issuer that it
is no longer willing or able to discharge properly its responsibilities as depositary with respect
to the Restricted Global RCI or ceases to be a “clearing agency” registered under the Exchange
Act or if at any time it is no longer eligible to act as such, and the Issuer is unable to locate a
qualified successor within 90 days of receiving notice or becoming aware of such ineligibility
on the part of DTC or (B) Euroclear or Clearstream, Luxembourg, as the case may be, is closed
for business for a continuous period of 14 days (other than by reason of holidays, statutory or
otherwise) or announces an intention permanently to cease business or does in fact do so and
no Alternative Clearing System satisfactory to the Trustee is available; or

(ii) the Trustee is satisfied that, on the occasion of the next payment due in respect of the RCIs,
the Issuer or any of the Paying Agents would be required to make any deduction or
withholding from any payment in respect of such RCIs which would not be required were such
RCIs in definitive form.

“Alternative Clearing System” means any such other clearing system as shall have been approved
by the Trustee. 

In such circumstances, the Issuer shall procure the delivery of Individual RCI Certificates in exchange
for the Unrestricted Global RCI Certificate and/or the Restricted Global RCI Certificate. A person
having an interest in a Global RCI Certificate must provide the Registrar (through DTC, Euroclear
and/or Clearstream Luxembourg) with (a) such information as the Issuer and the Registrar may
require to complete and deliver Individual RCI Certificates (including the name and address of each
person in which the Individual RCI Certificates are to be registered and the principal amount of each
such person’s holding) and (b) (in the case of the Restricted Global RCI Certificate only) a certificate
given by or on behalf of the holder of each beneficial interest in the Restricted Global RCI Certificate
stating either (i) that such holder is not transferring its interest at the time of such exchange or (ii)
that the transfer or exchange of such interest has been made in compliance with the transfer
restrictions applicable to the RCIs and that the person transferring such interest reasonably believes
that the person acquiring such interest is a QIB and is obtaining such beneficial interest in a
transaction meeting the requirements of Rule 144A. Individual RCI Certificates issued in exchange
for interests in the Restricted Global RCI Certificate will bear the legends and be subject to the
transfer restrictions set out under “Transfer Restrictions”.

If a Global RCI Certificate is to be exchanged for Individual RCI Certificates, such Individual RCI
Certificates will be issued within five business days of the delivery to the Registrar of the information
and any required certification described in the preceding paragraph against the surrender of the
relevant Global RCI Certificate at the specified office of the Registrar. Such exchange shall be
effected in accordance with the regulations concerning the transfer and registration from time to
time relating to the RCIs and shall be effected without charge, but against such indemnity as the
Registrar or other Agents may require in respect of any tax or other duty of whatsoever nature
which may be levied or imposed in connection with such exchange.

The Registrar will not register the transfer of or exchange of interests in a Global RCI Certificate for
Individual RCI Certificates for a period of 15 days ending on the due date for any payment of
principal or interest in respect of the RCIs.

DTC Book Entry Ownership of Global RCI Certificates 

The Issuer has applied to DTC in order to have the Restricted RCIs accepted in its book-entry
settlement system. Upon the issue of the Restricted Global RCI Certificate, DTC or its custodian will
credit, on its internal book-entry system, the respective nominal amounts of the individual beneficial
interests represented by the Restricted Global RCI Certificate to the account of DTC participants.
Ownership of beneficial interests in the Restricted Global RCI Certificate will be held through
participants of DTC. Ownership of beneficial interests in the Restricted Global RCI Certificate will be
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shown on, and the transfer of such ownership will be effected only through, records maintained by
DTC or its nominee.

Payments in U.S. dollars of principal and interest in respect of the Restricted Global RCI Certificate
registered in the name of DTC’s nominee will be made to the order of such nominee as the
registered holder of such RCI. In the case of any payment in a currency other than U.S. dollars,
payment will be made by the Issuer and all or a portion of such payment will be remitted for credit
directly to the beneficial holders of interests in the Restricted Global RCI Certificate in the currency
in which such payment was made and/or cause all or a portion of such payment to be converted
into U.S. dollars and credited to the applicable participants’ account.

Transfers of Interests in Global RCI Certificates 

Transfers of interests in the Global RCI Certificates within DTC, Euroclear and Clearstream,
Luxembourg will be in accordance with the usual rules and operating procedures of the relevant
clearing system.

The laws of some states of the United States require that certain persons receive individual
certificates in respect of their holdings of RCIs. Consequently, the ability to transfer interests in the
Global RCI Certificates to such persons will be limited. Because DTC only acts on behalf of
participants, who in turn act on behalf of indirect participants, the ability of a person having an
interest in the Global RCI Certificate to pledge such interest to persons or entities which do not
participate in DTC, or otherwise take actions in respect of such interest, may be affected by the lack
of an Individual RCI Certificate representing such interest.

Cross market transactions will require delivery of instructions to Clearstream, Luxembourg or (as
the case may be) Euroclear by the counterparty in such system in accordance with its rules and
procedures and within its established deadlines. Clearstream, Luxembourg or (as the case may be)
Euroclear will, if the transaction meets its settlement requirements, deliver instructions to its
respective depositary to take action to effect final settlement on its behalf by delivering or receiving
beneficial interests in the relevant Global RCI Certificate in DTC, and making or receiving payment
in accordance with normal procedures for same day funds settlement applicable to DTC.
Clearstream, Luxembourg account holders and Euroclear account holders may not deliver
instructions directly to the depositaries for Clearstream, Luxembourg or Euroclear.

Because of time zone differences, credits of RCIs received in Clearstream, Luxembourg or Euroclear
as a result of a transaction with a DTC participant will be made during the securities settlement
processing day following the DTC settlement date and such credits of any transactions in such
securities settled during such processing will be reported to the relevant Clearstream, Luxembourg
or Euroclear account holder on such business day. Cash received in Clearstream, Luxembourg or
Euroclear as a result of sales of RCIs by or through a Clearstream, Luxembourg account holder or a
Euroclear account holder to a DTC participant will be received for value on the DTC settlement date
but will be available in the relevant Clearstream, Luxembourg or Euroclear cash account only as of
the business day following settlement in DTC. Settlement between Euroclear or Clearstream,
Luxembourg account holders and DTC participants cannot be made on a delivery versus payment
basis. The arrangements for transfer of payments must be established separately from the
arrangements for transfer of RCIs, the latter being effected on a free delivery basis. The customary
arrangements for delivery versus payment between Euroclear and Clearstream, Luxembourg
account holders or between DTC participants are not affected.

For a further description of restrictions on the transfer of RCIs, see “Subscription and Sale”.

DTC has advised the Issuer that it will take any action permitted to be taken by a holder of Restricted
RCIs (including, without limitation, the presentation of the Restricted Global RCI Certificates for
exchange as described above) only at the direction of one or more participants in whose account
with DTC interests in the Restricted Global RCI Certificate are credited, and only in respect of such
portion of the aggregate principal amount of the Restricted Global RCI Certificate as to which such
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participant or participants has or have given such direction. However, in certain circumstances, DTC
will exchange the Restricted Global RCI Certificate for Restricted Individual RCI Certificates (which
will, in the case of Restricted RCIs, bear the legend set out above under “Transfer Restrictions”).

Although DTC, Clearstream, Luxembourg and Euroclear have agreed to the foregoing procedures in
order to facilitate transfers of interests in the Global RCI Certificates among participants and
account holders of DTC, Clearstream, Luxembourg and Euroclear, they are under no obligation to
perform or continue to perform such procedures, and such procedures may be discontinued at any
time. None of the Issuer, the Principal Paying Agent, the Registrar, the Trustee, and Transfer Agent
will have any responsibility for the performance by DTC, Clearstream, Luxembourg or Euroclear or
their respective direct or indirect participants or account holders of their respective obligations
under the rules and procedures governing their respective operations.

While the Restricted Global RCI Certificate is lodged with DTC or the custodian, Restricted Individual
RCI Certificates will not be eligible for clearing and settlement through DTC, Clearstream,
Luxembourg or Euroclear.

Meetings

The holder of the Global RCI Certificates shall be treated at any meeting of RCI Holders as having
one vote in respect of each U.S.$1,000 principal amount of RCIs for which the Global RCI Certificates
may be exchanged.

Purchase and Cancellation

Cancellation of any RCI represented by the Global RCI Certificates which is required by the Terms
and Conditions of the RCIs to be cancelled will be effected by reduction in the principal amount of
the relevant Global RCI Certificate.

Trustee’s Powers 

In considering the interests of RCI Holders in circumstances where the Global RCI Certificates are
held on behalf of any one or more of DTC, Euroclear, Clearstream, Luxembourg, and an Alternative
Clearing System, the Trustee may have regard to such information as may have been made available
to it by or on behalf of the relevant clearing system or its operator as to the identity of its
accountholders (either individually or by way of category) with entitlements in respect of a Global
RCI Certificate and may consider such interests on the basis that such accountholders were the
holder of the relevant Global RCI Certificate.

Notices

So long as the RCIs are represented by the Global RCI Certificates and the Global RCI Certificates are
held on behalf of any one or more of DTC, Euroclear, Clearstream, Luxembourg and an Alternative
Clearing System, notices required to be given to RCI Holders may be given by their being delivered
to the relevant clearing system for communication by it to entitled accountholders in substitution
for notification, as required by the Conditions.

Transfers

Transfers of interests in the RCIs with respect to which the Global RCI Certificates are issued shall be
made in accordance with the rules and procedures of Euroclear, Clearstream, Luxembourg, or DTC,
as the case may be.

Enforcement

For the purposes of enforcement of the provisions of the Trust Deed against the Trustee, the
persons named in a certificate of the holder of the RCIs in respect of which the Global RCI
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Certificates are issued shall be recognised as the beneficiaries of the trusts set out in the Trust Deed
to the extent of the principal amount of their interest in the RCIs set out in the certificate of the
holder as if they were themselves the holders of RCIs in such principal amounts.
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THE ISSUER AND THE GROUP
a

The Issuer is a public limited company registered in England and Wales under number 1026167. The
liability of the members of the Issuer is limited. It has its registered head office at 1 Churchill Place,
London, E14 5HP, telephone number +44 (0) 20 7116 1000. The Issuer was incorporated on 7
August 1925 under the Colonial Bank Act 1925 and on 4 October 1971 was registered as a company
limited by shares under the Companies Act 1948 to 1967. Pursuant to The Barclays Bank Act 1984,
on 1 January 1985, Barclays Bank was re-registered as a public limited company and its name was
changed from “Barclays Bank International Limited’’ to “Barclays Bank PLC’’.

a

The Issuer and its subsidiary undertakings (taken together, the “Group’’) is a major global financial
services provider engaged in retail and commercial banking, credit cards, investment banking,
wealth management and investment management services. The whole of the issued ordinary share
capital of the Issuer is beneficially owned by Barclays PLC, which is the ultimate holding company of
the Group and one of the largest financial services companies in the world by market capitalisation.

a

The short term unsecured obligations of the Issuer are rated A-1+ by Standard & Poor’s, P-1 by
Moody’s and F1+ by Fitch Ratings Limited and the long-term obligations of the Issuer are rated AA
by Standard & Poor’s, Aa1 by Moody’s and AA+ by Fitch Ratings Limited.

Based on the Group’s audited financial information for the year ended 31 December 2006, the
Group had total assets of £996,503 million (2005: £924,170 million), total net loans and advances1

of £313,226 million (2005: £300,001 million), total deposits2 of £336,316 million (2005: £313,811
million), and total shareholders’ equity of £27,106 million (2005: £24,243 million) (including
minority interests of £1,685 million (2005: £1,578 million)). The profit before tax of the Group for
the year ended 31 December 2006 was £7,197 million (2005: £5,311 million) after impairment
charges on loans and advances and other credit provisions of £2,154 million (2005: £1,571 million).
The financial information in this paragraph is extracted from the audited 2006 Issuer Annual Report.

a

Recent developments, competition and regulatory matters

Acquisitions

On 1 November 2006, the Issuer acquired the U.S. mortgage servicing business of HomEq Servicing
Corporation from Wachovia Corporation.

On 8 February 2007, the Issuer completed the acquisition of Indexchange Investment AG, Germany’s
leading provider of exchange traded funds, from Bayerische Hypo- und Vereinsbank.

On 30 March 2007, the Issuer completed the acquisition of EquiFirst Corporation, the non-prime
mortgage origination business of Regions Financial Corporation.

Disposals

On 1 January 2006, the Issuer completed the sale of the Barclays South African branch business to
Absa Group Limited. This consists of the Barclays Capital South African operations and Corporate
and Business Banking activities previously carried out by the South African branch of International
Retail and Commercial Banking excluding Absa together with the associated assets and liabilities.

On 25 July 2006, Barclays Asset & Sales Finance (BA&SF) disposed of its interest in its vehicle leasing
business, Appleyard Finance Holdings Limited.

On 22 December 2006, the Issuer disposed of its interest in FirstCaribbean International Bank to
Canadian Imperial Bank of Commerce.

A11.5.1.2

A11.7.2

A11.5.1.1

A11.6.1

A11.5.1.3

A11.10.1

A11.4.1.1

A11.4.1.2

A11.4.1.3

A11.4.1.4
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1 Total net loans and advances include balances relating to both banks and customer accounts.
2 Total deposits include deposits from banks and customer accounts.



On 31 December 2006, BA&SF disposed of its European Vendor Finance business, including Barclays
Industrie Bank GmbH and Barclays Technology Finance Ltd, to CIT Group.

On 4 April 2007, the Issuer’s credit card and consumer lending business, Barclaycard, sold part of
the Monument credit card portfolio and associated servicing capabilities to CompuCredit
International Acquisition Corporation and CompuCredit UK Limited, which are both subsidiaries of
CompuCredit Corporation.

Proposed merger with ABN AMRO and strategic investments in Barclays

On 23 April 2007, Barclays and ABN AMRO jointly announced that agreement had been reached on
the terms of a recommended merger of ABN AMRO and Barclays to create one of the world’s
leading universal bank groups, to be called “Barclays”. The terms on which the merger would take
place were revised prior to an announcement by Barclays on 23 July 2007 and were further revised
prior to an announcement by Barclays on 30 July 2007. On 30 July 2007 the ABN AMRO boards
announced their continuing support for the strategic benefits of the combination with Barclays but
concluded they were not in a position to recommend either the Barclays offer for ABN AMRO or the
rival offer for ABN AMRO. On 6 August 2007 Barclays announced that it had received the regulatory
clearances required to publish its offer documentation and formally launched its offer for ABN
AMRO, which opened for acceptance on 7 August 2007.

The merger is being effected by means of an offer (the “Offer”) comprising separate offers for each
class of ABN AMRO’s outstanding share capital. Pursuant to the ordinary share offer, holders of ABN
AMRO ordinary shares and holders of ABN AMRO ADSs tendering their ABN AMRO ordinary shares
or ABN AMRO ADSs will receive:

• 2.13 new Barclays ordinary shares and ¤13.15 in cash for every 1 ABN AMRO ordinary share

• 0.5325 of a new Barclays ADS and the U.S. dollar equivalent of ¤13.15 in cash for every 1 ABN
AMRO ADS

The ordinary share offer values each ABN AMRO ordinary share at ¤34.83 and values ABN AMRO
at ¤65.6 billion (£44.2 billion), based on the closing price of Barclays ordinary shares on 2nd August,
2007. Of this amount, approximately 38 per cent. will be payable in cash. Under the terms of the
ordinary share offer, existing holders of ABN AMRO ordinary shares (together with holders of ABN
AMRO ADSs) will own 35.1 per cent. of the issued ordinary share capital of the combined group and
existing holders of Barclays shares (together with holders of Barclays ADSs) will own 55.6 per cent.
of the issued ordinary share capital of the combined group.

Barclays and ABN AMRO entered into a merger protocol on 23 April 2007 which was subsequently
amended on 23 July 2007 and 30 July 2007, (the “Merger Protocol”). The Merger Protocol has
governed, and will continue to govern, their relationship until the merger becomes effective or
lapses. Pursuant to the Merger Protocol, Barclays and ABN AMRO have each undertaken to take
certain steps to implement the merger and have each given certain undertakings in relation to the
conduct of their business in the period prior to the implementation of the merger.

The Merger Protocol may be terminated under certain circumstances, including where either party
commits a material breach of the Merger Protocol or applicable merger laws. The withdrawal by the
ABN AMRO Boards of their recommendation of the Offer resulted in the right of Barclays to
terminate the Merger Protocol and receive ¤200 million. Under the amendments to the Merger
Protocol made on 30 July 2007, Barclays has agreed to defer collection of the ¤200 million, save that
Barclays shall not be entitled to receive this sum if the Offer is declared unconditional or if the ABN
AMRO Boards renew their recommendation of the Offer and, whilst this recommendation remains
in place, Barclays terminates the Merger Protocol.

On 23 July 2007 Barclays announced an investment by China Development Bank and Temasek
Holdings (Private) Limited (“Temasek”) in Barclays of up to ¤13.4 billion (£9 billion), up to ¤9.8
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billion (£6.6 billion)3 of which is conditional upon completion of the merger with ABN AMRO,
through the subscription by China Development Bank and Temasek for Barclays ordinary shares. 

Barclays and China Development Bank have agreed that:

• On 14 August 2007 China Development Bank will invest ¤2.2 billion (£1.5 billion) in Barclays
through an unconditional subscription for 201,388,889 Barclays ordinary shares
(representing 3.1 per cent. of Barclays existing issued share capital), at a price of £7.20 per
share;

• China Development Bank will invest a further ¤6.4 billion (£4.3 billion) in Barclays for
581,760,321 Barclays ordinary shares at a price of £7.40 per share conditional on completion
of the merger, resulting in a shareholding in the combined group of 6.8 per cent.;

• On 23 July 2007 China Development Bank purchased warrants (for a total price of £1) in
respect of 61 million Barclays ordinary shares with an exercise price of £7.80 per Barclays
ordinary share. The warrants become exercisable only if the Offer becomes unconditional and
they are then exercisable for a period of two years thereafter. If the warrants were exercised
in full China Development Bank’s Shareholding in the combined group would rise by 0.5 per
cent; 

• China Development Bank will be entitled to nominate a Barclays Non-executive Director;

• China Development Bank will be free to acquire additional shares in Barclays on the open
market subject to a standstill agreement limiting its shareholding to below 10 per cent. for
three years from 23 July 2007; and

• China Development Bank has agreed not to enter into a business collaboration agreement of
a similar nature with another major banking institution with global operations.

Barclays and Temasek have agreed that:

• On 14 August 2007 Temasek will invest ¤1.4 billion (£1.0 billion), in Barclays through an
unconditional placing of 135,416,667 Barclays ordinary shares (representing 2.1 per cent. of
Barclays existing issued share capital) at a price of £7.20 per share;

• Temasek will also invest a further ¤1.7 billion (£1.1 billion) in Barclays for 152,980,748
Barclays ordinary shares at a price of £7.40 per share conditional on completion of the
merger, resulting in a shareholding in the combined group of 2.5 per cent.;

• On 23 July 2007 Temasek purchased warrants (for a total price of £1) in respect of 61 million
Barclays ordinary shares with an exercise price of £7.80 per Barclays ordinary share. The
warrants become exerciseable only if the Offer becomes unconditional and they are then
exerciseable for a period of two years thereafter. If the warrants were exercised in full
Temasek’s shareholding in the combined group would rise by 0.5 per cent; and

• Temasek will be entitled to nominate a Barclays Non-executive Director if the merger
becomes unconditional.

In order to immunise the dilutive effect of the unconditional subscriptions of Barclays ordinary
shares by China Development Bank and Temasek for its existing shareholders, Barclays commenced
a share buyback programme of up to £2.4 billion on 6 August 2007.
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favour of certain Barclays shareholders.



Other recent developments

On 21 May 2007, the Issuer announced that it had signed an agreement to acquire Walbrook Group
Limited, an independent fiduciary services company based in Jersey, Guernsey, the Isle of Man and
Hong Kong.

On 18 June, 2007 the Issuer announced it had entered into an agreement to sell a 50% shareholding
in Intelenet Global Services Pvt Ltd. Completion is subject to the receipt of applicable regulatory
approval and is expected in the second half of 2007.

Competition and regulatory matters

The scale of regulatory change remains challenging, arising in part from the implementation of
some key European Union (‘‘EU’’) directives. Many changes to financial services legislation and
regulation have come into force in recent years and further changes will take place in the near
future.

Concurrently, there is continuing political and regulatory scrutiny of the operation of the retail
banking and consumer credit industries in the UK and elsewhere. The nature and impact of future
changes in policies and regulatory action are not predictable and beyond the Group’s control but
could have an impact on the Group’s businesses and earnings.

In the EU as a whole, there was an inquiry into retail banking in all of the then 25 Member States by
the European Commission’s Directorate General for Competition. The inquiry looked at retail
banking in Europe generally and the Group has fully co-operated with the inquiry. On 31 January
2007 the European Commission announced that the inquiry had identified barriers to competition
in certain areas of retail banking, payment cards and payment systems in the EU. The European
Commission indicated it will use its powers to address these barriers, and will encourage national
competition authorities to enforce European and national competition laws where appropriate. Any
action taken by the European Commission and national competition authorities could have an
impact on the payment cards and payment systems businesses of the Group and on its retail
banking activities in the EU countries in which it operates.

In the UK, in September 2005 the Office of Fair Trading (‘‘OFT’’) received a super-complaint from
the Citizens Advice Bureau relating to payment protection insurance (‘‘PPI’’). As a result, the OFT
commenced a market study on PPI in April 2006. In October 2006, the OFT announced the outcome
of the market study and, following a period of consultation, the OFT referred the PPI market to the
UK Competition Commission for an in-depth inquiry on 7 February 2007. This inquiry could last for
up to two years. Also in October 2006, the FSA published the outcome of its broad industry thematic
review of PPI sales practices in which it concluded that some firms fail to treat customers fairly. The
Group has cooperated fully with these investigations and will continue to do so. 

In April 2006, the OFT commenced a review of the undertakings given following the conclusion of
the Competition Commission inquiry in 2002 into the supply of banking services to small and
medium enterprises. The Group is cooperating fully with that review.

The OFT has carried out investigations into Visa and MasterCard credit card interchange rates. The
decision by the OFT in the MasterCard interchange case was set aside by the Competition Appeals
Tribunal in June 2006. The OFT’s investigation in the Visa interchange case and a second
MasterCard interchange case are ongoing. The outcome is not known but these investigations may
have an impact on the consumer credit industry in general and therefore on the Group’s business in
this sector. On 9 February 2007 the OFT announced that it was expanding its investigation into
interchange rates to include debit cards. 

On 1 April 2007, the UK consumer interest association known as Which? submitted a super-
complaint to the OFT pursuant to the Enterprise Act 2002. The super-complaint criticises the
various ways in which credit card companies calculate interest charges on credit card accounts. On
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26 June 2007, the OFT announced a new programme of work with the credit card industry and
consumer bodies in order to make the costs of credit cards easier for consumers to understand. This
OFT decision follows the receipt by the OFT of the super-complaint from Which? This new work will
explore the issues surrounding the costs of credit for credit cards including purchases, cash
advances, introductory offers and payment allocation. The OFT’s programme of work is expected to
take six months. 

The OFT announced the findings of its investigation into the level of late and over-limit fees on
credit cards on 5 April 2006, requiring a response from credit card companies by 31 May 2006.
Barclaycard responded by confirming that it would reduce its late and over-limit fees on credit
cards. 

On 7 September 2006, the OFT announced that it had decided to undertake a fact find on the
application of its statement on credit card fees to current account unauthorised overdraft fees. The
fact find was completed in March 2007. On 29 March 2007, the OFT announced its decision to
conduct a formal investigation into the fairness of bank current account charges. The OFT
announced a market study into personal current accounts (“PCAs”) in the UK on 26 April 2007. The
market study will look at: (i) whether the provision of “free if in credit” PCAs delivers sufficiently
high levels of transparency and value for customers; (ii) the implications for competition and
consumers if there were to be a shift away from “free if in credit” PCAs; (iii) the fairness and impact
on consumers generally of the incidence, level and consequences of account charges; and (iv) what
steps could be taken to improve customers’ ability to secure better value for money, in particular to
help customers make more informed current account choices and drive competition.  The study will
focus on PCAs but will include an examination of other retail banking products, in particular savings
accounts, credit cards, personal loans and mortgages in order to take into account the competitive
dynamics of UK retail banking.

On 27 July 2007, the OFT commenced High Court proceedings by agreement with Barclays and
seven other banks and building societies in which both the OFT and the banks and building societies
seek declarations on legal issues arising from the banks’ terms and conditions relating to overdraft
charges. Specifically, those declarations will address key aspects of the applicability of the Unfair
Terms in Consumer Contracts Regulations to those terms and conditions and the question of
whether such terms are capable of amounting to unlawful penalty charges.

The proceedings will run in parallel with the ongoing OFT dual inquiry into unauthorised overdraft
charges and PCAs. As the purpose of the proceedings is to seek to clarify the legitimacy of the banks’
overdraft charging provisions, the banks are seeking a stay of all pending county court litigation in
relation to such matters. The Financial Ombudsman Service has agreed to suspend reviews of such
cases and the FSA has granted complaints handling waivers in respect of all complaints on the same
issues pending conclusion of the test case.

On 26 January 2007, the FSA issued a statement of good practice relating to mortgage exit
administration fees. Barclays will charge the fee applicable at the time the customer took out the
mortgage, which is one of the options recommended by the FSA.

a
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Directors

The Directors of the Issuer, each of whose business address is 1 Churchill Place, London E14 5HP,
their functions in relation to the Group and their principal outside activities (if any) of significance
to the Group are as follows:

Name Function(s) within the Group Principal outside activity
Marcus Agius Group Chairman Director, British Broadcasting

Corporation

John Varley Group Chief Executive Non-Executive Director, AstraZeneca
PLC

Chris Lucas Group Finance Director –

Robert E. Diamond Jr –

Frederik (Frits) Seegers –

Gary Hoffman Group Vice Chairman Non-Executive Director, Trinity Mirror
PLC Director, Visa Europe Limited,
Director, Visa Europe Services Inc.

Sir Nigel Rudd DL Chairman, Pendragon PLC, Non-
Executive Director, BAe Systems PLC

Sir Richard Broadbent Chairman, Arriva plc

David Booth Non-Executive Director –

Leigh Clifford Non-Executive Director –

Fulvio Conti Non-Executive Director Chief Executive Officer, Enel SpA

Dr Danie Cronjé

Non-Executive Director KPMG Professor of Management
Studies at the University of Cambridge

Sir Andrew Likierman Non-Executive Director Professor of Management Practice in
Accounting, London Business School,
Non-Executive Director, Bank of
England

Stephen Russell Non-Executive Director –

Sir John Sunderland Non-Executive Director Chairman, Cadbury Schweppes PLC,
Director Confederation of British
Industry

No potential conflicts of interest exist between any duties to the Issuer of the Board of Directors
listed above and their private interests or other duties. 

Employees 

The average number of persons employed by the Group worldwide during 2006, excluding agency
staff, was 118,600 (2005: 92,800).

A13.3

A11.9.2

Professor Dame Sandra
Dawson

Non-Executive Director

Senior Independent Director
and Non-Executive Director

Deputy Chairman, Non-
Executive Director

Chief Executive, Global Retail
and Commercial Banking

President, Barclays PLC, CEO,
Investment Banking and
Investment Management

A13.3

A11.9.1
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a

Financial Information

The financial information set out on this page and pages 56 and 57 has been extracted without
material adjustment from the audited 2006 Issuer Annual Report. The financial information has
been prepared in accordance with IFRS. Dashes have been used where the application of IFRS causes
an item to be not applicable or where there is no amount to report

CONSOLIDATED INCOME STATEMENT 

For the year ended 31 December 2006 2005
11112 11112

£m £m

Continuing operations
Interest income.............................................................................................................. 21,805 17,232
Interest expense ............................................................................................................ (12,662) (9,157)

Net interest income...................................................................................................... 9,143 8,075

Fee and commission income...................................................................................... 8,005 6,430
Fee and commission expense .................................................................................... (828) (725)

Net Fee and commission income.............................................................................. 7,177 5,705

Net trading income ...................................................................................................... 3,632 2,321
Net investment income .............................................................................................. 962 858

Principal transactions .................................................................................................. 4,594 3,179
Net premiums from insurance contracts................................................................ 1,060 872
Other income ................................................................................................................ 257 178

11112 11112

Total income .................................................................................................................. 22,231 18,009
Net claims and benefits paid on insurance contracts.......................................... (575) (645)

11112 11112

Total income net of insurance claims...................................................................... 21,656 17,364
Impairment charges .................................................................................................... (2,154) (1,571)

11112 11112

Net income .................................................................................................................... 19,502 15,793

Staff Costs ...................................................................................................................... (8,169) (6,318)
Administration and general expenses .................................................................... (3,914) (3,768)
Depreciation of property, plant and equipment .................................................. (455) (362)
Amortisation of intangible assets ............................................................................ (136) (79)

Operating expenses...................................................................................................... (12,674) (10,527)
11112 11112

Share of post-tax results of associates and joint ventures ................................ 46 45
Profit on disposal of associates and joint ventures .............................................. 323 –

11112 11112

Profit before tax ............................................................................................................ 7,197 5,311
Tax .................................................................................................................................... (1,941) (1,439)

11112 11112

Profit after tax .............................................................................................................. 5,256 3,872
11112 11112

11112 11112

Profit attributable to minority interests.................................................................. 342 177
Profit attributable to equity holders ........................................................................ 4,914 3,695

11112 11112

5,256 3,872
11112 11112
11112 11112

A13.7.2
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CONSOLIDATED BALANCE SHEET

As at 31 December 2006 2005
11112 11112

£m £m

Assets
Cash and balances at central banks ........................................................................ 6,795 3,506
Items in the course of collection from other banks ............................................ 2,408 1,901
Trading portfolio assets .............................................................................................. 177,884 155,730
Financial assets designated at fair value:

held on own account .............................................................................................. 31,799 12,904
held in respect of linked liabilities to customers under investment 
contracts .................................................................................................................... 82,798 83,193

Derivative financial instruments .............................................................................. 138,353 136,823
Loans and advances to banks .................................................................................... 30,926 31,105
Loans and advances to customers............................................................................ 282,300 268,896
Available for sale financial investments .................................................................. 51,952 53,703
Reverse repurchase agreements and cash collateral on securities borrowed 174,090 160,398
Other assets.................................................................................................................... 5,850 4,734
Current tax assets ........................................................................................................ 557 –
Investments in associates and joint ventures ........................................................ 228 546
Goodwill .......................................................................................................................... 6,092 6,022
Intangible assets ............................................................................................................ 1,215 1,269
Property, plant and equipment ................................................................................ 2,492 2,754
Deferred tax assets ...................................................................................................... 764 686

11112 11112

Total assets .................................................................................................................... 996,503 924,170
11112 11112
11112 11112
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CONSOLIDATED BALANCE SHEET

As at 31 December 2006 2005
11112 11112

£m £m
Liabilities
Deposits from banks .................................................................................................... 79,562 75,127
Items in the course of collection due to other banks .......................................... 2,221 2,341
Customer accounts ...................................................................................................... 256,754 238,684
Trading portfolio liabilities ........................................................................................ 71,874 71,564
Financial liabilities designated at fair value............................................................ 53,987 33,385
Liabilities to customers under investment contracts .......................................... 84,637 85,201
Derivative financial instruments .............................................................................. 140,697 137,971
Debt securities in issue ................................................................................................ 111,137 103,328
Repurchase agreements and cash collateral on securities lent ........................ 136,956 121,178
Other liabilities .............................................................................................................. 10,337 11,131
Current tax liabilities .................................................................................................... 1,020 747
Insurance contract liabilities, including unit-linked liabilities .......................... 3,878 3,767
Subordinated liabilities ................................................................................................ 13,786 12,463
Deferred tax liabilities.................................................................................................. 282 700
Provisions ........................................................................................................................ 462 517
Retirement benefit liabilities ...................................................................................... 1,807 1,823

11112 11112

Total liabilities .............................................................................................................. 969,397 899,927
11112 11112

Shareholders’ equity
Called up share capital ................................................................................................ 2,363 2,348
Share premium account.............................................................................................. 9,452 8,882
Other reserves................................................................................................................ (484) 483
Other shareholders’ funds .......................................................................................... 2,534 2,490
Retained earnings ........................................................................................................ 11,556 8,462

11112 11112

Shareholders’ equity excluding minority interests .............................................. 25,421 22,665
Minority interests.......................................................................................................... 1,685 1,578

11112 11112

Total shareholders’ equity ........................................................................................ 27,106 24,243
11112 11112

Total liabilities and shareholders’ equity .............................................................. 996,503 924,170
11112 11112
11112 11112
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The financial information of the Issuer set out on this page and pages 59 and 60 has been extracted
without material adjustment from the unaudited 2007 Interim Results Announcement. The financial
information has been prepared in accordance with IFRS. 

CONSOLIDATED INCOME STATEMENT (UNAUDITED)

Half year ended
1111111111111111

31 
30 June December 30 June

2007 2006 2006
21111 21111 21111

£m £m £m
Continuing operations
Interest income ...................................................................................... 12,037 11,261 10,544
Interest expense .................................................................................... (7,450) (6,522) (6,140)

Net interest income .............................................................................. 4,587 4,739 4,404
Fee and commission income .............................................................. 4,292 3,928 4,077
Fee and commission expense ............................................................ (480) (403) (425)

Net fee and commission income ...................................................... 3,812 3,525 3,652
Net trading income .............................................................................. 2,810 1,429 2,203
Net investment income ........................................................................ 396 588 374
Principal transactions .......................................................................... 3,206 2,017 2,577
Net premiums from insurance contracts ........................................ 442 550 510
Other income.......................................................................................... 130 171 86

11112 11112 11112

Total income .......................................................................................... 12,177 11,002 11,229
11112 11112 11112

11112 11112 11112

Net claims and benefits incurred on insurance
contracts................................................................................................ (248) (342) (233)

11112 11112 11112

Total income net of insurance claims .............................................. 11,929 10,660 10,996
Impairment charges ............................................................................ (959) (1,097) (1,057)

11112 11112 11112

Net income .............................................................................................. 10,970 9,563 9,939
Operating expenses excluding amortisation of

intangible assets .................................................................................. (6,760) (6,332) (6,206)
Amortisation of intangible assets...................................................... (87) (73) (63)

Operating expenses .............................................................................. (6,847) (6,405) (6,269)
Share of post-tax results of associates and joint ventures ........ – 16 30
Profit on disposal of subsidiaries, associates and

joint ventures........................................................................................ 5 323 –
11112 11112 11112

Profit before tax .................................................................................... 4,128 3,497 3,700
11112 11112 11112

Tax ............................................................................................................ (1,158) (869) (1,072)
Profit for the period ............................................................................ 2,970 2,628 2,628

11112 11112 11112

Profit attributable to minority interests .......................................... 167 187 155
Profit attributable to equity holders ................................................ 2,803 2,441 2,473

11112 11112 11112

2,970 2,628 2,628
11112 11112 11112
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CONSOLIDATED BALANCE SHEET (UNAUDITED)

As at
1111111111111111

31 
30 June December 30 June

2007 2006 2006
11112 11112 11112

£m £m £m

Assets
Cash and balances at central banks .................................................. 4,785 6,795 6,777
Items in the course of collection from other banks...................... 2,533 2,408 2,600
Trading portfolio assets ...................................................................... 217,595 177,884 181,871
Financial assets designated at fair value:

– held on own account ...................................................................... 46,171 31,799 18,833
– held in respect of linked liabilities to customers

under investment contracts ................................................................ 92,194 82,798 79,334
Derivative financial instruments ........................................................ 174,225 138,353 136,901
Loans and advances to banks ............................................................ 43,191 30,926 35,330
Loans and advances to customers .................................................... 321,243 282,300 282,097
Available for sale financial investments .......................................... 48,019 51,952 53,953
Reverse repurchase agreements and cash collateral on

securities borrowed ............................................................................ 190,546 174,090 171,869
Other assets ............................................................................................ 6,289 5,850 5,866
Current tax assets .................................................................................. 345 557 –
Investments in associates and joint ventures ................................ 228 228 560
Goodwill .................................................................................................. 6,635 6,092 5,968
Intangible assets .................................................................................... 1,228 1,215 1,125
Property, plant and equipment.......................................................... 2,538 2,492 2,515
Deferred tax assets ................................................................................ 774 764 776

11112 11112 11112

Total assets ............................................................................................ 1,158,539 996,503 986,375
11112 11112 11112

11112 11112 11112
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CONSOLIDATED BALANCE SHEET (UNAUDITED)

As at
1111111111111111

31 
30 June December 30 June

2007 2006 2006
11112 11112 11112

£m £m £m
Liabilities
Deposits from banks ............................................................................ 87,429 79,562 86,221
Items in the course of collection due to other banks .................. 2,206 2,221 2,700
Customer accounts................................................................................ 292,650 256,754 253,200
Trading portfolio liabilities.................................................................. 79,252 71,874 74,719
Financial liabilities designated at fair value .................................... 63,490 53,987 43,594
Liabilities to customers under investment contracts .................. 93,735 84,637 81,380
Derivative financial instruments ...................................................... 177,777 140,697 138,982
Debt securities in issue ........................................................................ 118,745 111,137 102,198
Repurchase agreements and cash collateral on securities lent 181,093 136,956 146,165
Other liabilities ...................................................................................... 10,908 10,337 10,767
Current tax liabilities ............................................................................ 1,003 1,020 592
Insurance contract liabilities, including unit-linked liabilities .... 3,770 3,878 3,558
Subordinated liabilities:

– Undated loan capital – non convertible .................................... 5,697 5,422 4,743
– Dated loan capital – convertible .................................................. 24 25 38
– Dated loan capital – non convertible .......................................... 9,346 8,339 8,848

Deferred tax liabilities .......................................................................... 258 282 430
Other provisions for liabilities ............................................................ 527 462 474
Retirement benefit liabilities .............................................................. 1,840 1,807 1,976

11112 11112 11112

Total liabilities ...................................................................................... 1,129,750 969,397 960,585
11112 11112 11112

11112 11112 11112

Shareholders' equity
Called up share capital ........................................................................ 2,366 2,363 2,357
Share premium account ...................................................................... 9,493 9,452 9,354
Available for sale reserve .................................................................... 258 184 32
Cash flow hedging reserve .................................................................. (407) (230) (172)
Other shareholders’ funds .................................................................. 2,565 2,534 2,570
Translation reserve................................................................................ (486) (438) (176)
Retained earnings .................................................................................. 13,190 11,556 10,217

11112 11112 11112

Shareholders’ equity excluding minority interests .................... 26,979 25,421 24,182
Minority interests.................................................................................. 1,810 1,685 1,608

11112 11112 11112

Total shareholders’ equity.................................................................. 28,789 27,106 25,790
11112 11112 11112

Total liabilities and shareholders’ equity ...................................... 1,158,539 996,503 986,375
11112 11112 11112

11112 11112 11112
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UNITED KINGDOM TAXATION

The following is a summary of the United Kingdom withholding taxation treatment as at the date
hereof in relation to payments of interest in respect of the RCIs. It may be subject to change, possibly
with retrospective effect. The comments below do not deal with any other United Kingdom tax aspects
of acquiring, holding or disposing of RCIs. The comments relate only to the position of persons who
are absolute beneficial owners of the RCIs. The following is a general guide and should be treated with
appropriate caution. RCI Holders who are in any doubt as to their tax position, or who may be subject
to tax in a jurisdiction other than the United Kingdom, should consult their professional advisers.

1. Withholding Tax

All payments of interest on the RCIs may be paid without withholding or deduction for or on
account of United Kingdom income tax provided that, at the time of the payment, the RCIs are listed
on a recognised stock exchange, as defined in section 1005 of the Income Tax Act 2007 (“ITA”). For
so long as the RCIs are traded on the London Stock Exchange, which is a recognised stock exchange
for these purposes, the RCIs will be treated as “listed” on a recognised stock exchange if they are
admitted to trading on the London Stock Exchange and are included in the United Kingdom official
list (within the meaning of Part 6 of the Financial Services and Markets Act 2000). While the RCIs
are and continue to be listed on a recognised stock exchange, payments of interest on the RCIs may
be made without withholding or deduction for or on account of United Kingdom income tax.

If the RCIs cease to be listed on a recognised stock exchange, interest on the RCIs will generally fall
to be paid under deduction of United Kingdom income tax at the savings rate (currently 20 per
cent.) subject to any direction to the contrary from HM Revenue and Customs (“HMRC”) in respect
of such relief as may be available pursuant to the provisions of any applicable double taxation treaty
or to any other exemption which may apply.

Alternative Coupon Satisfaction Mechanism

If an interest payment is deferred, the Bank must, and in other cases it may at any time elect to,
satisfy such interest payment in full or in part through the issue of ordinary shares (as described in
the Summary under “Alternative coupon satisfaction mechanism” and as set out in more detail in
Condition 6 of “Terms and Conditions of the RCIs”).

Where the Bank issues shares to satisfy an interest payment, as described in Condition 6, the issue
of the shares by the Bank will be treated for United Kingdom tax purposes as representing the
payment of that interest equal to the value of the shares that are issued by the Bank. Whilst the RCIs
are and continue to be listed on a recognised stock exchange, payments of interest on the RCIs
which are satisfied through the issue of shares by the Bank under the Alternative Coupon
Satisfaction Mechanism may be made without withholding or deduction for or on account of United
Kingdom income tax.

If the RCIs cease to be listed on a recognised stock exchange, interest on the RCIs may fall to be paid
under deduction of United Kingdom income tax. Where the Bank issues shares in satisfaction of an
interest payment which would be subject to withholding if the interest was paid in cash rather than
through the issue of shares, the Bank must:

(a) retain shares the value of which is, at the time of their issue, equal to income tax on the
relevant amount of interest at the savings rate in force for the tax year in which the shares are
issued (currently 20 per cent.); or

(b) where it is impracticable to retain shares on account of income tax under paragraph (a)
above, provide HMRC with details of the names and addresses of the persons to whom the
shares have been issued and the number of shares issued to each such person, and tax in
respect of the value of the shares issued will be charged under Case VI of Schedule D of the
Income and Corporation Taxes Act 1988 (for United Kingdom corporation taxpayers) or
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under Chapter 2 of Part 4 of the Income Tax (Trading and Other Income) Act 2005 (for United
Kingdom income taxpayers), on the persons receiving or entitled to the Bank shares.

2. Provision of Information 

RCI Holders should note that where any interest on RCIs is paid to them (or to any person acting on
their behalf) by the Bank or any person in the United Kingdom acting on behalf of the Bank (a
“paying agent”), or is received by any person in the United Kingdom acting on behalf of the relevant
RCI Holder (other than solely by clearing or arranging the clearing of a cheque) (a “collecting
agent”), then the Bank, the paying agent or the collecting agent (as the case may be) may, in certain
cases, be required to supply to HMRC details of the payment and certain details relating to the RCI
Holder (including the RCI Holder’s name and address). These provisions will apply whether or not
the interest has been paid subject to withholding or deduction for or on account of United Kingdom
income tax and whether or not the RCI Holder is resident in the United Kingdom for United Kingdom
taxation purposes. Where the RCI Holder is not so resident, the details provided to HMRC may, in
certain cases, be passed by HMRC to the tax authorities of the jurisdiction in which the RCI Holder
is resident for taxation purposes.

With effect from 6 April 2008 the provisions referred to above may also apply, in certain
circumstances, to payments made on redemption of any RCIs where the amount payable on
redemption is greater than the issue price of the RCIs.

3. Other Rules Relating to United Kingdom Withholding Tax

(a) Where interest has been paid (including where the Bank issues shares in satisfaction of an
interest payment) under deduction of United Kingdom income tax, RCI Holders who are not
resident in the United Kingdom may be able to recover all or part of the tax deducted if there
is an appropriate provision in any applicable double taxation treaty.

(b) The references to “interest” in Parts 1 and 2 above mean “interest” as understood in United
Kingdom tax law. The statements in Parts 1 and 2 above do not take account of any different
definitions of “interest” or “principal” which may prevail under any other law or which may
be created by the terms and conditions of the RCIs or any related documentation.

(c) The above description of the United Kingdom withholding tax position assumes that there will
be no substitution of the issuer of the RCIs and does not consider the tax consequences of any
such substitution.

4. European Union Savings Tax Directive 

Under EC Council Directive 2003/48/EC on the taxation of savings income, each Member State is
required to provide to the tax authorities of another Member State details of payments of interest
or other similar income paid by a person within its jurisdiction to, or collected by such a person for,
an individual resident or certain limited types of entity established in that other Member State;
however, for a transitional period, Austria, Belgium and Luxembourg may instead apply a
withholding system in relation to such payments, deducting tax at rates rising over time to 35 per
cent. The transitional period is to terminate at the end of the first full fiscal year following
agreement by certain non-EU countries to the exchange of information relating to such payments.

A number of non-EU countries, and certain dependent or associated territories of certain Member
States, have adopted similar measures (either provision of information or transitional withholding)
in relation to payments made by a person within its jurisdiction to, or collected by such a person for,
an individual resident or certain limited types of entity established in a Member State. In addition,
the Member States have entered into provision of information or transitional withholding
arrangements with certain of those dependent or associated territories in relation to payments
made by a person in a Member State to, or collected by such a person for, an individual resident or
certain limited types of entity established in one of those territories.
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UNITED STATES TAXATION

United States Tax Considerations 

The discussion of tax matters in this Prospectus is not intended or written to be used, and cannot
be used by any person, for the purpose of avoiding U.S. federal, state or local tax penalties, and
was written to support the promotion or marketing of the transaction or matters addressed
herein. Holders should seek advice based on their particular circumstances from an independent
tax advisor.

The following summary is a general discussion of certain U.S. federal income tax considerations to
U.S. Holders and Non-U.S. Holders (both as defined below) of the purchase, ownership, and
disposition of RCIs issued by us, and applies only to holders who hold such RCIs as capital assets
(generally, assets held for investment). This summary is not a complete analysis of all possible U.S.
federal income tax consequences that may be relevant to a prospective holder’s decision to acquire,
hold or dispose of the RCIs. In particular, this summary does not deal with persons in special tax
situations, such as financial institutions, insurance companies, tax-exempt investors, regulated
investment companies, investors liable for the alternative minimum tax, certain U.S. expatriates,
investors whose functional currency is not the U.S. dollar, dealers or traders in securities or
currencies, persons that own (directly, indirectly or constructively) 10% or more of the stock, by
vote or value, of the Issuer, or persons holding such RCIs as a hedge against currency risk, as part of
an integrated transaction or “conversion transaction” or as a position in a “straddle” for U.S. tax
purposes. Persons considering the purchase of RCIs should consult their own tax advisors
concerning any application of U.S. federal income tax laws to their particular situation, as well as any
consequences arising under the laws of any other state, local or foreign tax jurisdiction.

The following summary is based on the U.S. Internal Revenue Code of 1986, as amended (the
“Code”), U.S. Treasury Regulations thereunder, published rulings of the U.S. Internal Revenue
Service (the “IRS”), and judicial and administrative interpretations thereof, in each case as in effect
and available on the date of this document. Changes to any of the foregoing, or changes in how any
of these authorities are interpreted, may affect the tax consequences set out below, possibly
retroactively. No ruling will be sought from the IRS with respect to any statement or conclusion in
this discussion, and there is no assurance that the IRS will not challenge such statement or
conclusion in the following discussion, and there is no assurance that the IRS will not challenge any
such statement or conclusion or, if challenged, a court will uphold such statement or conclusion.

This subsection describes the tax consequences of a U.S. Holder (a “U.S. Holder”). A U.S. Holder is
defined as a beneficial owner of a RCI who is (i) a citizen or resident alien of the United States for
U.S. federal income tax purposes, (ii) an entity treated as a corporation for U.S. federal income tax
purposes organised in or under the laws of the United States, any state thereof or the District of
Columbia, (iii) an estate whose income is subject to U.S. federal income tax regardless of its source,
or (iv) a trust, if a United States court can exercise primary supervision over the trust’s
administration and one or more United States persons (as defined in the Internal Revenue Code of
1986, as amended) are authorised to control all substantial decisions of the trust. A Non-U.S. Holder
is defined as a beneficial owner of a RCI who is not a U.S. Holder (a “Non-U.S. Holder”).

If a partnership (including any entity treated as a partnership for U.S. federal income tax purposes)
holds RCIs, the U.S. federal income tax consequences to the partners of such partnership will depend
on the activities of the partnership and the status of the partners. This summary does not address
the U.S. federal income tax consequences to a partnership or its partners of the purchase ownership
or disposition of RCIs, and a partnership considering an investment in RCIs, and partners in such
partnership, should consult their own tax advisors about the consequences of the investment.
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Characterisation of the RCIs

We intend to take the position that the RCIs are equity for U.S. federal income tax purposes and the
remainder of this summary assumes that the RCIs are characterised as equity. U.S. Holders should
note that no rulings have been or will be sought from the IRS with respect to the classification of the
RCIs, and no assurance can be given that the IRS or courts will not treat the RCIs as debt. Prospective
purchasers should consult their tax advisers regarding the classification of the RCIs for these
purposes.

Interest

If the RCIs are treated as equity, payments of interest will be treated as distributions paid with
respect to shares of our stock. Subject to the passive foreign investment company rules discussed
below, distributions paid by us out of current or accumulated earnings and profits (as determined
for U.S. federal income tax purposes), before reduction for any United Kingdom withholding tax paid
by us with respect thereto, will generally be taxable to a U.S. Holder as foreign source dividend
income, and will not be eligible for the dividends received deduction allowed to corporations. We do
not maintain calculations of our earnings and profits under U.S. federal income tax principles. U.S.
Holders should therefore expect that, if the RCIs are treated as equity for U.S. federal income tax
purposes, a distribution by us with respect to RCIs will constitute ordinary dividend income. U.S.
Holders should consult their own tax advisors with respect to the appropriate treatment of any
distribution received from us for US federal income tax purposes.

For taxable years that begin on or before 31 December 2010, interest paid by the Issuer will be
taxable to a non-corporate U.S. Holder at the special reduced rate normally applicable to capital
gains, provided the Issuer qualifies for the benefits of the income tax treaty between the United
States and the United Kingdom, which the Issuer believes to be the case, and certain other
conditions are met, including satisfying a 60-day unhedged holding period requirement with
respect to each interest payment.  In addition, recently proposed legislation could prevent dividends
paid by a foreign corporation from being eligible for the special capital gain rate by excluding any
“nonqualified dividend from a foreign corporation” (generally, any dividend from a foreign
corporation if, among other things, the dividends are paid with respect to an instrument that is not
treated as stock in the foreign country). It is not certain if this legislation will be passed in its current
form, a revised form, or at all, and U.S. Holders should therefore consult their own tax advisors with
respect to the potential consequences to them, if any, of the proposed legislation. Prospective
purchasers should consult their tax advisers concerning the applicability of the foreign tax credit
and source of income rules to distributions on the RCIs.

Sale or other Disposition

Subject to the passive foreign investment company rules discussed below, upon a sale or other
disposition of RCIs, a U.S. Holder generally will recognise capital gain or loss for U.S. federal income
tax purposes equal to the difference, if any, between the amount realised on the sale or other
disposition and the U.S. Holder’s adjusted tax basis in the RCIs, assuming in the case of a redemption
that, after the redemption, the U.S. Holder does not own (and is not deemed, under applicable
constructive stock ownership rules, to own) shares of our stock that would prevent the redemption
from qualifying as an exchange under Section 302 of the Code. This capital gain or loss will be long-
term capital gain or loss if the U.S. Holder’s holding period in the RCIs exceeds one year. Any gain
or loss will generally be U.S. source.

See “—Passive Foreign Investment Company Considerations” below for a discussion of more
adverse rules that will apply to a sale or other disposition of RCIs if we are or become a passive
foreign investment company for U.S. federal income tax purposes.
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Passive Foreign Investment Company Considerations

We believe we will not be classified as a passive foreign investment company (a “PFIC”) for U.S.
federal income tax purposes. A foreign corporation will be a PFIC in any taxable year in which, after
taking into account the income and assets of the corporation and certain subsidiaries pursuant to
the applicable “look-through rules”, either (i) at least 75% of its gross income is “passive income”
or (ii) at least 50% of the average value of its assets is attributable to assets which produce passive
income or are held for the production of passive income. Although interest income is generally
passive income, a special rule allows “active” banks to treat their banking business income as non-
passive. To qualify for this rule, a bank must satisfy certain requirements regarding its licensing and
other activities. The Issuer believes that it currently meets these requirements. Our possible status
as a PFIC must be determined annually, and may be subject to change if we fail to qualify under this
special rule for any year in which a U.S. Holder holds RCIs, or if certain of our subsidiaries were to
account for materially greater percentages of our overall earnings and assets. If we were to be
treated as a PFIC in any year, U.S. Holders of RCIs would be required (i) to pay a special U.S. addition
to tax on certain excess distributions (generally, any distributions received by the U.S. Holder on the
RCIs in a taxable year that are greater than 125% of the average annual distributions received by the
U.S. Holder in the three preceding taxable years, or if shorter, the U.S. Holder’s holding period for
the RCIs) and gains on sale and (ii) to pay tax on any gain from the sale of RCIs at the highest
ordinary income (rather than capital gains) rates in addition to paying the special addition to tax on
this gain. We do not presently intend to comply with the reporting requirements necessary for a U.S.
Holder to make a qualified electing fund, or QEF election. Prospective purchasers should consult
their tax advisers regarding the potential application of the PFIC regime.

Non-U.S. Holders

Subject to the discussion of backup withholding below, payments of interest on the RCIs are
currently exempt from U.S. federal income taxes, including withholding taxes, if paid to a Non-U.S.
Holder unless (i) the Non-U.S. Holder is an insurance company carrying on a U.S. insurance business
to which the interest is attributable, within the meaning of the Code, or (ii) the Non-U.S. Holder is
an individual or corporation that has an office or other fixed place of business in the United States
to which the interest is attributable, the interest is derived in the active conduct of a banking,
financing, or similar business within the United Sates or is received by a corporation the principal
business of which is trading in stock or RCIs for its own account, and certain other conditions exist.

In addition, subject to the discussion of backup withholding below, a Non-U.S. Holder will not be
subject to U.S. federal income tax on any gain realised on the sale or exchange of a RCI, provided
that such gain is not effectively connected with the conduct by the holder of a U.S. trade or business
and, in the case of a Non-U.S. Holder who is an individual, such holder is not present in the United
Sates for a total of 183 days or more during the taxable year in which such gain is realised and
certain other conditions are met.

Backup Withholding and Information Reporting

Payments of principal and interest on, and the proceeds of sale or other disposition of RCIs, payable
to a U.S. Holder by a U.S. paying agent or other U.S. connected intermediary will be reported to the
IRS and to the U.S. Holder as may be required under applicable regulations. Backup withholding will
apply to these payments if the U.S. Holder fails to provide an accurate taxpayer identification
number or certification of exempt status or fails to report all interest and dividends required to be
shown on its U.S. federal income tax returns. Certain U.S. Holders (including, among others,
corporations) are not subject to backup withholding or information reporting. U.S. Holders should
consult their tax advisers as to the qualification for exemption from backup withholding and the
procedure for obtaining such an exemption.

Payments of principal and interest on, and the proceeds of sale or other disposition of RCIs by a U.S.
paying agent or U.S. connected intermediary to a Non-U.S. Holder will not be subject to backup
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withholding tax and information reporting requirements if appropriate certification (IRS Form W-
8BEN or such other applicable form) is provided by the holder to the payor and the payor does not
have actual knowledge that the certificate is false.

Employee Benefit Plan Considerations

The U.S. Employee Retirement Income Security Act of 1974, as amended (“ERISA”), imposes certain
requirements on “employee benefit plans” (as defined in Section 3(3) of ERISA) subject to ERISA,
including entities such as collective investment funds and separate accounts whose underlying
assets include the assets of such plans (collectively, “ERISA Plans”) and on those persons who are
fiduciaries with respect to ERISA Plans. Investments by ERISA Plans are subject to ERISA’s general
fiduciary requirements, including the requirement of investment prudence and diversification and
the requirement that an ERISA Plan’s investments be made in accordance with the documents
governing the ERISA Plan.

Section 406 of ERISA and Section 4975 of the U.S. Internal Revenue Code of 1986, as amended (the
“Code”) prohibit certain transactions involving the assets of an ERISA Plan (as well as those plans
that are not subject to ERISA but which are subject to Section 4975 of the Code, such as individual
retirement accounts (together with ERISA Plans, “Plans”)) and certain persons (referred to as
“parties in interest” or “disqualified persons”) having certain relationships to such Plans, unless a
statutory or administrative exemption is applicable to the transaction.

Prohibited transactions within the meaning of Section 406 of ERISA or Section 4975 of the Code
may arise if any RCIs are acquired by a Plan with respect to which any of the Issuers, Holding
Company, Trustee or the Manager or any of their respective affiliates are a party in interest or a
disqualified person. Certain exemptions from the prohibited transaction provisions of Section 406
of ERISA and Section 4975 of the Code may be applicable, however, depending in part on the type
of Plan fiduciary making the decision to acquire RCIs and the circumstances under which such
decision is made. There can be no assurance that any exemption will be available with respect to any
particular transaction involving the RCIs, or that, if an exemption is available, it will cover all aspects
of any particular transaction. By its purchase of any RCIs, whether in the case of the initial purchase
or in the case of a subsequent transfer, the purchaser thereof will be deemed to have represented
and agreed either that (i) it is not and for so long as it holds RCIs will not be an ERISA Plan or other
Plan, an entity whose underlying assets include the assets of any such ERISA Plan or other Plan, or
(ii) its purchase and holding of the RCIs will not result in a prohibited transaction under Section 406
of ERISA or Section 4975 of the Code for which an exemption is not available. 

Governmental plans and certain church and other plans, while not subject to the fiduciary
responsibility provisions of ERISA or the provisions of Section 4975 of the Code, may nevertheless
be subject to state or other federal or foreign laws that are substantially similar to ERISA and the
Code. Fiduciaries of any such plans should consult with their counsel before purchasing any RCIs.

The foregoing discussion is general in nature and not intended to be all-inclusive. Any Plan fiduciary
who proposes to cause a Plan to purchase any RCIs should consult with its counsel regarding the
applicability of the fiduciary responsibility and prohibited transaction provisions of ERISA and
Section 4975 of the Code to such an investment, and to confirm that such investment will not
constitute or result in a prohibited transaction or any other violation of an applicable requirement
of ERISA.

The sale of RCIs to a Plan is in no respect a representation by the Issuer, the Holding Company,
Trustee or the Manager that such an investment meets all relevant requirements with respect to
investments by Plans generally or any particular Plan, or that such an investment is appropriate for
Plans generally or any particular Plan.
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SUBSCRIPTION AND SALE

Subscription Agreement 

Under a Subscription Agreement entered into with the Issuer on 21 September 2007, Barclays
Capital Inc. (the “Lead Manager”) and the other managers named therein (each a “Manager” and
together the “Managers”) have agreed to subscribe on a several basis for the RCIs at the issue price
of 100 per cent. of their principal amount. The Bank has agreed to pay to the Managers a combined
selling, management and underwriting commission of 0.875 per cent. of the principal amount of the
RCIs. The Subscription Agreement is subject to termination in certain circumstances prior to
payment to the Issuer.

Selling Restrictions 

United States of America 

The RCIs have not been and will not be registered under the Securities Act, and, subject to certain
exceptions, may not be offered or sold within the United States or to, or for the account or benefit
of, U.S. persons. Terms used in this paragraph have the meanings given to them by Regulation S
under the Securities Act.

The RCIs are being offered and sold outside of the United States in reliance on Regulation S. The
Subscription Agreement provides that the Managers may arrange for the offer and resale of RCIs
within the United States only to qualified institutional buyers in reliance on Rule 144A.

Each Manager has represented and agreed that, except as permitted by the Subscription
Agreement, it has not offered or sold and will not offer or sell the RCIs (i) as part of their distribution
at any time, or (ii) otherwise until 40 days after the completion of the offering, within the United
States or to, or for the account or benefit of, U.S. persons, and that it will have sent to each dealer
to which it sells Notes during the distribution compliance period other than pursuant to Rule 144A
relating thereto a confirmation or other notice setting forth the restrictions on offers and sales of
the Notes within the United States or to, or for the account or benefit of, U.S. persons. 

In addition, until 40 days after the commencement of the offering of the RCIs, an offer or sale of RCIs
within the United States by any dealer (whether or not participating in the offering) may violate the
registration requirements of the Securities Act if such offer or sale is made otherwise than in
accordance with Rule 144A or pursuant to another exemption from registration under the
Securities Act.

United Kingdom

Each Manager has represented, warranted and agreed that:

(i) it has only communicated or caused to be communicated, and will only communicate or
cause to be communicated, an invitation or inducement to engage in investment activity
(within the meaning of Section 21 of the Financial Services and Markets Act 2000 (“FSMA”))
received by it in connection with the issue or sale of any RCIs in circumstances in which
Section 21(1) of the FSMA would not, if the Issuer was not an authorised person, apply to the
Issuer; and

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

General

No action has been or will be taken in any jurisdiction by the Issuer or the Managers that would, or
is intended to, permit a public offering of the RCIs, or possession or distribution of this Prospectus

A13.4.14
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or any other offering material, in any country or jurisdiction where action for that purpose is
required. Persons into whose hands this Prospectus, or any other offering material relating to the
RCIs, comes are required by the Issuer and the Managers to comply with all applicable laws and
regulations in each country or jurisdiction in which they purchase, offer, sell or deliver RCIs, or any
other offering material relating to the RCIs, or have in their possession, distribute or publish this
Prospectus or any other offering material relating to the RCIs, in all cases at their own expense.
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GENERAL INFORMATION

1. The Issuer has obtained all necessary consents, approvals and authorisations in connection
with the issue and performance of the RCIs. The issue of the RCIs has been authorised
pursuant to resolutions passed by the Fund Raising Committee of the Board of Directors of
the Issuer on 20 September 2007.

2. Applications have been made for the RCIs to be admitted to listing on the Official List of the
UK Listing Authority and to trading on the London Stock Exchange’s Gilt-Edged and Fixed
Interest Market. It is expected that the RCIs will be so admitted and listed as and when issued,
subject only to the execution of the relevant Global RCI. The total expenses relating to the
admission to trading of the RCIs are estimated to be £7,760.

3. The RCIs have been accepted for clearance through DTC and the Euroclear and Clearstream,
Luxembourg systems. The CUSIP number for the Restricted RCIs is 06739GAD1. The Common
Code for the Restricted RCIs is 032316298. The Common Code for the Unrestricted RCIs is
032279201. The ISIN code for the Restricted RCIs is US06739GAD16. The ISIN code for the
Unrestricted RCIs is XS0322792010. The address of Euroclear is 1 Boulevard du Roi Albert II,
B-1210 Brussels, Belgium and the address of Clearstream, Luxembourg is 42 Avenue JF
Kennedy, L-1855 Luxembourg. The address of The Depository Trust Company is 55 Water
Street, New York, NY10041-0099, USA.

4. The Issuer has for some time been party to proceedings, including a class action, in the United
States against a number of defendants following the collapse of Enron; the class action claim
is commonly known as the Newby litigation. On 20 July 2006, the Issuer received an Order
from the United States District Court for the Southern District of Texas Houston Division
which dismissed the claims against Barclays PLC, Barclays Bank PLC and Barclays Capital Inc.
in the Newby litigation. On 4 December 2006, in response to the Plaintiffs’ procedural
objections, the District Court stayed Barclays’ dismissal from the proceedings and allowed the
plaintiffs to file a supplemental complaint. On 19 March 2007, the United States Court of
Appeals for the Fifth Circuit issued its decision on an appeal by the Bank and two other
financial institutions contesting a ruling by the District Court allowing the Newby litigation to
proceed as a class action. The Court of Appeals held that because no proper claim against the
Issuer and the other financial institutions had been alleged by the plaintiffs, the case could not
proceed against them. The plaintiffs have applied to the United States Supreme Court for a
review of this decision. Pending the outcome of further appellate proceedings, the District
Court has stayed the Newby litigation.

The Issuer considers that the remaining Enron claims against it are without merit and is
defending them vigorously. It is not possible to estimate the Issuer’s possible loss in relation
to these matters, nor the effect that it might have upon operating results in any particular
financial period.

The Issuer has been in negotiations with the staff of the U.S. Securities and Exchange
Commission with respect to a settlement of the Commission’s investigations of transactions
between the Issuer and Enron. The Issuer does not expect that the amount of any settlement
with the Commission would have a significant adverse effect on its financial position or
operating results.

On 3 November 2006, the Issuer announced that it had reached a settlement in principle with
Enron in the Enron bankruptcy proceedings. A settlement agreement was signed on 30
November 2006 and became effective on 3 January 2007. The settlement has had no negative
impact on the Issuer’s earnings as an adequate provision had already been made for the likely
cost in prior periods. In reaching the settlement, the Issuer has denied any wrongdoing or
liability.
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The Issuer is engaged in various other litigation proceedings both in the United Kingdom and
a number of overseas jurisdictions, including the United States, involving claims by and
against it, which arise in the ordinary course of business. The Issuer does not expect the
ultimate resolution of any of the proceedings to which the Issuer is party to have a significant
adverse effect on the financial position of the Group and the Issuer has not disclosed the
contingent liabilities associated with these claims either because they cannot reasonably be
estimated or because such disclosure could be prejudicial to the conduct of the claims.

Save as disclosed in paragraphs one and two of this section 4, no member of the Group is or
has been involved in any governmental, legal or arbitration proceedings (including any such
proceedings which are pending or threatened of which the Issuer is aware) which may have,
or have had during the 12 months preceding the date of this Prospectus, a significant effect
on the Issuer’s and/or the Group’s financial position or profitability.

5. There has been no significant change in the financial or trading position of the Issuer or the
Group since 30 June 2007 and there has been no material adverse change in the prospects of
the Issuer or the Group since 31 December 2006.

6. No optional redemption or purchase by the Issuer or any of its subsidiaries for cancellation of
the RCIs will be made by the Issuer without the prior consent of the Financial Regulator (if
required).

7. For so long as any of the RCIs are admitted to listing on the Official List of the UK Listing
Authority and to trading on the London Stock Exchange’s Gilt-Edged and Fixed Interest
Market and the prospectus rules of the FSA so require, for the life of this Prospectus, copies
of the following documents may be inspected during usual business hours on any weekday
(Saturdays and public holidays excepted) at Barclays Treasury, 1 Churchill Place, London E14
5HP and at the specified office of the Principal Paying Agent, currently located at One Canada
Square, London El4 5AL:

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

(b) the joint Annual Report of Barclays PLC and the Issuer, as filed with the SEC on Form
20-F in respect of the years ended 31 December 2005 and 31 December 2006 and the
Annual Reports of the Issuer containing the audited consolidated accounts of the Issuer
in respect of the years ended 31 December 2005 (the “2004 Issuer Annual Report”)
and 31 December 2006 (the “2005 Issuer Annual Report”), respectively;

(c) the Current Reports of Barclays PLC as filed with the SEC on Form 6-K on 23 April 2007,
27 April 2007, 31 May 2007, 19 June 2007, 23 July 2007, 30 July 2007, 13 August 2007,
14 September 2007 and 17 September 2007;

(d) the Trust Deed;

(e) the Paying Agency Agreement; and

(f) any supplementary prospectus published since the most recent prospectus was
published and any documents incorporated therein by reference.

8. This Prospectus will be made available at the registered office of the Issuer.

9. The auditors of the Issuer are PricewaterhouseCoopers LLP, Chartered Accountants and
Registered Auditors of Southwark Towers, 32 London Bridge Street, London SE1 9SY, who
have audited the Issuer’s accounts, without qualification, for each of the two financial years
ended on 31 December 2005 and 31 December 2006. The auditors of the Issuer have no
material interest in the Issuer. By Regulation, the European Union agreed that virtually all
listed companies must use International Financial Reporting Standards (“IFRS”) adopted for
use in the European Union in the preparation of their 2005 consolidated accounts. Barclays
PLC and the Issuer have applied IFRS from 1 January 2004, with the exception of the standards
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relating to financial instruments (IAS 32 and IAS 39) and insurance contracts (IFRS 4) which
were applied only with effect from 1 January 2005. A summary of the significant accounting
policies for Barclays PLC and the Issuer is included in each of the Annual Reports, the 2005
Issuer Annual Report and the 2006 Issuer Annual Report.
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