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Application has been made to the Financial Services Authority in its capacity as the competent authority under the
Financial Services Act 1986 (in such capacity, the “UK Listing Authority”) for the £200,000,000 3.806 per cent. Retail
Price Index-Linked Bonds due 2020 of The National Grid Company plc (the “RPI Bonds” and the “Issuer”,
respectively), the £40,000,000 3.589 per cent. Limited Retail Price Index-Linked Bonds due 2030 of the Issuer (the
“LPI Bonds”), and the £360,000,000 6.50 per cent. Bonds due 2028 of the Issuer (the “Fixed Rate Bonds” and
together with the RPI Bonds and the LP1 Bonds, the “Bonds’) to be admitted to the Official List maintained by the
UK Listing Authority (the “Official List”’) 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 which, together,
will constitute official listing on the London Stock Exchange. Copies of this document, which comprises listing
particulars prepared in compliance with the listing rules made under Section 142 of the Financial Services Act 1986,
have been delivered to the Registrar of Companies in England and Wales for registration in accordance with Section
149 of that Act.

Payments on the Bonds will be made without deduction for or on account of taxes of the United Kingdom to the
extent described under ‘‘Conditions of the Bonds - Taxation”. Interest on the RP1 Bonds is payable semi-annually in
arrear at the rate of 3.806 per cent. (adjusted for indexation) per annum on 27 January and 27 July in each year, the
first payment to be made on 27 January 2002. Interest on the LPI Bonds is payable semi-annually in arrear at the rate
of 3.589 per cent. (adjusted for indexation) per annum on 27 January and 27 July in each year, the first payment to be
made on 27 January 2002. Interest on the Fixed Rate Bonds is payable annually in arrear at the rate of 6.50 per cent.
per annum on 27 July in each year, the first payment of interest to be made on 27 July 2002.

The RPI Bonds mature on 27 July 2020, the LPI Bonds mature on 27 July 2030 and the Fixed Rate Bonds mature on
27 July 2028. Each tranche of Bonds may be redeemed before then at the option of the Issuer in whole, but not in
part, at their principal amount together with accrued interest (adjusted, in the case of the RPI Bonds and the
LPI Bonds, for indexation) if, at any time, the principal amount of the relevant tranche of Bonds is 10 per cent. or less
of the original principal amount of such tranche of Bonds and may be redeemed before then at the option of the
relevant holder or (at the option of the Issuer) repurchased by the Issuer on the occurrence of a Restructuring Event
{as defined in each tranche of Bonds) at their principal amount together with accrued interest (as adjusted, in the case
of the RPI Bonds and the LPI Bonds, for indexation). Each tranche of Bonds is subject to redemption in whole, but
not in part, at their principal amount together with accrued interest (in each case as adjusted, in the case of the RP1
Bonds and the LPI Bonds, for indexation), at the option of the Issuer at any time in the event of certain changes
affecting taxes of the United Kingdom. See “‘Conditions of the Bonds - Redemption and Purchase”. The RPI Bonds
and the LPI Bonds are subject to redemption in whole, but not in part, at their principal amount together with
accrued interest (each as adjusted for indexation) on the occurrence of certain matters relating to the Index (as set
out in the RPI Bond Conditions and the LPI Bond Conditions).

Each tranche of Bonds will initially be represented by a temporary global bond in bearer form without interest
coupons (a “Temporary Global Bond”) which will be deposited with a common depositary for Euroclear Bank S.A./
N.V., as operator of the Euroclear System (**Euroclear”) and Clearstream Banking, société anonyme (**Clearstream,
Luxembourg) on or about 27 July 2001. Interests in each Temporary Global Bond will be exchangeable for interests
in a permanent global bond in bearer form without interest coupons (a “Permanent Global Bond") on or after a date
which is expected to be 4 September 2001 (the “Exchange Date”), upon certification as to non-US beneficial
ownership. Each Permanent Global Bond will be exchangeable for definitive Bonds in bearer form (the “Definitive
Bonds”) in the circumstances set out in it. See “‘Summary of Provisions relating to the Bonds while in Global Form™.
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The date of this Offering Circular is 23 July 2001.



This Offering Circular comprises listing particulars given in compliance with the listing rules made
under Section 142 of the Financial Services Act 1986 by the UK Listing Authority (the “Listing Rules”’)
for the purpose of giving information with regard to the Issuer and the Issuer and its subsidiaries taken as
a whole (the “Group”), the RPI Bonds, the LP1 Bonds and the Fixed Rate Bonds. The Issuer accepts
responsibility for the information contained in this document. To the best of the knowledge and belief of
the Issuer (which has taken all reasonable care to ensure that such is the case), the information contained
in this document is in accordance with the facts and does not omit anything likely to affect the import of
such information. Any reference in this document to listing particulars means this document excluding all
information incorporated by reference. The Issuer has confirmed that any information incorporated by
reference, including any such information to which readers of this document are expressly referred, has
not been and does not need to be included in the listing particulars to satisfy the requirements of the
Financial Services Act 1986 or the Listing Rules. The Issuer believes that none -of the information
incorporated therein by reference conflicts in any material respect with the information included in the
listing particulars. ' '

This Offering Circular does not constitute an offer of, or an invitation by or on behalf of, the Issuer
or the Managers (as defined in “Subscription and Sale” below) to subscribe or purchase, any of the
Bonds. The distribution of this Offering Circular and the offering of the Bonds in certain jurisdictions
may be restricted by law. Persons into whose possession this Offering Circular comes are required by the
Issuer and the Managers to inform themselves about and to observe amy such restrictions. For a
description of certain further restrictions on offers and sales of Bonds and distribution of this Offering
Circular, see “Selling Restrictions” below.

No person is authorised to give any information or to make any representation not contained in this
Offering Circular and any information or representation not so contained must not be relied upon as
having been authorised by or on behalf of the Issuer or the Managers. The delivery of this Offering
Circular at any time does not imply that the information contained in it is correct as at any time
subsequent to its date.

The Bonds have not been and will not be registered under the U.S. Securities Act of 1933, as
amended (the “Securities Act”), and are subject to U.S. tax law requirements. Subject to certain
exceptions, Bonds may not be offered, sold or delivered within the United States or to U.S. persons.

Unless otherwise specified or the context requires, references to “pounds™, “pounds sterling”,
“sterling”, “£”, and *“p” are to the cmrrency of the United Kingdom and to “U.S.$” are to the currency of

- the United States of America.

In connection with the issue of each tranche of Bonds, The Royal Bank of Scotland plc may over-
allot or effect transactions which stabilise or maintain the market price of such Bonds at a level which
might not otherwise prevail. Such stabilising, if commenced, may be discontinuned at any time.
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RP1 BOND CONDITIONS

The following, subject to alteration and amendment and save foi the paragraphs in italics, dre the
terms and conditions of the RPI Bonds substantially in the form whzch will appear on the RPI Bonds in
definitive form: .

The issue of the £200,000,000 3.806 per cent. Retail Price Index-Lmked Bonds due 2020 (the
“Bonds”) was authorised pursuant to resolutions of the Board of Directors of The National Grid
Company plc (the “Issuer”) passed on 11 June 2001 and resolutions of a duly authorised committee of the
Board of Directors of the Issuer passed on 18 July 2001. The Bonds are constituted by the trust deed
dated 27 July 2001 (the “Trust Deed”) between the Issuer and The Law Debenture Trust Corporation
p-lc. (the “Trustee”, which expression shall include all persons for the time being the trustee or trustees
under the Trust Deed) as trustee for the holders of the Bonds (the “Bondholders”). The statements in
these Conditions include summaries of, and are subject to, the detailed provisions of the Trust Deed. The
Bondholders and the holders (the “Couponholders™) of the interest coupons relating to the Bonds (the
“Coupons”’) (whether or not attached to the Bonds) are entitled to the benefit of, are bound by, and are
deemed to have notice of, all the provisions of the Trust Deed and are deemed to have notice of those
provisions applicable to them of the paying agency agreement dated 27 July 2001 (the “Paying Agency
Agreement”) relating to the Bonds between the Issuer, the Trustee, Citibank, N.A. (the ‘‘Principal
Paying Agent”, which expression shall include any successor as principal paying agent under the Paying
Agency Agreement) and the paying agent referred to below (such person being referred to together with
the Principal Paying Agent as the “Paying Agents”, which expression shall include their successors as
paying agents under the Paying Agency Agreement), copies of each of which are available for inspection
during normal office hours at the registered office for the time being of the Trustee (being at the date
hereof at Fifth Floor, 100 Wood Street, London EC2V 7EX) and at the specified office of each of the
Paying Agents.

1 Form, Denomination and Title

The Bonds are serially numbered and in bearer form 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.

Title to the Bonds and the Coupons will pass by delivery. In these Conditions, ‘‘Bondholder” and
(in relation to a Bond or Coupon) “holder” mean the bearer of any Bond or Coupon, as the case may be.
The holder of any Bond or Coupon 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, any writing on it, or its theft or loss) and
no person will be liable for so treating the holder, and the Issuer, the Trustee and the Paying Agents shall
not be required to obtain any proof thereof or as to the identity of such holder.

The Bonds will be represented initially by a Temporary Global Bond. The Temporary Global Bond
will be issued on 27 July 2001 and will be held by a common depositary for Euroclear Bank S.A/N.V., as
operator of the Euroclear System (“Euroclear’’) and Clearstream Banking, société anonyme
(“Clearstream, Luxembourg”) for credit, against payment, to the accounts designated by the relevant
purchasers with Euroclear and Clearstream, Luxembourg. Interests in the Temporary Global Bond will be
exchangeable on or after a date which is expected 10 be 4 September 2001 for interests in a Permanent
Global Bond upon certification that the beneficial owners of the relevant Bonds are not (i) United States
persons or (ii) persons who have acquired such Bonds for resale 10 or for the account of any United States
person.

The Permanent Global Bond will be exchangeable for Definitive Bonds in bearer form in the
circumstances set out in it. See “Summary of Provisions relating 10 the Bonds while in Global Form”.

Definitive Bonds and Coupons will bear the following legend: ‘“Any United States person who holds
this obligation will be subject to limitations under the United States income tax laws, including the
limitations provided in Sections 165(j) and 1287(a) of the Internal Revenue Code”.

2 Status

The Bonds and the Coupons constitute direct, unconditional and unsecured obligations of the Issuer
and rank and will rank pari passu without any preference among themselves and (save for such exceptions
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as are from time to time applicable under the laws of England and Wales) at least equally with all other
present and future unsecured and unsubordinated obligations of the Issuer.

3  Definitions
“Base Index Figure” means (subject to Condition 8(a)(ii)) 172.1.

“Electricity Act” means the Electricity Act 1989 as amended or re-enacted from time to time and
a]l subordinate legislation made pursuant thereto.

“Electricity Transmission Licence” means the transmission licence, as subsequently amended
from time to time, originally granted by the Secretary of State for Energy to the Issuer under the
Electricity Act.

“Group” means the Issuer and its Subsidiaries and “member of the Group” shall be construed
accordingly.

“Index” or “Index Figure” means, subject as provided in Conditions 5(d) and 8, the United
Kingdom All Items RPI as published by the Office for National Statistics (January 1987 = 100) contained
in the Monthly Digest of Statistics (or contained in any official publication substituted therefor) or any
comparable index which may replace the Index for the purpose of calculating the amount payable on
repayment of the Reference Gilt.

Any reference to the Index Figure applicable to a particular month shall, subject as provided in
Condition 8, be construed as a reference to the Index Figure published in the Monthly Digest of Statistics
in the seventh month prior to that particular month and relating to the month before that of publication.

“Index Ratio” means the Index Figure applicable to any month divided by the Base Index Figure.

“Rated Securities” means (a) the Bonds or (b) such other comparable unsecured and
unsubordinated debt of the Issuer (or of any Subsidiary of the Issuer and which is guaranteed on an
unsecured and unsubordinated basis by the Issuer) having an initial maturity of five years or more
selected by the Issuer from time to time for the purpose of this definition with the approval of the Trustee
and which possesses an investment grade rating (BBB-/ Baa3, or their respective equivalents for the time
being, or better) by any Rating Agency (whether at the invitation of the Issuer or by its own volition).

“Rating Agency” means Standard and Poor’s Ratings Services, a division of The McGraw-Hill
Companies, Inc., or any of its Subsidiaries and their successors or Moody’s Investors Service, Inc. or any
of its Subsidiaries and their successors or any rating agency substituted for either of them (or any
permitted substitute of them) by the Issuer from time to time with the prior written approval of the
Trustee.

A “Rating Downgrading” shall, subject as provided in Condition 6(b), be deemed to have occurred
in respect of a Restructuring Event if the rating assigned to the Rated Securities by any Rating Agency
which is current immediately prior to the occurrence of the Restructuring Event (whether provided by a
Rating Agency at the invitation of the Issuer or by its own volition) is withdrawn or reduced from an
investment grade rating (BBB-/Baa3, or their respective equivalents for the time being, or better) to a
non-investment grade rating (BB+/ Bal, or their respective equivalents for the time being, or worse) or, if
the Rating Agency shall have already rated the Rated Securities below investment grade (as described
above), the rating is lowered one full rating category (from BB+/Bal to BB/Ba2 or such similar lowering).

“Reference Gilt” means the 2.50 per cent. Index-Linked Treasury Stock due 2020 for so long as
such stock is in issue, and thereafter such Sterling obligation of the United Kingdom Government listed
on the Official List maintained by the Financial Services Authority in its capacity as the UK Listing
Authority and traded on the London Stock Exchange’s market for listed securities whose duration most
closely matches that of the Bonds on the date which is two business days prior to the date specified for
redemption in any notice given by the Issuer as the Trustee may from time to time determine to be
appropriate on the advice of a gilt-edged market maker or other adviser selected by the Issuer and
approved by the Trustee or, in the event that the Issuer fails to appoint such person within a reasonable
period of time, such person as the Trustee in its sole discretion may determine to be the most appropriate
(an “Indexation Adviser”), and for which purpose duration is calculated on the basis of the formula set
out on page 119 of The Handbook of Fixed Income Securities Second Edition 1987, published by Dow
Jones-Irwin.

“Relevant Date’ in respect of any payment means the date on which the payment becomes due but,
if the full amount of the moneys payable has not been received by the Principal Paying Agent or by the
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Trustee on or prior to such due date, it means the date on which the full amount of such moneys has been
so received and notice to that effect has been given to the Bondholders in accordance with Condition 15.

“Restructuring Event” means the occurrence of any one or more of the following events:

(a) (i) the Secretary of State for Trade and Industry or any official succeeding to his functions gives the
Issuer written notice of revocation of the Electricity Transmission Licence in accordance with the
terms as to revocation set out in Schedule 2 of the Electricity Transmission Licence, such revocation
to become effective not later than 27 July 2020 or (ii) the Issuer agrees in writing with the Secretary
of State for Trade and Industry or any official succeeding to his functions to any revocation or
surrender of the Electricity Transmission Licence or (iii) any legislation (whether primary or
subordinate) is enacted terminating or revoking the Electricity Transmission Licence; or

(b) any modification is made to the terms and conditions of the Electricity Transmission Licence other
than such a modification which the Trustee, in its opinion, considers to be not materially prejudicial
to the interests of the Bondholders and has so confirmed in writing to the Issuer; or

(c) any legislation (whether primary or subordinate) is enacted removing, reducing or qualifying the
duties or powers of the Secretary of State for Trade and Industry or any official succeeding to his
functions and/or the Gas and Electricity Markets Authority under Section 3A of the Electricity Act
as compared with those in effect on 27 July 2001 other than such legislation which the Trustee, in its
opinion, considers to be not materially prejudicial to the interests of the Bondholders and has so
confirmed in writing to the Issuer.

“Restructuring Period’”” means

(a) if at the time at which the Restructuring Event occurs there are Rated Securities, the period of 90
days starting from and including the day on which a Restructuring Event occurs or such longer
period in which the Rated Securities are under consideration (announced publicly within such 90
day period) for rating review by a Rating Agency; or

(b) if at the time at which a Restructuring Event occurs there are no Rated Securities, the period
starting from and including the day on whch a Restructuring Event occurs and ending on the day 90
days following the date on which a Negative Certification (as defined in Condition 6(a}) shall have
been given to the Issuer in respect of that Restructuring Event.

“Subsidiary,” means a subsidiary within the meaning of Section 736 of the Companies Act 1985 and
“Subsidiaries” shall be construed accordingly.

4 Interest

The Bonds bear interest (calculated in accordance with the Actual/Actual ISMA Day Count
Convention) (adjusted for indexation in accordance with Condition 7) on their principal amount
outstanding from, and including, 27 July 2001 (the “Closing Date™) at the rate of 3.806 per cent. per
annum payable semi-annually in arrear on 27 January and 27 July in each year (each an “Interest
Payment Date”). Each Bond 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 at the aforesaid rate (both before and after judgment) until, but excluding, whichever is
the earlier of (i) the day on which all sums due in respect of such Bond up to that day are received by or
on behalf of the relevant holder and (ii) the seventh day after the Trustee or the Principal Paying Agent
has notified Bondholders in accordance with Condition 15 of receipt of all sums due in respect of all the
Bonds up to that day (except to the extent that there is a failure in the subsequent payment to the
relevant holders as provided in these Conditions). Where interest is to be calculated in respect of a period
which is shorter than an Interest Period it shall be calculated on the basis of the actual number of days in
the relevant period from (and including) the first day of such period to (but excluding) the last day of such
period, divided by the number of days in the Interest Period in which the relevant period falls (including
the first such day but excluding the last). The period beginning on the Closing Date and ending on the first
Interest Payment Date and each successive period beginning on an Interest Payment Date and ending on
the next succeeding Interest Payment Date is called an “Interest Period”.

5 Redemption and Purchase
(a) Final Redemption

Unless previously redeemed or purchased and cancelled, the Bonds will be redeemed at their
principal amount (adjusted for indexation in accordance with Condition 7) on 27 July 2020.
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(b) Redemption for Taxation Reasons

If, immediately prior to the giving of the notice referred to below, the Issuer satisfies the Trustee
that, as a result of any amendment to or change in the laws or regulations of the United Kingdom or of
any political subdivision thereof or any authority therein or thereof having power to tax or any change in
the official or generally accepted interpretation or application of such laws or regulations in each case
which becomes effective on or after the Closing Date, the Issuer has or will on the next Interest Payment
Date become obliged to pay any additional amounts in accordance with Condition 10 (and such
amendment or change has been evidenced by the delivery by the Issuer to the Trustee (who shall, in the
absence of manifest error, accept such certificate and opinion as sufficient evidence thereof) of (i) a
certificate signed by two directors of the Issuer on behalf of the Issuer stating that such amendment or
change has occurred (irrespective of whether such amendment or change is then effective) and describing
the facts leading thereto and stating that such obligation cannot be avoided by the Issuer taking
reasonable measures available to it and (ii) an opinion in a form satisfactory to the Trustee of
independent legal advisers of recognised standing to the effect that such amendment or change has
occurred (irrespective of whether such amendment or change is then effective)), the Issuer may (having
given not less than 30 and not more than 90 days’ notice to the Trustee and to the Bondholders in
accordance with Condition 15) redeem all, but not some only, of the Bonds at their principal amount,
together with interest accrued {each as adjusted for indexation as provided in Condition 7) up to, but
excluding, the date fixed for such redemption, provided that no such notice of redemption shall be given
earlier than 90 days prior to the earliest date on which the Issuer would be required to pay such additional
amounts were a payment in respect of the Bonds then due.

(¢) Redemption at the Option of the Issuer

If, at any time, the principal amount outstanding of the Bonds is 10 per cent. or less of the original
principal amount of the Bonds, the Issuer may (having given not less than 30 and not more than 90 days’
notice to the Trustee and to the Bondholders in accordance with Condition 15) redeem all, but not some
only, of the Bonds at their principal amount, together with interest accrued (in each case adjusted for
indexation as provided in Condition 7) up to, but excluding, the date fixed for such redemption.

(d) Redemption for Index Reasons

If either (i) the Index Figure for three consecutive months is required to be determined on the basis
of an Index Figure previously published as provided in Condition 8(b)(ii) and the Trustee has been
notified by the Principal Paying Agent that publication of the Index has ceased or (ii) notice is published
by Her Majesty’s Treasury, or on its behalf, following a change in relation to the Index, offering a right of
redemption to holders of the Reference Gilt, and (in either case) no amendment or substitution of the
Index shall have been advised by the Indexation Adviser (as defined above) to the Issuer and such
circumstances are continuing, having given not more than 60 nor less than 30 days’ notice to Bondholders
in accordance with Condition 15, the Issuer may redeem all, but not some only, of the Bonds at their
principal amount together with interest accrued up to and including the date of redemption (in each case
adjusted for indexation as provided in Condition 7), the Index Ratio for this purpose being that
applicable to the month in which redemption takes place.

(e) Purchase

The Issuer or any of its Subsidiaries may, subject to any relevant laws or regulations, at any time
purchase Bonds (with or without all unmatured Coupons relating thereto being surrendered therewith) at
any price in the open market or by private treaty. If purchases are made by tender, tenders must be
available to all Bondholders alike.

(f) Cancellation

All Bonds redeemed pursuant to any of the foregoing provisions will be cancelled forthwith
together with all unmatured Coupons attached thereto or surrendered therewith and may not be reissued
or resold. Any Bonds purchased pursuant to Condition 5(¢) or Condition 6 may, at the option of the
Issuer, be held or may be surrendered to a Paying Agent for cancellation, but may not be resold.

6  Redemption at the Option of the Bondholders
(a) Redemption following a Restructuring Event

If, at any time while any of the Bonds remains outstanding, a Restructuring Event occurs and,
within the Restructuring Period, either:



(b)

(c)

(d)

(i) if at the time at which the relevant Restructuring Event occurs there are Rated Securities, a
Rating Downgrading in respect of that Restructuring Event also occurs; or

(i) if at such time there are no Rated Securities, the Issuer is unable as a result of such
Restructuring Event to obtain a rating of the Bonds or of any other comparable unsecured and
unsubordinated debt of the Issuer (or of any Subsidiary of the Issuer and which is guaranteed
on an unsecured and unsubordinated basis by the Issuer) having an initial maturity of five
years or more from a Rating Agency of at least investment grade (BBB-/Baa3, or their
respective equivalents for the time being) (a “Negative Rating Event”), which rating the
Issuer shall use all reasonable endeavours to obtain, :

and in any such case such Restructuring Event is certified in writing by an independent financial
adviser appointed by the Issuer and approved by the Trustee (or, if the Issuer shall not have
appointed such an adviser within 21 days after becoming aware of the occurrence -of such
Restructuring Event, appointed by the Trustee (following consultation with the Issuer)) as being in
its opinion materially prejudicial to the interests of the Bondholders (a “Negative Certification™)
(that Restructuring Event and the relevant Rating Downgrading or, as the case may be, Negative
Rating Event and, in each case, the Negative Certification together constituting a ‘“Put Event”),
then (unless at any time the Issuer shall have given a notice under Condition 5(b)) or 5(c) or 5(d))
the holder of each Bond will have the right, upon the giving of a Put Event Notice (as defined
below), to require the Issuer to redeem or, at the option of the Issuer, purchase (or procure the
purchase of) that Bond on the Put Date (as defined below) at its principal amount together with
interest (if any) accrued up to, but excluding, the Put Date (in each case adjusted for indexation as
provided in Condition 7). Any certification by an independent financial adviser as aforesaid as to
whether or not, in its opinion, any Restructuring Event is materially prejudicial to the interests of
the Bondholders shall, in the absence of manifest error, be conclusive and binding upon the Issuer,
the Trustee, the Bondholders and the Couponholders.

Rating Downgrading or Negative Rating Event

A Rating Downgrading or a Negative Rating Event shall be deemed not to have occurred in respect
of or as a result of a Restructuring Event if the Rating Agency making the relevant reduction in
rating or declining to assign a rating of at least investment grade as provided in these Conditions
does not announce or publicly confirm or otherwise inform the Trustee that the reduction or
declining was the result, in whole or in part, of any event or circumstance comprised in or arising as
a result of the applicable Restructuring Event.

Put Event Notice

Promptly upon the Issuer becoming aware that a Put Event has occurred, and in any event not later
than 14 days after the occurrence of a Put Event, the Issuer shall, and at any time upon the Trustee
becoming similarly so aware the Trustee may, and if so requested by the holders of at least one-
quarter in principal amount of the Bonds then outstanding shall, give notice (a ‘“‘Put Event Notice”)
to the Bondholders in accordance with Condition 15 specifying the nature of the Put Event and the
procedure for exercising the right described herein.

Procedure

To exercise the right to require redemption or, as the case may be, purchase by the Issuer or by a
purchaser procured by it of a Bond under this Condition, the Bondholder must deliver such Bond
on any business day (as defined in Condition 9) falling within the period (the “Put Period”) of
45 days after the date of a Put Event Notice at the specified office of any Paying Agent,
accompanied by a duly completed and signed notice of exercise in the form (for the time being
current) obtainable from any specified office of any Paying Agent (2 “‘Put Notice™) and in which the
holder may specify a bank account with a bank in London to which payment is to be made under
this Condition. The Paying Agent to which such Bond and Put Notice are delivered shall issue to the
Bondholder concerned a non-transferable receipt in respect of the Bond so delivered. Payment in
respect of any Bond so delivered shall be made, if the holder duly specified a bank account in the
Put Notice to which payment is to be made, on the day (the ‘‘Put Date”) being the fourteenth day
after the date of expiry of the Put Period by transfer to that bank account and in every other case on
or after the Put Date against presentation and surrender or (as the case may be) endorsement of
such receipt at any specified office of any Paying Agent. A Put Notice, once delivered, shall be
irrevocable and the Issuer shall redeem or, as the case may be, purchase (or procure the purchase
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(e)

7

of) all Bonds delivered on the applicable Put Date. For the purposes of the Terms and Conditions
and the Trust Deed, receipts issued pursuant to this Condition shall be treated as if they were
Bonds.

Trustee

The Trust Deed provides that the Trustee will not be bound to take any steps to ascertain whether a
Restructuring Event or a Put Event or any event which could lead to the occurrence of or, together
with other events, constitute a Restructuring Event or a Put Event has occurred and that, until it
shall have express notice to the contrary, the Trustee will be entitled to assume that no
Restructuring Event or Put Event and no such other event has occurred.

Indexation
Each payment of principal and interest in respect of the Bonds shall be the amount provided in or

determined in accordance with the foregoing Conditions, multiplied by the Index Ratio applicable to the
month in which such payment falls to be made and rounded to four decimal places (0.00005 being
rounded upwards).

8

Changes in circumstances affecting the Index
(a) Change in base

If at any time and from time to time the Index shall be changed by the substitution of a new
base therefor, then with effect from the calendar month from and including that in which such
substitution takes effect:

(i) the definition of Index and Index Figure in Condition 3 shall be deemed to refer to
the new date or month in substitution for January 1987 (or, as the case may be, to
such other date or month as may have been substituted therefor); and

(ii) the new Base Index Figure shall be the product of the existing Base Index Figure
(being at the Closing Date 172.1) and the Index Figure immediately following such
substitution, divided by the Index Figure immediately prior to such substitution.

(b) Delay in publication of Index

If and other than in circumstances which then appear to fall within Condition 8(c), the Index
Figure which is normally published in the Monthly Digest of Statistics in the seventh month
and which relates to the eighth month (the “relevant month’’) before the month in which a
payment is due to be made in respect of the Bonds is not published on or before the fourteenth
business day before the date (the ‘“date for payment”) on which such payment is due, the
Index Figure applicable to the month in which the date of payment falls shali be:

(i) such substitute index figure (if any) as the Trustee considers to have been published by
the Bank of England for the purposes of indexation of payments on the Reference Gilt
or, failing such publication, on any one or more issues of index-linked Treasury Stock
selected by an Indexation Adviser; or

(ii) if a determination of the Index Figure is not determined pursuant to Condition 8(b)(i),
the Index Figure last published (or, if later, the substitute index figure last determined
pursuant to Condition 8(b)(i}) before the date for payment.

Where the above provisions of this Condition 8(b) apply, any determination as to the Index
Figure applicable to the month in which the date for payment falls made in accordance with
such provisions and any selection by an Indexation Adviser pursuant to Condition 8(b)(i) shall
be conclusive and binding on the Issuer, the Trustee, the Bondholders and the Couponholders.
If, an Index Figure having been determined pursuant to Condition 8(b)(i) and applied to the
month in which the date of payment falls, the Index Figure relating to the relevant month is
subsequently published while a Bond is still outstanding, then:

(i) inrelation to a payment of interest in respect of such Bond other than upon redemption
of such Bond the interest next payable after the date of such subsequent publication shall
be increased or reduced by an amount equal to (respectively) the shortfall or excess of
the amount of the relevant payment made on the basis of the Index Figure applicable by
virtue of Condition 8(b)(ii), below or above the amount of the relevant payment that
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(a)

(b)

would have been due if the Index Figure subsequently pubhshed had been pubhshed on
or before the fourteenth business day before the date for payment; and

(ii) in relation to a payment of principal or interest upon redemptlon of such Bond no
subsequent adjustment to amounts paid will be made. :

(c) Cessanon of or fundamental changes to the Index

(i) If the Trustee has been notified by the Principal Paying Agent that (a) the Index has
ceased to be published or (b) any change is made to the coverage or the basic calculation
of the Index which constitutes a fundamental change which would, in the opinion of the
Trustee acting solely on the advice of an Indexation Adviser, be materially prejudicial to
the interests of the Bondholders, the Trustee will give written notice of such occurrence
to the Issuer, and the Issuer and the Trustee together shall seek to agree for the purpose
of the Bonds one or more adjustments to the Index or a substitute index (with or without
adjustments) with the intention that the same should leave the Issuer and the
Bondholders in no better and no worse a position than they would have been had the -
Index not ceased to be published or the relevant fundamental change not been made.

(ii) If the Issuer and the Trustee fail to reach agreement as mentioned above within 20
business days following the giving of notice as mentioned in paragraph (c)(i)(a), a bank
or other person.in London shall be appointed by the Issuer with the approval of the

~ Trustee, or, failing agreement on and the making of such appointment within 20 business
days following the expiry of the 20 business day period referred to above, by the Trustee
(in each case, such bank or other person so appointed being referred to as the *““Expert”),
to determine for the purpose of the Bonds one or more adjustments to the Index or a
substitute index (with or without adjustments) with the intention that the same should
leave the Issuer and the Bondholders in no better and no worse a position than they
would have been had the Index not ceased to be published or the relevant fundamental
change not been made. Any Expert so appointed shall act as an expert and not as an
arbitrator and all fees, costs and expenses of the Expert and of any Indexation Adviser
and of the Issuer and the Trustee in connection with such appointment shall be borne by
the Issuer. In this Condition 8 business day means any day on which commercial banks
and foreign exchange markets are open for business in London.

(iii) The Index shall be adjusted or replaced by a substitute index as agreed by the Issuer and
the Trustee or as determined by the Expert pursuant to the foregoing paragraphs, as the
case may be, and references in these Conditions to the Index and to any Index Figure
shall be deemed amended in such manner as the Issuer and the Trustee agree. Such
amendments shall be effective from the date of such notification and shall be binding
upon the Issuer, the Trustee, the Bondholders and the Couponholders, and the Issuer
shall give notice to the Bondholders in accordance with Condition 15 of such
amendments as promptly as practicable following such notification.

Payments
Principal and Interest in Respect of the Bonds

Payments of principal and interest in respect of the Bonds will be made against presentation and
surrender (or, in the case of a partial payment, endorsement) of Bonds or (as the case may be) the
appropriate Coupons save that if the due date for redemption of a Bond is not an Interest Payment
Date, accrued interest will be paid against presentation of the relevant Bond at the specified office
of any Paying Agent by sterling cheque drawn on, or by transfer to a sterling account maintained by
the payee with, a bank in London. Payments of interest due in respect of any Bond other than on
presentation and surrender of matured Coupons shall be made only against presentation and either
surrender or endorsement (as appropriate) of the relevant Bond.

Payment Subject to Fiscal Laws

All payments are subject in all cases to any applicable fiscal or other laws and regulations, but
without prejudice to the provisions of Condition 10. No commissions or expenses shall be charged to
the Bondholders or Couponholders in respect of such payments.
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(c) Payments on Business Days

(a)

(¢)

10

If the due date for payment of any amount on any Bond or Coupon is not a business day (as defined
below), then the holder thereof will not be entitled to payment of such amount until the next
following business day and will not be entitled to any further interest or other payment in respect of
such postponement. In these Conditions, “business day’’ means any day on which banks are open
for business in London and in the place of the specified office of the Paying Agent at which the
Bond or Coupon is presented for payment.

Paying Agents

The initial Principal Paying Agent is Citibank, N.A. and the other initial Paying Agent and their
respective initial specified offices are set out at the end of these Conditions. The Issuer may at any
time (subject to the prior approval of the Trustee) vary or terminate the appointment of any Paying
Agent and appoint additional or other Paying Agents, provided that it will at all times maintain (i) a
Principal Paying Agent, (ii) Paying Agents having specified offices in at least two major European
cities approved by the Trustee (including London, so long as the Notes are listed on the Official List
of the UK Listing Authority and admitted to trading on the London Stock Exchange’s market for
listed securities) and (iii) a Paying Agent with a specified office in a European Union member state
that will not be obliged to withhold or deduct tax pursuant to any European Union Directive on
the taxation of savings implementing the conclusions of the ECOFIN Council meeting of
26-27 November 2000 or any law implementing or complying with, or introduced in order to
conform to such Directive. Notice of any such termination or appointment and of any change in the
specified office through which any Paying Agent acts will be given in accordance with Condition 15.

Surrender of Unmatured Coupons

Each Bond should be presented for redemption (including exercise of the Bondholders’ option
pursuant to Condition 6) together with all relative unmatured Coupons (being Coupons which
would otherwise fall due for payment after the relevant due date for redemption or, as the case may
be, the Put Date) failing which, all unmatured Coupons shall become void.

Taxation
All payments by or on behalf of the Issuer in respect of the Bonds shall be made without deduction

or withholding for, or on account of, any present or future taxes, duties, assessments or governmental
charges of whatever nature imposed or levied by or on behalf of the United Kingdom or any political
subdivision or authority thereof or therein having power to tax, unless such deduction or withholding is
required by law. In such event the Issuer shall pay such additional amounts as may be necessary in order
that the net amounts received by the holders of Bonds or Coupons after such deduction or withholding
shall equal the amounts which would have been receivable by them had no such deduction or withholding
been required, except that no additional amounts shall be payable in respect of any Bond or Coupon
presented for payment:

(a)

(b)

(c)

(d)

(e)

by or on behalf of a holder who is liable to such taxes, duties, assessments or governmental charges
in respect of such Bond or Coupon by reason of his being connected with the United Kingdom
otherwise than merely by the holding of the Bond or Coupon; or

by or on behalf of a holder who would not be liable or subject to deduction or withholding by
making a declaration of beneficial ownership of the Bond or Coupon and of non-residence or other
similar claim for exemption to the relevant tax authority or to any relevant person; or

more than 30 days after the Relevant Date except to the extent that the holder thereof would have
been entitled to such additional amounts on presenting the same for payment on the last day of such
period of 30 days on the assumption, if such is not the case, that such last day was a business day; or

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

by or on behalf of a Bondholder or a Couponholder who would have been able to avoid such
withholding or deduction by presenting the relevant Bond or Coupon to another Paying Agent in a
Member State of the European Union.
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Any reference herein to the principal of and/or interest on the Bonds shall be deemed to include
any additional amounts which may be payable under this Condition or under any obligations undertaken
in addition hereto or in substitution herefor pursuant to the Trust Deed.

11  Prescription

Claims in respect of principal and interest shall be prescribed unless presentation for payment is
made as required by Condition 9 within a period of 12 years in the case of principal and six years in the
case of interest from the appropriate Relevant Date.

12 Events of Default

The Trustee at its discretion may, and if so requested in writing by the holders of at least one-
quarter in principal amount of the Bonds then outstanding or if so directed by an Extraordinary
Resolution (as defined in the Trust Deed) of the Bondholders shall, subject in each case to its being
indemnified to its satisfaction, (but, in the case of the happening of any of the events mentioned in sub-
paragraphs (e) to (g) inclusive, other than default in the performance or observance of any of the
provisions of Conditions 5, 6 and 9 or the appointment of an administrative or other receiver of the whole
of the undertaking or assets of the Issuer, only if the Trustee shall have certified in writing to the Issuer
that such event is, in its opinion, materially prejudicial to the interests of the Bondholders) give notice to
the Issuer that the Bonds are, and they shall accordingly thereby become, immediately due and repayable
at their principal amount, together with accrued interest (in each case adjusted for indexation in
accordance with Condition 7), the Index Ratio for such purpose being that applicable to the month in
which the Bonds become due and repayable takes place (as provided in the Trust Deed), if any of the
following events shall occur:

(a) if default is made in the payment of any principal or interest in respect of the Bonds or any of them
and such default continues for 15 days or more; or

(b) if an order is made or an effective resolution passed for the winding-up of, or an administration
order is made in relation to, the Issuer (except for the purposes of a reconstruction or amalgamation
upon terms and within such a period as may previously have been approved in writing by the
Trustee); or

(c) if the Issuer stops or threatens to stop payment {except for the purposes of a reconstruction or
amalgamation upon terms and within such a period as may previously have been approved in
writing by the Trustee); or

(d) if (i) any other present or future Relevent Indebtedness of the Issuer becomes due and payable prior to
its stated maturity by reason of any actual event of default, or (ii) any such Relevant Indebtedness is
not paid when due or, as the case may be, within any applicable grace period, provided that the aggregate
amount of the Relevant Indebtedness in respect of which one or more of the events mentioned
above in this paragraph (d) have occurred equals or exceeds £40,000,000.

For the purposes of this Condition, “Relevant Indebtedness” means any present or future
indebtedness in the form of, or represented by, bonds, notes, debentures, loan stock or other
securities which are for the time being, or are capable of being, quoted, listed or ordinarily dealt in
on any stock exchange.

(e) if an encumbrancer takes possession or an administrative or other receiver is appointed of the whole
or any part which in the opinion of the Trustee is material of the undertaking or assets of the Issuer
or if a distress, execution or any similar proceeding is levied or enforced upon or sued out against, in
the opinion of the Trustee, a substantial part of the chattels or property of the Issuer and in any such
case is not removed, paid out or discharged within 21 days (or such longer period as the Trustee may
approve); or

(f) if the Issuer is unable to pay its debts as they fall due or has any voluntary arrangement proposed in
relation to it under Section 1 of the Insolvency Act 1986 or enters into any scheme of arrangement
with its creditors (other than for the purpose of reconstruction or amalgamation upon terms and
within such a period as may previously have been approved in writing by the Trustee); or

(g) if default is made by the Issuer in the performance or observance of any obligation, covenant,
condition or provision binding on it under the Bonds or the Trust Deed (other than any obligation
for the payment of any principal or interest in respect of the Bonds) and, except where, in the
opinion of the Trustee, such default is not capable of remedy (in which case the Bonds will become
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due and repayable subject to, and immediately upon, the Trustee certifying and giving notice as
aforesaid), such default continues for 45 days (or such longer period as the Trustee may approve)
after written notice by the Trustee to the Issuer specifying such default and requiring the same to be
remedied.

13 Enforcement

At any time after the Bonds become due and payable, the Trustee may, at its discretion and without
further notice, institute such proceedings against the Issuer as it may think fit to enforce the provisions of
the Trust Deed, the Bonds and the Coupons, but it shall not be bound to take any such proceedings unless
(i) it shall have been so directed by an Extraordinary Resolution or so requested in writing by
Bondholders holding at least one-quarter in principal amount of the Bonds then outstanding and (ii) it
shall have been indemnified to its satisfaction. No Bondholder or Couponholder may proceed directly
against the Issuer unless the Trustee, having become bound so to proceed, fails to do so within a
reasonable period and such failure shall be continuing.

14 Replacement of Bonds and Coupons

If any Bond or Coupon is lost, stolen, mutilated, defaced or destroyed it may be replaced at the
specified office of the Paying Agent in London, subject to all applicable laws and the requirements of any
applicable stock exchange or other relevant authority, upon payment by the claimant of the expenses
incurred in connection with such replacement and on such terms as to evidence and indemnity as the
Issuer may reasonably require. Mutilated or defaced Bonds or Coupons must be surrendered before
replacements will be issued.

15 Notices

Notices to holders of Bonds will be valid if published in an English language leading daily
newspaper having general circulation in the United Kingdom (which is expected to be the Financial
Times) or, if in the opinion of the Trustee such publication is not practicable, in another English language
leading daily newspaper having general circulation in Europe. Any such notice shall be deemed to have
been given on the date of such publication or, if published more than once, on the first date on which
publication is made. Couponholders will be deemed for all purposes to have notice of the contents of any
notice given to Bondholders in accordance with this Condition.

16  Transfer of Electricity Transmission Licence

The Issuer has covenanted in the Trust Deed that it will not transfer or consent to the transfer of its
rights as holder of the Electricity Transmission Licence to any other person unless (i) that other person
guarantees all amounts payable under the Bonds, the Coupons and the Trust Deed or a trust deed is
executed or some other form of undertaking is given by such other person in form and manner
satisfactory to the Trustee agreeing to be bound by the Bonds, the Coupons and the Trust Deed; (ii)
consequential amendments are made to Conditions 6 and 12 so that the events referred to therein are
applicable to such other person as well as, in the case of Condition 12, to the Issuer; and (iii) the Trustee is
satisfied that the interests of the Bondholders will not be materially prejudiced thereby.

17  Meetings of Bondholders, Modification, Waiver, Redenomination and Substitution

The Trust Deed contains provisions for convening meetings of Bondholders to consider matters
affecting their interests, including the modification of any of these Conditions or any provisions of the
Trust Deed. Any such modification may be made if sanctioned by an Extraordinary Resolution. The
quorum for any meeting convened to consider an Extraordinary Resolution will be one or more persons
present holding or representing a clear majority in principal amount of the Bonds for the time being
outstanding or, at any adjourned meeting, one or more persons present being or representing
Bondholders whatever the principal amount of the Bonds held or represented, unless the business of such
meeting includes consideration of proposals, inter alia, (i) to postpone the dates for payment of principal
on the Bonds or the dates on which interest is payable in respect of Bonds, (ii) to reduce or cancel the
principal amount of, or interest on, the Bonds or to alter the method of calculating the amount of any
payment in respect of the Bonds, (iii) to change the currency of payment of the Bonds or the Coupons
(except where the Trustee is exercising its power to facilitate payment in Euro as set out in the paragraph
below) or (iv) to modify the provisions concerning the quorum required at any meeting of Bondholders
or the majority required to pass an Extraordinary Resolution, in which case the necessary quorum will be
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