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Guaranteed Bonds due 2013

unconditionally and irrevocably guaranteed by

GALLAHER LIMITED
{Incorporated in England and Wales under the Companies Acts 1948 to 1976 Registered number 1501573)

Issue price: 99.121 per cent.

The £250,000,000 5.75 per cent. Step Up/Step Down Guaranieed Bonds due 2013 (the
“Bonds”") issued by Gallaher Group Plc (the “Issuer”) and irrevocably and unconditionally guaranteed by
Gallaher Limited (the “Guarantor”) will mature on 6th February, 2013.

The Bonds are issued in bearer form in the denominations of £1,000, £10,000 and £100,000
each.

Interest on the Bonds will be payable annually in arrear on 6th February in each year. The rate of
interest payable on the Bonds will be subject to adjustment from time to time in the event of a Step Up
Rating Change or Step Down Rating Change, as the case may be, as more fully described under “Terms
and Conditions of the Bonds — Interest”. Payments of principal and interest on the Bonds will be made
without withholding or deduction of United Kingdom taxes io the extent described under “Terms and
Conditions of the Bonds — Taxation”.

The Bonds may not be redeemed prior to 6th February, 2013 except as mentioned below. The
Issuer may, at its option, redeem all, but not some only, of the Bonds at any time at their principal amount if
either the Issuer or the Guarantor becomes obliged to pay certain additional amounts in respect of taxes, in
either case together with interest accrued to but excluding the date of redemption, as more fully described
under “Terms and Conditions of the Bonds — Redemption and Purchase”.

Application has been made to the Financial Services Authority in its capacity as competent
authority under the Financial Services and Markets Act 2000 (the “UK Listing Authority” and the
“FSMA”", respectively) for the Bonds o be admitted to the Official List of the UK Listing Authority and to the
London Stock Exchange plc (the “London Stock Exchange”) for the Bonds to be admitted to trading on
the London Stock Exchange’s market for listed securities. Admission to the Official List together with
admission to trading on the London Stock Exchange’s market for listed securities constitute official listing
on the L.ondon Stock Exchange.

The Bonds will initially be represented by a temporary gliobal bond (the “Temporary Global
Bond"), without interest coupons, which will be deposited on or about 6th February, 2003 (the “Closing
Date”) with HSBC Bank plc as common depositary for Euroclear Bank S.A./N.V. as operator of the
Euroclear System (“Euroclear”) and Clearstream Banking, société anonyme (“Clearstream,
Luxembourg”). Interests in the Temporary Global Bond will be exchangeable for interesis in a
permanent global bond (the “Permanent Global Bond” and, together with the Temporary Global Bond,
the “Global Bonds”), without interest coupons, on or after 18th March, 2003 (the “Exchange Date”),
upon certification as to non-U.S. beneficial ownership. Interests in the Permanent Global Bond will be
exchangeable for definitive Bonds only in certain limited circumstances — see “Summary of Provisions
relating to the Bonds while represented by the Global Bonds”.

The Bonds have been assigned a rating of BBB by Standard & Poor’s Ratings Services, a Division
of The McGraw-Hill Companies, Inc. and Baa3 by Moody's Investors Service 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 assigning rating organisation.

Joint Lead Managers

JPMorgan The Royal Bank of Scotland
Co-Lead Managers
Barclays Capital Bayerische Landesbank
Dresdner Kleinwort Wasserstein HSBC

The date of this Offering Circular is 4th February, 2003



This document comprises listing particulars approved by the UK Listing Authority as required by
the FSMA prepared for the purpose of giving information with regard to the Issuer, the issuer and its
subsidiaries (together the “Group” or “Gallaher”), Gallaher Limited and the Bonds. A copy of this
document has been delivered for registration to the Registrar of Companies in England and Wales in
accordance with section 83 of the FSMA.

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

No person has been authorised to give any information or to make any representation other than
those contained in this document in connection with the offering of the Bonds and, if given or made, such
information or representation must not be relied upon as having been authorised by the Issuer, the
Guarantor, the Managers (as defined under “Subscription and Sale” below) or HSBC Trustee (C.l.) Limited
(the “Trustee”). Neither the delivery of this document nor any sale made hereunder shall, under any
circumstances, constitute a representation or create any implication that there has been no change in the
affairs of the Issuer, the Guarantor or the Group since the date hereof. This document does not constitute
an offer of, or an invitation by, or on behalf of, the Issuer, the Guarantor, the Managers or the Trustee to
subscribe for, or purchase, any of the Bonds. This document does not constifute an offer, and may not be
used for the purpose of an offer to, or a solicitation by, anyone in any jurisdiction or in any circumstances in
which such an offer or solicitation is not authorised or is unlawful.

The distribution of this document and the offering of the Bonds in certain jurisdictions may be
restricted by law. Persons into whose possession this document comes are required by the Issuer, the
Guarantor, the Managers and the Trustee to inform themselves about and to observe any such restrictions.

The Managers and the Trustee have not separately verified the information contained herein.
Accordingly, no representation, warranty or undertaking, express or implied, is made and no responsibility
or liability is accepted by the Managers, the Trustee or any of them as to the accuracy or completeness of
the information contained in this document or any other information provided by the Issuer or the Guarantor
in connection with the Bonds or their distribution.

This document is not intended to provide the basis of any credit or other evaluation and should
not be considered as a recommendation by the lssuer, the Guarantor, the Managers or the Trustee that any
recipient of this document should purchase any of the Bonds. Each investor contemplating purchasing
Bonds should make its own independent investigation of the financial condition and affairs, and its own
appraisal of the creditworthiness, of the Issuer and/or the Guarantor.

The Bonds have not been and will not be registered under the United States Securities Act of
1933, as amended, (the “Securities Act”) and are subject to U.S. tax law requirements. Subject to certain
exceptions, the Bonds may not be offered, sold or delivered within the United States or to U.S. persons. For
a further description of certain restrictions on the offering and sale of the Bonds and on distribution of this
document, see “Subscription and Sale” below.

All references herein to “sterling”, “pounds”, “£", “pence” and “p” are to the lawful currency of
the United Kingdom, all references herein to “euro” and “€” are to the single currency introduced at the
start of the third stage of European economic and monetary union pursuant to the Treaty establishing the
European Community, as amended, and all references herein to “US$” are to United States dollars.

IN CONNECTION WITH THE ISSUE OF THE BONDS, THE ROYAL BANK OF SCOTLAND
PLC OR ANY PERSON ACTING FOR IT MAY OVER-ALLOT OR EFFECT TRANSACTIONS WIiTH A
VIEW TO SUPPORTING THE MARKET PRICE OF THE BONDS AT A LEVEL HIGHER THAN THAT
WHICH MIGHT OTHERWISE PREVAIL FOR A LIMITED PERIOD AFTER THE CLOSING DATE.
HOWEVER THERE MAY BE NO OBLIGATION ON THE ROYAL BANK OF SCOTLAND PLC OR ANY
AGENT OF IT TO DO THIS. SUCH STABILISING, IF COMMENCED, MAY BE DISCONTINUED AT
ANY TIME AND MUST BE BROUGHT TO AN END AFTER A LIMITED PERIOD.
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TERMS AND CONDITIONS OF THE BONDS

The following is the text of the Terms and Conditions of the Bonds which (subject to modification)
will be endorsed on each Bond in definitive form, if issued:

The £250,000,000 5.75 per cent. Step Up/Step Down Guaranteed Bonds due 2013 (the
“Bonds”, which expression shall in these Terms and Conditions, unless the context otherwise requires,
include any further bonds issued pursuant to Condition 17 and forming a single series with the Bonds) of
Gallaher Group Plc (the “Issuer” and, together with its Subsidiaries (as defined below), the “Group”) are
constituted by a Trust Deed dated 6th February, 2003 (the “Trust Deed”) made between the Issuer,
Gallaher Limited (the “Guarantor”) and HSBC Trustee (C.1.) Limited (the “Trustee”, which expression shall
include its successor(s)) as trustee for the holders of the Bonds (the “Bondholders”) and the holders of the
interest coupons appertaining to the Bonds (the “Couponholders” and the “Coupons”, respectively).
The issue of the Bonds was authorised by a resolution of a committee of the Board of Directors of the issuer
passed on 31st January, 2003. The giving of the guarantee in respect of the Bonds was authorised by a
resolution of the Board of Directors of the Guarantor passed on 31st January, 2003 and by a resolution of
the shareholder of the Guarantor passed on 31st January, 2003. The Bonds are on issue listed on the
London Stock Exchange pic (the “London Stock Exchange”). The statements in these Terms and
Conditions include summaries of, and are subject to, the detailed provisions of, and definitions in, the Trust
Deed. Copies of the Trust Deed and the Agency Agreement dated 6th February, 2003 (the “Agency
Agreement”) made between the Issuer, the Guarantor, HSBC Bank plc {the “Principal Paying Agent”)
and the other agents named therein (together with the Principal Paying Agent, unless the context otherwise
requires, the “Paying Agents”) and the Trustee are available for inspection upon reasonable notice during
normal business hours by the Bondholders and the Couponholders at the principal office for the time being
of the Trustee, being at the date of issue of the Bonds at 1 Grenville Street, St Helier, Jersey JE4 9PF,
Channel Islands and at the specified office of each of the Paying Agents. The Bondholders and the
Couponholders are entitled to the benefit of, are bound by, and are deemed fo have notice of, all the
provisions of the Trust Deed and the Agency Agreement applicable to them.

1. Form, Denominations and Title

(a) The Bonds are in bearer form, serially numbered, in the denominations of £1,000, £10,000 and
£100,000 each with Coupons attached on issue. Bonds of one denomination may not be
exchanged for Bonds of another denomination.

b} Title to the Bonds and to the Coupons will pass by delivery.

{c) The Issuer, the Guarantor, any Paying Agent and the Trustee may (to the fullest extent permitted by
applicable laws) deem and treat the bearer of any Bonds and the bearer of any Coupon as the
absolute owner for all purposes (whether or not the Bond or Coupon shall be overdue and
notwithstanding any notice of ownership or writing on the Bond or Coupon or any notice of previous
loss or theft of the Bond or Coupon or of any trust or interest therein) and shall not be required to
obtain any proof thereof or as to the identity of such bearer.

2. Status

The Bonds and the Coupons constitute direct, unconditional and (subject to the provisions of
Condition 4) unsecured obligations of the Issuer and (subject as aforesaid) rank and will rank par’ passu,
without any preference among themselves, with all other outstanding unsecured and unsubordinated
obligations of the Issuer, present and future, but, in the event of insolvency, only to the extent permitted by
applicable laws relating to creditors’ rights.

3. Guarantee

The due performance of all payment and other obligations of the Issuer under the Bonds, the
Coupons, these Terms and Conditions and the Trust Deed has been unconditionally and irrevocably
guaranteed (the “Guarantee”) by the Guarantor in the Trust Deed. The obligations of the Guarantor under
the Guarantee constitute direct, unconditional and (subject to the provisions of Condition 4) unsecured
obligations of the Guarantor and (subject as aforesaid) rank and will rank pan passu with all other
outstanding unsecured and unsubordinated obligations of the Guarantor, present and future, but, in the
event of insolvency, only to the extent permitted by applicable laws relating to creditors’ rights.
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Negative Pledge

So long as any of the Bonds remains outstanding (as defined in the Trust Deed), the Issuer will not
create or permit to subsist any mortgage, charge, lien (other than a lien arising by operation of law) or
other encumbrance (each a “Security Interest”) upon the whole or any part of its undertaking or
assets, present or future, to secure payment of any present or future indebtedness of the Issuer or
any other person or to secure any guarantee or indemnity in respect of any indebtedness of the
lssuer or any other person, without at the same time according to the Bonds, the Coupons and all
amounts payable under the Trust Deed, to the satisfaction of the Trustee, either the same security
as is created or subsisting to secure any such indebtedness, guarantee or indemnity, or such other
security or other arrangement as the Trustee shall in its absolute discretion deem not materially less
beneficial to the Bondholders or as shall be approved by an Extraordinary Resolution (as defined in
the Trust Deed) of the Bondholders.

So long as any of the Bonds remains outstanding, the Guarantor will not create or permit to subsist
any Security Interest upon the whole or any part of its undertaking or assets, present or future, to
secure payment of any present or future indebtedness of the Guarantor or any other person or {o
secure any guarantee or indemnity in respect of any indebtedness of the Guarantor or any other
person, without at the same time according to its obligations under the Guarantee, to the
satisfaction of the Trustee, either the same security as is created or subsisting to secure any such
indebtedness, guarantee or indemnity, or such other security or other arrangement as the Trustee
shall in its absolute discretion deem not materially iess beneficial to the Bondholders or as shall be
approved by an Extraordinary Resolution of the Bondholders.

Paragraphs (a) and {b) do not apply to the following Security Interests:

0] any Security Interest already created or agreed to be created, at the date of acquisition, by
any company acquired by any member of the Group (otherwise than in contemplation of the
acquisition), or any renewal or extension of any such Security Interest on terms no more
onerous to that member of the Group than those of the Security Interest renewed or
extended; or

{i) any Security Interest created in favour of H.M. Customs & Excise or other similar
governmental agency whether in the UK or elsewhere soiely to secure the tobacco
taxation liabilities of any member of the Group; or

(iii) any Security Interest created or arising with the approval of the Trustee or an Extracrdinary
Resolution of the Bondholders; or

(iv) any Security Interest created or arising out of retention of title provisions in respect of goods
acquired by a member of the Group in the ordinary course of trading; or

v) any lien or other Security Interest arising in the normal course of trading and set-off rights and
arrangements between cash balances and bank borrowings with the same bank; or

(v  any Security Interest on inventories and accounts receivable existing from time to time; or

(vi)  any Security Interest on property existing at the time of acquisition thereof by the Issuer or the
Guarantor, provided that such Security Interest was in existence prior to the contemplation of
such acquisition and does not extend to any assets other than the property acquired; or

(viil  any Security Interest to secure Financial Indebtedness (as defined in Condition 10(b)) incurred
for the purpose of financing all or any part of the purchase price or the cost of construction or
improvement {or additions to improvements) of the property subject to such Security Interest;
or

(¥ any Security Interest to secure any extension, renewal, refinancing or refunding (or
successive extensions, renewals, refinancings or refundings), in whole or in part, of any
Financial Indebtedness secured by Security Interests referred to in the foregoing sub-
paragraphs (i) to (viii), provided that such Security interest does not extend to any additional
property and the principal amount of the extending, renewing, refinancing or refunding
Financial iIndebtedness is not greater than the principal amount of the Financial Indebtedness
being extended, renewed, refinanced or refunded; or
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x any one or more other Security Interests not falling within (i) to (ix) above and securing
indebtedness the principal, capital or nominal amount of which does not exceed (when
aggregated with the indebtedness secured by all other Security Interests permitted under this
sub-paragraph (x)) £80,000,000 or its equivalent in other currencies at any one time.

Interest
Rate of Interest before Step Up Rating Change (if any)

Each Bond bears interest on its outstanding principal amount from and including 6th February, 2003
{the “Interest Commencement Date”) {0 but excluding the first Interest Payment Date (as defined
below) following the date on which a Step Up Rating Change (if any) occurs at the rate of 5.75 per
cent. per annum (the “Initial Rate of Interest”) and thereafter at the applicable rate of interest
determined in accordance with Condition 5(b). The first payment of interest for the period from and
including the Interest Commencement Date to but excluding 6th February, 2004 and amounting to
£57.50 per £1,000 principal amount of each Bond shall be made on 6th February, 2004.

The Reset Rate of Interest after a Step Up Rating Change (if any) or a Step Down Rating Change
(if any)

) The rate of interest payable on the Bonds will be subject to adjustment from time to time in
the event of a Step Up Rating Change or a Step Down Rating Change, as the case may be,
as provided below.

(i) From and including the first Interest Payment Date following the date of a Step Up Rating
Change the rate of interest payable on the Bonds shall be increased by 1.25 per cent. per
annum to 7.00 per cent. per annum.

(ii) If a Step Down Rating Change occurs after the date of a Step Up Rating Change or on the
same date but subsequent thereto, with effect from and including the first Interest Payment
Date following the date of such Step Down Rating Change, the rate of interest payable on the
Bonds shall be decreased by 1.25 per cent. per annum back to the Initial Rate of Interest.

iv) in the event that either Rating Agency fails to or ceases to assign a rating to the Issuer’s
senior unsecured debt, the Issuer shall use its best endeavours to obtain a rating of its senior
unsecured debt from a substitute rating agency that shall be a Statistical Rating Agency, and
references in this Condition to Moody's or S&P, as the case may be, or the ratings thereof,
shall be to such substitute rating agency or, as the case may be, the equivalent ratings
thereof. In the event that such a rating is not obtained from such a substitute rating agency,
then, for the purposes of the foregoing interest rate adjustments, the ratings assigned by the
remaining Rating Agency shall be deemed also {o be the ratings assigned by the other Rating
Agency.

V) The rate of interest payable on the Bonds will only be subject to adjustment as provided in (i)
above upon the first occurrence on or after the Interest Commencement Date of a Step Up
Rating Change and an adjustment to the rate of interest payable on the Bonds as provided in
(iii) above following the occurrence of a Step Down Rating Change may only occur once and
in any event only after the occurrence of the Step Up Rating Change.

Interest Payment Dates
Interest is payable annually in arrear on 6th February (each an “Interest Payment Date”).

Notification of Rating Change (if any) and Reset Rate of Interest (if any)

The Issuer shall cause each Rating Change (if any) to be notified to the Principal Paying Agent and
the Trustee as soon as practicable after such Rating Change and shall procure that the Principal
Paying Agent notifies each other Paying Agent and any relevant listing authority of such Rating
Change and the Reset Rate of Interest (if any) as soon as practicable and shall procure that the
Principal Paying Agent shall give notice thereof to the Bondhoiders in accordance with Condition 14
as soon as practicable after such Rating Change.






