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THIS AGREEMENT is effective as of 13 October 2008 among:

(1)

(2)

(3

(4)

THE ROYAL BANK OF SCOTLAND GROUP PLC, a company incorporated in
Scotland with registered number 45551 and whose registered office is at 38 St Andrew
Square, Edinburgh EA2 2YB (the "Company");

UBS LIMITED, a company incorporated in England and Wales with registered number
2035362 whose registered office is at 1 Finsbury Avenue, London EC2M 2PP ("UBS");

MERRILL LYNCH INTERNATIONAL, a company incorporated in England and Wales
with registered number 02312079 and whose registered office is at Merrill Lynch
Financial Centre, 2 King Edward Street, London EC1A 1RQ *Merrlll Lynch™); and

THE COMMISSIONERS OF HER MAJESTY'S TREASURY of 1 Horse Guards Road,
London SW1A 2HGQ ("HM Treasury”).

WHEREAS:

(A)

(8)

(€)

D)

(E)

(F}

The Company preposes fo invite Qualifying Shareholders to apply to acquire New
Shares at the Issue Price by way of an open offer and on the terms and subject (o the
conditions to be set out in the Circular, the Prospectus and (in the case of Qualifying
Non-CREST Shareholders only) the Application Form.

Each of UBS and Memill Lynch is willing (severally and nof jointly or jointly and
severally), on the terms and subject to the conditions sef cut in this Agreement, to use
reasonable endeavours to procure Placees to acquire the New Shares on such ferms
and conditions as may be agreed by the Company and HM Treasury, including the
Treasury Solicitor, and at a price not lower than the Issue Price on the basis that the
New Shares shall be subject to clawback to the extent they are {aken up under the
COpen Offer.

To the extent not placed or taken up under the Open Offer and subject {o the provisions
of this Agreement, HM Treasury is willing to acguire (or procure that its nominee
acquires) such New Shares itself.

The Company proposes, subject, inter alia, 10 the passing of the Rescelutions, to allot
and issue the New Shares to such persons as UBS and/or Merrill Lynch may (with the
consent of HM Treasury) direct, or, failing which, to HM Treasury (or its nominee) as
Placea. The consideration for the allotment and issue of the New Shares to Qualifying
Shareholders and/or Placees, and/or to HM Treasury or its nominee (as the case may
be) will be the transfer of the Consideration Shares by one of the Joint Sponscrs or a
third party (in its capacity as a subscriber for the Consideration Shares) {0 the Company.

The Company has agreed to appoint the Joint Sponsors to act as joint sponsors in
connection with the applications for Admission and the publication of the Circular and as

joint bookrunners and placing agents in connection with the Placing.

Application will be made to the FSA and the London Stock Exchange for the admission
of the New Shares and the Preference Shares to the Official List and to trading on the

204341110404 CEDB2870002 PIRD 041108:1538




London Stock Exchange's market for listed securities and, in the case of the New
Shares, to the regulated market of Euronext.

NOW THEREFORE IT IS AGREED as follows:

1. INTERPRETATICN
1.1 In this Agreement (including the Recitals):
"ABN Amro" means ABN Amio Holding N.V,;

"ABN Amro Accounts”

"Acceptance"

"Accepted Shares”

"Accounts”

"Accounts Date"

"Admission"

means the audited consolidated accounts of ABN
Amro and its subsidiary undertakings for the three
years ended 31 December 2005, 2006 and 2007
{including, without limitation, the related directors’
and auditors’ reports, the consolidated income
statement, the consolidated balance sheet, the
congolidated cashflow statement, the consolidated
statement of changes in equity and all related
notes);

means application and payment validly made (or,
where the context so requires, treated as validly
made] in accordance with the procedures to be set
out in the Prospectus and (where appropriate) the
Application Form (including, for the avoidance of
doubt, any such application and payment validly
made in respect of New Shares in addition to
Qualifying Shareholders’ pre-emptive
entiflements);

has the meaning given in clause 5. 1(A);

means the audited consolidated accounts of the
Group for the three years ended 31 Decemnber
2005, 2006 and 2007 (including, without limitation,
the related directors’ and auditors’ reports, the
consolidated income statement, the consolidated
balance sheet, the consolidated cashflow
statement, the consolidated statement of
recognised income and expense and all related
notes),

means 31 December 2007,

means the admission of the New Shares to the
Official List becoming effective in accordance with
paragraph 3.2.7G of the Listing Rules and
admission to trading on the London Stock
Exchange’'s marketl for listed securities becoming
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"Admission and Disclosure
Standards"

"Adverse Interest”

"Affiliate™

"Application Form"

"Auditors"

"Board"

"Business Day"

"CA 1985"
"CA 2006"

"Capital Resources
Requirement™

"Circular”

effective in accordance with paragraph 2.1 of the
Admission and Disclosure Standards and
admission of the New Shares to listing and trading
on the regulated market of Euronext becoming
effective in accordance with the Euronext Rule
Books;

means the Admission and Disclosure Standards of
the London Stock Exchange, as amended from
fime to time;

means any option, lien, mortgage, charge, equity,
trust, any other right or interest of any third party
and any other encumbrance of any kind;

means, unless otherwise specified herein,
“affiliate” as defined in Rule 405 under the
Securities Act or, as the context may require, Rule
501(b) under Regulation D of the Securities Act;

means the application form, in a form acceptable
to HM Treasury and to the Joint Sponsors, acting
reasonably, fo be despatched to Qualifying Non-
CREST Shareholders for use in connection with

the Open Offer;

means Deloitte & Touche LLP;

means the Board of Directors of the Company or a
duly authorised committee thereof;

means any day (other than a Saturday or Sunday)
on which clearing banks are open for a full range
of banking transactions in London;

means the Companies Act 1985,
means the Companies Act 2008;

has the meaning given in the FSA Rules;

means the circular, in a form acceptable to HM
Treasury and to the Joint Sponsors, fo be sent o
the Qualifying Shareholders (other than the
Prohibited Shareholders and US Shareholders)
giving details of the Placing and Open Offer and
containing notice of the GM;
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*Claims”

"Closing Date"

“Companies Acts"

"Consideration Shares”

"CREST"

"Dealing Day"

"Directors”

"DTRs"

"EEA"

"Effective Dats"

"Enablement Letter”

“Engagement Letters"”

means any and all claims, adtions, liabilities,
demands, proceedings, investigations, judgments
or awards whatsoever (and in each case whether
or not successful, compromised or setiled and
whether joint or several) threatensd, asserted,
established or instituted against any Indemnified
Person and “Claim" shall be consirued
accordingly;

means the last date for Acceptance under the
terms of the Open Offer;

means the CA 1985 and/or the CA 2006 as the
context requires,

means the JerseyCo Ordinary Shares and the
JerseyCo Preference Shares,

means the relevant system (as defined in the
Regulations) in respect of which Euroclear is the
Operator (as defined in the Regulations);

means a day on which dealings in securifies may
take place on and with the authority of the London
Stock Exchange and Euronext;

means the directors of the Company from time to
time;

means the Disclosure and Transparency Rules, as
amended from time to time, made by the FSA
pursuant to Pari V| of FSMA,

means the European Economic Area:
means 13 Ociober 2008;

means a leter, in a form acceptable to HM
Treasury and to the Joint Sponsors, acting
reasonably, from the Company to Euroclear
confirming that the conditions for admission of the
New Shares and the Preference Shares to CREST
are satisfied,

means the engagement letters between the
Company and each of the Joint Sponsors dated
the Effective Date and relating to the Placing and
Open Offer;
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"Euroclear"

“Euroclear Nederland”

"Euronext”

“Eurcnext Rule Books™

"Exchange Act"

"FCPA"

“"Formn of Proxy"

"FSA"

“FSA Rules”

"FSMA™

"G Mll

"GM Date"

“Group”

means Euroclear UK & Ireland Limited;

means Nederands Centraal Instituut voor Giraal
Effectenverkeer B.V., the Dutch depositary and
settlement institute;

means Euronext Amsterdam NV;

means the rule books of Europext from time to
time;

means the United States Securities Exchange Act
of 1934;

means the US Foreign Corrupt Practices Act of
1977 including the rules and regulations
thereunder;

means the form of proxy, in a form acceptable to
HM Treasury and to the Joint Sponsors, acting
reasonably, to be sent to Qualifying Shareholders
{other than Prohibited Shareholders and US
Shareholders) in connection with the GM;

means the Financial Services Authority acting in
its capacity as the competent authority for the
purposes of Part VI of the FSMA;

means the rules, as amended from time to time,
made by the FSA under the FSMA,

means the Financial Services and Markets Act
2000, including any regulations made pursuant
thereto;

means the general meeting of the Company to be
convened at which the Resolutions are o be
proposed, or any adjournment of it;

means the date on which the GM is held, being no
later than 27 November 2008, or such later date
as the Company, HM Treasury and the Joint
Sponsors may agree,

means the Company and its subsidiary
undertakings from time to time and "Group
Company” means any of them (and, for ihe
avoidance of doubt, references in this Agreement
to the “Group”, “Group Companies” and *members
of the Group” include, without limitation ABN Amro
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"MMT indemnified Persons”

“IFRS"

"Indemnified Persons™

"Intellectual Property Rights"

“Interim Accounts"”

"Investment Company Act”

and each of its subsidiary undertakings);
means:

(@) The Commissioners of Her Majesty’s
Treasury;,

(b) the Treasury;
{¢c) the Treasury Solicitor;

(d) any entity to which HM Treasury novates its
rights and obligations under this Agreement
pursuant to clause 17; and

(e) any person who is, on or at any time after the
date of this agreement, a director, officer,
official, agent or employee of or under any
person specified in paragraph (a), (b}, (c) or
(d) above,

and “HMT Indemnified Person” shall be
construed accordingly;

means International Financial Reporting Standards
as adopted by the European Union;

means each and any HMT Indemnified Person,
each and any UBS Indermnified Person and each
and any Merrill Lynch Indemnified Person and
“Indemnified Person” shall be construed
accordingly;

means patents, trade marks, service marks, logos,
get-up, trade names, rights in designs, copyright
(including rights in computer software), internet
domain names, moral rights, utility models, rights
in know how, rights in databases and other
intellectual property rights, in ¢ach case whether
registered or unragistered and including
applications for the grant of any such nights and all
rights or forms of protection having equivalent or
similar effect anywhere in the world,;

means the unaudited consolidated financial
information for the Group in respect of the six
menth period ended 30 June 2008;

means the United States Investment Company Act
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"Issue Documents™

"lssue Price"

"JerseyCo"

"JerseyCo Ordinary Shares"

“JerseyCo Preference Shares”

"Joint Sponsors”

"Listing Rules"

"London Stock Exchange”

"Losses"

of 1940;

means the Press Announcement, the Application
Form, the Circular, the Form of Proxy, the
Prospectus, any Supplementary Prospectus, the
Preference Prospectus, any Supplementary
Preference Prospecius, the Presentation, all
documentation published or issued in connection
with the Preference Share Subscription, any
interim management statement published after the
Effective Date and before Admission and any
other document published or issued after the
Effective Date by or on behalf of the Company in
connection with the Placing, the Qpen Offer or the
Preference Share Subscription;

means the price of 685.5 pence per New Share;

means a company o be incorperated in Jersey in
cennection with the Placing;

means the ordinary shares in the capital of
JerseyCo to be issued to one of the Joint
Sponsors under the terms of the Option
Agreement;

means the redeemable preference shares in the
capital of JerseyCo to be issued to one of the Joint
Sponsors or a third party, in each case under the
terms of the Subscription and Transfer Agreement;

means UBS and Merrill Lynch;

means the Listing Rules made by the FSA
pursuant to section 73A of the FSMA, as amended
from time to time;

means London Stock Exchange plc;

means any and all loss, damage, cost, liability,
demand, charge or expense (including legal fees),
in each case whether joint or several, which any
Indemnified Person may suffer or incur (including,
but not limited to, all Losses suffered or incurred in
investigating, preparing for or disputing or
defending or settling any Claim and/or in
establishing its right to be indemnified pursuant to
clause 11 and/or in seeking advice regarding any
Claim or in any way related fo or in connection
with the indemnity contained in clause 11) and
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"Material Adverse Effect”

"Material Subsidiaries™

"Merrili Lynch Indemnified
Persons”

"New Shares"

"NFSA"

“Loss” shall be construed accordingly;

means an event has occurred or is reasonably
likely to accur which has resulted in or may result
in a material adverse change in or affecting the
condition (financial, operational, legal or
otherwise), profitability, prospects, solvency,
business affairs or operations of the Group, taken
as a whole, whether or not arising in the crdinary
course of business;

means The Royal Bank of Scotland plc, National
Westminster Bank plc, Ulster Bank Limited,
Citizens Financial Group, Inc., Greenwich Capital
Markets, Inc., RBS Insurance Group Limited and
ABN Amro Bank N.V.;

means:

(2) Merill Lynch and any subsidiary, branch or
affiliate of Merrill Lynch;

(b} a person who is, on or af any time after the
date of this Agreement, a director, officer,
partner or employee of an undertaking
specified in paragraph (a) above; and

(c} Merrill Lynch, their selling agents and each
person, if any, who controls Merrill Lynch
within the meaning of Section 15 of the
Securities Act or Section 20 of the Exchange
Act and Merrill Lynch's respective affiliates,
subsidiaries, branches, affiliates, associates
and holding companies and the subsidiaries
of such subsidiaries, branches, affiliates,
associates and holding companies and each
of such person’s respective directors, officers
and employees,

and “Merrill Lyneh Indemnified Person” shall be
censtrued accordingly;

means the 22,909,776,276 new Ordinary Shares
which are to be allotted and issued pursuant to the
Placing and the Open Offer;

means the Netherlands Financial Supervision Act
{Wet Op Het Financiee! Toszicht),
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"Non-Accepted Shares™
"Notifying Sponsor"

"OECD Convention”

"Official List"

"Open Offer"

"Open Offer Acceptors™

"Open Offer Documents”

"Open Offer Entitlement™

"Option Agreemen{”

"Ordinary Shareholders”

"QOrdlnary Shares™

"Overall Financial Resources
Rule”

"Panel"

has the meaning given in clause 6.1(B);
has the meaning given in clause 13.4;

means the OECD Convention on Combating
Bribery of Foreign Public Officials in International
Business Transactions;

means the Official List maintained by the FSAinits
capacity as UK Listing Authority;

rmeans the conditional invitation by the Company
to Qualifying Shareholders to apply to acquire
New Shares on the basis to be referred o in the
Circular, the Prospectus and (for Qualifying Non-
CREST Sharehoiders only) the Application Form;

means those Qualifying Shareholders that have
validly applied (or are treated as having validly
applied} to acquire New Shares under the Open
Offer;

means the Circular, the Prospectus, any
Supplementary Prospectus, the Form of Proxy and
the Application Form;

an entitlement to apply to subscribe for New
Shares allocated to a Qualifying Shareholder
pursuant to the Open Offer;

means the option agreement to be entered info
between JerseyCo, the Company and the Joint
Sponsors providing a put option in relation o the
JerseyCo Crdinary Shares granted by the
Company in favour of the Joint Spensors and a
call opticn in relation to the JerseyCo QOrdinary
Shares granted by the Joint Sponsers in favour of
the Company, in the form to be agreed;

means holders of Ordinary Shares;

means ordinary shares of 25 pence each in the
capital of the Company;

has the meaning given in the FSA Rules;

means the Panel on Takeovers and Mergers;
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"Participating Security"

"Placeas"

"Placing”

“Placing and Qpen Offer”

"Placing Documents”

"Placing Letters”

"Placing Schedule”

"Posting Date”

"Preference Admission"

"Preference Prospectus”

10

has the meaning given to it in the Regulations
(and “Particlpating Securities” shall be construed
accordingly);

means any placees procured by the Joint
Sponsors pursuant to this Agreement to acguire
New Shares pursuant to the Placing, and
approved by HM Treasury in advance of any
acquisition by them of New Shares, which may
include QiBs in the United States and HM
Treasury in respect of any Residual Shares;

means the proposed arrangements for the
procuring of Placees for the New Shares on such
terms and conditions as may be agreed by HM
Treasury, including the Treasury Solicitor, and at a
price not lower than the [ssue Price, subjectto a
right of clawback in respect of any New Shares
which are taken up under the Open Offer;

means the Placing and the Open Offer or any of
them;

means the Press Announcement, the
Presentation, the Prospectus and the Placing
Lefters;

means the UK Placing Letter and the US Placing
Letter;

has the meaning given in clause 3.5;

means the date on which the Company publishes
the Prospectus and despatches the Circular to
Shareholders;

means the admission of the Preferance Shares to
the Official List becoming effective in accordance
with paragraphn 3.2.7G of the Listing Rules and
admission to trading on the Londen Stock
Exchange's market for listed securities becoming
effective in accordance with paragraph 2.1 of the
Admission and Disclosure Standards;

means the prospectus (including the information
incorporated by reference therein and comprising
a prospactus for the purpose of the Prospectus
Rules) to be published by the Company in relation
to the Preference Admissicn, in the form o be
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"Preference Shares”

"Preference Share
Subscription”

“Preference Share Subscription
Agresement”

"Presentation"

“Press Announcement”

"Previous Announcements”

"Prohibited Shareholders"

“Prospectus”

11

agreed;

means preference shares to be issued by the
Company to HM Treasury (or its nominee) with an
aggregate liquidation preference of
£5,000,000,000 having the rights and subject to
the restrictions set out in Article 4(C) of the
Company's Articles of Association as
supplemented by Schedule 1 of the Preference
Share Subscription Agreement;

means the proposed subscription for Preference
Shares pursuant to the Preference Share
Subscription Agreement;

means the agreement between the Company and
HM Treasury being effective as of the Effective
Date pursuant to which HM Treasury agrees to
subscribe for the Preference Shares;

means any presentation, in the form to be agreed,
used by the Company during presentations to
institutional investors in connection with the
Placing and any other publicity materials relating
fo the Placing and Open Offer prepared by or at
the request of the Company;

means the press announcement dated the
Effective Date giving details of, inter alia, the
Placing and Open Offer and the Preference Share
Subscription;

means all documents issued and announcements
(other than the Press Announcement) made by or
on behalf of the Company or any member of the
Group through a Regulatory Information Service
(including by way of a public regulatory filing)
since the Accounts Date and hefore the Effective
Date;

means holders of Ordinary Shares with registered
addresses in Canada, Australia, South Africa or
such ofher jurisdiction(s) as may be agreed by the
Company and the Joint Sponsors;

means the prospectus {including the information
incorporated by reference therein) comprising a
prospectus for the purposes of the Prospectus
Rules to be published by the Company in relation
to the Placing and Open Offer, in the form to be
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“Prospectus Direcflve”
"Prospectus Rules”

"Qualifylng CREST
Shareholders"

"Qualifying Non-CREST
Shareholders”

"Quallfying Shareholders"

"QIB Purchasers"
“QIBS“

"Receiving Agent"

"Receiving Agent Agreement”

"Record Date"

"Registrars”

"Regulations”

"Regulation D"
"Regulation 8"

"Regulatory Information
Service"

12

agreed;
means Directive 2003/71/EC;
has the meaning given in Section 73A(4) of FSMA,

means Qualifying Shareholders whose Ordinary
Shares on the register of members of the
Company at the close of business on the Record
Date are in uncertificated form;

means Qualifying Shareholders whose Ordinary
Shares on the register of members of the
Company at the close of business on the Record
Date are in certificated form:;

means holders of Ordinary Shares whose names
are on the register of members of the Company as
at the close of business on the Record Date;

has the meaning given in clause 5.8(C)i);

has the meaning given in clause 5.2;

means the receiving agent to be appointed
pursuant to clause 3.8;

means an agreement among the Company, the
Joint Sponsors and the Receiving Agent relating to
the Placing and Open Offer, in the form to be
agreed,;

means the record date for the Open Offer being
such date as the Company, the Joint Sponsors
and HM Treasury shall agree, alt acting
reasonably;

means Computershare Invesior Services PLC;

means the Uncedtificated Securities Regulations
2001,

means Regulation D under the Securities Act;
means Regulation S under the Securities Act;

has the meaning given in the Listing Rules;
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"Relevant Cost"
"Relevant Member State™
“Relevant Time”
"Residual Shares™

"Resolutions™

"SDRT"
"Securities Act”

“Share Capital Resolutions"

"Specified Event”

"Stamp Tax"

13

has the meaning given in clause 8.9;
has the meaning given in clause 5.8;
has the meaning given in clause 6. 1{C)(iii);
has the meaning given in clause 6.3;

means the Share Capital Resolutions and the
Whitewash Resolution;

means stamp duty reserve tax,
means the United States Securities Act of 1933;

means the resolutions, in a form acceptable to HM
Treasury, acting reasonably;

(a) toincrease the authorised share capital of the
Company o allow for the creation and issue
of the New Shares and, to the extent
necessary, the Preference Shares; and

(b) to authorise the Directors to allot under
Section 80 of CA 1985 such number of
Ordinary Shares as equals or exceeds the
number of New Shares and, to the extent
necessary, the Preference Shares,

to be proposed at the GM;

means an event occwring or matter arising on or
after the Effective Date, which:

(a) if it had occurred or arisen before or at the
Effective Date; or

(b} if it had been known by the Directors befare or
at the Effective Date,

would have rendered any of the Warranties untrue,
inaccurate or misleading in any respect;

means any stamp, decumentary, registration or
capital duty or tax (including, without limitation,
stamp duty, SDRT and any other similar duty or
similar tax) and any fines, penalties and/or interest
relating thereto;
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"Subscription and Transfer
Agreement"

"Supplementary Preference
Prospectus”

"Supplementary Prospectus”

"Tax" or "Taxation™

"Tax Authority”

“Time of Sale”

14

means the share subscription and fransfer
agreements or any of them, as the context
requires, in the form fo be agreed, to be entered
into between JerseyCo, the Company and the
Joint Sponsors providing, among other things, for
the transfer to the Company by one of the Joint
Sponsors (in its capacity as subscriber for the
Consideration Shares) of the Consideration
Shares;

means any prospectus supplementary to the
Preference Prospectus published by the Company
pursuant to section 87G of FSMA,;

means any prospectus supplementary o the
Prospectus published by the Company pursuant to
section 876 to FSMA:

means all forms of taxation and statutory,
governmental, state, provincial, local governmental
or municipal impositions, duties, contributions and
levies (including, for the avoidance of doubt,
Stamp Tax), in each case in the nature of taxation,
duty, contribution or levy, whether of the United
Kingdom or elsewhere in the world whenever
imposed and whether chargeable directly or
prirmarily against or aftributable directly or prirarily
to a Group Company or any other person and all
penalties, charges, costs and interest relating
thereio;

means any govemment, state, municipal, local,
federal or other fiscal, revenue, customs or excise
autherity, body or official anywhere in the world
having the power fo impose, collect or administer
any Tax or exgrcising a fiscal, revenue, customs or
axcise function with respect to Tax (including,
without limitation, H.M. Revenue and Cusfoms);

means, with respect to the Placing, each time
identified to the Company by the Joint Sponsors
as a Time of Sale (with respect to which they are
obtaining commitmenis from Placees o take up
the New Shares), provided that there shall not be
more than two times that are treated as a "Time of
Sale" for purposes of this Agreement without the
consent of the Company; such consent will not be
unreasonably withheld;
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“Time of Sale Documents”

“Treasury Solicltor”

"UBS Indemnlfied Persons"

"UK Listing Authority”

"UK Placing Letter"

15

means the documents specified as being delivered
at, or with respect to, the Time of Sale in Part )| of
Schedule 2,

has the same meaning as in the Treasury Solicitor
Act 1876;

means:

(a8) UBS and any subsidiary, branch or affiliate of
UBS;

{b) a person who is, on or at any time after the
date of this Agreement, a director, officer,
partner or employee of an undertaking
specified in sub paragraph (&) above; and

(c) UBS, their selling agents and each person, if
any, who controls UBS within the meaning of
Section 15 of the Securities Act or Section 20
of the Exchange Act and UBS’s respective
affiliates, subsidiaries, branches, affiliates,
associates and holding companies and the
subsidiaries of such subsidiaries, branches,
affiliates, associates and holding companies
and each of such person's respective
directors, officers and employees;

and “UBS Indemnified Person” shall be
construed accordingly;

means the Financial Services Authority acting in
its capacity as the competent autherity for the
puiposes of Pait VI of the FSMA and in the
exercise of its functions in respect of the
admission of securities to the Official List
otherwise than in accordance with Part VI of the
FSMA,;

means a letter, in a form acceptable to HM
Treasury, fo the Joint Sponsors and to the
Company, each acting reasonably, ¢ be sent by
the Company to, and executed by, Placees (other
than QIBs and HM Treasury) by which New
Shares are to be offered to Placees on such terms
and conditions as may be agreed by HM Treasury,
including the Treasury Solicitor, and at a price not
lower than the Issue Price, subject to a right of
clawback in respect of any New Shares which are
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"United States"

"US Placing Lefter"

"US Shareholders"

"VAT

"VATA"

"Verification Materlals"

"Warranties"

iB

taken up under the Open Offer;

means the United States of America, its territories
and possessions, any state of the United States
and the District of Columbia;

means a lefter, in & form acceptable io HM
Treasury, to the Jeint Sponsors and to the
Company, each acting reasonably, to be sent by
the Company to, and executed by, QIBs by which
New Shares are to be offered to QIBs on such
terms and conditions as may be agreed by HM
Treasury, including the Treasury Solicitor and at a
nrice not lower than the Issue Price, subjeci to a
right of clawback in respect of any New Shares
which are taken up under the Open Offer;

means Ordinary Shareholders who are within the
United States or are holding Ordinary Shares on
behalf of, or for the account or benefit of, persons
within the United States for whom they are acting
without investment discretion (but only with
respect to any such holdings);

means.

(a} any tax imposed in conformity with the
council directive of 28 November 2006 on
the common system of value added tax (EC
Directive 2006/112) (including, in relation to
the United Kingdom, value added tax
imposed by the VATA and legisiation and/or
any regulations supplemental therefo); and

(b} any other tax of a similar nature (whether
imposed in a member state of the European
Union in substitution for or in addition to the
tax referred to in sub-paragraph (&) or
imposed elsewhere);

means the Value Added Tax Act 1994,

means verification materials in a form acceptable
to HM Treasury and to the Joint Sponsors, acting
reasonably, evidencing the verification process
supporting the agcuracy of certain information
contained in the Issue Documents;

means the representations, warranties and
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undertakings contained in Schedule 3;

"Whitewash Resolution” means the resolufion, in a form acceptable to HM
Treasury, acting reascnably, pursuvant to which
Ordinary Shareholders are fo waive any obligation
of HM Treasury to make an offer under Rule 9 of
the City Code on Takeovers and Mergers;

“Wholly Owned Equity™ has the meaning given in clause 17.1; and

"Working Capifal Report” means the working capital review report to be
prepared by the Auditors, in the form to be agreed,
relating to the Group, to be dated tha date of the
Prospectus and supporting the working capital
statements contained in the Prospectus.

Any reference to a document being "In the agreed form" or “form to be agreed”
means in the form of the draft or proof thereof signed or initialled for the purpose of
identification by Linklaters LLP (on behalf of the Company), Slaughter and May (on
behalf of HM Treasury) and Freshfields Bruckhaus Deringer LLP {on behalf of the Joini
Sponsors), of (in the case of documents to be agreed) in such form as may be
satisfactory to HM Treasury and the Joint Sponsors (acting reasonably), and initialied,
far the purposes of identification only, by such firms on behalf of their clients, provided
that, in the determination of whether a document to be agreed is satisfactory to the Joint
Sponsors, the requirement that the Joint Sponsors act reasonably shall not apply in
respect of (i) the Working Capital Report, (i} the Prospectus (or any Supplementary
Prospectus), (iii) the Circular and (iv) any references to the Joint Sponsors in any of the
1ssue Documents (in respect of each of which their discretion shall be absolute provided
that they shall act in good faith). No such initialling shall imply approval of all or any part
of its contents by or on behalf of the person initialling it or any of the parties to this
Agreemeant.

The Interpretation Aci 1878 shall apply to this Agreement in the same way as it applies
to an enactment.

References to a statutory provision include any subordinate legislation made from time
to time under that provision.

References to a statutory provision include that provision as from time to time modified,
supplemented or re-enacted so far as such modification or re-enactment applies or is
capable of applying to any transactions entered into in accordance with this Agreement,

In this Agreement, a reference to a "subsidiary undertaking” or “parent undertaking”
is to be construed in accordance with section 1162 (and Schedule 7) of the CA 2006
and a "subsidiary" or "holding company” is to be construed in accordance with
section 1159 of the CA 2006.

Expressions defined or used in the Regulations shall have the same meaning in this
Agreement (except where the context otherwise requires).
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References to this Agreement include its Schedules and references in this Agreement o
clauses, sub~clauses and Schedules are fo clauses and sub-clauses of, and Schedules
to, this Agreement,

The obligations of the Joint Sponsors under this Agreement shall be several and not
joint or joint and several. No provision of this Agreement shall impose any liability on
either of the Joint Sponsors for, nor shall the rights or remedies of either of the Joint
Sponsors be adversely affected by, any act or omissicn by the other Joint Sponsor or for
any breach by the other Joint Sponsor of the provisions of this Agreement. The
obligations owed by the Company to the Joint Sponsors are owed to them as separate
and independent obligations, and each Joint Sponsor shall have the right to protect and
enforce its rights hereunder without joining the other Joint Spensor in any proceedings.

Headings shall be ignored in construing this Agreement.
References to time of day are to London time unless otherwise stated.

When construing any provision relating to VAT, any reference in this Agreement to any
person shall (where appropriate) be deemed, at any time when such person is a
member of a group of companies for VAT purposes, to include a reference to the
representative member of such group at such time.

Any reference to any indemnity, covenant to pay or payment (a “Payment Obligation”)
being given or made on an “after-Tax basis” or expressed to be calculated on an “after-
Tax basis” means that, in calculating the amount payable pursuant to such Payment
Obligation (the “Payment”), there shall be taken into account (if and to the extent that
the same has not already been taken inte account in the calculation of the Payment):

(A) any Tax suffered by the parson entitled o receive the Payment (o the extent ihat
it arises as a result of the matter giving rise to the Payment Obligation or as a
result of receiving, or being entitled to receive, the Payment; and

(B) any relief, exempticn, allowance or credit which is avaiiable to set against any
Tax otherwise payable or against any income, profits or gains for Tax purposes,
and any right to any refund or reimbursement of any Tax, which in each case is
available to the person entitled to receive the Payment if and to the extent that
the same arises as a result of the matter giving rise to the Payment Otligation
or as a result of receiving, or being entitled to receive, the Payment,

such that the person entitled to receive the Payment is in the same economic position
after Tax that it would have been in if the matter giving rise to the Payment Qbligation
had not occurred.

Each reference in this Agreement to the Joint Sponsors or either of them by any
description or in any capacity includes a reference to it in each other capacity in which it
may act pursuant to this Agreement or otherwise with the agreement of the Company in
connection with the Placing and Open Offer.

204341/10404 CE0S2870002 PIRD 0411081538




1.15

1.16

1.7

1.18

1.18

2.1

19

Any reference to the Joint Sponsors or to HM Treasury approving or agreeing the form
of an Issue Document, shall be a reference to such approval or agreement being given
solely for the purposes of this Agreement.

Areference to “certificated” or "certificated fonm" in relation to a share or other
security is a reference {o a share or oiher security title to which is recorded on the
relevant register of the share or other security as being held in certificated form,

Areference to "uncertificated” or *uncertificated form" in relation to a share or other
security is a reference to a share or other security title to which is recorded on the
relevant register of the share or other security as being held in uncertificated form, and
title to which, by virtue of the Regulations, may be transferred by means of CREST.

Words and expressions defined in the Companies Acts shall bear the same meaning.

Any reference lo “this Agreement” or “any other agreement relating to the Placing
and Open Offer” or “the arrangements caontemplated by the Issue Documents” or
similar expressions shall be deemed, where the context permits, to include a reference
to the Subscription and Transfer Agreement and the Option Agreement and the
arrangements thereunder, including, without limitation, JerseyCo and the issue and
allotment of the JerseyCo Ordinary Shares and the JerseyCo Preference Shares.

CONDITIONS

The obligations of HM Treasury and of the Joint Sponsors under this Agreement (save
for the obligations under clauses 3.3 and 3.4 and such other obligations hereunder
which fall due for performance before Admission) are conditional on:

{A) the release of the Press Announcement via a Regulatory Information Service by
8.00 a.m. on the Effective Date;

(B) there having occurred, as at Admission, no material default or breach by the
Company of the terms of:

{i) this Agreement;
(i) if executed, the Subscription and Transfer Agreement;
(i} if executed, the Option Agreement; or

{iv) the Preference Share Subscription Agreement;

{C) the New Shares being validly created under applicable law and forming part of
the Company’s authorised but unissued share capital;

(D) the Preference Shares being validly created under applicable law and forming
part of the Company's authorised but unissued share capital;

(E) the Directors heing duly authorised under applicable law to allot and issue the
New Shares in gccordance with the terms of this Agreement;
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the Directors being duly authorised under applicable law to allot and issue the
Preference Shares to HM Treasury {or its nominee) in accordance with the
terms of the Preference Share Subscription Agreement;

the Company having obtained such approvals, authorisations, permits and
consents as may be required by any government, state or other regulatory body
and all necessary filings having been made and all necessary waiting periods
having expired, in each case in any part of the world and as a consequence of
the actions contemplated by this Agreement and/for the Preference Share
Subscription Agreement;

HM Treasury having obtained such approvals, authorisations, permits and
consents as may be required by any governmental, state or other regulatory
body in any part of the world and all necessary filings having been made and all
necessary waiting periods having expired, in each case as a consequence of
the issue of New Shares and/or Preference Shares contemplated by this
Agreement and/or the Preference Share Subscription Agreament;

each Wairanty in Part | of Scheduie 3 of this Agreement being true and accurate
in all material respects and not misleading in any material respect as at the date
of this Agreement and remaining true and accurate in all material respects and
not misteading in any material respect on the Posting Date, at such time as a
Supplementary Prospectus shall be issued in accordance with this Agreement
before Admission, at each Time of Sale (if any) and immediately prior to
Admissian, in each case by reference to the facts and circumstances then
existing,;

each Warranty in Part 11 of Schedule 3 of this Agreement being true and
accurate in all material respects and not misleading in any material respeci on
the Posting Date and remaining true and accurate in all material respects and
not miskeading in any material respect, at such time as a Supplementary
Prospectus shall be issued in accordance with this Agreement before
Admission, at each Time of Sale (if any) and immediately prior to Admission, in
each case by reference to the facts and circumstances then existing;

there being, in the ¢pinion of HM Treasury (acting in good faith) no Material
Adverse Effect;

there being no contracts or arrangements to which the Company or any
member of the Group are party which would become capable of being
terminated by a party thereto (other than a member of the Group} or would
permit such a party to exercise a right against a member of the Group or may
otherwise give rise o matenal agverse consequences for the Group as a whole,
in each case as a result of the issue of New Shares and/for Preference Shares
contemplated by this Agreement and/or the Preference Share Subscription
Agreement, in each case where this or any other conseguences thereof would
be, or would be reasonably likely to be, maierial in the context of the business
of the Group or the Placing and Open Offer, the Preference Share Subscription,
any acquisition of New Shares or Preference Shares by HM Treasury,
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Qualifying Shareholders or Placees, Admission or post-Admission dealings in
the Ordinary Shares;

the delivery to HM Treasury and fo the Jeint Sponsors, as applicable:

(i) simultaneously with the execution of this Agreement, of the documents
listed in Part | of Schedule 2;

(i) prior to despaich of the Circular and the publication of the Prospectus,
of the documents listed in Part Il of Schedule 2;

iii) at the date of each Supplementary Prospectus, the documents {or
“bring downs” from such documents) listed in Pari Il of Schedule 2 (as
applicable) requested by the Joint Sponsors and by HM Treasury in
respect of such Supplementary Prospectus and dated as of such date;

(iv) at each Time of Sale, if any, the Time of Sale Documents required to be
delivered at such Time of Sale listed in Part Hl of Schedule 2;

(v) immediately prior to Admission, of the documenis listed in Part lil of
Schedule 2; and

(vi) immediately prior to Preference Admission, of the documents listed in
Part IV of Schedule 2,

in each case to the extent not already delivered and provided that HM Treasury
shall not be entitied to rely on this condition in the case of non-delivery of any
document which is not material, in the respective judgements of HM Treasury
and the Joint Sponsors, in the context of the Placing and Open Offer or the
applications for Admission or Preference Admission;

the GM being duly convened and held no later than the GM Date,
subject to applicable law (including directors’ fiduciary duties), the Directors
recommending (without qualification and maintaining such recommendation)

that the Company’s shareholders vote in favour of the Resolutiens;

subject to applicable law, the Directors voting all Ordinary Shares held by them
in favour of the Resolutions;

the Company’s shareholders passing the Resolutions (without amendment) at
the GM;

the Prospecius, the Preference Prospecius and, to the extent necessary, the
Circular being approved by the FSA in accordance with the Prospectus Rules,

the Listing Rules and FSMA,

the Circular being approved by the Panel in relation to the Whitewash
Resolution;
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subject to satisfaction of the condition set out in clause 2.1(R), the Prospectus
being made available {o Qualifying Shareholders (other than Prohibited
Shareholders and US Shareholders) in accordance with the Prospectus Rules
and the Preference Prospectus being published in accordance with the
Prospectus Rules;

subject to satisfaction of the conditions set out in clause 2.1(R) and clause
2.1(8), the posting to Qualifying Shareholders (other than Prohibited
Shareholders and US Shareholders) of the Circular and the Form of Proxy with,
in the case of Qualifying Non-CREST Sharehoiders, an Application Form, in
accordance with clause 3;

the Company having applied for Admission and admission of the New Shares to
CREST as Participating Securities and all of the conditions to such admission
having been satisfied, in each case, on or before Admission;

the Company allotting, subject only to Admission, the New Shares to the
relevant Placees in accordance with clauses 3 and 4 or to HM Treasury (or its
nominee} in accordance with clause 6,

the Directors having waived all change of control provisions set out in their
respective service contracts which would otherwise be or have been trnggered
as a result of the issue of New Shares and/or Preference Shares contemplated
by this Agreement and/or the Preference Share Subscription Agreement,

the Subscription and Transfer Agreement and the Option Agreement having
been duly executed, the first of the two Subscription and Transfer Agreements
relating to the allotment of the New Shares having become wholly unconditional
except for the condition relaling to Admission, each of the parties thereto
complying with its obligations in each of the Subscription and Transfer
Agreement relating to the allotment of the New Shares and the Option
Agreement to the extent that the same fall to be performed prior to Admission or
Preference Admission and there having occurred no default or breach by any
party thereto under either such agreement;

no event referred to in Section 87G of the FSMA arising between the time of
publication of the Prospectus and the time of Admission and no Supplementary
Prospectus being published by or on behalf of the Company before Admission
which, in any of the foregoing cases, HM Treasury or the Joint Spensors
consider in their respective sole judgments acling in good faith to be (singly or
it the aggregate) material in the context of the business of the Group, the
Placing and Open Offer, the Preference Share Subscription, any acquisition of
New Shares or Preference Shares by HM Treasury, Crdinary Shareholders or
Placees or Admission, Preference Admission or post-Admission dealings in the
Ordinary Shares;

the Company having applied for Preference Admission and admission of the
Preference Shares to CREST as Paiticipating Securities and all of the
conditions to such Preference Admission having been satisfied, in each case,
on or before Preferance Admission;
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{BB) Preference Admission becoming effective on the date of Admission;

(CC) Admission occurring at or before 8.00 a.m. on 12 December 2008 (or such later
time or date as HM Treasury may agree);

(DD) the Prospectus and the Circular not containing disclosure of any fact, matter or
circumstance maternial in the context of the Group or the Placing and Open
Offer, the Preference Share Subseription, any acquisition of New Shares or
subscription for Preference Shares by HM Treasury, Ordinary Shareholders or
Placees or Admission or Preference Admission or post-Admission dealings in
the Ordinary Shares which has not previously been fairly disclosed, whether in
the Press Anncuncement, any of the Previous Announcements or otherwise in
writing to HM Treasury and to the Joint Sponsors; and

(EE} the Company allotting, subject only to Preference Admission, the Preference
Shares to HM Treasury in accordance with the Preference Share Subscription
Agreement,

Subject to the fiduciary duties of the Directors, the Company shall use all reasonable
endeavours to procure the fulfilment of the conditions set out in clause 2.1 and, where
applicable, by the times and dates stated therein (or such lafer times and/or dates as
HM Treasury may agree) and shall notify HM Treasury forthwith in the event that the
Company or any of the Directors becomes aware that any of the conditions set out in
clause 2.1 has become or might reasonably be expected to become incapable of
fulfilment by the time and/or date stated in such condition (or such later time and/or date
as HM Treasury may agree) or at all. In addition, the Company shall provide HM
Treasury with such information as it may reasonably require to enable it to ascertain
whether the condition in clause 2.1(L) has been satisfied.

Each Joint Sponsor shall use its reasonable endeavours to provide io the Company
such assistance as the Company shall reascnably request in connection with the
procedural steps required for the performance of the obligations of the Comnpany set out
in clauses 2.1(R), (V) and (CC).

Each Joint Sponser shall not unreasonably refuse consent to executing such documents
and doing such things as the Company and HM Treasury may reasonably require to
grant security, and a power of attorney, to the Company over, and in respect of, the
shares in JerseyCo fo be subscribed by such Joint Sponseor under the Subscription and
Transfer Agreement and the Option Agreement and to JerseyCo over the bank account
to which payments are to be made pursuant to clauses 3.24, 3.25 and 6.3 and over all
or any rights of the Joint Sponsors to receive payments for any New Shares to be
acquired pursuant to the Placing and Open Offer, in each case as security for the
performance by the Joint Sponsors of their obligations under such agreements.

Subiect to clause 2.8, HM Treasury shall be entitled, in its absolute discretion and upon
such terms as it shall think fit, to waive fulfilment of all or any of the cenditions set out in
clause 2.1 (other than clauses 2.1(C) tc (G), (Q) (save in relation to the Whitewash
Resolution), (R) and (CC)) or to extend the time provided for fulfilment of any of the
conditions set out in ¢lause 2.1 in respect of all or any part of the performance thereof,
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The Company shall be entitled to waive fulfilment of the condition set out in clause
2.1(G).

if the condition set out in clause 2.1(G) is not satisfied at the time at which all other
conditions set ou in clause 2.1 are satisfied or, o the extent permitied, waived, the
parties shall treat such condition as waived (and the Company shall be deemed to have
waived such condition) if the relevani matter in respect of which the condition has not
been satisfied is not likely to lead to material consequences for the Company or the
Directors and is not material in the context of the Placing, the Open Offer, Admission,
Preference Admission, post-Admission dealings in the Ordinary Shares and, in all
cases, for the avoidance of doubt, taking account of the financial circumstances of the
Company.

If:

{A) any of the conditions set out in clause 2.1 are not fulfilled or, if capable of waiver
pursuant to clause 2.5 or clause 2.8, waived, or treated as waived pursuant to
clause 2.7, by the time and/or date specified therein {(or such later time and/or
date as HM Treasury may agree); and

(B) HM Treasury does not consider it to be necessary that the arrangements
contemplated by this Agreement and by the Preference Share Subscription
Agreement proceed to completion in order to maintain the financial stability of
the United Kingdom,

then on notice from HM Treasury to the Joint Sponsors and the Company, the Joint
Sponsors shall, on behalf of the Company, withdraw any application made to the FSA
and/or the London Stock Exchange and/or Euronext in connection with Admission, the
Company shall withdraw any application made for Preference Admission, this
Agreement shall cease and determine and no party to this Agreement shall have any
claim against any other party o this Agreement for costs, damages, compensation or
otherwise except as provided in ¢lause 2.10,

Without prejudice fo the rights of HM Treasury and the Joint Sponsors under clause 13,
if any of the conditions set out in clause 2.1 are not fulfilled or, if capable of waiver
pursuant to clause 2.5 or clause 2.6, waived, or treated as waived pursuant to clause
2.7, by the date and/for time specified herein (or such later time as HM Treasury may
agree) and if HM Treasury does consider it necessary that the arrangements
contemplated by this Agreement and by the Preference Share Subscription Agreement
proceed to completion in order to maintain the financial stability of the United Kingdom,
HM Treasury shall treat as waived any outstanding conditions in ¢lause 2.1 (other than
any condition referred to as not being waivable by HM Treasury).

Where this Agreement has terminated pursuant to clause 2.8:

(A) such terminaiion shall be without prejudice to any accrued rights or obligations
under this Agreement;

(8) the Company shall pay any commissions, fees and expenses as are payable in
such circumstance under and in accordance with clauses 8.1 and 8.2; and
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the provisions of this clause 2.10 and clauses 1, 8, 9.1, 9.2, 9.3, 9.4, 9.6, 9.11,
10, 11,12, 14, 15, 18, 17, 18 and 19 shall remain in full force and effect.

HM Treasury and the Company shall use all reasonable endeavours to procure that, by
no later than Admission, all approvals, authorisations and consents as may be required
from any government, state or other regulatory body shall have been obtained in order
that the conditions set out in clauses 2.1(G) and 2.1{H) may be satisfisd. The Company
and HM Treasury shall co-operate with each other {at the cost of the Company) in order
that the conditions set out in clauses 2.1(G) and 2.4{R) may be satisfied, which co-
operation shall include the Company;

(A)

C)

(€

promptly providing to HM Treasury and to HM Treasury’s lawyers and other
advisers where appropriate, any necessary information and documents
reasonably required for the purpose of obtaining such approvals, authorisations,
permits and consents and making such necessary filings;

promptly notifying HM Treasury or HM Treasury's lawyers and other advisers
where appropriate, of any material communications received in the course of
obtaining such approvals, authorisations, permits and consents and making
such necessary filings; and

generally supporting HM Treasury in obtaining such approvals, authorisations,
permits and consents and making such necessary filings.

Upon Admission, each of the conditions set out in clause 2.1 shall, to the extent not
fulfilled, be deemed to have been fulfilled ar waived.

THE PLACING AND OPEN OFFER AND APPOINTMENTS

The Company hereby:

(A)

(B)

(C)

appoints each of UBS and Merrill Lynch as joint sponsors in connection with the
applications for Admission and, if required by the UK Listing Authority, the
publication of the Circular and as joint bookrunners and placing agenis in
connection with the Placing and Open Offer and each of UBS and Merrill Lynch
accepts such appointments;

confirms that such appointmenis confer on each of the Jeint Sponsors il
powers, authorities and discretions on behalf of the Company which are
necessary for or incidental to, the performance of its function as Joint Sponsor,
joint bookrunner and placing agent to the Placing and Open Offer (inciuding the
power to appoint sub-agents or to delegate the exercise of any of its powers,
authorities or discretions to such persons as it may think fit); and

agrees to ratify and approve all documents, acts and things which each of the
Joint Sponsors shall lawfully de in the exercise of such appointments, powers,
authorities and discretions.

The Company hereby agrees, subject always to clause 5.1, to invite Qualifying
Shareholders (who are not Prohibited Shareholders or US Shareholders) by means of
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the Prospectus and (in the case of Qualifying Non CREST Shareholders who are not
Prohibited Shareholders or US Shareholders) the Application Form to apply to acquire
the New Shares at the Issue Price and otherwise on the terms and conditions set out
therein. The Company shall procure that under the terms of the Placing and Open Offer
Qualifying Shareholders (other than Prohibited Shareholders or US Shareholders) shall
be entitled (i) to acquire their pre-emptive entitlements, and, {ii} to the extent reasonably
practicable (and provided always that such Qualifying Shareholders who are not
Prohibited Shareholders or US Shareholders are treated equally), and to the extent that
such pre-emptive entitlements are not taken up by other Qualifying Shareholders (who
are not Prohibited Shareholders or US Shareholders), to apply to acquire additional
New Shares (either in their capacity as Qualifying Shareholders o, if such structure is
not reasonably practicable, as Placees whose application for additional New Shares the
parties hereby agree will be aliocated in full fo the extent possible, and failing which will
be scaled back on a pro rata basis).

Subject to the next following sentence, each of the Joint Sponsors hereby agrees
severally {and not jointiy or jointly and severally) and in reliance on the representations,
warranties and undertakings of the Company set out in this Agreement, as agent of the
Company, to use reasonable endeavours to procure Placees to take up the New Shares
on such terms and conditions as may be agreed upon by HM Treasury, including the
Treasury Solicitor, and at a price not lower than the Issue Price, subject to a right of
clawback as a result of the New Shares being acquired under the Open Offer and
otherwise upon and subject to the terms and conditions in the Placing Letiers and on
the basis of the information in the other Placing Documents, it being understood that if
having used such reasonable endeavours the Joint Sponsors are unable to procure
Placees, or if any Placees who are so procured fail to meet their payment obligations,
for all or any of the New Shares, the Joint Sponsors shall not themselves be obliged to
acquire such New Shares which shall be Residual Shares to be taken up solely by HM
Treasury in accordance with clause 6.3. The obligation of each of the Joint Sponsors to
use reasonable endeavours to procure Placees pursuant to the preceding sentence
shall not apply until publication of the Prospectus in accordance with the provisions of
this Agreement, provided that each of the Joint Sponsors shall be permitted to
endeavour to procure Placees prior to such publication.

Subject to compliance with this clause 3 and with the restrictions in clause 5, each of
UBS and Merrill Lynch shall have discretion to procure Placees in the manner and
otherwise as it thinks fit in compliance, in all material respects, with applicable laws as
are customarily complied with by banks of international reputation, including the last
time at which Placing Letters may be despatched, allocations pursuant thereto may be
made and acceptances pursuant thereto received.

UBS and Merrill Lynch will procure that a schedule is delivered to the Company (or the
Registrar on behalf of the Company) and to HM Treasury no laier than 5 p.m. on the
second Business Day following the Closing Date following completion of the procedure
set out in clause 3.4 showing the names and registration defails of Placees allocated
Non-Accepted Shares (and the number of New Shares comprised in such allecations)
and shall specify whether such shares are to be issued in certificated or uncertificated
form together with details of (and the number of New Shares comprised in) the
proposed number of Residual Shares to be acquired by HM Treasury (or its nominee)
pursuant to clause 6.3 (the "Placing Schedule”). HM Treasury, the Company and the
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Joint Sponsors will consult each other in respect of, and agree a final version of, the
Placing Schedule within one Business Day of the date of its delivery pursuant fo this
clause 3.5.

Without prejudice to the Joint Sponsors' obligations under Chapter 8 of the Listing
Rules, the Company acknowledges and agrees that neither of the Joint Sponsors nor
HM Treasury is responsible for and has not authorised and will not authorise the
contents of any 1ssue Document and that neither of the Joint Sponsors nor HM Treasury
shall be responsible for verifying the accuracy, completeness or fairness of any
information in any of the Issue Documents {or any supplement or amendment to any of
the foregoing).

The Company consents to each Joint Sponsor disclosing to the FSA at any time before
or after Admission, any information that such Joint Sponsor is required to disclose to
satisfy its obligations as a sponsor under the Listing Rules and/or the DTRs provided
that, where legally permitted and practicable, such Joint Sponsor notifies the Company
prior to making, and consults as to the timing and manner of, such disclosure,

The Company confirms that it will appoint a receiving agent 1o act as ragistrar and
receiving agent in connection with the Placing and Open Offer and that the Receiving
Agent will be admitted as regisirar and receiving agent in respect of CREST,

The Company shall give all such assistance and provide all such information as each of
the Joint Sponsors may reasonably require for the making and implementation of the
Placing and Cpen Offer and will do {or procure to be done) all such things and execute
{or procure to be executed) all such documents as may be reasonably necessary or
desirable to be done or executed by the Company or by its officers, employees or
agents in connection therewith.

The Joint Sponsors and the Company agree to use their respective reasonable
endeavours to finalise the Option Agreement and Subscription and Transfer Agreement
50 as o give effect to the arrangements intended fo be contemplated by such
agreements, provided that such airangements reflect any requirements of the Joint
Sponsors, acting reasonably, to enable them to comply with any regulatory provisions
applicatle to them and to enter into those agreements as soon as reascnably
practicable and to execute such documents and do such things as may be necessary or
desirable fo implement such arrangements, in each case as may be reasonably agreed
between the Joint Sponsors and the Company. Finalisation of the Option Agreement
and the Subscription and Transfer Agreement and the mechanical and cash-fiow
arrangements related thereto (including those in support of the arrangements provided
in clauses 2.3, 3.24 and 3.25 and the arrangements for the provision of security for the
transfer of the Consideration Shares contemplated by clause 2.4) shall require the prior
approval of HM Treasury (not fo be unreasonably withheld).

The Company undertakes that it shall release the Press Announcement (o a Regulatory
Information Service at, or as soon as practicable afier, 7.00 a.m. on the Effective Date.

The Company underizkes to

(A) make an application;
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(i) {(within the meaning of and for the purposes of the Prospectus Rules) to
the FSA for the approval of the Prospectus, the Preference Prospectus
and, to the extent required, the Circular; and

(i} to the Panel for the approval of the Circular in relation fo the Whitewash
Resoclution; and

apply to the FSA, to the London Stock Exchange and to Eurcnext for Admission
and to the FSA and to the London Stock Exchange for Preference Admission
and further undertakes to provide such information, supply and/or execute such
documents, pay such fees, give such undertakings and do all such acts and
things as may be required (a) by the UK Listing Authority and the London Stock
Exchange for the purposes of obtaining formal approval of the Circular (to the
extent required} and the Prospectus, the Preference Prospectus, any
Supplementary Prospectus and any Supplementary Preference Prospecius and
obtaining Admission and Preference Admission, and (b) to comply with the
Listing Rules, the Prospectus Rules, the Admission and Disclosure Standards,
FSMA and the Companies Acts, and (¢) by the UK Listing Authority and/or the
Netherlands Authority for the Financial Markets for the passporting of the
Prospectus into the Netherlands in accordance with the NFSA, and (d) by
Euroclear for the purposes of obtaining permission for the admission of the New
Shares and the Preference Shares as Parlicipating Securities in CREST and (e)
by the FSA, the London Stock Exchange or Euronext, in each case to obtain the
grant of such Admission or Preference Admission, as the case may be. Subject
to the fiduciary duties of the Directors, the Company will use all reasonable
endeavouwrs to obtain the grant of Admission (subject only to the allotmeni of the
New Shares) and of Preference Admission (subject only to the allotment of the
Preference Shares) by no later than 8.00 a.m. on 12 December 2008 (or such
later time or date as HM Treasury may agree in writing),

The Company undertakes that it shall not include any reference to HM Treasury or the
Joint Sponsors in any of the Issue Documents without the prior written consent of HM
Treasury or the Joint Sponsors, as applicable.

Subject to obtaining the approval of the Prospectus (and of the Circular, but only to the
extent required) by the FSA and having issued a passporting staternent to the
Netherlands Authority for the Financial Markets and such other regulators as may be
appropriate and subiect to obtaining the approval of the Circular by the Panel in relation
to the Whitewash Resolution, the Company shall procure that:

(A)

®)

the Circular and Forms of Proxy are posted to all Qualifying Shareholders (in
each case ather than Prohibited Sharehaolders and US Shareholders) on the
Posting Date, and the Prospectus is made available to Qualifying Shareholders
(in each case other than Prohibited Shareholders and US Shareholders} in
accordance with the Prospectus Rules and the NFSA, in each case subject to
clause 5;

a copy of each of the Prospectus and the Circular is filed with the FSA pursuant
fo the Prospectus Rules and the Listing Rules respeclively;
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(C) copies of the Prospectus, together with any other required documents, are
made available to the public by or en behalf of the Company in accordance with
the Prospectus Rules;

(D) Application Forms are posted to all Qualifying Non-CREST Shareholders {other
than Prohibited Shareholders and US Shareholders) with the Prospectus and
Circular; and

(E) the Open Offer Enfitlements of Qualifying CREST Shareholders (other than
Prohibited Shareholders and US Sharehclders) are credited to their respective
stock accounts on the first Dealing Day after the Ordinary Shares go “ex” the
entitlement to apply under the Open Offer.

Subject fo obtaining the approval of the Preference Prospectus by the FSA and subject
to clause 5, the Company shall procure that:

(A) a copy of the Preference Prospecius is filed with the FSA pursuant to the
Prospectus Rules; and

(B) copies of the Preference Prospectus, together with all other required
documents, are made available to the public by or on behalf of the Company in
accordance with the Prospectus Rules.

As soon as practicable after the Posting Date, the Company shall procure delivery to
Euroclear of security application forms in a form acceptable to HM Treasury and to the
Joint Sponsors, acting reascnably, in respect of the Open Offer Entitlements and the
New Shares and the Company undertakes to use reasonable endeavours to obtain
permission for the admission of each of the Open Offer Entitlernents and the New
Shares as a Participaling Security in CREST.

On the Posting Date, prior to publication of the Prospectus, and (to the extent
reasonably requested) prior to the publication of each Supplementary Prospecius, the
Company shall deliver or procure there are delivered fo the Joint Sponsors and to HM
Treasury those documents listed in Part |l of Schedule 2.

Al or with respect fo the date of any Time of Sale, the Company shall deliver or procure
there are delivered to the Joint Sponsors and to HM Treasury the documents listed in
Part [Il of Schedule 2.

The Company autherises the Joint Sponsors to date the Enablement Letter and deliver
it to Euroclear,

Subject always to the fiduciary duties of the Directors, the Company shall procure that
the GM is duly convened and held no later than 20 November 2008 and that the
Resolutions are proposed at it.

Subject to clause 3.22, neither the Placing and Open Offer nor any of its terms and

conditions shall be varied, extended, amended or withdrawn without the prior writien
consent of HM Treasury, except as required by any applicable law or regulation.
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If at any time between the Posting Date and the Closing Date: (i) any event shall have
occurred as a result of which the Prospectus, as amended or supplemented from time
to time, would include an untrue statement of & material fact or omit to state any
material fact necessary in order to rnake the statements therein, in the light of the
circumstances under which they were made when such document is delivered, not
misteading, or if for any other reason, including compliance with Section 87G of FSMA,
it shall be necessary to amend or supplement the Prospectus, the Company will
(without prejudice to the rights of HM Treasury and the Joint Sponsors under this
Agreement) promiptly:

(A) notify HM Treasury and the Joint Sponsors of the relevant circumstances;

B) consult with HM Treasury and the Joint Sponsors in considering any
requirement fo publish a Supplementary Prospectus;

(C) consult with HM Treasury and the Joint Sponsors as to the contents of any
Supplementary Prospectus and comply with ali reasonable requirements of in
relation thereto; and

(D) publish such Supplementary Prospectus in such manner as may be required by
the Prospectus Rules,

and the provisions of this clause 3.22 shall apply mutatis mutandis in respect of the
Preference Prospectus (save that references to the Joint Sponsors shall not so apply).

On the Posting Date, each Joint Sponsor shall deliver to the Company and to HM
Treasury an original of the Subscription and Transfer Agreement and the Option
Agreement, each duly executed by the relevant Joint Sponsor (if a party thereto).

As between the Company and UBS, any amounts received by UBS in respect of the
New Shares whether from applicants for New Shares pursuant to the Open Offer,
Placees of HM Treasury (in accordance with clause 8) shall be received by UBS and
the Company shall have no rights to receive such amounts from UBS or from any
acquirar of such New Shares. Such amounts shall be paid by applicants for the New
Shares to be issuad pursuant to the Open Offer, by Placees and by HM Treasury, in
each case as applicable, into a2 bank account approved by HM Treasury, being an
account established on terms approved by HM Treasury, acting reascnably,

As between the Company and Merrill Lynch, any amounts received by Merrill Lynch in
respect of the New Shares whether from applicants for New Shares pursuant to the
Open Offer, Placees or HM Treasury (in accordance with clause 8) shall be received by
Merrill Lynch and the Company shall have no rights fo receive such amounts from
Merill Lynch or from any acquiror of such New Shares. Such amounts shall be paid by
applicants for the New Shares to be issued pursuant to the Open Offer, by Placees and
by HM Treasury, in each case as applicable, into a bank account approved by HM
Treasury, being an account established on terms approved by HM Treasury, acting
reasonably.
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For the avoidance of doubt, nothing in this Agreement confers or imposes on any
Placee (including HM Treasury) any right or obligation (conditional or otherwise) to
subscribe for or acquire any JerseyCo Preference Shares or JerseyCo Ordinary Shares.

Immediately prior to Admission the Company shall deliver or procure that there are
delivered to the Joint Sponsors and to HM Treasury those documents listed in the Part
il of Schedule 2. '

lmmediately prior to Preference Admission, the Company shall deliver to HM Treasury
those documents listed in Part IV of Schedule 2.

The Company shall procure (to the extent that it lies in its power to do so) to be
communicated or delivered to the Joint Sponsors all such information and documents
(signed by the appropriate person where so required) as the Joint Sponsors may
reasonably require to enable them to discharge their obligations hereunder and
pursuant to or in connection with obtaining Admission, Preference Admission, the
Piacing and Open Offer or as may be required to comply with the requirements of the
FSMA, the FSA or the London Stock Exchange.

The Company confirms to the Joint Sponsors and to HM Treasury that a meeting or
meetings of the Board has been held (and/or, in the case of (C), (E) and (F) below,
undertakes to held such a meeting) which has (or will have, as the case may be):

(A) authorised the Company to enter into and perform its obligations under this
Agreement and the Preference Share Subscription Agreement;

(B) approved the form and release of the Press Anpouncement;

(C) appraved the form of the Circular, Prospectus, and the Form of Proxy and
authorised and approved the publication of the Circular, Prospectus, Form of
Proxy, each of the other Issue Documents and all other documents connected
with the Placing and Open Offer, Admission and Preference Admission, as
appropriate;

(D) approved the making of the Placing and Open Offer and the alloiment of
Preference Shares under the Preference Share Subscription Agreement;

(E) approved the making of the applications for Admission and Preference
Admission; and

{F) authorised (or authorise, as the case may be) all necessary steps to be taken
by the Company in connection with each of the above matters.

The Company irrevocably authorises gach of the Joint Sponsors to give to the
Registrars and/or Euroclear any instructions consistent with this Agreement and/or the
Issue Documents that it reasonably considers to be necessary for, ot incidental to, the
performance of its functions as joint sponsor or joint bookrunner or placing agent (as the
case may be).
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The Company acknowledges that the Joint Sponsors’ responsibilities as sponsors
pursuant to the Listing Rules are owed solely fo the FSA and that agreeing to act as
sponsor does not of itself extend any duties or obligations to any one else, including the
Company.

ALLLOTMENT OF THE NEW SHARES, CONSIDERATION AND REGISTRATION

The Company shall, prier to Admission, pursuant to a resolution of the Board, allot,
conditional only on Admission, the New Shares fo the Open Offer Acceplors in each
case in accordance with the terms of the Open Offer Documents.

The Company shall, in relation to the Placing, as soon as reasonably practicable
following receipt of the Placing Schedule and in any event (subject only to such receipf)
prior to Admission:

(A) as regards the New Shares required by Placees to be certificated shares,
pursuant to a resolution ¢f the Board, allot, conditional only upon Admission,
such New Shares as certificated shares, subject to the prior consent of HM
Treasury and to the terms of the Placing Documents, to the Placees of such
New Shares in the proportions set out in the Placing Schedule; and

B) as regards the New Shares which are required by Placees to be unceriificated
shares, pursuant to a resolution of the Board, allot, conditional only upon
Admission, such New Shares as uncertificated shares, subject to the prior
consent of HM Treasury and to the terms of the Placing Documents;

(i) in the case of Placees procured by UBS, to such CREST account of
such person as will be nofified by UBS to the Company no later than
five Business Days prior to Admission, such person to hold such New
Shares as nominee for such Placees; and

(i) in the case of Placees pracured by Merrill Lynch, to such CREST
account of such person as will be notified by Merrill Lynch to the
Company nc later than five Business Days prior to Admission, such
person to hold such New Shares as nominee for such Placees.

The consideration for the allotment and issue of the New Shares fo the Open Oifer
Acceptors and the Placees pursuant to clauses 4.1, 4.2 and 6.3 shall be the transfer to
the Company by one of the Joint Sponsors (or a third party to whom its obligations
under the Subscription and Transfer Agreement are novated), in its capacity as
subscriber for the Consideration Shares, of the Consideration Shares pursuant {¢ the
Subscription and Transfer Agreement. Subject to Admission taking place, one of the
Joint Sponsors (or a third party fo whom its obligations under the Subscription and
Transfer Agreement are novated) shall, as shall be set out in the Subscription and
Transfer Agreement and in its capacity as subscriber for the Consideration Shares,
deliver to, or as may be directed by, the Company duly executed instruments of transfer
in respect of the Consideration Shares held by it, by which the Consideration Shares
are transferred to the Company {or such perscns as the Company may direct), For the
avoidance of doubt, UBS and Merrill Lynch will be under no obligation to subscribe for
Consideration Shares in an amount in excess of the amount received by them {a) from
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Placees (other than HM Treasury); (b) from Qualifying Shareholders pursuant to the
Open Offer; and (c) from HM Treasury,

Following delivery of the instruments of transfer in respect of the Consideration Shares
in accordance with clause 4.3, the Company shall procure that the Receiving Agent will,
without delay on the day of Admission:

(A) effect the registration, without registration fee, of the persons referred to in
clauses 4.1 and 4.2(B) above and, as appropriate, HM Treasury (or its nominee)
in accordance with clause 6.3, as the holders of the relevant New Shares and
shall procure that such New Shares are credited to any relevant accounts as
specified in CREST {without charging any administration fee); and

(B8) effect the registration, without registration fee, of the Placees referred to in
clause 4.2(A) in the register of members and, fo issue definitive carlificates.

The New Shares will, as from the date when they are issued, rank pari passu in all
respects with, and be identical to, the Ordinary Shares then in issue and will rank in full
for all dividends and other distributions declared, made or paid on the Ordinary Shares
after such date of issue. The New Shares and the Preference Shares shall be allotted
and issued free from all Adverse Interests,

OVERSEAS SHAREHOLDERS

The Company shall procure that no Application Forms and no copies of the Prospectus
{or any Supplementary Prospectus) shall be posted to Prohibited Shareholders and that
no Open Offer Entitlernents are credited to stock accounts in CREST of Prohibited
Shareholders unless they have supplied the Company with an address in the United
Kingdom for the giving of notices to tham.

The Application Forms, together with the Prospectus and any Supplementary
Prospectus shall specify, fo the reasonable satisfaction of the Joint Sponsors, such
procedures as to ensure that no New Shares are credited to the account or for the
benefit of any person located in the United States unless they have established to the
reascnable satisfaction of the Company that, in the case of US Shareholders, they are
qualified institutional buyers ("QIBs") as defined in Rule 144A under the Securities Act
or accredited investors as defined in Rule 501 under the Securities Act, or in the case of
Prohibited Shareholders, they may take up their entitlements to the New Shares in
accordance with an applicable exemption from local securities laws.,

The Company shali not without the written consent of the Joint Sponsors, not to be
unreasonably withheld, make the New Shares available to the holders of American
Depositary Shares representing the Ordinary Shares with respect to any Ordinary
Shares underlying such holder’s American Depositary Shares.

Each of the Joint Sponsors (severally and not joinily or joinfly and severally) and the
Company acknowledges and agrees that offers and sales of New Shares will be made
as described in the Prospectus and in accordance with the terms of this Agreement.
The rights of Prohibited Shareholders and US Shareholders to participate in the Cpen
Offer and Placing shall be limited as set out in the Prospectus and in this Agreement.
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Itis agreed and understood that the New Shares do not meet the eligibility requirements
of Rule 144A under the Securities Act.

Each of the Company and the Joint Sponsors (severally and not jointly or jointly and
severally) confirms and agrees that except in relation to each Member State of the EEA
which has implemenied the Prospectus Directive (each a “Relevant Member State”),
none of the New Shares have been or will be offered to the public for the purposes of
the Prospectus Directive in that Relevant Member State prior to the publication of a
prospectus in relation to the New Shares which has been approved by the competent
authority in that Relevant Member State or, where appropriate, approved in another
Relevant Member State and notified to the competent authority in that Relevant Member
State, all in accordance with the Prospectus Direclive, except:

(A) fo legal entities which are authorised or regulated to operate in the financial
markets or, if not s0 authorised or regulated, whose corporate purpose is solely
to invest in securities;

(B) to any legal entity which has two or more of:
(i) an average of at least 250 employees duiing the last financial year;
ii) a total batance sheet of more than €43,000,000; and

(i) an annual net turnover of more than €50,000,000, as shown in its last
annual or consolidated accounts; or

(C) in any other circumstances which do not require the publication by the
Company of a prospectus pursuant to Article 3 of the Prospecius Directive,

provided that no such offer of any New Shares shall result in a requirement for the
publication of a prospectus pursuant to Article 3 of the Prospectus Directive or any
measure implementing the Prospectus Directive in the Relevant Member State.

For the purposes of this provision, the expression an "offer of New Shares to the
public” in relaticn to any New Shares in any Relevant Member State means the
communication in any form and by any means of sufficient information on the terms of
the offer and the New Shares to be offered so as to enable an investor {o decide to
purchase or subscribe for the New Shares, as the same may be varied in that Member
State by any measure implementing the Prospectus Directive in that Member State.

Each of the Company, HM Treasury and the Joint Sponsors (severally and not jointly or
jointly and severally) acknowledges and agrees that the New Shares and the Open
Offer Entitlements have not been and will not be registered under the Securities Act and
may not be offered or sold except in accordance with Rule 903 of Regulation S, to QlBs
or fo certain pre-identified US employees of the Company who are accredited investors
(as defined in Rule 501 under the Securities Act) only if such employees have executed
and delivered to the Company an investor letter in a form reasonably satisfactory o the
Joint Sponsors and HM Treasury, in each case pursuant to an exemption from, or in a
transaction not subject to, the registration requirements of the Securities Act.
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Each of the Company, HM Treasury and the Joint Sponsors (severally and not jointly or
jointly and severally) represents, warrants and agrees that it;

(A) has not engaged and will not engage in any directed selling efforts (within the
meaning of Regulation 3) in the United States with respect to the New Shares;

(B) has not offered or sold and will not offer or sell New Shares in the United States
by means of any form of general solicitation or general advertising within the
meaning of Rule 502(¢) under the Securities Act or in a manner involving a
public offering within the meaning of Section 4(2) of the Securities Act;

(C) has only solicited and will only solicit subscriptions of and has only offered or
sold and will only offer or sell the New Shares:

(i) fo persons that it reasonably believes are QIBs pursuant to an
exemption from, or in & transaction not subject to, the registration
reqguirements of the Securities Act, ("QIB Purchasers™) and only if such
QIB Purchasers have executed and delivered an investor letter in the
form of Schedule 5 of this Agreement, which in the case of the Joint
Sponsors does not need to be until the delivery of any New Shares to
any such QIB Purchasers;

(ii) to certain pre-identified US ernployees of the Company who are
accredited investors (as defined in Rule 501 under the Secuiities Act)
only if such employees have executed and delivered to the Company an
investor letter in a form reasonably satisfactory to the Joint Sponsors in
accordance with an applicable exemption from local securities laws;

{iii) in reliance upon and in compliance with Regulation S; or

(iv) o Prohibited Shareholders in accordance with an applicable exemption
from local securities laws and in reliance upon and in cempliance with
Regulation S; and

D has complied and will comply with all applicable provisions of FSMA and all
other applicable securities laws with respect to anything done by it in relation to
any New Shares in, from or otherwise involving the United Kingdom.

The Company acknowledges and agrees that it has not, directly or indirecily:

{A) made nor will it make offers or sales of any security;

(8) solicited nor will it solicit offers or sales of any security;

{C) otherwise negotiated nor will it negotiate in respect of any security;

(D) taken nor will it take any other action,

in any of the foregeing cases under circumstances that would require registration of the
New Shares under the Securities Act.
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For so long as any New Shares are "restricted securities” within the meaning of Rule
144(a)(3) under the Securities Act, the Company will during any period in which if is
neither subject to Secticn 13 or 15(d} of the Exchange Act nor exempt from reporting
pursuant to Rule 12g3-2(b) thereunder, provide to any holder or beneficial owner of
such restricted securities or to any prospective purchaser of such restricted securities
designated by such holder or beneficial owner, upon the request of such holder,
beneficial owner or prospective purchaser, the information required to he provided by
Rule 144A(d){4) under the Securities Act; this undertaking is also for the benefit of the
nolders and heneficial owners from time to time of such restricted securities and
prospective purchasers designated by such holders or beneficial owners from time to
time.

The Company shall ensure that each of its Affiliates and each person acting on behalf of
the Company or its Affiliates (other than the Joint Sponsors and their respective Affiliates
and persons acting on behalf of any of the Joint Sponsors and their respective Affiliates)
has complied and will comply with clauses 5.6, 5.7, 5.8 and 5.9.

Each of the Joint Sponsors shall ensure that each of its Affiliates and each person
acting on its behalf or on behalf of its Affiliates has complied and will comply with
clauses 5.8, 5.7 and 5.8.

HM TREASURY ACQUISITION
For the purposes of this clause §;

(A) "Accepted Shares” shail mean any New Shares in respect of which an
Acceptance has been made before 11.00 a.m. on the Closing Date;

(B) "Non-Accepted Shares" shall mean any New Shares which are not Accepted
Shares together with any New Shares which are freated as Non-Accepted
Shares pursuant to clauses 6.1(C); and

(C) the Company shall, with the consent of HM Treasury, be entitled to treat as Non-
Accepted Shares:

(i) any New Shares comprised in an Acceptance which has been validly
rejected by the Company, with the censent of HM Treasury, not later
than 2.00 p.m. on the Closing Date in accordance with the terms of the
Open Offer, by reason of insufficient evidence as to identity having been
received by that time in accordance with the procedures maintained by
the Registrars under the Money Laundering Regulations 2007;

(i) any New Shares comprised in an Acceptance which has been validly
withdrawn pursuant to the rights of investors to withdraw acceptances in
accordance with Section 87Q of FSMA,;

iii) any New Shares comprised in an Acceptance in respect of which

cleared payment has not been received by 5.00 p.m. on the third
Business Day following the Closing Date (the “Relevant Time"); and
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(iv) any New Shares comprised in any other Acceptance which the
Company, with the consent of HM Treasury, has elected not later than
2.00 p.m. on the Closing Date to treat as invalid, in accordance with the
terms of the Open Offer.

Without prejudice to clause 8, if there are no Non-Accepted Shares, obligations with
regards to Non-Accepted Shares under this clause § will cease.

If by the Relevant Time there are Non-Accepted Shares for which no Placees have
been arranged and consented to by HM Treasury (being "Residual Shares”) and
subject to the conditions set out in clause 2.1 having been satisfied or, where permitied
by clauses 2.5 to 2.7, waived or treated as waived and to this Agreement not having
been terminated under clause 2.8 or clause 13, and subject to clause 8.4, HM Treasury
shall itself (or shall procure that its nominee shall} acquire such Residual Shares at the
{ssue Price and on the terms, subject to the conditions and on the basis of the
information contained in the Issue Documents and in reliance on the Warranties given
under ¢lause 10 and HM Treasury shall, on the date of Admission, pay the relevant
acquisition monies fo the bank account referred to in clause 2.4 which shall constitute a
complete discharge of HM Treasury's obligations to make payment in respect of the
Residual Shares. If, following the Relevant Time, payment is dishonoured in respect of
any Acceptances previously made, the relevant New Shares shall be dealt with in
accordance with the terrns of the Open Offer and shall not be Residual Shares.

As between the Company and the Joint Sponsors, any amounts received by the Joint
Sponsors under clause 6.3 or from Placees or from Ordinary Shareholders shall be
received and held by the relevant Joint Sponsor, and the Corpany shall have no right to
receive such amounts from the Joint Sponsors or HM Treasury. Such amounts will be
received by the Joint Sponsors and shall be applied in payment for the JerseyCo
Preference Shares.

If HM Treasury (or its nominee) acquires New Shares pursuant fo this clause 8, it has, in
addition to any other rights and remedies it may have, the rights and remedies of a
person acquiring New Shares on the basis of the Issue Documents.

If HM Treasury {or its nominee) acquires New Shares pursuant to this ¢lause 8, then the
Company agrees that it shall, on the date of Admission, enter info a registration rights
agreement with HM Treasury in form and substance reasonably satisfactory to HM
Treasury and the Company.

The Company confirms to the Joint Sponsors that any information which the Joint
Sponsors may obtain as to whether or not Placees have been procured to take up any
Non-Accepted Shares or, if any such Placees have been so procured, as to the
identities of any such persons, is not information obtained by the Joint Sponsors as
financial advisers to the Company. Accordingly (and notwithstanding any relationship
which Joint Sponscrs may have with the Company as financial adviser), the Joint
Sponsors shall be under no obligation to disclose to the Company any of such
information.

Without prejudice to the condition in clause 2.1(2), in the event that a Supplementary
Prospectus is issuwed by the Company two or fewer Business Days prior to the Closing

204341710404 CEOR2870002 PIRD 041108:1538




8.9

71

7.2

7.3

7.4

38

Date (or such later date as may be agreed between the parties) all references to
Closing Date in this Agreement (other than in this ¢lause 6.8) shall be deemed to be the
date which is three Business Days after the date of issue of the Supplementary
Prospectus and all dates in this Agreement referenced to the Closing Date shall also he
extended mutatis mutandis and the obligations of the parties under this Agreement
shall, to the extent applicable, be required to be performed by the relevant paity by
reference to such exiended dates.

Each paity shall execute such documents (including, without limitation, any agreement
varying the terms of this Agreement) and do such acts and things as may be required
for the purpose of giving full effect to the extension of the timetable for the Placing and
Open Offer as contemplated by clause 6.8 above.

CAPACITY

Any transaction carried out by the Joint Sponsors pursuant te clause 3.3 will constitute a
transaction carried out in the capacity of agent af the request of the Company and not in
respect of the Joint Sponsors' own account.

Notwithstanding that the Joint Sponsars may act as the Company's agent in connection
with the Placing and Open Offer, the Joint Sponsors and any of their respective Affiliates
and/or their agents may:

(A) receive and keep for their own benefit any commissions, fees, brokerage or
other benefits paid to or received by them in conneaction with the Placing and
Open Offer and shall not be liable to account to the Company for any such
commissions, fees, brokerage or other benefits; and

(B) acting as investors for their own account, take-up their entitiements to, or
subscribe for or purchase New Shares in the Open Offer and, in that capacity,
may refain, purchase, sell or offer to selt for their own account(s) such New
Shares and any securities of the Company or related investments issued
otherwise than in connection with the Placing and Open Offer.

The Joint Sponsors will not be responsible for any loss or damage to any person arising
from any insufficiency or alleged insufficiency of the amount obtained from the Placing,
the Open Offer or the Preference Share Subscription or from the timing of any such
transaction.

The Company acknowledges and agrees that HM Treasury and the Joint Sponsors are
acting solely pursuant to a contractual relationship with the Company on an arm’s length
basis with respect to the Placing and Open Offer and the Preference Share Subscription
(including in connection with determining {he terms of the Placing and Open Offer and
the Preference Share Subscription} and not, in relation to the Placing and Open Offer or
the Preference Share Subscription, as financial advisers (except, in the case of Merrill
Lynch and UBS, solely on and subject ta the strict terms of the Engagement Letters) or
fiduciaries to the Company or any other person. Additionally, the Company
acknowledges that neither HM Treasury nor the Joint Sponsors are advising the
Company or any other person as to any legal, tax, investment, accounting or regulatory
matters in any jurisdiction. The Company shall consult with its own advisors conceming
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such matters and shail be responsible for making its own independent investigation and
appraisal of the transactions contemplated hereby and neither HM Treasury nor the
Joint Sponsors shall have any responsibility or liability fo the Company with respect
thereto. The Company further acknowledges and agrees that any review by HM
Treasury andfor the Joint Sponsors {or their respective advisers and agents) of the
Company, the Placing and Open Offer, the Issue Documents and other matters relating
thereto will be performed solely for the benefit of HM Treasury and/or the Joint Sponsors
and shall not be on behalf of the Company or any other person. This is without
prejudice to any obligations of the Joint Sponsors under the FSA Rules.

FEES, COMMISSIONS, EXPENSES AND VAT

Subject to clause 8.2, in consideration of HM Treasury and the Joint Sponsors agreeing
to provide their services under this Agreement, the Company shall pay:

(A) to HM Treasury a commission of 0.5 per cent. of the aggregate value of the
New Shares at the issue Price per New Share;

(B) subject to Admission occuiring, to HM Treasury a further commission of 1 per
cent. of the aggregate value of the New Shares acquired by Placees (including
for the avoidance of doubt HM Treasury) at the Issue Price per New Share; and

(C) each of HM Treasury and the Joint Sponsors’ legal and other costs and
expenses (properly incurred in the case of the Joint Sponsors) and the costs
and expenses of HM Treasury's financial advisers, in each case incurred for the
purpose of or in connection with the Placing and Open Offer, the Preference
Share Subscription or any arrangements referred to in, or coniemplated by, this
Agreement, the Preference Share Subscription Agreement or the Placing
Letters.

With respect to the fees, commissions and expenses payable pursuant to clause 8.1
above:

(A) the commissions referred to in clause 8.1(A) shall be payable on the earlier of
Admission and the second Business Day after the day on which this Agreement
is ferminated;

(B) the commissions referred to in clause 8.1(B) shall be payable on the date of
Admission; and

{C) the expenses referred to in clause 8.1(C) shall be payable whether or not this
Agreement becomes unconditiona! or is terminated for any reason and shall be
pavable on the earlier of Admission and the second Business Day after the day
on which this Agreement is terminated.

Each of the Joint Sponsors shall agree with the Company the amount of any fee to be
paid by the Company to the relevant Joint Sponsor for the services to be performed by
such Joint Sponser under this Agreement. The Company and the relevant Joint
Sponsor shall consult with HM Treasury prior to agreeing such fee.
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HM Treasury may deduct the amount of the commissions and expenses payable under
clause 8.1 fogether with, in each case, an amount in respect of any VAT chargeable
thereon, from any payment to be made by HM Treasury to the Company under clause
6.3.

The Company shall bear all costs and expenses of or incidental to the Placing and
QOpen Offer and the matters contemplated by the Preference Share Subscription
Agreement (including, for the avoidance of doubt, any applicable amounts in respect of
VAT thereon, in accordance with clause 8.8), such expenses including, without
limitation, the fees and expenses of its professional advisers, the cost of preparation,
advertising, prinling and disiribution of the Issue Documents and all other documents
connected with the Placing and Open Offer, the Preference Share Subscription
Agreement, the Subscripfion and Transfer Agreement, the Option Agreement, costs and
expenses of and/or related to JerseyCo, the Registrars' fees, the listing fees of the FSA,
any charges by CREST and the fees of the London Stock Exchange and Euronext. The
Company shall forthwith (and, in relation to VAT, in accordance with clause 8.9) upon
demand by HM Treasury or either of the Joint Sponscrs (accompanied by the relevant
receipt therefor) reimburse such person the amount of any such expenses. This clause
8.5 shall not apply to any Tax, provision for which is, for the avoidance of doubt, made in
clauses 8.6, 8.7, 8.8 and 8.9, except to the extent provided for in clauses 8.6, 8.7, 8.8 or
8.9. Any costs, charges, and expenses arising in connection with the Transfer and
Subscription Agreement and/or the Option Agreement shall be dealt with in accordance
with the terms of such agreements to the extent provided for therein.

The Company shall pay and bear any Stamp Tax which is payable or paid (whether by
HM Treasury either of the Joint Sponsors or otherwise) in connection with the allotment
and issue of the New Shares, the delivery of the New Shares and/or the acquisition of
the New Shares in the manner contemplated by this Agreement or the execution,
delivery, performance or enforcement of this Agreerent, or in connection with any
matters contemplated by the Subscription and Transfer Agreement and/or the Option
Agreement, provided that this clause 8.6 shall not apply to:

(A) any Stamp Tax payable in respect of transfers of, or agreements to transfer,
New Shares subsequent to any such New Shares having been acquired by HM
Treasury in the manner contemplated by this Agreement; or

{8) any starmp duty chargeable at a rate determined under section 67 or 70 of the
Finance Act 1986 or SDRT chargeable under section 93 or 96 of the Finance
Act 1886 other than to the extent that it is provided in the Prospectus that the
Company shall bear the cost of any SDRT which is chargeable in connection
with the issue or transfer to Euroclear Nederland of New Shares acquired by a
Qualifying Shareholder.

References in this clause 8.6 to New Shares include any interest in or rights to allotment
of New Shares.

If either of the Joint Sponsors, HM Treasury or any other Indemnified Person is subject
to Tax in respect of any sum payable under this Agreement, other than any fees or
commission payable under clavse 8.1, clause 8.2 or clause 8.3, or if any such sum is
taken into account in computing the taxable profits or income of either of the Joint
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Sponsors or HM Treasury or such other Indemnified Person, the sum payable shall be
increased to such amount as will ensure that (after payment of such Tax, including, for
the avoidance of doubt, any additional Tax payable as a result of such increase) the
relevant Joint Sponsor or HM Treasury or the relevant Indemnified Person (as the case
may be) refains a sum equal to the sum that it would have received and refained in the
absence of such Tax.

All sums (including, for the avoidance of doubt, any fees or commission payable under
clause 8.1, clause 8.2 or clause 8.3) payable by the Company (the "Payer") o HM
Treasury, to the Joint Sponsors (or any of them) or to any other Indemnified Person (the
"Payee") pursuant to this Agreement are expressed exclusive of any amount in respect
of VAT which is chargeable on the supply or supplies for which such sums (or any part
thereof} is or are the whole or part of the consideration for VAT purposes. If any Payee
makes (or is deemed for VAT purposes o make) any supply to the Payer pursuant to
this Agreement and VAT is or becomes chargeable in respect of such supply, the Payer
shall pay to the Payee (within 14 days of the receipt of a valid VAT invoice) an additional
sum equal to the amount of such VAT,

In any case where the Company is obliged to pay a sum to HM Treasury, to the Joint
Sponsors (or any one of them) or to any other Indemnified Person under this Agreement
by way of indemnity, reimbursement, damages or compensation for or in respect of any
fee, lizhility, cost, charge or expense (the "Relevant Cost"), the Company shall pay to
MM Treasury, to the Joint Sponsors (or any one of them) or to any other Indemnified
Person (as the case may be) at the same time an additional amount determined as
follows:

(A) if the Relevant Cost is for VAT purposes the consideration for a supply of goods
or services made to HM Treasury, to the Joint Sponsors {(or any one of them) or
to any other Indemnified Person (including, for the avoidance of doubt, where
such supply is made to HM Treasury, the Joint Sponsors (or any of them) or any
other Indemnified Person acting as agent for the Company within the terms of
section 47 VATA), such additional amount shall be equal to any input VAT which
was incurred by HM Treasury, by any Joint Sponsor or by any other Indemnified
Person (as the case may be) in respect of that supply and which it is not able to
recover from the relevant Tax Authority; and

(B) if the Relevant Cost is for VAT purposes a disbursement incurred by HM
Treasury, any Joint Sponsor or any other Indemnified Person as agent on behalf
of the Company and the relevant supply is made to the Company for VAT
purposes, such additional amount shall be equal fo any amount in respect of
VAT which was paid in respect of the Relevant Cost by HM Treasury, by any
Joint Sponsor or by any other Indemnified Person, and HM Treasury, the
relevant Joint Sponsor or the relevant other Indemnified Person shall use
reasonable endeavours to procure that the relevant third party issues a valid
VAT invoice in respect of the Relevant Cost to the Company.

COVENANTS

The Company shall comply in all material respects with the Companies Acts, FSMA, the
Prospectus Rules, the Listing Rules, the DTRs and the Admission and Disclosure
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Standards and all other applicable laws and regulations (including the rules of NFSA
and the Euronext Rule Books), in each case insofar as they are relevant to the Placing
and Open Offer (including, for the avoidance of doubt, the alloiment and issue of the
New Shares), the Preference Share Subscription, Admission or Preference Admission.

Except for the publication of the lssue Documents, the Company undertakes to HM
Treaswury and to the Joint Sponsors that, until the close of business on the sixtieth day
after the Closing Date, it shall not, and will procure that each Group Company does not,
publish, make or despatch a public announcement or communication concerning, or
which is reasonably likely to be material in the context of, the Placing and Open Offer or
the Preference Share Subscripiion:

{(A) where the announcement or communication is required by law, the FSA, the
DTRs, the LSE, Euronext or under the Regulations or the rules, practices and
procedures laid down by Euroclear, without pricr consultation with KM Treasury
and the Joint Sponsors (where legally permitted and practicable) and having
due regard to all reasonable requests which HM Treasury or the Joint Sponsors
may make; or

(B) in any other case, without the prior consent of HM Treasury and the Joint
Sponsors as 1o the content, timing and manner of the publication, making or
despatch of the announcement or communication (such consent not {o be
unreasonably withheld).

Between the date of this Agreement and the close of business on the sixtieth day after
the Closing Date, the Company undertakes to HM Treasury and to the Joint Sponsors
that it shall;

(A) not, and shall procure that each Group Company shall not, without the prior
written consent of HM Treasury and the Joint Sponsors, take any steps
(including, without limitation, making any public statement or issuing or
publishing any material or document) which, in the opinion of HM Treasury or
the Joint Sponsors (acting in good faith), would be materially inconsistent with
any expression of policy or intention or statement contained in the Prospectus,
subject in each case to applicable law and reguiation (including the fiduciary
duties of the Directors) (provided that where any Group Company considers
itself, or the directors thereof consider themselves, bound by law or by
regulaiion to take any such steps they shall consult with HM Treasury and the
Joint Sponsors before doing so);

(B) use, and shall procure that each Group Company uses, all reasonable
endeavours to ensure that the Company or Group Company concemed
consults with HM Treasury and the Joint Sponsors as early as reasonably
practicable in advance of the entry into or variation (other than in the ordinary
course of business) of any commitment, agreement or arrangement, or any
Group Company placing itself in a position where it is obliged to announce that
any commitment, agreement or arrangement may be entered into or varied
which, in any case, is either material in the context of the Group or may involve
an increase in the issued capital of a Group Company (other than an increase in
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the issued capital of @ Group Company where all the capital is to be issued to
another Group Corpany);

(C) consult with HM Treasury and the Joint Sponsors as early as reasonably
practicable in advance regarding any public statement or document which
relates to the Group’s results, dividends or prospects, or to any acquisition,
disposal, re-organisation, takeover, management development or any other
significant matter (whether or not similar to the foregoing) and which it or any
Group Company proposes to make or publish; and

(D) consult with HM Treasury and the Joint Sponsors as early as reasonably
practicable in advance with respect to any other information which may be
required to be notified {0 a Regulatory Information Service in accordance with
Chapler 2 of the DTRs.

The Company shall use all reasonable endeavours to procure that employees of the
Company and its subsidiaries and advisers fo and agents of the Company (other than
Joint Sponsors and their respective Affiliates) and its subsidiaries observe the
restrictions set out in clauses 9.2 and 9.3 as if they were parties thereto.

The Company shall not {without the pricr written consent of HM Treasury) directly or
indirectiy, issue, offer, pledge, sell, contract to issue or sell, issue or sell any option or
contract to purchase or subscribe, purchase any option or contract to sell or issue, grant
any option, right or warrant to purchase, deposit into any depositary receipt facility or
otherwise transfer or dispose of (or publicly announce any such issue, pledge, sale,
grant, deposit, transfer or disposal of) any Crdinary Shares or any securities convertible
into or exercisable or exchangeable for Ordinary Shares or enter into any swap or other
agreement that transfers, in whole or in part, directly or indirectly any of the economic
consequences of the ownership of Ordinary Shares at any time before the expiry of the
period of 60 days following Admission save in respect of the New Shares and any
Ordinary Shares to be issued pursuant to the grant or exercise of options, awards or
other rights to acguire Ordinary Shares pursuant to any employee share scheme or the
grant of options or making of awards under the Group's employee share incentive plans
provided that this clause 9.5 shall not prevent the Company from doing any thing or
executing any docurmnent which is conditional upon this Agreement lapsing, failing to
become unconditional or being terminated.

The Company undertakes to make all such announcements conceming the Placing and
Open Offer and the Preference Share Subscription as shall be necessary to comply with
the Listing Rules, the DTRs, the Prospecius Rules, the Admission and Disclosure
Standards and section 118, sections 118Ato 118C inclusive and section 387 of the
FSMA, and the NFSA or which any of the Joint Sponsors or HM Treasury otherwise
reasonably considers to be necessary or desirable and any of the Joint Sponsors and
HM Treasury shall be entitied to make any such anncuncementi if the Company fails (in
the apinion of HM Treasury or such Joint Sponsor acting in good faith} prompftly to fulfit
its obligations under this Clause 9.6.

The Company and the Joint Sponsors undertake to HM Treasury that they will, and the
Company will procure that JerseyCo will, duly and punctually perform all of the
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obligations imposed on each of them respectively and JerseyCo pursuant and subject to
the terms and conditions of the Subscriptien and Transfer Agreement.

The Company and the Joint Sponsors will procure that, once the Subscription and
Transfer Agreement and the Oplion Agreement (and any side letters, cashflow or
security arrangements related thereto) have been exacuted or, as the case may be,
agreed, no amendments or waivers to, or discharges or releases of, the same shall be
made or given without the prior consent of HM Treasury, such consent not to be
unreasonably withheld.

The Company undertakes to provide:

(A) publications, reports and other information with respect to the Company and its
subsidiaries and affiliates and their businesses; and

(B) access to the books and records and management and other employees of the
Company and its subsidiaries and affiliates and their businesses,

as may be required in order to allow HM Treasury (including any agent or nominee of
HM Treasury) to comply fully with all legal and regulatory and other requirements under
the laws and regulations of any jurisdiction applicable to HM Treasury (andfor any such
agent or nominee of HM Treasury) as a direct or indirect consequence of its
shareholdings in the Company, including by acquisition of New Shares and Preference
Shares.

The Company undertakes to HM Treasury that it shall, promptly after Admission, apply

the proceeds of the issue of the New Shares in such manner, in such form and for such
regulatory capital purposes as may be agreed with, HM Treasury, the Bank of England

and the FSA.

The Company underiakes to HM Treasury to comply in full with all statements,
conditions and undertakings which are set out in either the Press Announcement or
Schedule 6. BM Treasury agraes fo discuss with the Company the obligations contained
in paragraphs 1.3, 1.4, 1.5, 3 and 4 of Schedule 6 and consult with the Company with a
view to clarifying their scope.,

The Company undertakes to HM Treasury that, until the date on which the Preference
Shares are redeemed or repurchased in full, the Company shall not:

{A) declare or pay any dividend or make any distribution (whether in cash or
otherwise) on or in respect of the Ordinary Shares or set aside any sum to
provide for payment of any such dividend or distribution (save that the foregoing
restriction shall not apply to a capitalisation issue pursuant to which newly
issued bonus shares are paid up ouf of undistributable reserves provided that,
in the context of any such capitalisation issue, the Company emphasises that
such a distribution would not be a cash distribution); or

(B) redeem, purchase, cance! or otherwise acquire in any way any Ordinary Shares
or effect a reduction of the Ordinary Share capital of the Company which
involves a distribution to Ordinary Shareholders.
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The Company undertakes to HM Treasury that it shall not issue any New Shares which
are to be acquired by HM Treasury pursuant to this Agreement to any person referred to
in section 67 or 70 of the Finance Act 1986 or section 93 or 96 of the Finance Act 1986
(such that stamp duty or SDRT would apply af the rate determined under any such
section) unless HM Treasury requests that such New Shares are to be so issued.

REPRESENTATIONS, WARRANTIES AND UNDERTAKINGS

The Company represents, warrants and undertakes to HM Treasury and to each of the
Joint Sponsors that the representations, warranties and undertakings set out in Part | of
Schedule 3 are true, accurate and not misleading as at the date of this Agreement.

The Company agrees with HM Treasury and with each of the Joint Sponsors that:

(A) each statement set out in Parts | and Il of Schedule 3 (except to the extent that
such statements relate to the Preference Prospectus or any Supplementary
Preference Prospectus) will be true and accurate and not misleading on the
Posting Date, ai such time as a Supplementary Prospectus shall be issued in
accordance with this Agreement (whether before or after Admission), and at
each Time of Sale, if any;

(B) each statement set out in Parts | and Il of Schedule 3 will be true and accurate
and not misleading and immediately prior to Admission,

in each case by reference io the facts and circumstances then existing and will be
treated as Warranties given and/or repeated on such dates. VWarranties shall be
deemed to be repeated under this clause in relation to the relevant document,
announcement or event on the basis that any reference in any such Warmranty to
something being done or something being the case in relaiion to such document,
announcement or event which is expressed in the future tense shall be regarded as
being expressed in the present tense,

The Company will notify HM Treasury and the Joint Sponsors immediately if it comes to
the knowledge of the Company or any of the Directors that any of the Warranties was
breached or untrue or inaccurate when made and/or that any of the Wamanties is or
would be breached or untrue or inaccurate if it were to be repeated by reference to the
facts and circumstances or the knowledge, opinions, intenfions or expectations of any of
the Directors subsisting at any time up to immediately prior to Admission. The
Company will make reasonable enquiries to ascertain whether any of the Warranties
was, or if so repeated would be, breached or untrue or inaccurate and as to whether a
Specified Event has occurred.

If, at any time prior to Admission, HM Treasury and the Joint Sponsors shall receive a
notice pursuant to clause 10.3 or otherwise become aware of any of the Warranties
being or becoming or being likely (if repeated as referred to in clause 10.3) to become
untrue or inaccurate, HM Treasury and the Joint Sponsors may (without prejudice to any
other provision of this Agreement) require the Company, at its own expense, to make or
procure the making of such announcement or announcements and/or despaich such
communication to Ordinary Shareholders as HM Treasury and the Joint Spensors shall,
in their absolute discretion but after consultation with the Company, consider necessary.
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The Warranties shall remain in full force and effect notwithstanding completion of the
Placing and Open Offer and the Preference Share Subscription and all other matters
and arrangements referred to in or contemplated by this Agreement and the Preference
Share Subscription Agreement.

The Company will deliver to HM Treasury and the Joint Spensors a certificate in the
form set out in Part A of Schedule 1 prior to and with effect immediately before
Admission and in the form sat out in Part B of Schedule 1 prior to and with effect
immediately before the issue of any Supplementary Prospectus or Supplementary
Preference Prospectus and at each Time of Sale, if any.

The Company acknowiedges that HM Treasury and the Joint Sponsors are entering into
this Agreement in reliance on the Wairanties and each such representation, warranty
and undertaking shall not be limited by reference (express or implied) to the terms of
any other representation, warranty or undertaking or any other provision of this
Agreement.

For the purposes of this clause 10 and Schedule 3, references to the knowledge,
awareness or helief of the Directors or the Company in respect of matters relating io the
Group shall be read and construad as references to such knowledge, awareness or
belief after due and careful enguiry.

The Company undertakes to HM Treasury and to the Joint Sponsors:

(A) promptiy to give notice to HM Treasury and to the Joint Sponsors of the
occurrence of any Specified Event, which shall come fo the knowledge of the
Company prior to the earlier of;

(i) this Agreement being terminated in accordance with its terms; and

(i) the date of aliotment of the New Shares pursuant to clauses 4 and/or 6
(as appropriate) (whichever is later); and

(B) not to cause and to use all reascnable endeavours not to permit, and fo procure
that each Group Company and the Directors do not cause and use all
reasonable endeavours not to permit, any Specified Event to occur before the

earlier of:
(i) this Agreement being ferminated in accordance with its terms; and
{ii} the date of allotment of the New Shares pursuant to clauses 4 and/or 6

{as appropriate) (whichever is later),

provided that any breach of the covenant in this clause 10.9(B) will not give rise
to a remedy in damages against the Company in respect of such breach in
circumstances where this Agreement has been terminated pursuant to clause
13 as a result of a Specified Event.

10,10 For the purpose of clauses 10.9(A) and 10.8(B), each of the Warranties and the

undertakings contained in this clause 10 shall take effect with the exclusion of any
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gualification contained therein with respect to the knowledge, information, awarenass or
belief of the Company or any of the Directors or any other person.

Each Joint Sponsor severally represents, warrants and undertakes fo the Company that
itis an “accredited investor” as defined in Rule 501(a) of Regulation D under the
Securifies Act.

INDEMNITIES

The Company agrees to fully and effectively indemnify and hold harmless each
Indemnified Parson on an after-Tax basis from and against any and all Losses or
Claims, whatsoever, as incurred (and whether or not the relevant Loss or Claim is
suffered or incurred or arises in respect of circumstances or events existing or occurring
before, on or after the date of this Agreement and regardless of the jurisdiction in which
such Loss or Claim is suffered or incurred) if such Losses or Claims, arise, directly or
indirectly, out of, or are attributable to, or connected with, anything done or omitted to be
done by any person (including by the relevant Indemnified Person) in connection with
the Placing and Open Offer, the Preference Share Subscription, Admission, Preference
Admission or the arrangements contemplated by the Issue Documenis, the Preference
Share Subscription Agreement or any of them {or any amendment or supplement to any
of them), or this Agreement or any other agreement relating to the Placing and Open
Offer (including, without limitation, the Subscription and Transfer Agreement and the
Option Agreement) or the Preference Share Subscription, including but not limited to;

(A) any and all Losses or Claims whatsoever, as incurred, arising out of the Issue
Documents, or any of them (or any amendment or supplement fo any of them)
not containing or fairly presenting, or being alleged not to contain or not to fairly
present, all information required to be contained therein, or arising out of any
untrue or inaccurate staterment or alleged untrue or inaccurate statement of a
material fact contained in the Issue Documents, or any of them (or any
amendment or supplement to any of them), or the omission or alleged omission
therefrom of a fact necessary in order to make the statements therein not
misleading in any material respect, or any statement therein being or being
alleged to be in any respect not based on reasonable grounds, in the light of the
circumstances in which they were made; and/or

(B) any and all Losses or Claims whatsoever, as incurred, arising out of any breach
or alleged breach by the Company or JerseyCo of any of its obligations,
including any of the Warranties, or the representations, covenants and
undertakings sef out in this Agreement or out of the arrangements contemplated
by the 1ssue Documents or the Preference Share Subscription Agreement, or
any of them (or any amendment or supplement to any of them} or this
Agreement or any other agreement relating to the Placing and Open Offer
(including, without limitation, the Subscription and Transfer Agreement and the
Option Agreement) or the Preference Share Subscription; and/or

(C) any and all Losses or Claims whatsoever, as incurred, in connection with or

arising out of the issue, publication or distribution of the Issue Documents, or
any of them (or any amendment or supplement to any of them) and/or any other
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documents or materials relating to the applications for Admission or Preference
Admission: and/or

(D) any and all Losses or Claims whatsoever, as incurred, in connection with or
arising out of any failure or alleged failure by the Company or JerseyCo or any
of the Directors or any of its or his agents, employees or advisers fo comply with
CA 1985, CA 2006, FSMA, the Listing Rules, the Prospectus Rules, the DTRs,
the rules and regulations of the London Stock Exchange and the Admission and
Disclosure Standards, the NFSA and the Euronext Rule Books or any other
requirement or statute or regulation in any jurisdiction in relation to the
applications for Admission or Preference Admission, the Placing and Open
Offer, or the arrangaments contemplated by the Issue Documents and the
Preference Share Subscription Agreement (including, without limitation, the
issue and allotment of the New Shares and the Preference Shares}, or any of
them (or any amendmeni or supplement to any of them), or this Agreement or
any other agreement relating te the Placing and Open Offer (including, without
limitation, the Subscription and Transfer Agreement and the Option Agreement)
or the Preference Share Subscription; and/or

(E) any and all Losses or Claims whatsoever, as incurred, suffered or incuired by
such Indemnified Person:

(i) as a person who has communicated or approved the contents of any
financial promotion (other than the Issue Documents, or any of them, or
any amendment or supplement to any of them) made in connection with
the Placing and Open Offer or the Preference Share Subscription or the
applications for Admission for the purpose of section 21 of FSMA,;

{ii} {in the case of each of the Joint Sponsors only) in their capacity as
sponsor to the Company’s applications for Admission and as sponsor in
refation to the publication of the Circular; or

(iii} in connection with the performance of its obligations under the
Subscnipticn and Transfer Agreement or the Option Agreement or the
arrangements contemplated or referred to therein {including, for the
avoidance of doubt, any side letters, cashflow or security arrangements
related thereto),

PROVIDED THAT, the indemnity contained in this clause 1.1 shall not apply io any
Losses or Claims (i) in respect of HM Treasury (otherwise than in connection with the
matters referred to in clauses 11.1(A), (B), {C), (D) and (E)) to the extent finally and
judicially determined to have arisen as a result of the fraud, bad faith or wilful default of
that HMT Indemnified Person; (ii) in respect of UBS and Merrill Lynch (otherwise than in
connection with the matters referred to in clauses 11.1(A), (B), (C) and (D)) to the extent
finally and judicially determined to have arisen as a result of the fraud, gross
negligence, bad faith or wilful default of that UBS Indemnified Person or that Merrill
Lynch Indemnified Person or (jii) if and to the extent arising out of a decline in market
value of the New Shares suffered or incuited by HM Treasury as a result of it having
been reguired to acquire New Shares pursuant to clause 6 or Preference Shares
pursuant to the Preference Share Subscription Agreement, save to the extent such
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decline is caused by or resulis from or is atfributable to or would not have arisen but for
(in each case directly or indirectly) the neglect or default of the Company in relation to
the content, publication, issue or distribution of the Issue Documents or any breach by
the Company of any of its obligations under this Agreement, including any of the
Wairanties, representations, undertakings or covenants or under the Preference Share
Subscription Agreement. This clause 11.1 shall not apply to any Loss or Claim in
respect of Tax which is covered by clauses 8.6, 8.7, 8.8 and 8.9 (or which would have
been so covered but for any exclusion contzined therein).

Each Indemnified Person shall and shall procure that its indemnified Persons shall:

(A) give notice as promptly as reasonably practicakle to the Company of any action
commenced against it after receipt of a written notice of any Claim or the
commencement of any action, claim, suit, investigation or proceeding in respect
of which a Claim for indemnification may be sought under this clause 11; and

(B} as promptly as reasonably practicable notify the Company after any such action
is formally commenced (by way of service with a summons or other legal
process giving information as to the nature and basis of the claim),

and shall keep the Company informed of, and, to the extent reasonably practicable,
consult with the Company in relation to, all material developments in respect thereof,
but in each case, only insofar as may be consistent with the terms of any relevant
insurance policy and provided (in each case) that to do so would not, in such
Indemnified Person's view (acting in good faith), be prejudicial to it {or to any
Indemnified Person connected to it) or to any obligation of confidentiality or other legal
or reguiatory obligation which that Indemnified Person owes {o any third party or to any
regulatory request that has been made of it. However, the failure to so notify the
Company and keep the Company informed shall nof refieve the Company from any
liability hereunder fo the extent it is not materially prejudiced as a result thereof and in
any event shall not relieve the Company from any liability which it may have otherwise
than on account of the indemnity set out in this clause 11.

Legal advisers for Indemnified Persons shall be selected by HM Treasury in respect of
HMT Indemnified Persons, UBS in respect of UBS Indemnified Persons and Merrill
Lynch in respect of Merrill Lynch Indemnified Persons. The Company may participate at
its own expense in the defence of any action commenced against it provided however
that legal advisers for the Company shall not (except with the consent of the relevant
Indemnified Person) also be legal advisers for the Indemnified Person.

In no event shall the Company be liable for fees and expenses of more than onsg legal
adviser (in addition to any local legal advisers) separate from its own legal advisers for
all UBS Indemnified Persons and Merrilt Lynch Indemnified Persons in connection with
any one action or separate but similar or related actions in the same jurisdiction arising
out of the same general allegations or circumstances.

The Company shall not, without the prior written consent of the relevant Indemnified
Persons (acting in good faith), settie or compromise or consent to the entry of any
judgment with respect to any litigation, or any investigation or proceeding by any
governmental agency or body, commenced or threatened, or any claim whatsoever in
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respect of which indemnification or contribution ¢ould be sought under this clause 11 or
clause 12 (whether or not the Indemnified Persons are actual or potential parties
thereto), unless such seftlement, compromise or consent:

{A) includes an unconditional release of each Indemnified Person from all liability
arising out of such litigation, investigation, proceeding or claim; and

(B) does not include a statement as to or an admission of fault, culpability or a
failure to act by or on behalf of any Indemnified Person.

The Company will promptly notify HM Treasury and each of the Joint Sponsors of any
limitation (whenever arising} on the extent to which the Company and/or any of its
respeciive subsidiary undertakings, affiliates, or associates may claim against any third
party or parties and/or of any waiver or release of any right of the Company to so claim
(each a “Limitation”) in respect of anything which may arise, directly or indirectly, out of
or is based upon or is in connection with the Placing and Open Offer, the Preference
Share Subscription, Admission, Preference Admission or the subject matter of the
obligations or services fo be performed under this Agreement or in connection with the
Placing and Open Offer, the Preference Share Subscription, by HM Treasury or by the
Joint Sponsors or on its or their behalf. Where any damage or loss is suffered by the
Company for which any Indemnified Person would otherwise be jointly and severally
liable with any third party or third parties to the Company, or any of its relevant
subsidiary undertakings, affiliates, or associates, the extent to which such damage or
loss will be recoverable from the Indemnified Person shall be limited so as to be in
proportion to the contribution of the Indemnified Person o the overall fault for such
damage or loss, as agreed between the parties, or, in the absence of agreement, as
determined by a court of competent jurisdiction, but in any event, the indemnified
Person shall have no greater liability than if the Limitation did not apply.

The degree to which any Indemnified Person shall be entitled to rely on the work of any
adviser to the Company or any other third party will be unaffected by any limitation (as
defined in clause 11.6) which the Company may have agreed with any third party.

The provisions of this clause 11 will remain in full force and effect notwithstanding the
completion of all matters and arrangements referred to in or contemplated by this
Agreement.

CONTRIBUTION

If and to the extent that the indemnification provided for in clause 11 is unavailable to or
insufficient fo hold harmless (to the extent specified in clause 11} an Indemnified Person
in respect of any Loss or Claim referred to therein, then the Company, in lieu of
indemnifying such Indemnified Person thereunder, shall contribute to the amount paid or
payable by such Indemnified Person as a result of such Loss or Claim (i} in such
proportion as is appropriate to seflect the relative benefits received by the Company on
the one hand and HM Treasury or the Joint Sponsors on the other hand from the
Placing and Open Offer or (ii} if the allocation provided by sub-clause (i) above is not
permitied by applicable law, in such proportion as is appropriate (o reflect not only the
relative benefits referred to in sub-clause (i) above but also the relative fault of the
Company on the one hand and HM Treasury or the Joint Sponsors on the othar in

20434110404 CEOS2870002 FIRD 0411081538




12.2

12.3

12.4

13.

131

51

connection with the statements or omissions that resulted in such losses, claims,
damages or liabilities, as well as any other relevant equitable considerations. The
relative benefits received by the Company on the one hand and HM Treasury on the
other shall be deemed to be in the same respective proportions respeciively as the total
fees received by HM Treasury pursuant fo this Agreement bear to the aggregate issue
Price, The relative benefits received by the Company on the one hand and the Joint
Sponsors on the other shall be deemed fo be in the same respective proportions
respectively as the amount paid up on the Consideration Shares by the Joint Sponsors
and the total fees received by the Joint Sponsors, as set forth in the Engagement
Letiers and not paid to Placees, bear to the aggregate Issue Price, The relative fault of
the Company on the one hand and HM Treasury or the Joint Sponsors on the other
shall be determined by reference to, among other things, whether the untrue or alleged
untrue statement of a material fact or the omission or alleged omission to state a
material fact relates to information supplied by the Company or by HM Treasury or the
Joint Sponsors and the parties’ relative intent, knowledge, access to information and
opportunity to correct or prevent such statement or omission,

Notwithstanding the provisions of this clause 12 neither HM Treasury nor the Joint
Sponsors will be entitled to recover from the Company by way of contribution under
clause 12.1 any amount in excess of the amount that the Company would have been
liable to pay to HM Treasury or to the Joint Sponsors (as the case may be) had the
indemnification provided for in the clause 11 been available to the extent provided in
that clause in respect of the relevant Loss or Claim.

The parties hereto agree that it would not be just and equitable if contribution pursuant
to this clause 12 were determined by pro rata allocation (even if HM Treasury and the
Joint Sponsors were treated as one enfity for such purposes) or by any other method of
allocation that does not take account of the equitable considerations referred to in
clause 12.1. The amount paid or payable by an Indemnified Person as a result of the
Loss or Claim referred (o in clause 12.1 shall be deemed to include, any legal or other
expenses incurred by such Indemnified Person in connection with investigating or
defending any such action or claim.

The indemnity and contribution agreements contained in this clause 12 are in addition to
and shall not be construed to limit, affect or prejudice any liability which the Company
may otherwise have to the Indemnified Persons referred to above or any other right or
remedy in law or otherwise available to any Indemnified Person.

TERMINATION

If following the date of this Agreement but before Admission it shall come to the notice of
HM Treasury or either of the Joint Sponsors that:

(A) any statement contained in the Issue Documents (or any amendment or
supplement thereto) has become or been discovered fo be untrue, inaccurate or
misleading; or

(B) matters have ansen or have been discovered which would, if any of the Issue
Documents {or any amendment cr supplement thereto) were o be issued at
that time, constifute an omission therefrom and which would render any such
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Issue Documents {or any amendment or supplement thereto) to be misleading;
or

there has been a breach of any of the Warranties or of any other provision of
this Agreement or of any representation, warranty or undertaking in or in terms
of the Preference Share Subscription Agreement; or

there has been a breach by the Company or the Joint Sponsors or any other
party thereto of any obligations under the Subscription and Transfer Agreement
or Option Agreement; or

a Specified Event has occurred; or

the Company’s application to the UK Listing Authority for admission of the New
Shares or the Preference Shares to the Official List and/or the Company's
application to the London Stock Exchange for admission to trading of the New
Shares or the Preference Shares on the London Stock Exchange’s market for
listed securities and/or the Company’s admission to Euronext for admission to
listing and trading of the New Shares on the regulated market of Euronext is
withdrawn by the Company and/or refused by the UK Listing Authority or
London Stock Exchange or Euronext (as appropriate),

which, in each case, is in HM Treasury's or either of the Jeint Sponsors' sole judgement,
material in the context of the Group and/or the context of the Placing and Open Offer or
the Preference Share Subscription, Admission or Preference Admission, HM Treasury
or such Joint Sponsor may forthwith give notice thereof to the Company in which case
clause 13.3 shall apply.

If following the date of this Agreement but before Admission:

(A)

(B)

(©)

in the sole opinion of HM Treasury (acting in good faith) there shall have been
any Material Adverse Effect, whether or not foreseeable at the date of this
Agreement; or

any matter has arisen which would require the publication of a Supplementary
Prospecius; or

there has been:

(i) a change in national or intemational financial, political, economic or
stock market conditions (primary or secondary);

{ii} an incident of terrorism, outbreak or escalation of hostilities, war,
declaration of martial law or any other calamity or crisis;

(iii) a suspension or material limitation in trading of the securities of the
Company by the London Stock Exchange or by Euronext on any
exchange or over-the-counter market, or if trading generally on the New
York Stock Exchange, the NASDAQ National Market, the London Stock
Exchange or Euronext has been suspended or limited, or minimum or
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maximum prices for trading have been fixed, or maximum ranges for
prices have been reguired, by any of such exchanges or by such
system or by order of the SEC, the Naticnal Association of Securities
Dealers, Inc. or any governmental authority, or a material disruption has
occurred in commercial banking or securities settlement or clearance
services in the United States or in the EEA; or

a moratorium in commercial banking has been declared by the United
States, the United Kingdom or a member siate of the EEA,

as would in the opinion of HM Treasury, acting in good faith, be likely to
materially prejudice the success of the Placing and Open Offer or dealings in
the New Shares in the secondary market, then HM Treasury may give notice of
any such matter to the Company in which case clause 13.3 shall apply.

Where this clause applies and:

(A)

(B)

notice has been given to the Company pursuant to clause 13.1 or 13.2 by HM
Treasury, HM Treasury may in its sole discretion:

(i)

(ii)

allow the Placing and Open Offer fo proceed on the basis of the Issue
Documenis subject, if HM Treasury so requests, fo (i) the publication of
a Supplementary Prospectus or Supplementary Preference Prospectus
pursuant to section 87G of FSMA {ii) the publication of a supplementary
Circular and (iii) to any additional requirements of the Prospectus Rules
or the FSA, or

if it does not consider it to be necessary that the arrangements
contemplated by this Agreement and by the Preference Share
Subscription Agreement proceed to comipletion in order to maintain the
financial stability of the United Kingdom, give notice to the Company
and to the Joint Sponsors at any time prior to Admission fo the effect
that this Agreement shall terminate and cease to have effect; and/or

notice has been given to the Company pursuant to clavse 13.1 by either of the
Joint Sponsars, then clause 13.4 shall apply.

Where this clause applies, the Joint Sponsor that gave notice to the Company pursuant
to clause 13.1 {the "Notifying Sponsor”) may, having consulted with HM Treasury and
the UK Listing Authority, give notice to the Company and to HM Treasury terminating its
appointment under this Agreement and all obligations of the Notifying Sponsor under
this Agreement shall thergupen terminate and:

(A)

(8)

if an application for Admission andfor a declaration on production of a circular
has been submitted o the FSA, the Notifying Sponsor shall notify the FSA of the
termination of its appointment as sponsor in respect of the Placing and Open
Offer andfor the publication of the Circular;

all references in this Agreement to the Joint Sponsors shall be deemed to be
references to the Joint Sponsor that is not the Notifying Sponsor (if any);
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(9] in respect of the Notifying Sponsor, the Netifying Sponsor shall have no ¢laim
against any other party 1o this Agreement and no other party to this Agreement
shall have any claim against the Notifying Sponsor, in each case for fees, costs,
damages, compensation or otherwise except that:

(i) such termination shall be without prejudice to any accrued rights or
obligations under this Agreement; and

(i) the provisions of this clause 13.4 and clauses 1, 8, 9.1, 8.2, 9.3, 8.4,
8.8, 10, 11, 12, 14, 15, 18, 17, 18 and 19 shall remain in full force and
effect and in particular the Company shall pay the commission and fees
(to HM Treasury) and the costs and expenses as are payable in such
circumstances under and in accordance with clause 8.1 and 8.2; and

()] the Company shall consult with HM Treasury and with any Joint Sponsor that is
not the Notifying Sponser to determine whether a further speonsor should be
appointed in relation to the Placing and Open Offer and/or the publication of the
Circular, as appropriate.

13.5 HM Treasury and the Joint Sponsors shall have no right to terminate this Agreement on
or after Admission, without prejudice to any of the rights and remedies of HM Treasury
and the Joint Sponsors in respect of any breach by the Company of its obligations under
this Agreement.

13.6  Inthe event that this Agreement is terminated by HM Treasury pursuant to the
provisions of this clause 13, no party to this Agreement will have any claim against any
other party to this Agreement for fees, costs, damages, compensation or otherwise
except that:

(A) such termination shall be without prejudice to any accrued rights or obligations
under this Agreement;

(B) the Company shall pay the commissions, fees, costs and expenses as are
payable in such circumstance under and in accordance with clause 8.1 and
clause 8.2; and

(C) the provisions of this clause 13.6 and clauses 1, §, 8.1, 8.2, 9.3, 8.4, 9.6, 8.11,
10, 11, 12, 14, 15, 18, 17, 18 and 18 shall remain in full force and effect.

14. EXCLUSIONS OF LIABILITY

14.1  Without prejudice to clause 14.2, no claim shall be made by the Company or any of its
subsidiary undertakings, affiliates or associates or by HM Treasury, or any of the
directors, officers or employees of any of them in any jurisdiction against any
Indemnified Person to recover any Loss or Claim suffered or incurred by any persen
and which arises oui of the carrying out by any Indemnified Person of obligations or
services in connection with this Agreement, the Preference Share Subscription
Agreement or any other agreements relating to the Placing and Open Offer or
Preference Share Subscription, or in connection with the Placing and Open Offer or
Preference Share Subscription itself except (otherwise than in connection with the
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mafters set out in clauses 11 or 12 or otherwise than as a result of a payment made or
an obligation or liability to make payment arising under clauses 11 or 12) to the extent
only that the Loss or Claim is determined in a final judgement by a court of competent
jurisdiction, in the case of a HMT Indemnified Person, to have resulted from the fraud,
bad faith or wilful default of such HMT Indemnified Person and, in the case of a UBS
Indemnified Person or a Merrill Lynch Indemnified Person, to have resulted from the
fraud, bad faith, gross negligence or wilful default of that UBS Indemnified Person or
Merrill Lynch Indemnified Person.

Notwithstanding any rights or claims which the Company or any of its respective
subsidiary undertakings, affiliates or associates or any of the directors, officers or
employees of any of them may have or assert against the Joint Sponsors in connection
with this Agreement, the Placing and Open Offer, or any of the other arrangements
contemplated by the 1ssue Documents, or any of them, or this Agreement, no claim will
be broughi by the Company or by any of its respective subsidiary undertakings, affiliates
or associates or any of the directors, officers or employees of any of them against any
director or any other officer and/cr employee of any Indemnified Person in respect of
any conduct, action or omission by the individual concerned in connection with this
Agreement or the Placing and Open Offer, or any of the other arrangements
contemplated by the |ssue Documents, or any of them, or this Agreement.

MISCELLANEOUS

For the avoidance of doubt, the Company acknowledges and agrees that itis
responsible for its own due diligence carried ouf in relation to the Placing and Open
Offer and the Preference Subscription and that neither HM Treasury nor any of the Joint
Sponsors shall be respeonsible to the Company or any Director for any gue diligence of
the Company in relation thereto unless it or they have agreed in writing te take specific
responsibility for such due diligence,

The Company agrees that for the purpose of the Placing and Open Offer (including for
the purposes of seeking Placees for the New Shares) and the Preference Share
Subscription and of obtaining Admission and Preference Admission, neither HM
Treasury nor any of the Joint Sponsors shall be responsible for the provision of or
obtaining advice as to the requirements of any applicable laws or regulations of any
jurisdictions nor shall any such person be responsible where it or the Company has
acted in the absence of such advice or in reliance on any advice obtained by the
Company in respect thereof.

GENERAL

Any liability to any party under this Agreement may in whole or in part be released,
compounded or compromised and time or indulgence may be given by any party inits
absolute discretion as regards any other person under such liability without in any way
prejudicing or affecting the first party’s rights against such other person under the same
or a similar liability, whether joint and several or otherwise. For the avoidance of doubt,
any reference in this Agreement to the agreement or conseant of, or any notice or waiver
by, HM Treasury or the Joint Sponsors shall be construed as the agreement or consent
of, or any notice or waiver by (as the case may be), HM Treasury and each of the Joint
Sponsors, except where expressly provided to the confrary.
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No failure of any party io exercise, and no delay by it in exercising, any right, power or
remedy in connection with this Agreement will operate as a waiver thereof, nor will any
single or partial exercise of any such right preclude any other or further exercise of such
right or the exercise of any other right. The rights provided in this Agreement are
cumulative and not exclusive of any other rights (whether provided by law or otherwise).
Any express waiver of any breach of this Agreement shall not be deemed a waiver of
any subsequent breach.

Each of the parties hereto acknowledges that the Warranties given by the Company and
the indemnity contained in clause 11 are, subject as provided in clause 16.12, given to
HM Treasury, the Joint Sponsors and the Indemnified Persons (as the case may be), for
themselves and not to them as agent of, trustee for or otherwise for the benefit of any
other person including (without limitation) any person who may subscribe or purchase
any of the New Shares.

Time shall be of the essence of this Agreement, both as regards any dates, times or
periods mentioned and as regards any dates, times or periods which may be substituted
for them in accordance with this Agreement or by agreement in writing between the
parties.

This Agreement may be entered into in any number of counterparts and by the parties to
it on separate counterparts, each of which when so executed and delivered shali be an
original, but all the counterparts shall fogether constitute one and the same instrument.

This Agreement, together with the Preference Share Subscription Agreement (in the
case of the Company and HM Treasury, only) and together with the Engagement Letters
(in the case of the Company and the Joint Spensors, only), constitutes the whole
agreement and understanding between the parties in relation te the Placing and Open
Offer. All previous agreements, understandings, undertakings, representations,
warranties and arrangements of any nature whatsoever between the parties or any of
them with any bearing on the Placing and QOpen Offer are superseded and extinguished
{and all rights and liabilities arising by reason of them, whether accrued or not at the
date of this Agreement, are cancelled) to the extent they have such a bearing. In the
event of any conflict between the terms of the Engagement Letters and this Agreement,
this Agreement shall (as between the parties to the Engagement Letliers) prevail,

No variation of this Agreement shall be effeciive unless in writing and signed by or on
behalf of each of the parties.

At any time after the date of this Agreement the Company and the Joint Sponsors shall,
and shall use all reasonable endeavours to procure that any necessary third paity shall,
at the cost of that party execute such documents and do such acts and things as the
party may reasonably require for the purpose of giving full effect to all the provisions of
this Agreement by which it is bound.

If any provision in this Agreement shall be held to be illegal, invalid or unenforceable, in
whole or in part, under any enactment or rule of law, such provision or part shall to that
extent be deemed not to form part of this Agreement but the legality, validity and
enforceability of the remainder of this Agreement shall not be affected.
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All payments by the Company under this Agreement shall be paid without set-off or
counterclaim, and free and clear of and without deduction or withholding for or on
account of Tax, unless required by law. If any Tax is required by law to be deducted or
withheld frem or in connection with any such payment, the Company will:

(A) promptly upon becoming aware thereof, notify HM Treasury and the Joint
Sponsors thereof,

(B) make that deduction or withholding and any payment of Tax required in
connection with that deduction or withholding within the time allowed and in the
minimurn amount required by law;

(C) deliver to the payee such receipts, statements or other documents as the payee
may reasonably request by way of evidence that the deduction or withholding
has been made and any appropriate payment of Tax made to the relevant Tax
Authority; and

(D) increase the amount payable so that the amount received by the payee (after
such deduction or withholding, including for the avoidance of doubt any
additional deduction or withholding required as a result of such increase) is
equal to the amount which the payee would have received if no such deduction
or withholding had been made.

If the Company makes an increased paymeni to HM Treasury, any Joint Spensor or any
other Indemnified Person in accordance with clause 8.7 or 16.10 and BHM Treasury, the
relevant Joint Sponsor or such other Indemnified Person (as the case may be)
determines in good faith that it has obtained, utilised and retained a relief from Tax or a
refund of Tax which is aftributable to such increased payment made by the Company,
then HM Treasury, the relevant Joint Sponsor or such other Indemnified Person (as the
case may be) shall reimburse to the Company as soon as reasonably practicable an
amount equal to such proportion of the Tax so saved or refunded as will leave HM
Treasury, the relevant Joint Sponsor or the relevant other Indemnified Person (as the
case may be), after such reimbursement, in the same after-Tax position (having regard
to the time value of money) that it would have been in if the circumstances giving rise to
such additional payment had not arisen. For the avoidance of doubt, nothing in this
Agreement shall require HM Treasury, a Joint Sponsaor or any other Indemnified Person
to disclose any information in relation to its Tax affairs to the Company or any person
acting for or on behalf of the Company.

Each Indemnified Person shall have the nght under the Contracts (Rights of Third
Parties) Act 1998 (which shall apply to this Agreement only to the extent provided in this
clause 16.12) to enforce its rights against the Company under clause 11, clause 12, this
clause 16 or clause 19.3, provided that HM Treasury will have the sole conduct of any
action to enforce such rights on behalf of the HMT Indemnified Persons, UBS will have
the sole conduct of any action to enforce such rights on behalf of the UBS Indemnified
Persons and Merrill Lynch will have the sole conduct of any action to enforce such rights
on behalf of the Merrill Lynch Indemnified Persons. Except as provided above and as
provided in clause 5.10, a person who is not a party to this Agreement has no right
under the Contracts (Rights of Third Parties) Act 1999 {o enforce any term of this
Agreement. HM Treasury, the Joint Sponsors and the Company may agree to terminate
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this Agreement or vary any of its terms without the consent of any Indemnified Person
or any other third party. Neither HM Treasury nor the Joint Sponsors will have any
respansibility to any Indemnified Person under or as a result of this Agreement.

ASS|IGNMENT OR NOVATION

Subject to clause 17.2, HM Treasury shall be permitied to novate its rights and
obligations under this Agreement (including any obligation to acquire New Shares), fo
any entity which is wholly owned, directly or indirectly, by HM Treasury (a “Wholly
Owned Entity") and each of the Company, UBS and Merrill Lynch agrees to consent to,
and to execute and deliver all such documentation as may be necessary to effect, any
such novation provided that such novation is effected on substantizlly the same ferms
as are contained in the pro forma novation agreement set out in Schedule 4 to this
Agreement.

In the event that HM Treasury novates its rights and obligations under this Agreement
pursuant to clause 17.1, HM Treasury shall procure that, immediately prior to any such
Wholly Owned Entity ceasing to be whelly-owned directly or indirectly by HM Treasury,
such rights and obligations under this Agreement shall be novated to HM Treasury or
any other Wholly Owned Entity.

Subject to clause 17.1, no party to this Agreement shall be permitted to assign or
novate, or purport to assign or novate, all or any part of the benefit of, or its rights or
benefits under, this Agreement to any other person without the prior written consent of
each other party.

NOTICES

Any notice, claim, demand or other communication in connection with this Agreement
shall be in writing and shall be sufficiently given or served if delivered or sent:

(A) in the case of the Company to:
RBS Gogarbum

Edinburgh
EH12 1HQ

Fax: 0131 626 2897

Aftention: Group General Counsel
(B) in the case of the Joint Sponsors fo:

() UBS Limited

1 Finsbury Avenue,
London EC2ZM 2PP

Fax: +44 20 75687 4127

Attention: Equity Capital Markets
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and

(i) Merrill Lynch International
2 King Edward Street,
Londen EC1A 1HQ

Fax: +44 20 7995 2516

Attention: ECM Syndicate Desk

(C) in the case of HM Treasury to:

1 Horse Guards Road
London SW1A 2HQ

Fax: 020 7270 7562

Aftention: Jeremy Pocklington (Team Leader of Corporate and Private Finance).

Any such notice or other communication shall be delivered by hand or sent by fax or
pre-paid first class post. In the absence of evidence of earlier receipt, a notice or other
communication is deemed given: (i) if gelivered by hand, when left at the address
referred to in clause 18.1; (ii) if sent by fax, when confirmation of its transmission has
been recorded on the sender's fax machine; and (iii} if sent by post, 48 hours from the
time of posting.

Any notice given by HM Treasury or by & Joint Sponsor under clause 13.1 or 13.2 may
alsc be given to the Company's represeniative referred to in clause 18.1 or to any
Director by any director or other authorised representative of HM Treasury or the Joint
Sponsors either personally or by telephone (to be confirmed immediately in writing) and
shall have immediate effect.

Any party may notify the other party to this Agreement of a change of its name, relevant
addressee, address or fax number for the purposes of clause 18.1 provided that such
notification shall only be effeclive on;

(&) the date specified in the notification as the date on which the change is fo take
place; or

(B) if no date is specified or the date specified is less than five Business Days after
the date on which nolice is given, the date falling five Business Days after
notice of any such change has been given.

GOVERNING LAW AND SUBMISSION TO JURISDICTION

This Agreement and any non-contractual obligations arising out of or in connection with
it shall be governed by and construed in accordance with English law,

Subject to clause 19.3, the courts of England have exclusive jurisdiction to hear and
decide any suit, action or proceedings, and to settle any disputes {inciuding claims for
set-off and counterclaims), which may arise out of or in connection with this Agreement
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(respectively, "Proceedings” and "Disputes") and, for these purposes, the Company
and the Joint Sponsors irrevocably submit to the jurisdiction of the courts of England.

Notwithstanding the provisions of clause 19.2, in the event that any Indemnified Parson
becomes subject to proceedings brought by a third party (the "Foreign Proceedings”)
in the courts of any country other than England (including, without prejudice to the
generality of the foregoing, in any court of competent jurisdiction in the United States)
{the "Foreign Jurisdlctlon"), such Indemnified Person shall be entitled, without
objection by the Company, to take such steps as are available in the Foreign
Jurisdiction, in the circumstances of the Foreign Proceedings, including (if reasonably
necessary) the issuing of separate proceedings, to ensure that any issues between any
such Indemnified Person and the Company are determined in the Foreign Jurisdiction
as part of, or as closely connected (as the procedure of the Foreign Jurisdiction will
permit) with, the Foreign Proceedings and the Company hereby submiis to the
jurisdiction of the Foreign Jurisdiction for this purpose.

The Company and the Joint Sponsors irrevocably waive any objection to the jurisdiction
of any courts referred to in this clause 19.

The Company and the Joint Sponsors irrevocably agree that a judgment and/or order of
any court referred to in this clause 18 based on any matter arising out of or in
connection with this Agreement (including but not limited to the enforcement of any
indernnity) shall be conclusive and binding on it and may be enforced against it in any
other jurisdiction, whether or not (subject to due process having been served on it} it
pariicipates in the relevant proceedings.

The Company agrees to appoint an agent for service of process in any Foreign
Jurisdiction other than England in which any other party is subject o legal suit, action or
proceedings based on or arising under this Agreement within 14 days of receiving
wiitten notice of such legal suit, action or proceedings and the request to appoint such
agent for service. In the event that the Company does not appeint such an agent within
14 days of the notice requesting it to so, such other party may appoint a commercial
agent for service for the Company on the Company's behalf and at the Company's
expense and the Company agrees that subject te being notified of such appointment in
writing, service upon such commercial agent will constitute service upon the Company.

Process by which any Proceedings are begun in England may be served on a party by

being delivered in accordance with clause 18, Nothing confained in this clause 19.7
affects the right to serve process in another manner permitied by law.
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SCHEDULE 1
CERTIFICATES TO BE DELIVERED

Part A
Certificate to be delivered pursuant to clause 10.6 prior to and
with effect immaediately before Admission

[Company Letterhead]
To: The Commissicners of Her Majesty’s Treasury

1 Horse Guards Road
London SW1A 2ZHQ

Altention of. Jeremy Pocklington (Team Leader of Corporate and Private Finance)

UBS Limited
1 Finsbury Avenue
London EC2ZM ZPP

Attention of, Equity Capital Markets

Merill Lynch International
2 King Edward Street
London EC1A 1HQ

Attention of: ECM Syndicate Dask

[date]
Dear Sirs

Proposed Placing and Open Offer of 22,900,763,359 Ordinary Shares of 25 pence each
(the "Placing and Open Offer")

Further to the placing and open offer agreement between us effective as of 13 October 2008
(the "Agreement”), we confirm that:

(a) the FSA has agreed to admit the New Shares and the Preference Shares to the Official
List subject only 1o the making of an announcement in accordance with paragraph
3.2.7G of the Listing Rules;

(b) the LSE has agreed {o admit the New Shares and the Preference Shares to trading on
the LSE subject only to the making of an announcement in accordance with paragraph
2.1 of the Admission and Disclosure Standards;

(c) Euronext has agreed to admit the New Shares to the regulated market of Euronext;

(d) it has not come o the notice of any Director that there is any fact or circumstance which
consfifutes a breach of any of the Warranties given under the Agreement or which has
caused or would or might cause any of the Warranties given pursuant to the Agreement
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to become untrue, inaccurate or misleading by reference to the facts or circumstances
existing at 8.00 a.m. on [*];

it has not come to the notice of any Director that a Material Adverse Effect has occurred;

it has not come to the notice of any Director that any other event has occurred that
would entitle HM Treasury to terminate the Agreement;

the Resolutions have been passed without amendment af the GM,;

it has not come to the notice of any Director that the Company is in breach of any of its
obligations under the Agreement; and

insofar as the Directors are aware (subject only to the giving of this letter and excluding
any conditions sef out in clause 2.1 of the Agreement the satisfaction of which has been
waived by HM Treasury pursuant to clause 2.5 of the Agreement or by the Company
pursuant to clause 2.8 of the Agreement or which is treated as waived pursuant to
clause 2.7 of the Agreemenit) the conditions set out in clause 2.1 of the Agreement
(other than conditions 2. 1({BB} and 2.1(CC)) have all been fulfilled.

For the purpose of this lefter, where in a representation, warranty or underiaking there is an
express or implied reference to the "date of this Agreement”, that reference is to be construed
as a reference o "immediately prior to Admission”.

Yours faithfully

Director

for and on behalf of
The Royal Bank of Scofland Group plc
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To:

PartB
Certificate to be delivered pursuant to clause 10.6 prior to and with effect
immediately before the issue of any Supplementary Prospectus or
Supplementary Preference Prospectus and at each Time of Sale, if any

The Commissioners of Her Majesty's Treasury
1 Horse Guards Road
London SW1A 2HQ

Attention of: Jeremy Pocklington (Team Leader of Corporate and Private Finance)

UBS Limited

1 Finsbury Avenue

Lendon EC2M 2PP

Attention of: Equity Capital Markets
Merrill Lynch International

2 King Edward Street

London EC1A 1HQ

Aftention of: ECM Syndicate Desk

[date]

Dear Sirs

Proposed Placing and Open Offer of 22,800,763,359 ordinary shares of 25 pence each
(the "Placing and Open Offer")

Further to the placing and open offer agreement between us effective as of 13 October 2008
(the "Agreement"), we confirm that:

(@)

(b

{c)

(d}

it has not come to the notice of any Director that there is any fact or circurnstance which
constitutes a breach of any of the Warranties given under the Agreement or which has
caused or would or mighi cause a Warranty to become untrue, inaccurate or misleading
by reference to the facts or circumstances existing at 8.00 a.m. on [*]; and

it has not come fo the notice of any Director that the Company is in breach of any of its
obligations under the Agreement;

it has not come to the notice of any Director that a Material Adverse Effect has occurred;
and

it has not come to the notice of any Director that any other event has occuired that
would entitle HM Treasury to terminate the Agreement.
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For the purpose of this letter, where in a representation, warranty or undertaking there is an
express or implied reference to the "date of this Agreement”, that reference is to be construed
as a reference to “immediately prior to [=]",

Yours faithfully

Director
for and on behalf of
The Royal Bank of Scotland Group plc
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SCHEDULE 2
DOCUMENTS TO BE DELIVERED

Part |
Documents fo be delivered prior to or on executlon of this Agreement

The following documents are to be delivered by the Company to HM Treasury and to the Joint
Sponsors at execution of this Agreement:

1. a certified copy of an extract of the minutes of 2 meeting of the Board at which it was
approved and authorised (or of the duly authorised committee of such Board), or of a
resolution of the Board (or of the duly authorised committee of such Board) approving
and auvthorising, the issue and/or execution of this Agreement and, the Press
Announcement (and, if the said resolution is of such a committee, a ceriified copy of the
resolution of the Board appointing such committee);

2. three certified copies of the Press Announcement.
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Part Il
Documents to be delivered on the Posting Date under clause 3.17

The foliowing documents are to be delivered by the Company to the Joint Sponsors and to HM
Treasury on the Posting Date as referred o in clause 3.17 and, where reasonably requested,
the date of publication of each Supplementary Prospectus;

1.

10.

1.

12.

copies of the signed applications for admission to the Official List of the New Shares;

copies of the signed applications for admission to trading of the New Shares on the
London Stock Exchange;

a copy of the passporting statement for the Prospectus issued by the UK Listing
Authority to the Netherlands Authority for Financial Markets, the AMF in France, the
BaFIN in Germany and the CMNV in Spain;

a completed 'Form A, to be submitted to the FSA in accordance with paragraph 3.1.1(1)
of the Prospectus Rules for approval of a prospectus in accordance with Part VI of the
FSMA,

a copy of the Prospectus bearing evidence of the formal approval of the FSA pursuant
to the Listing Rules and a copy of the Circular bearing evidence of the formal approval
of the FSA pursuant to the Listing Rules;

two eriginal lefters in a form acceptable (o the Joint Sponsors, acting reasonably, duly
signed by the Company’s counsel in relation to paragraphs 8.3.4, 8.4.12 and 8.4.13 of
the UK Listing Rules and dated the Posting Date;

two original letters in a form acceptable o the Joint Sponsors, acting reascnably, duly
signed by the Company in relation to paragraphs 8.3.4, 8.4.12 and 8.4.13 of the UK
Listing Rules and dated the Posting Date;

two original letters in a form acceptable fo the Joint Sponsors, acting reasonably, duly
signed by the Auditors in relation to paragraphs 8.4.12(1) and 8.4.13{3) of the UK
Listing Rules and dated the Posting Date;

two oniginal letters in a form acceptable fo the Joint Sponsors, acting reasonably, duly
signed by the Company's counsel in relation to paragraphs 8.4.8 and 8.4.9 of the UK
Listing Rules and dated the Posting Date;

two original lefters in a form acceptable to the Joint Sponsors, acting reasonably, duly
signed by the Company in relation to paragraphs 8.4.8 and 8.4.9 of the UK Listing Rules
and dated the Posting Date;

two original letters in a form acceptable to the Joint Sponsors, acting reasonably, duly
sighed by the Company's auditors in relation to paragraphs 8.4.8(1), 8.4.8(2) and
8.4.9(3) of the UK Listing Rules and dated the Posting Date;

two original letters in a form acceptable to the Joint Sponsors, acting reasonably, signed
by each of the Directors authorising the publication of the Prospectus and the Circular,
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18.

19.

20.

21.
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accepting responsibility for information contained in the Prospectus, the Circular and
any Supplementary Prospectus and acknowledging their understanding of their
responsibilities under the UK Listing Rules and the Disclosure Rules in accordance with
paragraph 8.3.4 of the UK Lisiing Rules;

the Verification Materials prepared in connection with the Press Announcement, the
Circular and the Prospectus signed by or on behalf of each person to whom
responsibility is therein assigned and copies of all evidence supporting answers in the
notes;

a certified copy of the resolution of the Board of Directors {or of the duly authorised
Committee of such Board) approving and authorising the issue of the Prospectus, the
Circular, the Application Form and the Form of Proxy (and if the said resolufion is of
such a Committee, a certified copy of the resolution of the Board of Directors appointing
such Commitiee),

an original copy of any pro forma financial information report incorporated in the
Prospectus duly signed by the Company's auditors and dated the Posting Date;

an original copy of any pro forma financial information report (as incorporated in the
Circular) duly signed by the Company’s auditors and dated the Posting Date;

a certified copy of each of the other documents stated in the Prospectus and the
Circular as being available for ingpection;

an original copy of the letter in acceptable to the Joint Sponsors, acting reasonably, duly
signed by the Auditors and dated the Posting Date:

(a) providing comfort on there being no significant change in the financial and
trading position {including indebiedness) of the Group and confimming the proper
and accurate extraction of financial information contained in the Prospecius and
the Circular; and

(b} to the extent relevant, giving consent to the inclusion in the Circular and the
Prospectus of their respective reports and letters in the form and context in
which they are respectively included;

original copies of letters in a form acceptable fo the Joint Sponsors, acting reasonably,
duly signed by the Company’s auditors and dated the same date as the Prospectus on
the matters contemplated in the U.S, Statement of Auditing Standards No. 72 (including
a "SAS 72 lookalike" letter) with respect to the financial statements and certain financial
information contained, or incorporated by reference, in the Prospectus;

an original copy of the letter in a form acceptable to the Joint Sponsors, acting
reasonably, duly signed by the Company and dated the Posting Date providing comfort
on there being no significant change in the financial and trading position (including
indebtedness) of the Group since 31 December 2007;

& written English opinion in & form acceptable to the Joint Sponsors and to HM
Treasury, acting reasonably, from Linklaters LLP {as English counse! for the Company):
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30.

31.

32.

33,
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a rule 10b-5 disclosure letter and tax disclosure, investment Company Act and no-
registration opinion in a form acceptable to the Joint Sponsors and to HM Treasury,
acting reasonably, from Linkiaters LLP (as U.S. counsel for the Company) and a rule
10b-5 disclosure lefter and no-registration opinion from Freshfields Buckhaus Deringer
LLP {as US Counsel for the Joint Sponsors) in a form acceptable to the Joint Sponsors
and to HM Treasury, acting reasonably,

original copies of the Subscription and Transfer Agreement and the Option Agreement
duly executed by the Company and JerseyCo;

certified copies of any power of attorney pursuant to which any Birector signed any of
the documents mentioned above in a form acceptable to the Joint Sponsors, acting
reasonably;

a certified copy of a memorandum to the Directors from Linklaters LLP in connection
with the Placing and Open Offer explaining the nature of their responsibilities and
obligations as directors of a listed company under the Listing Rules and DTRs in a form
acceptable to the Joint Sponsors, acting reasonably;

the Working Capital Report relating to the Group duly signed by the Auditors in a form
acceptable to the Joint Sponsors, acling reasonably, and dated the Posting Date;

a letter to the Joint Sponsers dated the Posting Date from the Auditors relating to the
said Working Capital Report, the financial information contained in the Circular and the
Prospectus and any current trading statements in the Circular and the Prospectus, in a
form acceptable to the Joint Sponsors, acting reasonably;,

a letter to the Joint Sponsors from the Cornpany relating to the adequacy of the Group's
working capital in & form acceptable to the Joint Sponsors, acting reasonably, and dated
the Posting Date;

a certified copy of the resolution of the board of directors of JerseyCo approving and
authorising the execution of the Subscription and Transfer Agreements and the Option
Agreement;

a letter from the Auditors addressed to the Company in a form acceptable fo HM
Treasury and the Joint Sponsors, acting reasonably, confirming the effect on the
distributable reserves of the Company of implementing the Placing and Open Offer,
such letter to expressly state that a copy of such letter may be provided to HM Treasury
and o the Joint Sponsors on a no reliance basis:

a certified copy of any registrar’s agreement entered into by the Company with the
Registrar in relation to the Placing and Open Offer and of the Receiving Ageni
Agreement;

three certified copies of the press release relating to the posting of the Prospectus;

a certified copy of the Memorandum and Articles of Association of the Company;
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a written Scottish opinicn in a form acceptable to the Joint Sponsors and to HM
Treasury, acting reasonably, from Dundas & Wilson CS LLP (as Scoitish counsel for the
Company) to the extent reasonably required;

a written Jersey opinion, in & form acceptable to the Joint Sponsors, acting reasonably,
from Jersey counsel to the Company to the extent reasonably required,

such other documents as may be reasonably required by HM Treasury and/or the Joint
Sponsors.
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PART 1l
Documents to be dellvered immediately prior to Admission
and at each Time of Sale, if any

The foliowing documents are to be delivered by the Company to HM Treasury and to the Joint
Sponsors not later than 5.00 p.m. on the Dealing Oay immediately preceding the proposed date
of Admission or Time of Sale, if any (where indicated):

1.

a certified copy of the Resolutions;

a certified copy of the resolution of the Board (or of the duly authorised committee of the
Board) provisionally allotting the New Shares (and, if the said resolution is of such a
commiitee, a certified copy of the resolution of the Board appointing such committee (if
not previously delivered fo the HM Treasury and the Joint Sponsors)),;

a cerlified copy of the resolution of the Board of Directors (er of the duly authorised
committee of the Board) allotting the Preference Shares in terms of the Preference
Share Subscription Agreement (and, if the said resolution is of such a committee, a
certified copy of the resolution of the Board appointing such committee (if not previously
delivered to HM Treasury and to the Joint Sponsors));

a letter addressed to HM Treasury and to the Joint Sponsors in the form set outin Part A
of Scheduie 1 dated as of the date of Admission (such letter also to be delivered at each
Time of Sale, if any);

updating versions of the letters referred to in paragraphs 8, 8, 10, 18, 19, 20, 21, 22 and
36 of Part Il of this Schedule 2 to the extent in each case such letters related to the
Prospectus and written opinions in the form previously provided to HM Treasury and the
Joint Sponsors from Linklaters LLP, from Freshfields Bruckhaus Deringer LLP, from
Dundas & Wilson CS LLP and from Jersey counsel to the Company, all dated the date
of Admission (and, in the case of the items referred to in paragraph 22, also referencing
each Time of Sale, if any);

as of each Time of Sale, if any, "bring down" letters with respect to the matters referred
to in paragraphs 18 and 19 of Part Il of this Schedule; and

such other documents as may be reasonably required by HM Treasury and/or the Joint
Sponsors.

Note: Itis agreed that, other than in respect of the Linklaters opinion, the parties will

discuss (acting reasonably) the extent, to which it is necessary and customary to update
all of the documents referred to in paragraph 5.
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PART IV
Documents to be delivered on Preference Admission

The following documents are to be delivered by the Company to HM Treasury not later than
5.00 pm on the Dealing Day immediately preceding the proposed date of Preference Admission:

1

10

11

12.

a cettified copy of the signed application for admission to the Official List of the
Preference Shares {(certified by a Director or the Secretary of the Companyy);

a certified copy of the signed applications for admissicn to trading of the Preference
Shares issued by the London Stock Exchange (certified by a Director or the Secretary of
the Company);

a certified copy of the CREST enablement lefter confirming that the conditions for
admission of the Preference Shares to CREST are satisfied {cerlified by a Director or
the Secretary of the Company);

a copy of the Preference Prospecius and any Supplementary Preference Prospectus
bearing evidence of the formal approval of the FSA pursuant te the Listing Rules;

a copy of the Preference Prospecius and any Supplermnentary Preference Prospectus
signed by each of the Directors (or by their agents or attorneys}),

fwo original letters in a2 form acceptable to HM Treasury, acting reasonably, signed by
each of the Directors authorising the publication of the Preference Prospectus, and any
Supplementary Preference Prospectus;

the due diligence questionnaire prepared in connection with the Preference Prospectus;

a certified copy of the resolution of the Board of Directors {or of the duly authorised
committee of such Board) approving and authorising the issue of the Preference
Prospectus (and if the said resolution is of such a committee, a copy of the resolution of
the Board of Directors appointing such cormmittee) (in each case, certified by a Director
or the Secretary of the Company);

a cerlified copy of any ordinary or special resolutions of the Company in general
meeting authaorising the Directors under section 80 of the Companies Act to allot the
Preference Shares (certified by a Direcior or the Secretary of the Company);

a certified copy of each of the documents stated in the Preference Prospectus as being
available for inspection (certified by a Director or the Secretary of the Company);

a written opinion in a form acceptable to HM Treasury, acting reasonably, from
Linklaters LLP {as English counsel for the Company) and from Dundas & Wilson CS

LLP (as Scottish counsel for the Company); and

such other documents as may be reasonably required by HM Treasury and/or the Joint
Sponsors.
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1.1

1.2

1.3

1.4

1.5

SCHEDULE 3
WARRANTIES

PART |

Representations, warranties and undertakings glven on the date of this Agreement,
on the Posting Date, at each Time of Sale, if any, at the date of publication of any

Supplementary Prospectus and immediately prior to Admission
Compliance

Each Group Company and JerseyCo has been duly incorporated and is validly existing
as a company with limited liability under the laws of the country of its incorporation with
full corporate power and auvthority to own, lease and operate the properties which it
owns, leases and operates and to own its other assets and carry on its business as
presently carried on and as intended to be carried on as described in the Prospecius,
when published,

All licences, permissions, authorisations and consents which are material for carrying on
the business of the Group have been obiained and are in full force and effect and, so far
as the Company is aware, there are no circumstances which might lead to any of such
licences, permissions, authorisations and consents being revoked, suspended, varied or
refused renewal to an extent which would, or would be reasonably likely to, be (singly or
in the aggregate) material in the coniext of the Placing and Open Offer, any acquisition
of New Shares or subscription for the Preference Shares by MM Treasury, Ordinary
Shareholders or Placees, Admission, Preference Admission or post-Admission dealing
in the Ordinary Shares.

All sums due in respect of the issued share capital of the Company at the date of this
Agreement have been paid o and received by the Company. No owner or holder of any
of the share capital of the Company shall, with effect from Admission, have any right, in
his capacity as such, in relation to the Group other than as sef out in the memorandum
and articles of association of the Company.

The Company is the beneficial owner free from all Adverse Interests of the shares it
holds in each Material Subsidiary.

The Company and the Directors have at all times complied with the provisions of the
Company’s memorandum and articles of association and the Companies Acts and,
subject to the passing of the Resolutions, have or will have the right, power and
authority under the memorandum and articles of association of the Company, or
pursuant to resolution passed in general meeting, to enter into and perform this
Agreement (including, without limitation, the power to pay commissions, fees, costs and
expenses provided for in this Agreement) and the Preference Share Subscription
Agreement, to make the Placing and Open Offer, to allot and issue the New Shares in
certtificated and uncertificated form and the Preference Shares in certificated form, fo
issue the Issue Documenis in the manner proposed without any sanction or consent by
members of the Company or any class of them and, subject to Admission and
Preference Admission, there are no other consents, authorisations or approvals
required by the Company in connection with the entering into and the performance of
this Agreement, the Subscription and Transfer Agreement, the Option Agreement or the
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1.7

1.8

1.9

1.10

1.13
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Preference Share Subscription Agreement and the actions referred to in this paragraph
1.5 which have not been irrevocably and uncenditionally obtained. The Company’s
existing Ordinary Shares are participating securities in, and have not been suspended
from, CREST.

The allotment and issue of the New Shares and the Preference Shares, the Placing and
Open Offer, the issue and distribution of the Issue Documents and any other document
by or on behalf of the Company in connection with Admission, the Placing and Open
Offer or the allotment and issue of the Preference Shares will comply in all material
respects with all agreements to which any Group Company is @ party or by which any
such Group Company is bound and wilt comply with: (a) all applicable laws and
regulations of the United Kingdom (including, without limitation, the Companies Acts,
FSMA, the Listing Rules, the Prospectus Rules, the DTRs and the Admission and
Disclosure Standards) and all applicable United States and Outch laws and regulations
{(including without limitation the NFSA and the rules and regulations of Euronext) and (in
all material respects) with, all applicable laws and regulations of any relevant
jurisdiction; (b) the memorandum and articles of association of the Company; and (c)
when published, the Working Capital Report; and will not exceed or infringe any
restrictions or the terms of any contract, indenture, security, obligation, commitment or
arrangement by or binding vpon the board of direcicrs of any Group Company or their
respective properties, revenues or assets or result in the implementation of any right of
pre emption or any other material provision thereof, or result in the imposition or
variation of any material rights or obligations of any Group Company.

The statement set out in clause 2.1(L) is true and accurate and not misleading.

The New Shares will, upon allotment, be free from all Adverse Interests and will rank
pari passu in all respects with the existing issued shares in the issued share capital of
the Company.

The Preference Shares will, upon allotment be free from all Adverse Interests and will
have the rights and be subject to the restrictions as set out in Article 4(C) of the
Company’s articles of association and in Schedule 1 of the Preference Share
Subscription Agreement,

The Company has complied in all material respects with the requirements of Euroclear
and the Regulations,

No member of the Group or any person acting on its behalf has taken, directly or
indirectly, any action designed to or which has consiituted or which might reasonably be
expected to cause or result in stabilisation or manipulation of the price of any security of
the Company.

The Company has not paid or agreed to pay to any person any compensation for
soliciting another to purchase any New Shares (except as contemplated in this
Agreement),

All information provided by the Company, its subsidiary undertakings or any of its or
their officers or employees to HM Treasury and/or to the Joint Sponsors and/or the
Auditors in connection with its or their due diligence enquiries or similar requests for
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2.2

3.1
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information has been supplied in good faith and such information was when supplied,
and remains, tfrue and accurate in all material respects and no further information
requested has been withheld, the absence of which might reasonably be considered to
be material to such due diligence enquiries or requests for information.

Announcements

The Press Announcement does not contain any untrue statement of a material fact or
omit to state a material fact necessary in order to make the statements thergin, in light
of the circumstances under which they were made, not misteading, provided that this
warranty shall not cover information contained in the Press Announcement which is
furnished in writing to the Company by the Joint Sponsors expressly for use therein; and
all expressions of opinion, intention, belief or expectation of the Company or the
Directors contained in the Press Announcement are truly and honestly held and made
on reasonable grounds after due and careful enguiry.

With respect to all Previous Announcements, all statements of fact contained therein
were at the date of the relevant Previous Announcement and, save to the extent
corrected, amended or supplemented in any document or announcement issued or
made by or on behaif of the Company or any member of the Group subsequent thereto,
remain true and accurate in all material respects and not misleading in any material
respect and all estimates, expressions of opinion or intention or expectation of the
Directors contained therein were made on reasonable grounds and were honestly held
by the Directors and were fairly based and there were no facts known (or which could
on reasonable enquiry have been known by the Directors) the omission of which would
make any statement of fact or estimate or statement or expression of opinion, intention
of expectation in any of the Previous Announcements misleading and all Previous
Announcements comglied with the memerandum and articles of association of the
Company, the Listing Rules, the DTRs, the Prospectus Rules, the Companies Acts,
FSMA, all applicable rules and requirements of the London Stock Exchange, the FSA
and Euronext, the NFSA and all applicable US and Dutch laws and regulations and (in
all material respects) all other applicable requirements of statute, statutory regulation or
any regulatory body. There is no existing profit forecast outstanding in respect of the
Company, the Group taken as a whole, or any member thergof.

Accounts
The Accounts:

(A) have been prepared and audited in accordance and comply with IFRS, the
Companies Acts and all applicable laws and regulations,

(B) give a true and fair view of the financial condition and of the state of affairs of
the Cornpany and the Group as at the end of each of the relevant financial
periods (including the Accounts Date) and of the profit, loss, cash flow and
changes in equity of the Company and the Group for such periods; and

{C) either made proper provisien for, or, where appropriate, in accordance with
IFRS, include a note in respect of all liabilities or commitments, whether actual,
deferred, contingent or disputed, of the Group.
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The Interim Accounts:

(A) have been prepared in accordance with, and comply with, IFRS and all
applicable laws and regulations;

{z)) present fairly in all material respects the financial position of the Group as at 30
June 2008 and the results of cperations and the cash flows of the Group for the
financial pericd ended on 30 June 2008; and

(C) either made proper provision for, or, where appropriate, in accordance with
IFRS, include a note in respect of all liabilities or commitments, whether actual,
deferred, contingent or disputed, of the Group.

The ABN Amro Accounts;

(A) have been prepared and audited in accordance and comply with IFRS,
applicable Dutch law and all applicable laws and regulations;

(B) give a trug and fair view of the financial condition and of the state of affairs of
ABN Amro and its subsidiary undertakings as at the end of each of the relevant
financial periods (including the Accounts Daie) and of the profit, loss, cash flow
and changes in equity of ABN Amro and its subsidiary undertakings for such
periods; and

(C) either made proper provision for, or, where appropriate, in accordance with
IFRS, include a note in respect of all liabilities or commitments, whether actual,
deferred, contingent or disputed of ABN Amro and its subsidiary undertakings.

The Directors have established procedures which provide a reasonable basis for them
to make proper judgements on an ongoing basis as to the financial position and
prospects of the Company and each Group Company.

There are no, and during the past five years have been no: (i) material weaknesses in
the Company's internal controls over financial reporting (whether or not remediated) of
the Company or the Group; (ii} changes in the Company’s intemnal controls over
financial reporting of the Company ot the Group that have materially adversely affected,
or would be reasonably likely to materially adversely affect, the Company’s internal
controls over financial reporting of the Company or the Group; or (iii) fraud that involves
any current member of management of the Company or (so far as the Company is
aware)} of any member of the Group and no material fraud that invelves any employee
of the Company or (so far as the Company is aware) of any member of the Group.

Guarantees, indemnities, borrowings and defauit
Save for:

(A) guarantees or indemnities given by any Group Company in the ordinary course
of business; and

204341110804 CEQSZBTOM2 PIRD O41108:1538




4.2

4.3

4.4

78

(B} any indemnities given by the Company to HM Treasury and/or the Joint
Sponsors,

no Group Company has given or has agreed to give any guarantee or indemnity or
similar obligation in favour of a third party and no Group Company has any current or
known future liability, howsoever arising which, in any of the foregoing cases, would, or
would be reasonably likely to, be (singly or in the aggregate) material in the context of
the Placing and Open Offer, any acquisition of New Shares or subscription for
Preference Shares by HM Treasury, Ordinary Shareholders or Placees, Admission,
Preference Admission or post-Admission dealings in the Ordinary Shares.

No event has occurred nor have any circumstances arisen (and the making and
completion of the Placing and Open Offer and the allotment and issue of the New
Shares and the Preference Shares will not give rise to any such event or circumstance)
so that any person is or would be entitled, or could, with the giving of notice or lapse of
time or the fulfilment of any condition or the making of any determination, become
entitled, to require repayment before its stated maturity of, or to take any step to enforce
any security for, any indebtedness of any member of the Group and no person fo whom
any indebtedness, of any member of the Group which is payable on demand is owed
has demanded or threatened to demand repayment of, or faken or threatened fo take
any step to enforce any guarantee, indemnity or other security for, the same, which, in
any of the foregoing cases, would, or would be reasonably likely to, be (singly or in the
aggregate) material or have material consequences in each case in the context of the
Placing and Open Offer, any acquisition of for New Shares or subscription for
Preference Shares by HM Treasury, Ordinary Shareholders or Placees, Admission,
Preference Admission or post-Admission dealings in the Ordinary Shares or the
business of the Group.

There are no companies, undertakings, partnerships or joint venfures in existence in
which any Group Company has an ownership interest but whose resulfs are not
consolidated with the results of the Group, but whose default would affect the
indebtedness or increase the contingent liabilities of the Group to an extent which
would, or would be reascnably likely to, be (singly or in the aggregate) matenal in the
contexi of the Placing and Open Offer, any acquisition of New Shares or subscription for
Preference Shares by HM Treasury, Ordinary Shareholders or Placees, Admission,
Preference Admission or post-Admission dealing in the Ordinary Shares.

No event or circumstance exists, has occurred or arisen or, so far as the Company is
aware, is about to occur which constitutes or resuits in, or would with the giving of notice
and/or lapse of time and/or the making of a relevant determination, constitute, or result
in, termination of or a default or the acceleration or breach of any obligation under any
agreement, instrument or arangement to which any Group Company is a party or by
which any such Group Corpany or any of its properties, revenues or assels are bound,
in any of the foregoing cases to an extent which would, or would be reasonably likely to,
be (singly or in the aggregate) material in the context of the Placing and Open Offer, any
acquisition of New Shares or subscription for Preference Shares by HM Treasury,
Ordinary Sharehelders or Placees, Admission, Preference Admission or post-Admission
dealing in the Ordinary Shares.
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Taxatlon

No stamp duty, SDRT or other issuance or transfer taxes or similar duties are payable in
connection with the allotrment, issue and delivery of the New Shares, or the Preference
Shares, by the Company in accordance with the terms of this Agreement or, as the case
may be, the Preference Share Subscription Agreement, save for any stamp duty or
SDRT payable under sections 67, 70, 93 or 86 of the Finance Act 1986 in relation to the
issue of the New Shares or the Preference Shares.

Intellectual property

Except to an extent that would not (singly or in the aggregate) be material in the context
of the Placing and Open Offer, any acquisition of New Shares or subscription for
Preference Shares by HM Treasury, Ordinary Shareholders or Placees, Admission,
Preference Admission or post-Admission dealing in the Ordinary Shares, and so far as
the Company is aware, the Group does not infringe the Intellectual Property Rights of
any third party nor so far as the Company is aware does any third party infringe the
intellectual Property Rights owned or used by the Group.

All material Intellectual Property Rights used by the Group are aither legally or
beneficially owned by the Group in all material respects or are used under a licence and
are not subject to any Adverse Interests to an extent that would or might (singly or in the
aggregate) be material in the context of the Placing and Open Offer, any acquisition of
New Shares or subscription for Preference Shares by HM Treasury, Qrdinary
Shareholders or Placees, Admission, Preference Admission or post-Admission dealing
in the Ordinary Shares.

Save as would not (singly or in the aggregate)} be maierial in the context of the Placing
ang Open Offer, any acquisition of New Shares or subscription for Preference Shares

by HM Treasury Ordinary Shareholders or Placees, Admission, Preference Admission or
post-Admission dealings in the Ordinary Shares, (i) all Intellectual Property Rights
registered in the name of a Group Company (if any)} are beneficially cwned by it and
subsisting and if granted not subject to revocation and (i) all requisite registration and
renewal fees in respect thereof have been duly and timeously paid.

Save as would not (singly or in the aggregate) be material in the confext of the Placing
and Open Offer, any acquisition of New Shares or subscription for Preference Shares
by HM Treasury, Ordinary Shareholders or Placees, Admission, Preference Admission
or post-Admission dealings in the Crdinary Shartes, (i) all Intellectual Property Rights
owned angd used or reasonably likely to be used by the Group and capable of legal
pratection are subject to appropriate and enforceable protection {including, where
reasonably appropriate, by registration), and (ii) so far as the Company is aware there is
no restriction of the Group’s rights to use any Intellectual Property Rights owned by or
licensed to the Company to engage in any of the activities presently or proposed to be
undertaken by it.

Insurance

The Group is insured to adeguate levels against all risks which the Company
reascnably believes to be commonly insured against by persons cartying on the same
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or similar businesses as those carried on by the Group and against all risks against
which the Group might reasonably be expected to insure in the particular circumstances
of the businesses carried on by each Group Company, all such insurances are in full
force and effect and to the best knowledge, information and belief of the Company,
there are no circumstances which could render any such insurances void or voidable
and there is no material insurance claim, pending, threatened or outstanding against
any Group Company and all premiums due in respect of all insurances have been duly
paid.

Rating

Except as publicly announced the Company has not received notice of any intended or
poteniial downgrading of the rating assigned o any of the Company’s (or any other
member of its Group's} credit or debt by a ratings agency.

Insolvency

No Group Company is unabtle to pay its debts within the meaning of section 123 of the
Insolvency Act 1886 or is otherwise insolvent.

Save in the context of a solvent voluntary winding up or otfherwise as would not (singly
or in the aggregate) be material in the content of the Placing and Open Offer, any
acquisition of New Shares or subscription for Preference Shares by HM Treasury,
Ordinary Shareholders or Placees, Admission, Preference Admission or post-Admission
dealings in the Ordinary Shares, no order has been made, petition presented or
resolutions passed for the winding up of any Group Company and no meeting has been
convened for the purpose of winding up any Group Company. No Group Company has
been a parly to any transaction which could be avoided in a winding up.

No steps have been taken for the appoiniment of an administrator or receiver (including
an administrative receiver) of all or any part of the assets of any Group Company.

By reason of actual or anticipated financial difficulties, no Group Company has
commenced negotiations with its creditors or any class of its creditors with 2 view to
rescheduling any of its indebtedness or has made or proposed any arrangement or
composition with its creditors or any class of its creditors.

Regulatory

Each Group Company required to be licensed (as a bank or otherwise) is duly licensed
in its jurisdiction of incorporation and domicile and, except as would not reasonably be
expected to be material, is duly licensed or authonsed in each other jurisdiction where it
is required fo be licensed or avihorised to conduct its business.

Save as otherwise as would not (singly or in the aggregate) be material in the context of
the Placing and Open Offer, any acquisition of New Shares or subscription for
Preference Shares by HM Treasury, Ordinary Shareholders or Placees, Admission,
Preference Admission or post-Admission dealing in the Ordinary Shares, the Company
is not subject to any special or additicnal surveillance or supervision by the FSA or to
any special or additional reporting requirements in relation to its assets, liquidity
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position, funding position or otherwise and the Company has not been subject to any
visits, beyond customary visits, by the FSA.

The operations of each Group Company are and have been conducted at all times in
material compliance with the money laundering statutes of all jurisdictions, the rules and
regulations thereunder and any related or similar rules, regulations or guidelines,
issued, administered or enforced by any governrmental agency {collectively, the “Money
Laundering Laws™) and no action, suit or proceeding by or before any court or
governmental agency, authority or body or any arbitrator involving any Group Company
with respect to the Money Laundering Laws is pending or, to the best knowledge of the
Company, threatened.

None of the Company, any other member of the Group or, to the knowledge of the
Company, any director, officer, agent, employee or Affiliate of the Company is currently
subject to any sanctions administered by the U.S. Department of the Treasury (“OFAC")
or any similar sanctions imposed by the European Union, the United Nations or any
other body, governmental er other, to which the Company or ay of its Affiliates is subject
(collectively, “other economic sanctions™); and the Company will not directly or
indirectly use the proceeds of the Placing and Open Offer, or lend, confribute or
otherwise make available such proceeds to any other member of the Group, joint
venture partner or other person or entity, for the purpose of financing the activities of
any person currently subject to any sanctions adminisiered by OFAC or any other
economic sanctions.

None of the Company, any other member of the Group or, to the knowiedge of the
Company, any director, officer, agent, employee or Affiliate of the Company, is aware of
or has taken any action, directly or indirectly, that could result in a viclation by such
persons of the U.S. Foreign Corrupt Practices Act of 1977, as amended, or the rules
and regulations thereunder (the FCPA) (including, without limitation, making use of the
mail or any means or instrument of interstate commerce corruptiy in furtherance of an
offer, payment, promise to pay or authonsation of the payment of any money, or other
property, gift, promise to give, or authorisation of the giving of anything of value to any
“foreign official” {(as such term is defined in the FCPA) or any foreign political office, in
contravention of the FCPA), the OECD Convention on Bribery of Foreign Public Officials
in Intermmational Business Transactions (the OECD Convention) or any similar law or
regulation, to which the Company, any other member of the Group, any director, officer,
agent, employee of any member of the Group or, to the knowiedge of the Company, any
Affiliate is subject; and the Company, each member of the Group and, to the knowledge
of the Company, its Affiliates have conducted their businesses in compliance with the
FCPA, the QECD Convention and any applicable similar law or reguiation and have
instituted and maintain policies and procedures designed to ensure, and which are
reasonably expected to continue o ensure, continued compliance therewith.

United States Securities Regulations
The Company is a "foreign issuer” (as defined in Regulation S under the Securities Act).
The Company reasanably believes that there is no “substantial US market interest” (as

defined in Rule 902(j) of Regulation S under the Securities Act) in any of the New
Shares.
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The Company does nat believe that it is and does not expect to become (whether as a
result of the receipt and application of the proceeds of the sale of the New Shares or
otherwise) a "passive foreign investrment company” within the meaning of section 1297
of the US Internal Revenue Code of 1986.

The Company is not, and, immediately after giving effect to the offering and sale of the
New Shares and the application of the proceeds thereof as set forth in the Draft
Prospectus and, when published, the Prospectus, will not be, an "investment company”
as such term is defined in the US Investment Company Act of 1940.

There are no persons with registration rights or other similar rights to have any shares
registered by the Company under the Securities Act,

During the period of six months after Admission, the Company will not, and will not
permit any of its Affiliates to, resell any New Shares which constitute "resfricted
securities” under Rule 144 that have been reacquired by any of them other than in
transactions that meet the applicable requirements of Regulation S.

Panel Confirmation

The Panel has confirmed that, subiect to the independent shareholders of the Company
voting in favour of the Whitewash Resclution, the Panel will disapply the requirementi to
make a general offer under the terms of Rule 9 of the City Code on Takeovers and
Mergers which would otherwise be required by the acquisition by HM Treasury {or its
nominee) of the New Shares.
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PART Il

Representations, warranties and undertakings given on the Posting Date, on the date of
publication of each Supplementary Prospectus, at sach Time of Sale, if any, and
immediately prior to Admission

All Warranties in paragraphs 5 to 13 and in paragraph 15 of this Part |l of Schedule 3 are
qualified by reference to matters which are fairly disclosed in the Prospecius or if such
Warranties are given on or after the publication of any Supplementary Prospecius, as fairly
disclosed in the Prospectus as supplemented by such Supplemeniary Prospecius.

1. The Issue Documents

1.1 The Issue Documents contain all particulars and information required by, and comply in
all respects with the memorandum and articles of association of the Company, the
Companies Acts, FSMA, the Listing Rules, the DTRs, the Prospectus Rules, the City
Code on Takeovers and Mergers, the NFSA, all applicable rules and requirements of
the London Stock Exchange, the FSA and Euronext and all applicable US and Dutch
laws and regulations and all other applicable requiremenis of statute, statutory
regulation or any regulatory body.

1.2 The Issue Documents (and any amendments or supplements thereto) do not and will
not contain any untrue statement of a material fact or omit {o state any material fact
necessary to make the statements therein, in the light of the circumstances under which
they were made, not misleading.

1.3 All expressions of opinion, intention or expectation contained in any Issug Document
are, and were on the respective dates of such Issue Document, honestly held by the
Directors and are fairly based and have been made on reasonable grounds after due
and careful consideration and enquiry.

1.4 There are no facts or matters known, or which could on reasonable enquiry have been
known, to the Company or any of the Directors omitted from any Issue Document, the
omission of which would make any statement of fact or expression of opinion, intention
or expectation contained in a Issue Document misleading.

1.5 Having regard to the particular nature of the Company and the Group and the
Company’s share capital and the other matiers referred to in section 87A of the FSMA,
the Issue Documents contain all information about the Group which is or might be
material for disclosure to potential investors and their professional advisers and which
they would reasonably require and reasonably expect to find there for the purpose of
making an informed assessment of the matters specified in section 87A(2) of the FSMA.

1.6 There is no fact or circumstance which is not disclosed with sufficient prominence in the
Issue Documents which ought to be taken into account by the UK Listing Authority or
Euronext in considering the application for listing of the New Shares or Preference
Shares.

1.7 The Placing and Open Offer (including without limitation, the creation, allotment and
issue of the New Shares and the publication and distribution of the Issue Documents)
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has been and will be conducted in all material respects in accordance with the terms
and conditions of the Issue Documents and the Company has complied and will comply
with all laws, rules and regulations applicable to the Placing and Open Offer in each
jurisdiction in which the New Shares are offered.

Provision of Information

The pro forma financial information on the Group set out, or incorporated by reference,
in the Prospectus has been duly and carefully prepared on the bases set out in the
Prospectus, in accordance with the Prospecius Rules and is presented on a basis
consistent with the accounting principles, standards and practices normally applied by
the Company.

The summary and selected financial information on the Group set out in the Prospectus
has been duly and carefully extracted from the Accounis and has been properly
compiled on a basis consistent with the accounting policies applied in the Accounts.

The capitalisation and indebtedness table set cut in the Prospectus has been properly
compiled on a basis that is consistent with the accounting policies applied in the
Accounts.

No Group Company has any off balance sheet financing, investment or liability material
for disclosure in the Prospectus that is not so fairly disclosed.

There are no facts or circumstances, which have not been included the Prospectus or
any other information provided to the UK Listing Authority, which would cause the UK
Listing Authority not to be satisfied that the Company's capital adequacy is regulated by
the FSA or suitably regulated by another regulaiory body.

The particulars of the employees schemes contained in the Prospectus or, when
published, any Supplementary Prospectus and, in particular, the information as to the
dates on which options or other rights may be exercised and the number of options or
other rights granted (conditionally or otherwise} on or before the date of this Agreement
are accurate in all material respects and not misleading.

Working capital report

All information supplied by the Company to the Joint Sponsors and/for the Auditers for
the purposes of the Working Capitat Report and/or any other report prepared by the
Auditors in connection with the Placing and Open Offer and in respect of any updates
thereto, has been supplied to them in good faith; and such information was when
supplied and remains true and accurate in all material respects and not misleading, and
no information has been withheld the absence of which might reasonably have affected
the contents of the Working Capital Report and/or any other such repoit.

The Working Capital Report has been approved by the Directors or a duly authorised
committee thereof and has been made after due and careful enquiry and consideration,
all statements of fact therein are frue and accurate in all material respects and not
misteading, all expressiens of opinion, intention or expectation contained therein will be
made on reasonable grounds afier due and careful enquiry and consideration and
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honestly held by the Directors and fairly based, there are no other facts known or which
could on reasonable enquiry have been known to the Company on the date of the
Working Capital Report or the date of the Prospectus or at Admission, the omission of
which would make any such statement or expression in the Working Capital Report
misleading, all the bases and assumptions on which the Working Capital Report will be
based are and will be reasonable and, so far as the Company is aware, there are no
other assumptions on which the Working Capital Report ought to have been based
which will not have been made.

The working capital statement contained in the Prospectus is true and accurate.
Derogation

Each statement made by or on behalf of the Company {and of which the Company is
aware) in connection with any application to the London Stock Exchange or the UK
Listing Authority or Euronext for information to be omitted from the Prospectus is true,
complete and accurate and not misieading. There is no information which has not been
disclosed in writing to the London Stock Exchange, the UK Listing Authority or Euronext
in connection with such an application which by its omission makes such a statement
untrue, inaccurate or misleading.

Compliance

Each Group Company has conducted its business in all material respecis in accordance
with all applicable laws and regulations of the United Kingdom and all relevant foreign
countries or authorities, and there is no order, decree or judgment of any court or any
governmental or other competent authority or agency of the United Kingdom or any
foreign country outstanding against any Group Company or any person for whose acts
any Group Company is vicariously liable which in any of the foregoing cases would, or
would be reasonably likely to, be {singly or in the aggregate) material in the context of
the Placing and Open Offer, any acquisition of New Shares or subscription for
Preference Shares by HM Treasury, Ordinary Shareholders or Placees, Admission,
Preference Admission or post-Admission dealing in the Ordinary Shares.

This Agreement, the Preference Share Subscription Agreement and the other
agreements fo be entered into by the Company in connection with Admission,
Preference Admission and the Placing and Open Offer and the allotment and issue of
the Preference Shares have been or will be duly authorised, executed and delivered on
behalf of the Company and assuming due authorisation, execution and delivery by the
other parties thereto, do or will constitute valid and binding obligations of the Company
enforceable against it in accordance with their terms (subject to mandatory rules of law
relating to insolvency),

Other than pursuant to (i} the Preference Share Subscription Agreement and (ii) options
or other rights granted under the Group's share option schemes and save as otherwise
would not (singly or in the aggregaie) be material in the context of the Placing and Open
Offer, any acquisition of New Shares or subscription for Preference Shares by HM
Treasury, Ordinary Shareholders or Placees, Admission, Preference Admission of post-
Admission dealing in the Ordinary Shares, there are no rights (conditional or otherwise)
(i} to require the issue of any shares or other securities (including without limitation, any
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loan capital) or securities convertible into or exchangeable for, or warrants, rights or
options to purchase, or obligations, commitments or intentions fo create the same or (ii)
to sell or otherwise dispose of any shares or other securities of a Group Company
(other than to another Group Company, as the case may be) which are outstanding and
in force.

Position since Accounts Date

Since the Accounts Date and save as disclosed in the Interim Accounts, ihe Press
Announcement or via a Regulatory Information Sepvice:

(A) each Group Company has carried on ifs respective business in the ordinary
course in all material respects, and there has been no Material Adverse Effect;

(B) there has been no material impairment to charges in respect of any assets of
the Company or of any Group Company, and there has been no increase in the
provisions in respect of losses in relation to any mortgage, loans or other assets
of the Company or of any Group Company that, in any of the foregoing cases,
would, or would be reasonably likely to, be (singly or in the agaregate) material
in the context of the Placing and Open Offer, any acquisition of New Shares or
subscription for Preference Shares by HM Treasury, Ordinary Shareholders or
Placees, Admission, Preference Admission or post-Admission dealings in the
Ordinary Shares;

(C) save for the Preference Share Subscripiion Agreement and any utilisation by
the Company of the short-term liquidity measures being made available by the
Bank of England (in the form notified by HM Govermnment to the European
Commission on 12 October 2008), no Group Company has, otherwise than in
the ordinary course of business, entered into or assumed or incurred any
contract, commitment {(whether in respect of capital expenditure or otherwise),
horrowing, indebtedness in the nature of boimowing, guarantes, liability
{including contingent liability) or any other agreement or obligation that, in any
of the foregoing cases, would, or would be reasonably likely to, be (singly orin
the aggregate) material in the context of the Placing and Open Offer, any
acquisition of New Shares or subscription for Preference Shares by HM
Treasury, Ordinary Shareholders or Placees, Admission, Preference Admission
of post-Admission dealing in the Ordinary Shares;

(D) other than in the ordinary course of business, no debtor has been released by
the Cempany to an extent which (singly or in the aggregate} is material in the
context of the Placing ang Open Offer, any acguisition of New Shares or
subsgcription for Preference Shares by HM Treasury, Ordinary Shareholders or
Placees, Admission, Preference Admission or post-Admission dealings in the
Ordinary Shares on terms that he pays less than the book value of his debt and
no debt of such material amount owing to the Company or any Group Company
has been deferred, subordinated or written off or has proven irrecoverable to
any material extent;

(E) no Group Company has been involved in any transaction (other than any
transaction provided for in this Agreement or in the Preference Share
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Subscription Agreement) which has resulted or would be reasonably likely to
result (singly or in the aggregate) in any liability for Tax on the Company or any
Group Company, which, in any of the foregoing cases, would, or would be
reasonably likely to, be (singly or in the aggregate) material in the context of the
Placing and Open Offer, any acquisition of New Shares or subscription for
Preference Shares by HM Treasury, Ordinary Shareholders or Placees,
Admission, Preference Admission or post-Admission dealing in the Ordinary
Shares other than a transaction in the ordinary course of business; and

(¥} no Group Company has been in default in any material respect under any
agreement or arrangement to which any Group Company is a party and which is
or is reasonably likely to be material and there are no circumstances likely to
give nse to such default, to an extent which (singly or in the aggregate) would,
or would be reasonably likely to, be material in the context of the Placing and
Open Offer, any acquisition of New Shares or subscription for Preference
Shares by HM Treasury, Ordinary Shareholders or Placees, Admission,
Preference Admission or post-Admission dealing in the Ordinary Shares.

Since the Accounts Date, there has been no significant change in the trading or financial
results of ABN Amro and its subsidiary undertakings, taken as a whole which is material
in the context of the financial results of the Group.

Litigation

No Group Company nor any of its officers or agents or employees is involved, or has
during the recent past (being not less than 12 months ending on the date of this
Agreement) been involved in any civil, criminal, arbitration, administrative, governmental
or other proceedings or governmental regulatory or similar investigation or enguiry,
whether as plaintiff, defendant or otherwise which, by itself or with other proceedings,
which would be, or is reasonably likely to be, material in the context of the Placing and
Open Offer, any acquisition of New Shares or subscription for Preference Shares by HM
Treasury, Ordinary Shareholders or Placees, Admission, Preference Admission or post-
Admission dealing in the Ordinary Shares.

No litigation or arbitration, administrative, governmental, civil, criminal or other
proceedings nor governmental, regulatory or similar investigation or enquiry are pending
or have been threatened by or against any Group Company or any of their respective
officers, agents or employees in relation to the affairs of any Group Company and, to
the best of the knowledge, information and belief of the Company and the Directors,
there are no facts or circumstances likely to give rise to any such litigation or arbitration,
administrative, criminal, governmental, civil, or other proceedings or governmental,
regulatory or similar investigation or enquiry, in each case, to an extent which, by itself
or with other proceedings, would be, or is reasonably likely to be, material in the context
of the Placing ang Open Offer, any acquisition of New Shares or subscription for
Preference Shares by HM Treasury, Ordinary Shareholders or Placees, Admission,
Preference Admission or posi-Admission dealing in the Ordinary Shares.

No Group Company nor any of its officers or agents or employees in relation to the
affairs of any Group Company has been a party to any undertaking or assurance given
fo any court or governmental agency or the subject of any injunction which in any of the
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foregoing cases is still in force and which, by itself or with other proceedings, which
would be, or is reasonably likely to be, material in the context of the Placing and Open
Offer, any acquisition of New Shares or subscription for Preference Shares by HM
Treasury, Ordinary Shareholders or Placees, Admission, Preference Admission or post-
Admission dealing in the Ordinary Shares.

For the purpose of this paragraph 7, proceedings includes any acticn by any
govemmental, public or regulatery authority (including any investment exchange or any
authority or body which regulates investment business or takeovers or which is
concermed with regulatory, licensing, competition, taxation matters or matters
conceming Intellectual Property Righis).

Arrangements with directors and shareholders

Save for the articles of association of the Company, the Preference Share Subscription
Agreement, any service agreement with a Director and any contracts entered into in the
ordinary course of business, there are no existing contracts or engagements or other
arrangements to which any Group Company is a paity and in which any of the directors
of any Group Company and/or any associate of any of them is interested which would
be material in the context of the Placing and Open Offer, any subscription for New
Shares or the Preference Shares by HM Treasury, Admission or post-Admission
dealings in the Ordinary Shares; and to the extent that any such contracts,
engagemenis or other arrangements exist they comply with the related party
requirements of the Listing Rules of the UK Listing Authority (or other relevant
regulator).

No Shareholder has any rights, in his capacity as such, in relation to any Group
Company other than as set out in the articles of association of the Company or the
Preference Share Subscription Agreement,

The Company is not aware of any claim, demand or right of action against any Group
Company otherwise than for accrued remuneration in accordance with their contracts of
employment by any officer or employee (or former officer or employee) of the Group
and/or any asscciate of them in any of the foregoing cases, to an extent thai (singly or
in the aggregate) would, or would be reasonably likely to, be material in the context of
the Placing and Open Offer, any acquisition of New Shares or subscription for
Preference Shares by HM Treasury, Ordinary Shareholders or Placees, Admission,
Preference Admission or post-Admission dealing in the Ordinary Shares.

So far as the Company is aware, no Director nor any person connected with such
Director nor any of the employees of the Group nor any person connected with any
such employee is in breach of any restrictive covenant, employment agreement or
contract for services which would, or would be reasonably likely to, affect the Company
or any other Group Company and so far as the Company is aware, there are no
circumstances which might give rise to any claim of such a breach or any other dispute
with any emplover, former employer or other person for whom any Director or employee
of the Group provides or has provided services, in any of the foregoing cases to an
extent that (singly or in the aggregate) would, or would be reasonably likely to, be
material in the context of the Placing and Open Offer, any acquisition of New Shares or
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subscription for Preference Shares by HM Treasury, Ordinary Shareholders or Placees,
Admission, Preference Admission or post-Admission dealing in the Ordinary Shares.

For the purpose of this paragraph 8, associate has the meaning:

{A) in the case of an individual, given to “connected person” under section 96B(2) of
FSMA; and
(B) in the case of a body corporate, given to “associated company” in sections 416

et seq. of the Income and Corporation Taxes Act 1988,
Information technology

Save as otherwise would not (singly or in the aggregate) be material in the context of
the Placing and Open Offer, any acquisition of New Shares or subscription for
Preference Shares by HM Treasury, Crdinary Shareholders or Placees, Admission,
Preference Admission or post-Admission dealings in the Ordinary Shares:

(A) systerns used or planned to be used in connection with the businesses of the
Group are all the systems required for the present needs of the business of the
Group, including, without limitation, as to system capacity and ability to process
current peak volumes and aniicipated volumes in a timely manner;

(B) in the 12 months prior to the date of this Agreement, the Group not suffered any
failures or bugs in or breakdowns of any systems used in connection with the
husinesses of the Group which have caused any substantial disruption or
interruption in or o its use and the Company is not aware of any fact or matter
which may so disrupt or interrupt or affect the use of such equipment following
the date of this Agreement on the same basis as it is presently used,

(C) all hardware comprised in any systems, excluding any software and any
external communications lines, used in the businesses of the Group are owned
(except those iterns which are subject to finance leases) and operated by and
are under the conirol of a Group Company and are not wholly or pardly
dependent on any facilities which are not under the ownership, operation or
centrol of the Group or {(where governed by outsourcing or other similar
arrangements) are otherwise openly accessible to the Group; and

(D) each Group Company is validly licensed to use the software used in its
business.

Share Schemes

Save as required by the Preference Share Subscription Agreement and save as
otherwise would not (singly or in the aggregate) be material in the context of the Placing
and Open Offer, any acquisition of New Shares or subscription for Preference Shares
by HM Treasury, Ordinary Shareholders or Placees, Admission, Preference Admission
or post-Admission dealings in the Ordinary Shares, except for options or other rights
granted under the Company's approved share option schemes or other employee
incentive arrangements in accordance with normal practice, there are no arrangements
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which (contingently or otherwise) may give rise to an obligation on the Company or any
Group Company to allot, issue or grant any relevant securities as defined in section 80
of the CA 1985.

Pension schemes

Save as would otherwise not {singly or in the aggregate) be material in the context of
the Placing and Open Offer, any acquisition of New Shares or subscription for
Preference Shares by HM Treasury, Ordinary Shareholders or Placees, Admission,
Preference Admission or post-Admission dealings in the Ordinary Shares, the Group is
not paying, and is not under any liability (actual or contingent) to pay or secure {other
than by payment of employers’ contributions under national insurance or social security
legislation), any pension or other benefit on retirement, death or disability or on the
attainment of a specified age or en the completion of a specified number of years of
service.

Agreements

Save for the Preference Share Subscription Agreement and save otherwise as would
not (singly or in the aggregate) be maternal in the context of the Placing and Open Offer,
any acquisition of New Shares or subscription for Preference Shares by HM Treasury,
Ordinary Shareholders or Placees, Admission, Preference Admission or post-Admission
dealings in the Ordinary Shares, there is nc agreement, undertaking, instrument or
arrangement requiring the creation, allotment, issue, redemption or repayment, or the
grant to any person of the right (whether conditional or not} to require the allotment,
issue, redemption or repayment, of any shares in the capital of the Company or a
Material Subsidiary (including, without limitation, an option or right of pre-emption or
conversion).

Regulatory

No Group Company nor any of its officers has failed to comply with any statutory
provision or any rules, regulations, directions, requirements, notices and provisions of
the FSA or any other regulatory body applying to such Group Company in relation to its
business including (without limitation} in respect of the mainienance of its Capital
Resources Requirement and satisfaction of the Overall Financial Resources Rule and
any equivalent capital requirements in any other jurisdiction that are applicable to any
Group Company; no obligation has arisen in respect of the general notification
requirements under Chapter 15.3 of SUP, save in any of the foregoing cases to an
extent which would not {singly or in the aggregate) be material in the context of the
Placing and Open Offer, any acquisition of New Shares or subscription for Preference
Shares by HM Treasury, Ordinary Shareholders or Piacees, Admission, Preference
Admission or post-Admission dealing in the Ordinary Shares.

Save as otherwise as would not (singly or in the aggregate) be material in the context of
the Placing and Open Offer, any acquisition of New Shares or subscription for
Preference Shares by HM Treasury, Ordinary Shareholders or Placees, Admission,
Preference Admission or post-Admission dealings in the Ordinary Shares, no Group
Company is the subject of any investigation, enforcement action (including, without
limitation to vary the terms of any permission of licence) or disciplinary proceeding by
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the FSA or any other reguiatory body having jurisdiction over such Group Company, and
no such investigation, enforcement action or disciplinary proceeding is threatened or
pending.

Cash box

JerseyCo has not undertaken any obligations or liabilities except pursuant to or as
contemplated by the Subscription and Transfer Agreement and the Option Agreement.

JerseyCo is and will remain resident in the United Kingdom and nowhere else for United
Kingdom tax purposes.

No share register of JerseyCo is located or kept in the United Kingdom.

Neither the Company nor JerseyCo has caused or permitted any issue or transfer of
shares or debentures in JerseyCo which is unlawful for the purposes of Section 765 of
the Income and Corporation Taxes Act 1988.

Competition

No Group Company is a party o (or is concernad in) any agreement, arrangement,
concerted practice or course of conduct which infringes, or of which particulars have or
should have been delivered to any relevant governmental or other authority in any
jurisdiction under any relevant legislation in any territory regarding anti-competitive or
restrictive trade or business practices or which falls within Articles 81 and/or 82 of the
EC Treaty, or otherwise, in any of the foregoing cases to an exient that (singly or in the
aggregate) would, or would be reasonably likely to, be material in the context of the
Placing and Open Offer, any acquisition of New Shares or subscription for Preference
Shares by HM Treasury, Ordinary Shareholders or Placees, Admission, Preference
Admission or post-Admission dealing in the Ordinary Shares,

No Group Company is, or has been, in connection with its business or that of any other
Group Company, engaged in any praciice which contravenes any such legislation as is
referred to in the preceding paragraph or which is under investigation by any authority
referred to in the preceding paragraph or which is the subject of undertakings to any
such autherity and, so far as the Company is aware, none of the practices carried on by
any Group Company contravengs or may coniravene any such legislation or is
reascnably likely io be subject to such investigation, in any of the foregoing cases to an
extent that would, or would be reasonably likely to, be (singly or in the aggregate)
material in the context of the Placing and Open Offer, any acquisition of New Shares or
subscription for Preference Shares by HM Treasury, Ordinary Shareholders or Placees,
Admission, Preference Admission or post-Admission dealing in the Ordinary Shares.
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SCHEDULE 4
PRO FORMA NOVATION AGREEMENT

THIS NOVATION AGREEMENT is made the [s] day of {s], 20[e]

BETWEEN:

THE COMMISSIONERS OF HER MAJESTY'S TREASURY, of 1 Horse Guards Road,
London SW1A ZHQ ("HMT")

2. THE ROYAL BANK OF SCOTLAND GRQUP PLC, a company incorporated in
Scotland with registered number 45551 whose registered office is at 36 St Andrew
Square, Edinburgh EH2 2YB (“RBS™)

3. UBS LIMITED, a company incorporated in England and Wales with registered number
2035362 whose registered office is at 1 Finsbury Avenue, London EC2M 2PP ("UBS"),

4. MERRILL LYNCH INTERNATIONAL, a company incorporated in England and Wales
with registered number 02312079 and whose registered office is at Merrill Lynch
Financial Centre, 2 King Edward Street, London EC1A 1HQ (“Merril! Lynch™;

AND

5. { Jof [ ] {registered in
England No. [ 1) (the "Company”)

WHEREAS:

{A) HMT, RBS, UBS and Mermill Lynch have entered into the Placing Agreement (as defined

(B)

in this agreement).

HMT wishes to be released and discharged from the Placing Agreement and RBS, UBS
and Merrill Lynch have agreed {o release and discharge HMT from the Placing
Agreement upon the terms of the Company's undertaking to perform the Placing
Agreement and be bound by its terms in the place of HMT and HMT agreeing to
guarantee the Company's obligaticns in respect of the Placing Agreement.

NOW IT IS AGREED as follows:-

1.1

INTERPRETATION

In this agreement:

“Placing Agreement" means the agreement effective as of 13 October 2008 between
HMT, RBS, UBS and Merrill Lynch relating to the placing and

open offer of a number of RBS's ordinary shares; and

“Continuing Parties* means RBS, UBS and Merrill Lynch and “Continuing Party”
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shall be construed accordingly.
In this agreement, unless otherwise specified:

(A) references to clauses and sub-clauses are to clauses and sub-clauses of this
agreement; and

(B) neadings to clauses and schedules are for convenience only and do not affect
the interpretation of this agreement.

COMPANY’'S UNDERTAKING

With effect from the date of this agreement and in consideration of the undertakings
given by the Continuing Parties in clause 3, the Company hereby undertakes to
ohserve, perform, discharge and be bhound by the Placing Agreement as if the Company
were a party to that agreement in the place of HMT. Notwithstanding this undertaking,
nothing in this agreement shall:

(A) require the Company to perform any obligation created by or arising under the
Placing Agreement falling due for performance, or which should have been
performed, before the date of this agreement;

(B) make the Company liable for any act, neglect, default or omission in respect of
the Placing Agreement committed by HMT or occurring before the date of this
agreement, or

<) impose any obligation on the Company for er in respect of any obligation
performed by HMT under the Placing Agreement before the date of this
agreement.

CONTINUING PARTIES’ UNDERTAKING AND RELEASE OF HMT

With effect from the date of this agreement and in consideration of the undertakings
given by the Company in clause 2 and the undertakings and guarantee given by HMT in
clauses 4 and 5 respeciively, each of the Continuing Pariies hereby:

{(A) releases and discharges HMT from all obligations to observe, perform,
discharge and be bound by the Placing Agreement;

(B) accepts the Company’s undertaking to observe, perform, discharge and be
bound by the Placing Agreement (such undertaking being set out in clause 2);
and

(C) agrees to observe, perform, discharge and be bound by the Placing Agreement
as if the Company were a party to the Placing Agreement in the ptace of HMT.

Notwithstanding the provisions of sub-clause 3.1(A}, nothing in this agreement shall
affect or prejudice any claim or demand whatsoever which any Continuing Party may
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have against HMT in relation to the Placing Agreement and arising out of matters prior
to the date of this agreement.

HMT'S UNDERTAKING AND RELEASE OF THE CONTINUING PARTIES

With effect from the date of this agreement and in consideration of the undertakings
given by the Continuing Parties in clause 3, HMT hereby releases and discharges each
of the Continuing Parties from all obligations to observe, perform, discharge and be
bound by the Placing Agreement. Notwithstanding this undertaking and release,
nothing in this agreement shall affect or prejudice any claim or demand whatsoever
which HMT may have against any Continuing Party in relation to the Placing Agreement
and arising out of matters prior to the date of this agreement.

GUARANTEE AND INDEMNITY

In consideration of the undertakings given by the Confinuing Parties in clause 3, HMT
hereby unconditionally and irmevocably guarantees to each Continuing Party the due
and punctual performance and observance by the Company of all its obligations,
commitments and undertakings under or pursuant to this agreement and agrees to
indemnify each Continuing Party on an after-tax basis against all loss, damage, costs
and breach by the Company of its obligations, commitments or undertakings under or
pursuant to this agreement. The liability of HMT under this agreement shall not be
released or diminished by any variation of the terms of this agreement or the Placing
Agreement as novated by this agreement (whether or not agreed by HMT), any
forbearance, neglect or delay in seeking performance of the obligations hereby imposed
or any granting of time for such performance.

If and whenever the Company defauits for any reason whatsoever in the performance of
any obligation or liability undertaken or expressed to be undertaken by the Company
under or pursuant to this agreement, HMT shall forthwith upon demand unconditionally
perform (or procure performance of} and satisfy (or procure the satisfaction of) the
obligation or liability in regard o which such default has been made and so that the
same benefits shall be conferred on each Continuing Party as such party would have
received if such obligation or liability had been duly performed and satisfied by the
Company.

This guarantee is to be a continuing guarantee and accordingly is to remain in force
uniil all the obligations, commitments and undertakings of the Company referred to in
sub-clause 5.1 shall have been performed or satisfied. This guarantee is in addition to
and without prejudice to and not in substitution for any rights or security which any
Continuing Party may now or hereafter have or hold for the performance and
observance of the obligations, commitrnents and undertakings of the Company under or
in connection with this agreement.

As a separate and independent stipulation HMT agrees that any obligation expressed (o
be undertaken by the Company (including, without limitation, any moneys expressed to
be payable under this agreement or the Placing Agreement as novated by this
agreemeni) which may not be enforceable against or recoverable from the Company by
reason of any legal limitation, disability or incapacity on or of the Company or any other
fact or circumstance (other than any limitation imposed by this agreement or the Placing
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Agreement as novated by this agreement) shall nevertheless be enforceable against
and recoverable from HMT as though the same had been incurred by HMT and HMT
were the sole or principal obligor in respect thereof.

COMPANY CEASES TO BE WHOLLY OWNED BY HMT

In the event that the Company at any time after the date of this agreement ceases to be
directly or indirectly wholly-owned by HMT, the Company shall, and HMT will procure
that the Company shali, enter into a novation agreement upon substantially the same
terms as this agreement such that the rights and obligations assumed by the Company
under this agreement are novated either to HMT or to an entity which is, directly or
indirectly, wholly owned by HMT. The Confinuing Parties agree to consent to, and o
execute and deliver all such documentation as may be necessary to effect, such
novation,

NOTICES

For the purposes of all provisions in the Placing Agreement concerning the service of
notices, the address of the Company is its registered office as shown above from time to
time and its fax number is [e]. All notices served on the Company under the Placing
Agreement should be marked for the attention of [e].

COUNTERPARTS

This agreement may be executed in any number of counterparts, and by the parties on
separate counterparts, but shall not be effective until each party has executed at least
one counterpait.

Each counterpart shall constitute an original of this agreement, but all the counterparts
shall together constitute but one and the same instrument.

GOVERNING LAW

The Confinuing Parties and the Company hereby agree that this Agreemeni and any
non-contractual obligations arising out of or in connection with it shall be govemned by
and construed in accordance with English law and that the courts of England and Wales
are to have exclusive junisdiciion to settle any matter, ciaim or dispute arising hereunder
and submits (o the jurisdiction of the English Courts.

| To be included if the Company is not a company incorporated in England:

10.

AGENT FOR SERVICE OF PROCESS

The Company shall at all times maintain an agent for service of process and for service
of any other documents and proceedings in England, or any other proceedings in
connection with this Agreement. Such agent shall be [agent with address in England]
and any writ, judgment or other notice of legal process shall be sufficiently served on
the Company if delivered fo such agent at its address for the time being. The Company
irrevocably undertakes not to revoke the authority of the above agent and if, for any
reason, the agent ceases to act as such, the Company shall appoint a replacement
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agent having an address for service in England and shall notify the Conlinuing Parties
of the name and address of such replacemant agent. If the Company fails fo appoint
another agent, any of the Continuing Parties shail be enlitled to appoint one on the
Company’s behalf and at the Company’s expense.)

IN WITNESS of which this Agreement has been executed on the date which first appears on
page 1 of this Agreement.

For and on behalf of
THE COMMISSIONERS OF HER MAJESTY’S TREASURY

For and on behalf of
THE ROYAL BANK OF SCOTLAND GROUP PLC

For and on behalf of
uBS LIMITED

For and on behalf of
MERRILL LYNCH INTERNATIONAL

For and ¢n behaif of
{/nsert name of the Company]
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SCHEDULE 5
US INVESTOR LETTER

[Mame, address, fax number and
attention details for the Company]

[{Mames, addresses, fax numbers and
attention delails for the Placing Agents]

cc. [You must fax a copy of this letter
fo the financial Intermediary through
which your existing ordinary shares
are held. Accordingly please insert
here name, address and confact
details of the refevant financial
intermediary.j

, 2008

Ladies and Gentlemen

In connection with our proposed acquisition of new shares (the “New Shares”) of [inserf name
of company] (the "Company”}, which are being offered by way of a placing and open offer (the
“Placing and Open Offer"}, we represent, warrant, agree and confirm that:

1.

To the extent we are an existing shareholder of the Company, we are the beneficial
holder of and/or exercise full investment discretion with respect to our ordinary shares of
the Company.

We are an institution which {a) has such knowledge and experence in financial and
business matters that we are capable of evaluating the merits and risks of our
investments in the New Shares, and (b) we, and any accounts for which we are acling,
are able to bear the economic risk, and sustain a complete lgss, of such investment in
the New Shares.

We are a “qualified institutional buyer” (@ "QIB") as defined in Rule 144A (*Rule 144A™)}
under the US Securities Act of 1833, as amended (the “Securities Act”). Further, if we
are acquiring the New Shares as a fiduciary or agent for one or more invesior accounts,
(a) each such account is a QIB, (b) we have invesiment discretion with respect to each
account, and (¢) we have full power and authority to make the representations,
warranties, agreements and acknowledgements herein on behalf of each such account.

We will base cur investment decision on a copy of the Company's prospectus dated [e],
2008, including the documents incorporated by reference therein (the "Prospectus”).
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We acknowledge that neither the Company nor any of its affiliates nor any other person
{including [insert names of placing agents] (together, the “Placing Agents”)) has made
any representations, express or implied, to us with respect to the Company, the Placing
and Open Offer, the New Shares or the accuracy, completeness or adequacy of any
financial or other information concerning the Company, the Placing and Cpen Offer or
the New Shares, other than (in the case of the Company and its affiliates only) the
information contained or incorporated by reference in the Prospectus. We acknowledge
that we have not relied on any information contained in any research reporits prepared
by the Placing Agents or any of their respective affiliates. We understand that the
Prospectus has been prepared in accordance with UK format, style and content, which
differs from US format, style and content. In particular, but without limitation, the financial
information contained in the Prospectus have been prepared in accordance with
International Financial Reporting Standards, and thus may not be comparable io
financial statements of US companies prepared in accordance with US generally
accepted accounting principles. We will not distribute, forward, transfer or otherwise
transmit the Prospectus, or any other presentational or other materials concerning the
Placing and Open Offer (inciuding electronic copies thereof) to any person within the
United States (other than a QIB on behalf of which we act). We acknowledge that we
have read and agreed to the matters set forih under the heading “linsert name of
relevant section of Prospectus containing notices to oversees investors, including US
investors]” in the Prospectus.

We will make our own independent investigaiion and appraisal of the business, results,
financial condition, prospects, creditworthiness, status and affairs of the Company and
we will make our own investment decision to acquire the New Shares. We understand
that there may be certain consequences under US and other tax laws resulting from an
investment in the New Shares, including that we must bear the economic risk of an
investment in the New Shares for an indefinite period of time, and we will make such
investigation and consult such tax and other advisors with respect thereto as we deem
appropriate.

Any New Shares we acquire will be for our own account (or for the account of a QIB as
to which we exercise sole investment discretion and have authority to make the
statements contzined in this letter) for investment purposes, and not with a view to
resale or distribution within the meaning of the US securities laws, subject to the
understanding that the disposition of our property shall at all times be and remain within
our control,

We understand that the New Shares are being offered in a transaction not involving any
public offering in the United States within the meaning of the Securities Act and that the
New Shares are not being and will not be registered under the Securities Act or with any
State or other jurisdiction of the United States. We acknowledge and agree that we are
not taking up the New Shares as a result of any general solicitation or general
advertising (as those terms are defined in Regulation D under the Securities Act). We
understangd and agree that, although offers and sales of the New Shares are being
made in the United States to QIBs, they are not being made under Rule 144A, and that
the New Shares are not eligible for resale pursuant to Rule 144A,

We understand that the New Shares will be “restricted securities” within the meaning of
Rule 144(a)(3) under the Securities Act and we agree that for so long as such securities
are “restricted securities” (as so defined), they may not be deposited into any
unrestricted depositary facility established or maintained by any depositary bank,
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inciuding the current American Depositary Receipt ("ADR”) facility maintained by The
Bank of New York Mellon, as depositary for the Company's ADR facility (the
“Depositary™}.

As long as the New Shares are “restricted securities” within the meaning of Rule
144(a)(3) under the Securities Act, we will not reoffer, resell, pledge or otherwise transfer
the New Shares, except in an offshore fransaction in accordance with Rule 803 or Rule
904 of Regulation S under the Securities Act (which, for the avoidance of doubt,
includes a sale over the London Stock Exchange) and in accordance with any applicable
securities laws of any state or other jurisdiction of the United States.

We understand that, to the extent the New Shares are delivered in certificated form, the
certificate delivered in respect of the New Shares will bear a legend substantially to the
following effect for so long as the securities are “restricted securities” within the meaning
of Rule 144(a)(3) under the Securities Act:

THE SHARES REPRESENTED HEREBY HAVE NOT BEEN AND WILL NOT BE
REGISTERED UNDER THE UNITED STATES SECURITIES ACT OF 1933, AS
AMENDED ({THE “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 CR OTHERWISE TRANSFERRED
EXCEPT IN AN OFFSHORE TRANSACTION IN ACCORDANCE WITH RULE 903 OR
RULE 904 OF REGULATION S UNDER THE SECURITIES ACT AND IN
ACCORDANCE WITH ANY APPLICABLE SECURITIES LAWS OF ANY STATE OR
OTHER JURISDICTION OF THE UNITED STATES. NOTWITHSTANDING ANYTHING
TO THE CONTRARY IN THE FOREGOING, THE SHARES MAY NOT BE DEPOSITED
INTO ANY UNRESTRICTED DEPOSITARY RECEIPT FACILITY IN RESPECT OF
SHARES ESTABLISHED OR MAINTAINED BY A DEPOSITARY BANK. EACH
HOLDER, BY ITS ACCEPTANCE OF THESE SHARES, REPRESENTS THAT IT
UNDERSTANDS AND AGREES TO THE FOREGOING RESTRICTIONS.

We acknowledge that, whether or not we currently hold the Company’s ADRs, we will
receive the New Shares in the form of ordinary shares and nof in the form of ADRs.

We acknowledge that until six months after the latest date on which the New Shares are
delivered in the Placing and Open Offer (which is currently expected to be [+) 2008}, the
Depositary will not accept deposits of the New Shares in the ADR facility, or permit pre-
releases of the Company's American Depositary Shares from the ADR facility, unless we
(or a broker on behalf of us) certify, among other things, that the shares ic be deposited
were nol subscribed or purchased pursuant to the Placing ang Open Offer, and that we
have not borrowed shares 10 be deposited with the intention of replacing thern with New
Shares subscribed or purchased pursuant to the Placing and Open Offer.

We understand and acknowledge that the Company shall have no obligation to
recognize any offer, sale, pledge or other transfer made other than in compliance with
the restrictions on transfer sei forth and described herein and that the Company may
make notation on its records or give instructions to [insert name of registrar] and any
fransfer agent of the New Shares and to the Depositary under its ADR facility in order to
implement such restrictions.

We understand that the foregoing representations, warranties, agreements and
acknowtedgements are required in connection with United States and other securities
laws and that the Company, its affiliates, the Placing Agents and their respective
affiliates, and others are entitled to rely upon the truth and accuracy of the
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16.

i7.

18.

o8

representations, warranties, agreements and acknowledgements contained herein. We
agree that if any of the representations, warranties, agreements and acknowledgements
made herein are no longer accurate, we shall prompily notify the Company and the
Placing Agents. All representations, warranties, agreements and acknowledgements we
have made in this letter shall survive the execution and delivery hereof.

We confirm that, to the extent we are purchasing the New Shares for the account of one
or more other persons, (a) we have been duly authorized to sign this letter and make the
confirmations, acknowledgements and agreemenis set forth herein on their behalf and
(b} the provisions of this letter constitute legal, valid and binding obligations of us and
any other person for whose account we are acting.

We irrevocably authorize the Company, its affiiates, the Placing Agents and their
respective affiliates and any person acting on their behalf to produce this letter or a copy
nereof to any interested party in any administrative or legal proceedings, dispute or
official inquiry with respect to the matters covered hereby.

This letter shall be governed by, and construed in accordance with, the laws of the State
of New York.

We agree to promptly notify you if, at any time prior to [insert refevant date], any of the
foregoing ceases to be true.

Yours truly,

[Signature of authorized signatory]

ON BEHALF OF [Institution]

By:

[Name of authorized signatory]
[Title of authorized signatory)
[Institution]

[Address]

[Name of nominee, if applicable]
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2.2

3.1

SCHEDULE &
CONDITIONS TERM SHEET

Remuneration
Remuneration

No Board Director bonuses for 2008 — where part of contractual arrangement Board
Directors relinquish these voluntarily. Bonuses in respect of 2009 for existing directors
will be confined to restricted stock and based on the target of rewarding long term value
creafion faking account of risk.

RBS will comply with the ABI industry best practice code on remuneration.
Remuneration will seek to reward long term value creation and not encourage
excessive risk taking. Short term indicators will be taken into account only where fully
consistent with long term value creation and not encouraging excessive risk taking.
Reward for board members will also take into account relative compensation packages
and perceived fairness in the current economic climate and the restructuring of the
bank.

No rewards for failure; where a Board Member loses the confidence of the Board, they
should be able to be dismissed at a cost that is reasonable and perceived as fair,

Commitment to FSA Code on risk based remuneration

Corporate Governance

HMT will work with the board on its appointment of 3 new independent directors

immediately following Admission. Thereafter, consistent with best practice, the Company

will engage constructively with HM Treasury in its role as a shareholder.

To show firm and unequivocal staterment of intent to deliver revised strategy

Lending

Mortgages

(A) A commitment to immediately restore and maintain the availability and active
marketing of competitively priced mortgage lending through to the end of 2011
at a leve! at least equivalent to that of 2007 (provided that the Company shall

not be required to engage in uncommercial practices),

(B) General commitment to participate (until at least the end of 2011) in industry
initiatives and fo comply with government codes/guidance.

(C) Make available, until the end of 2009, a sum to be agreed for the establishment
and maintenance of shared equity/ shared ownership schemes to help people
struggling with mortgage payments to stay in their homes, either through
individual bank schemes or paid into a cenfral fund run by industry.
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3.3

3.4

3.5

100

(D) Make available, until the end of 2008, a sum to be agreed to support ongoing
expansion of financial capability initiatives.

SMEs

{A) A commifment io immediately restore and maintain availability and active
marketing of competitively priced lending to SMEs at a level at least equivalent
to that of 2007 unti! the end of 2011 (provided that the Company shall not be
required to engage in uncommercial practices).

(B) Publish an annual report, for each year through to 2011, on;
i overzll level of lending to SMEs;

(i) overdraft facilities and loans made available to SMEs: volumes,
amounts and interest rates and other charges;

(iii} amount of foreclosures of debt finance made available to SMEs;

(iv) amount of lending through the Small Firms Loan Guaraniee Scheme,
and

(v) the application and use of an EIB global loan facility to secure additional
liquidity specifically for SME lending.

Will establish transparent public reporiing on both SME lending and Mortgages as
agreed with HMG

The activities of the Company will be limited to the higher of: (i) the annual growth rate
of growih of UK neminal GDP in the preceding year; and (ii) the average historical
growth of the balance sheets in the UK banking sector during the peried 1987-2007,
unless there is evidence that the thresholds are exceeded for reasons unrelated to the
provision of the aid referred to in the EC Commission's decision dated 13 October 2008
(the "Decision").

Further, in conjunction with HM Treasury, the Company will, within six months of the
earlier of the Recognition Date (pursuant to rule 11.1 of the rules of the 2008 Credit
Guarantee Scheme) and the listing date, prepare, to the extent required by the
Decision, a restructuring plan in a form suitable for notification to the EC Cornmission in
accordance with the Decision and, at the reguest of HM Government, furnish all
information reasonably necessary for complying with the terms of that Decision,

Applicatlon

The constraints in this Schedule shall apply until HM Government or the Commission
determines {or a court of competent jurisdiction finally determines) that the Company is
no longer in receipt of the aid which is the subject of the Decision. If the Company does
not utilise (or ceases to utilise)} the wholesale funding guarantee being made available
by HM Government and which is referred to in the Decision and either: {i} this
Agreementi is terminated but, by virtue of clause 2.10(C), this Schedule remains in full
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force and effect; or (i} this Agreement is not terminated and New Shares are issued to
HM Treasury (andfor Preference Shares are issued to HM Treasury pursuant to and in
accordance with the Preference Share Subscription Agreement) but HM Treasury has
substantively reduced its holding of Ordinary Shares andfor Preference Shares, HM
Treasury shall consult with the Company with a view to making submissions to the
Commission that the constraint in this paragraph (or this Schedule as a whole) be
disapplied or to obtain clarity as to when the constraint in this paragraph (or the
Schedule as a whole) will cease to apply.
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IN WITNESS WHEREOQF this agreement has been entered into as of the date which first
appears on page 1 of this agreement on the dates which appear below.

SIGNED by and for and on behalf of )
THE ROYAL BANK OF SCOTLAND ) M/QW(. et .
GROUP PLC )

Date: L(_ NW/V‘GQS 7—@8

SIGNED by and for and on behalf of )
UBS LIMITED )

Date:

SIGNED by and for and on behalf of )
MERRILL LYNCH INTERNATIONAL )

Daie:

SIGNED by two of

THE COMMISSIONERS OF HER
MAJESTY'S TREASURY

in the presence of:

M et gt e

Date:
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IN WITNESS WHEREQGF this agreament has been entared inlo as of the daie which first
appears on page 1 of this agreement on the dates which appear below.

SIGNED by and for and on behaif of }
THE ROYAL BANK OF SCOTLAND }
GROUP PLC )
Date:

SIGNED by and for and on bshalf of

UBS LIMITED )
gF> DASD fEAL
A CTTe pTRECTL
Date:
SHENED by and for and on behalf of ]

MERRILL LYNCH INTERNATIONAL

Date:

SIGNED by two of

THE COMMISSIONERS OF HER
MAJESTY'S TREASURY

In the presence ol:

—— i e e

Dats:

BTN CESSHTO00Z PIRD M 16921237

117554-0083




102

IN WITNESS WHEREQF this agresment has been entered into as of the date which first
appears on page 1 of this agreement on the dates which appear below.

SIGNED by and for and on behalf of )
THE ROYAL BANK OF SCOTLAND )
GROUP PLC )
Date:
SIGNED by and tor and on behalf of }
UBS LIMITED )
Dsate:
SIGNED by and for and on behaif of y
MERRILL LYNCH INTERNATIONAL y
Date:
SIGNED by two of )
THE COMMISSIONERS OF HER )
MAJESTY'S TREASURY )
)

in the presence of:

Date:
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IN WHTNESS WHEREQF this agreemant has been enlared into as of the dale which first
appears on page 1 of this agreement on the dates which appear below.

SIGNED by and for and on behalf of }
THE ROYAL BANK OF SCOTLAND !
GROUP PLC }
Dale;

SIGNED by and for and on benhall of }
UBS LIMITED

Gaie:

SIGNED by and for and on behalf of }
MERRILL LYNCH INTERNATION AL 3
Dale:

SIGNED by two of

THE COMMISSIONERS OF HER
MAJESTY'S TREASURY

in the presence of:

o
jﬁ}%% é&{,{_{,&%—-—-—%ﬂ e

e

et e b

Date:

FHAT0404 CEOR2EFGO0E PIRE J11008T1237




Dated as of 13 October 2008

HBOS PLC

and

MORGAN STANLEY & CO. INTERNATIONAL PLC

and

DRESDNER KLEINWORT LIMITED

and

THE COMMISSIONERS OF HER MAJESTY'S TREASURY

PLACING AND OPEN OFFER AGREEMENT

Slaughter and May
One Bunhill Row
London
EC1Y 8YY
(JAYPIACZE)

CEQ82870013
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THIS AGREEMENT is effective as of 13 October 2008 among:

(1)

(2

(3)

(4)

HBOS PLC, a company incorporated in Scotland with registered number 218813 and
whose registered office is at The Mound, Edinburgh EH1 1YZ (the "Company");

MORGAN STANLEY & CO, INTERNATIONAL PLC, a company incorporated in
England and Wales with registered number 02068222 whose registered office is at 25
Cabot Square, Canary Wharf, London E14 4QA ("Morgan Stanley");

DRESDNER KLEINWORT LIMITED, a company incorporated in England and Wales
with registered number 00551334 and whose registered office is at 30 Gresham Street,
London EC2V 7PG (“Dresdner”); and

THE COMMISSIONERS OF HER MAJESTY'S TREASURY, of 1 Horse Guards Road,
London SW1A ZHQ (*HM Treasury”).

WHEREAS:

(A)

(B)

(€)

)

(E)

The Company proposes fo invite Qualifying Shareholders to apply to acquire New
Shares st the I1ssue Price by way of an open offer and on the ierms and subject to the
conditions to be set out in the Circular, the Prospectus and (in the case of Qualifying
Non-CREST Shareholders only) the Application Form.

Each of Morgan Stanley and Dresdner is willing {severally and not jointly or joinily and
severally), on the terms and subject to the conditions set out in this Agreement, to use
reasonable endeavours to procure Placaes (o acquire the New Shares on such terms
and conditions as may be agreed by the Company and HM Treasury, including the
Treasury Solicitor, and at a price not lower than the Issue Price on the basis that the
New Shares shall be subject to clawback to the exient they are taken up under the
Open Offer.

To the extent not placed or taken up under the Open Offer and subject to the provisions
of this Agreement, HM Treasury is willing 1o acquire (or procure that jis nominee
acquires) such New Shares itself,

The Company proposes, subject, inter alia, to the passing of the Resolutions, to allot
and issue the New Shares to such persons as Morgan Stanley and/or Dresdner may
(with the consent of HM Treasury) direct, or, failing which, o HM Treasury (or its
nominee) as Placee. The consideration for the allotment and issue of the New Shares
to Qualifying Shareholders and/or Placees, andfor to HM Treasury or its nominee (as
the case may be) will be the transfer of the Consideration Shares by each of the Joint
Sponsors (each in its capacity 2s a subscriber for the Consideration Shares) fo the
Company.

The Company has agreed to appoint the Joint Sponsors to act as joint sponsors in
connection with the applications for Admission and, to the extent required by the UKLA,
the publication of the Circular and as joint bookrunners and placing agents in
connection with the Placing.




{F) Application will be made to the FSA and the Londen Stock Exchange for the admission
of the New Shares and the Preference Shares to the Official List and to trading on the
London Stock Exchange’s market for listed securities.

(G) The Company has agreed that it shall procure that Admission and Preference
Admission shall occur after the Scheme Hearing but not later than by 12.00 p.m.
(midday)} on the date on which the Scherne Record Time occurs so as to ensure that the
New Shares are shares to which the Scheme relates at the Scheme Record Time.

NOW THEREFORE IT IS AGREED as follows:

1. INTERPRETATION
1.1 In this Agreement (including the Recitals):
“Acceptance” means application and payment validly made (or,

“Accepted Shares”

“Accounts”

“Accounts Date”

“Acquisition”

“Acquisition Resolution”

“Admisslon”

where the context so requires, treated as validly
made) in accordance with the procedures to be set
out in the Prospectus and (where appropriate) the
Application Form (including, for the avoidance of
doubt, any such application and payment validly
made in respect of New Shares in addition fo
Qualifying Shareholders’ pre-emptive
entitlements);

has the meaning given in clause 6.1(A),

means the audited consolidated accounts of the
Group for the three years ended 31 December
2005, 2006 and 2007 (including, without limitation,
the related directors’ and auditors’ reports, the
consclidated income statement, the consolidated
balance sheet, the consolidated cashflow
statement, the consolidated statement of
recognised income and expense and all related
notes);

means 31 December 2007;

means the recommended acquisition of the
Company by Lloyds TSB,

means the resolution, in a form acceptable o HM
Treasury, acting reasonably, to approve the terms
of the Acquisition;

means the admission of the New Shares to the
Official List becoming effective in accordance with
paragraph 3.2.7G of the Listing Rules and
admission fo trading on the London Stock




“Admission and Disclosure
Standards”

"Adverse Interest”

“Affiliate”

“Application Form"

“Auditors"”

“Auditors’ Certificate”

“Board”

“Business Day”

“CA 1985”
“CA 2006*

“Capital Resources
Requirement”

Exchange’s market for listed securities becoming
effective in accordance with paragraph 2.1 of the
Admission and Disclosure Standards;

means the Admission and Disclosure Standards of
the London Stock Exchange, as amended from
time to time;

means any option, lien, mortgage, charge, equity,
trust, any other right or interest of any third party
and any other encumbrance of any kind;

means, unless otherwise specified herein,
"affiliate” as defined in Rule 405 under the
Securities Act or, as the context may require, Rule
501(b) under Regulation D of the Securities Act;

means the application form, in a form acceptable
to HM Treasury and to the Joint Sponsors, acting
reasonably, to be despatched to Qualifying Non-
CREST Shareholders for use in connection with

the Open Offer,;

means KPMG Audit Pic;

means the certificate to be issued by the Auditors
to the Company in relation to the issue of the
Preference Shares containing: (i) the report
required to be delivered to the Company by the
Auditars in accordance with article 4.7(i) of the
articles of association of the Company; and; (ii) a
confirmation by the Auditors that the condition set
out in article 4.7(ii) of the articles of association of
the Company has been satisfied;

means the Board of Directors of the Company or a
duly authorised committee thereof,

means any day (other than a Saturday or Sunday)
on which clearing banks are open for a full range
of banking transactions in London;

means the Companies Act 1985;

means the Companies Act 2006;

has the meaning given in the FSA Rules;




“Circular”

“Circular Posting Date”

"Circular Warranties”

“Claims”

"Closing Date”

“Companies Acts”

“Consideration Shares”

“CREST"

*Dealing Day”

“Directors”

“Dresdner Indemnified
Persons”

means the circular, in a form acceptable to HM
Treasury and to the Joint Sponsors, to be sentto
the Qualifying Shareholders (other than the
Prohibited Shareholders and US Shareholders)
giving details of the Placing and Open Offer and
containing notice of the GM;

means the date on which the Company
despatches the Circular to Qualifying
Shareholders (other than Prohibited Shareholders
and US Sharenholders);

means the Warranties set out in Part | of
Schedule 3, with the exception of those Warranties
set out in paragraphs 2, 3 and 4 of Part Il of
Schedule 3 and “Clrcular Warranty” shall be
construed accordingly;

means any and all claims, actions, liabilities,
demands, proceedings, investigations, judgments
or awards whatsoever (and in each case whether
or not successful, compromised or settled and
whether joint or several) threatened, asserted,
established or instituted against any Indemnified
Person and “Claim” shall be construed
accordingly;

means the last date for Acceptance under the
terms of the Open Offer;

means the CA 1985 and/or the CA 2006 as the
coniext requires,

means the JerseyCo Ordinary Shares and the
JerseyCo Preference Shares;

means the relevant system (as defined in the
Regulations) in respect of which Euroclear is the
Operator (as defined in the Regulations),

means a day on which dealings in securities may
take place on and with the authority of the London

Stock Exchange;

means the directors of the Company from time fo
time;

means.

(a) Dresdner and any subsidiary, branch or




“DTRs”

“EEAS]
“Effective Date”

“Enablement Letter"”

“Engagement Letter”

“Environment”

“Environmental Consents”

affiliate of Dresdner,

(b} a person who is, on or at any time after the
date of this Agreement, a director, officer,
partner or employee of an undertaking
specified in paragraph (a) above; and

{¢) Dresdner, their selling agents and each
person, if any, who controls Dresdner within
the meaning of Section 15 of the Securities
Act or Section 20 of the Exchange Act and
Dresdner’s respective affiliates, subsidiaries,
branches, affiliates, associates and holding
companies and the subsidiaries of such
subsidiaries, branches, affiliates, associates
and holding companies and each of such
person’'s respeciive directors, officers and
employees,

and “Dresdner Indemnifled Person” shall be
construed accordingly;

means the Disclosure and Transparency Rules, as
amended from time to time, made by the FSA
pursuant to Part VI of FSMA,;

means the European Economic Ares;
means 13 Oclober 2008;

means a lstter, in a form acceptable io HM
Treasury and to the Joint Sponsors, acfing
reascnably, from the Company to Euroclear
confirming that the conditions for admission of the
New Shares and the Preference Shares to CREST
are satisfied;

means the engagement letter entered into
between the Company and the Joint Sponsors
gdated the Effective Date and relating to the
Placing and Open Offer,;

means all or any of the following media, namely air
(including the air within buildings or other natural
of man-made structures above or below ground),
water (including surface or ground water, water in
pipe, drainage or sewerage systems} or land;

means any permit, licence, authorisation, approval
or consent required under or in relation to




“Environmental Laws”

“Environmental Matters”

“Euroclear”

“Exchange Act”

“FCPA”

“Form of Proxy”

13 FSA]]

“FSA Rules”

“FSMA™

“GM”

“GM Date”

Environmental Laws relating to the carrying on of
the business of the Group;

means all international, European Union, national,
state, federal, regicnal or local laws (including
common law, stafute law, civil, criminal and
administrative law), together with all subordinate
legislation relating to Environmental Matters in full
force and effect or expected to come into full force
and effect;

means all matters relating to the poliution or
protection of the Environment and/or human
health and safety,

means Euroclear UK & lreland Limited,;

means the United States Securities Exchange Act
of 1934-

means the US Foreign Corrupt Practices Act of
1977 including the rufes and regulations
thereunder,

means the form of proxy, in a form acceptable fo
HM Treasury and to the Joint Sponsors, acting
reasonably, to be sent to Qualifying Shareholders
(other than Prohibited Sharehelders and US
Shareholders) in connection with the GM;

means the Financial Services Authority acting in
its capacity as the competent authority for the
purposes of Part Vi of the FSMA,

means the rules, as amended from time to time,
made by the FSA under the FSMA,;

rmeans the Financial Services and Markets Act
2000, including any regulations made pursuant
thereto;

means the general meeting of the Company to be
convenead ai which the Resolutions are to be
proposed, or any adjournment of it;

means the date on which the GM is held, being
no later than 17 December 2008, or such later
gate as the Company, HM Treasury and the Joint
Sponsors may agree,




“Group”

“HMT Indemnified Persons”

“IFRS”

“Indemnified Persons”

“Intellectual Property Rights"”

“|nterim Accounts”

means the Company and its subsidiary
underiakings from time to time and "Group
Company” means any of them;

means:

(a) The Commissioners of Her Majesty's
Treasury;

(b) the Treasury;
{c} the Treasury Solicitor;

{d} any entity to which HM Treasury novates its
rights and obligations under this Agreement
pursuant to clause 17; and

{e) any person who is, on or at any time after the
date of this agreement, a director, officer,
official, agent or employee of or under any
person specified in paragraph (a), (b), (¢) or
{d) above;

and “HMT Indemnified Person” shall be
construed accordingly;

means International Financial Reporting Standards
as adopted by the European Union;

means each and any HMT Indemnified Person,
each and any Morgan Stanley Indemnified Person
and each and any Dresdner Indemnified Person
and “Indemnified Person” shall be construed
accordingly;

means patents, trade marks, service marks, logos,
get-up, trade names, righfs in designs, copyright
(including rights in computer software}, internet
doimain names, moral rights, utility models, rights
in know how, rights in databases and other
intellectual property rights, in each case whether
registered or unregistered and including
applications for the grant of any such rights and all
rights or forms of protection having equivalent or
similar effect anywhere in the world;

means the unaudited consalidated financial
information for the Group in respect of the six
menth period ended 30 June 2008,




“Investment Company Act”

“lssue Documents”

“Issue Price”

“JerseyCo”

“JerseyCo Ordinary Shares”

“JerseyCo Preference Shares”

“Joint Sponsors”

“Listing Rules”

“Lloyds TSB”

“L loyds TSB Canfirmation"

means the United States Investment Company Act
of 1940;

means the Press Announcement, the Application
Form, the Circular, the Form of Proxy, the
Prospectus, any Supplementary Prospecius, the
Preference Prospectus, any Supplementary
Preference Prospectus, the Presentation, all
documentation published or issued in connection
with the Preference Share Subscription, any
interim management statement published after the
Effective Date and before Admission and any
other document published or issued after the
Effective Date by or on behalf of the Company in
connection with the Placing, the Open Offer or the
Preference Share Subscription;

means the price of 113.6 pence per New Share;

means & company to be incorporated in Jersey in
connection with the Placing;

means the ordinary shares in the capital of
JerseyCo o be issued to one or both the Joint
Sponsors under the terms of the Option
Agreement;

means the no par value redeemable preference
shares in the capital of JerseyCo fo be issued to
one or both of the Joint Sponsors, in each case
under the terms of the Subscription and Transfer
Agresment;

means Morgan Stanley and Dresdner;

means the Listing Rules made by the FSA
pursuant to section 73A of the FSMA, as amended
from time to time;

means Lloyds TSB Group PLC;

means the written confirmation in & form
acceptable to HM Treasury, acting reasonably,
addressed to HM Treasury by Lloyds TSB
confirming: (i) that Lloyds TSB has consented to
the Company entering into this Agreement and the
Preference Share Subscription Agreement; (i) that
neither the entry into such agreements by the
Company nor any of the transactions
contemplated by them will give rise to a right to




“Lloyds TSB Implementation
Agreement”

“Lloyds TSB Offer”

“London Stock Exchange”

“Losses”

“Material Adverse Effect”

“Morgan Stanley indemnified
Persons”

terminate the Lloyds TSB Implementation
Agreement exercisable by Lloyds TSB; and (iii}
that Lloyds TSB will not, as a result of the
Company entering inio, or performing, any of its
obligations under this Agreement or the
Preference Share Subscription Agreement,
withdraw, |apse, cease to proceed with, ¢r invoke
any condition in relation to, the Lloyds TSB Offer;

means the agreement dated 18 September 2008
between Lloyds TSB and the Company relafing to
the implementation of the Lloyds TSB Offer (as
amended with effect from 13 Oclober 2008);

means the proposed acguisition by Lloyds TSB of
the entire issued share capital of the Company as
more particularly described in the announcement
by Lloyds TSB of its firm intenfion to make an offer
on 18 September 2008 (as amended with effect
from 13 October 2008);

means London Stock Exchange plc;

means any and all loss, damage, cost, liability,
demand, charge or expense (including legal fees),
in each case whether joint or several, which any
Indemnified Person may suffer or incur (including,
but not limited to, all Losses suffered or incurred in
investigating, preparing for or disputing or
defending or settling any Claim and/for in
establishing its right to be indemnified pursuant to
clause 11 and/or in seeking advice regarding any
Claim or in any way related to or in connection
with the indemnity contained in clause 11) and
“Loss” shall be consirued accordingly;

means an event has occurred or is reasonably
likely to occur which has resulted in or may result
in a material adverse change in or affecting the
condition (financial, operational, legal or
otherwise), profitability, prospects, solvency,
business affairs or operations of the Group, taken
as a whole, whether or nof arising in the ordinary
course of business;

means:

(2) Morgan Stanley and any subsidiary, branch or
effiliate of Morgan Stanley,




"New Shares”

“Non-Accepted Shares”

“Notifying Sponsor”

“OECD Convention”

“Official List”

“Open Offer”

“Open Offer Acceptors”

“Open Offer Documents”

10

(b) a person who is, on or at any tirne after the
date of this Agreement, a director, officer,
partner or employee of an undertaking
specified in sub paragraph (2) above; and

(c} Morgan Stanley, their selling agents and each
person, if any, who controls Morgan Stanley
within the meaning of Section 15 of the
Securities Act or Section 20 of the Exchange
Act and Morgan Stanley’s respective affiliates,
subsidiaries, branches, affiliates, associates
and holding companies and the subsidiaries
of such subsidiaries, branches, affiliates,
associates and holding companies and each
of such person'’s respective directors, officers
and employees;

and "Morgan Stanlay Indemnified Person” shall
be construed accordingly,

means the 7,482,394,3686 new Ordinary Shares
which are {o be allotted and issued pursuant to the
Placing and the Open Offer;

has the meaning given in clause 6.1(B);
has the meaning given in clause 13.4;

means the OECD Convention on Combating
Bribery of Foreign Public Officials in Intemational
Business Transactions;

means the Official List maintained by the FSAin its
capacity as UK Listing Authority;

means the conditional invitation by the Company
to Qualifying Shareholders (other than Prohibited
Shareholders and US Shareholders) to apply to
acquire New Shares on the basis to be referred to
in the Circular, the Prospectus and (for Qualifying
Non-CREST Shareholders only) the Application
Form;

means those Qualifying Shareholders that have
validly applied (or are freated as having validly
applied) to acquire New Shares under the Open
Offer;

imeans the Circular, the Prospectus, any
Supplementary Prospectus, the Form of Proxy and
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the Application Form;

an entitlement to apply to subscribe for New
Shares allocated to a Qualifying Shareholder
pursuant to the Open Offer;

means the option agreement to be entered into
between JerseyCo, the Company, and one or both
of the Joint Sponsors providing a put option in
relation to the JerseyCo Crdinary Shares granted
by the Company in favour of one or both of the
Joint Sponsors and a call option in relation to the
JerseyCo Ordinary Shares granted by one or both
of the Joint Sponsors in favour of the Company, in
the form to be agreed,;

means holders of Ordinary Shares;

means ordinary shares of 25 pence each in the
capital of the Company;

has the meaning given in the FSA Rules;

means the Panel on Takeovers and Mergers;

has the meaning given to it in the Regulations
(and “Participating Securities” shall be construed
accordingly};

means any placees procured by the Joint
Sponsors pursuant to this Agreement to acquire
New Shares pursuant to the Placing, and
approved by HM Treasury in advance of any
acquisition by them of New Shares, which may
include QIBs in the United States and HM
Treasury in respect of any Residual Shares,

means the proposed arrangements for the
procuring of Placees for the New Shares on such
terms and conditions as may be agreed by HM
Treasury, including the Treasury Solicitor, and at a
price not lower than the Issue Price, subjectto a
right of clawback in respect of any New Shares
which are taken up under the Open Offer;

means the Placing and the Open Offer or any of
them;
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means the Press Announceiment, the Presentation
and the Progpectus;

has the meaning given to it in clause 3.5;

means the admission of the Preference Shares to
the Official List becoming effective in accordance
with paragraph 3.2.7G of the Listing Rules and
admission to trading on the London Stock
Exchange's market for listed securities becoming
effective in accordance with paragraph 2.1 of the
Admission and Disclosure Standards;

means the prospectus (including the information
incorporated by reference therein and comprising
a prospectus for the purpose of the Prospectus
Rules) to be published by the Company in relation
to the Preference Admission, in the form to be
agreed;

means preference shares o be issved by the
Company to HM Treasury (or its nominee) with an
aggregate liguidation preference of
£3,000,000,000 having the rights and subject to
the restrictions set out in Article 11(A) of the
Company’s articles of association as
supplemented by Schedule 1 of the Preference
Share Subscription Agreement;

means the proposed subscription for Preference
Shares pursuant to the Preference Share
Subscription Agreement;

means the agreement between the Company and
HM Treasury being effective as of the Effective
Date pursuant to which HM Treasury agrees to
subscribe for the Preference Shares;

means any presentation, in the form to be agreed,
used by the Company during presentations to
institutional investors in connection with the
Placing and any other publicity materials relating
to the Placing and Open Offer prepared by or at
the request of the Company,

means the press announcement dated the
Effective Date, giving details of, inter alia, the
Placing and Open Offer and the Preference Share
Subscription;
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means all documents issued and announcements
(other than the Press Announcement) made by or
on behzlf of the Company or any member of the
Group through a Regulatory Information Service
since the Accounts Date and before the Effective
Date;

means holders of Ordinary Shares with registered
addresses in Barbados, China, Hong Kong, India,
Iran, Israel, Jamaica, Japan, Kuwait, Malaysia,
Noith Korea, Oman, the Philippines, Kingdom of
Saudi Arabia, Singapore, South Africa, Thailand,
Turkey, United Arab Emirates - Non DIFC, United
Arab Emirates — DIFC, Zimbabwe, Canada and
such other jurisdictions as may be agreed by the
Company and the Joint Sponsors;

means the prospectus (including the information
incorporated by reference therein) comprising a
prospectus for the purposes of the Prospectus
Rules to be published by the Company in relation
to the Placing and Open Offer, in the form to be
agreed;

means Directive 2003/71/EC;

means the date on which the Company publishes
the Prospecius;

has the meaning given in Section 73A(4) of FSMA,

means Qualifying Shareholders whose Ordinary
Shares on the register of members of the
Company at the close of business on the Record
Date are in uncertificated form;

means Qualifying Shareholders whose Ordinary
Shares on the register of members of the
Company at the close of business on the Record
Date are in cerdificated form;

means holders of Ordinary Shares whose names
are on the register of members of the Company as
at the close of business on the Record Date;

has the meaning given in clause 5.7(C)(i);

has the meaning given in clause 5.2;
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means the receiving agent to be appointed
pursuant to clause 3.8;

means an agreernent among the Company and
the Receiving Agent and the Joint Sponsors
relating to the Placing and Open Offer, in the form
to be agreed;

means the record date for the Open Offer being
such date as the Company, the Joint Sponsors
and HM Treasury shall agree, all acting
reasonably;

means the court hearing to approve the reduction
of capital of the Company associated with the
Scheme;

means Computershare Investor Services PLC,;

means the Uncertificated Securities Regulations
2001;

means Regulation D under the Securities Act;
means Regulation S under the Securities Act;

has the meaning given in the Listing Rules;

has the meaning given in clause 8.9,
has the meaning given in clause 5.6;
has the meaning given in clause 6.3;

means the Acquisition Resolution, the Share
Capital Resolutions and the Whitewash Resclution
and, if required by the Panel, the Rule 21
Resolution;

imeans the resolution, in a form acceptable to HM
Treasury, acting reasonably, pursuant to which the
Ordinary Shareholders are to approve, for the
purposes of Rule 21 of the City Code on
Takeovers and Mergers, the allotment and issue
by the Company of the New Shares pursuant to
the Placing and Open Offer and the alloiment and
issue by the Company of the Preference Shares
pursuant to the Preference Share Subscription
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Agreement;

means the scheme of arrangement to be effected
by the Company under sections 895 to 899 CA
20086 pursuant fo which the Acquisition is to be
effected;

means the document to be posted to shareholders
of the Company setting out the terms and
conditions of the Acquisition;

means the court hearing to sanction the Scheme,;

means 6.00 p.m. on the Business Day
immediately preceding the date of the Reduction
Hearing;

means stamp duty reserve tax;
means the United States Securities Act of 1933;

means the resolutions, in a form acceptable to HM
Treasury, acting reascnably:

(a) toincrease the authorised share capital of the
Company to allow for the creation and issue
of the New Shares and, to the extent
necessary, the Preference Shares; and

(b) to authorise the Directors to allot under
Section 80 of CA 1985 such number of
Ordinary Shares as equals or exceeds the
number of New Shares and, to the extent
necessary, the Preference Shares; and

(¢} to the extent required by the Company (acting
reasonably), to disapply Section 82 of CA
1985 as appropriate,

o be proposed at the GM;

means an event occurring or matter arising on or
after the Effective Date, which:

(a) if it had occurred or arisen before or at the
Effective Date; or

(b) if it had been known by the Directors before or
at the Effective Date,
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would have rendered any of the Warranties untrue,
inaccurate or misleading in any respect;

means the side letter to be entered into pursuant
to the Engagement Letter between the Company
and each of the Joint Sponsors as soon as
practicable after the date of this Agreement, with
each side letter recording the fee and expense
reimbursement which the relevant Joint Sponsor is
fo receive for the services performed by it under
this Agreement;

means any stamp, documentary, registration or
capital duty or tax {including, without limitation,
stamp duty, SDRT and any other similar duty or
similar tax) and any fines, penalties and/or interest
relating thereto,

means the share subscription and transfer
agreement, in the form to be agreed, to be enterad
into between JerseyCo, the Company and the
Joint Sponsors providing, among other things, for
the transfer to the Company by the Joint Sponsors
(in their capacity as subscribers for the
Consideration Shares) of the Consideration
Shares;

has the meaning given in the FSA Rules;

means any prospectus supplementary to the
Preference Prospectus published by the Company
pursuant fo section 87G of FSMA,

means any prospectus supplementary to the
Prospectus published by the Company pursuant fo
sectlion 87G 10 FSMA,

means all forms of taxation and statutory,
governmental, state, provincial, local governmental
or municipal impositions, duties, centributions and
levies {including, for the avoidance of doubt,
Stamp Tax), in each case in the nature of faxation,
duty, contribution or levy, whether of the United
Kingdom or elsewhere in the world whenever
imposed and whether chargeable directly or
primarily against or aftributable directly or primarily
to a Group Company or any other person and all
penalties, charges, costs and interest relating
thereto;
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means any government, state, municipal, local,
federal or other fiscal, revenue, customs or excise
authority, body or official anywhere in the world
having the power to impose, collect or administer
any Tax or exercising a fiscal, revenue, customs or
excise function with respect to Tax (including,
without limitation, H.M. Revenue and Customs);

means, with respect to the Placing, each time
identified to the Company by the Joint Sponsors
as a "Time of Sale” (with respect to which they are
obtaining commitments from Placees to take up
the New Shares), provided that there shail not be
mare than two times that are treated as a "Time of
Sale” for purposes of this Agreement without the
consent of the Company; such consent will not be
unreasonably withheld;

means the documents specified as being delivered
at, or with respect to, the Time of Sale in Part 1l of
Schedule 2;

has the same meaning as in the Treasury Solicitor
Act 1876;

means the Financial Services Authority acting in
its capacity as the compeient authority for the
purposes of Part VI of the FSMA and in the
exercise of its functions in respect of the
admission of securities to the Official List
otherwise than in accordance with Part V1 of the
FSMA;

means the United States of America, its termitories
and possessions, any state of the United States
and the District of Columbia;

means Ordinary Shareholders who are within the
United States or are holding Ordinary Shares on
behalf of, or for the account or benefit of, persons
within the United States for whom they are acting
without investment discretion (but only with
respect to any such holdings),

means:

(a) any tax imposed in conformity with the
council directive of 28 November 2006 on
the commeon system of value added tax (EC
Directive 2006/112) (including, in relation to
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the United Kingdom, value added tax
imposed by the VATA and legislation and/or
any regulations supplemental thereto); and

(v) any other tax of a similar nature (whether
imposed in 2 member state of the European
Union in substitution for or in addition to the
tax referred to in sub-paragraph (a) or
imposed elsewhere);

WATA” means the Value Added Tax Act 1994;

“Verificatlon Materials” mezans verification materials in a form accepiable
to HM Treasury and to the Joint Sponsors, acting
reasonably, evidencing the verification process
supporting the accuracy of certain information
contained in the Issue Documents;

“Warranties” means the representations, warranties and
underiakings contained in Schedule 3;

“Whitewash Resolution” means the resolution, in a form acceptable to HM
Treasury, acting reasonably, pursuant to which
Ordinary Shareholders are to waive any obligation
of HM Treasury to make an offer under Rule 8 of
the City Code on Takeovers and Mergers;

“Wholly Owned Entity" has the meaning given in clause 17.1; and

"“Working Capital Report” means the working capital review report to be
prepared by the Auditors, in the form to be agreed,
relating to the Group, to be dated the date of the
Prospectus and supporiing the working capital
statements contzined in the Prospectus.

Any reference to a document being "in the agreed form" or “form to be agreed”
means in the form of the draft or proof thereof signed or initialled for the purpose of
identification by Allen & Overy LLP (on behalf of the Company), Slaughter and May {on
behalf of HM Treasury) and Freshfields Bruckhaus Deringer LLP (on behalf of the Joint
Sponsors), or (in the case of documents to be agreed) in such form as may be
satisfactory o HM Treasury and the Joint Sponsors (acting reascnably), and initialled,
for the purposes of identification only, by such firms on behalf of their clients, provided
that, in the determination of whether a document to be agreed is satisfactory to the Joint
Sponsors, the requirement that the Joint Sponsors act reasonably shall not apply in
respect of (i) the Working Capital Report, (ii} the Prospectus (or any Supplementary
Prospectus), (iii) the Circular and (iv} any reference to the Joint Sponsors in any of the
Issue Documents (in respect of each of which their discretion shall be absolute provided
that they shall act in good faith). No such initialling shall imply approval of all or any part
of its contents by or on behalf of the person initialling it or any of the parties to this
Agreement.
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The Interpretation Act 1878 shall apply to this Agreement in the same way as it applies
to an enactment.

References to a statutory provision include any subordinate legislation made from time
to time under that provision.

References to a statutory provision include that provision as from time {o fime modified,
supplemented or re-enacted so far as such modification or re-enactment applies or is
capable of applying to any transactions entered into in accordance with this Agreement.

In this Agreement, a reference to a "subsidiary undertaking” or "parent undertaking”
is to be construed in accordance with section 1182 (and Schedule 7) of the CA 2006
and a "subsidiary” or "holding company” is to be construed in accordance with
section 1159 of the CA 2008,

Expressions defined or used in the Regulations shall have the same meaning in this
Agreement (except where the context otherwise requires).

References fo this Agreement include its Schedules and references in this Agreement to
clauses, sub-clauses and Schedules are to clauses and sub-clauses of, and Schedules
to, this Agreement.

The obligations of the Joint Sponsors under this Agreement shall be several and not
joint or joint and several. No provision of this Agreement shall impose any liability on
either of the Joint Spensors for, nor shall the rights or remedies of either of the Jaint
Sponsors be adversely affected by, any act or omission by the other Joint Sponsaor or for
any breach by the other Joint Sponsor of the provisions of this Agreement. The
obligations owed by the Company to the Joint Sponsors are owed fo them as separate
and independent obligations, and each Joint Sponsor shall have the right to protect and
enforce its rights hereunder without joining the other Joint Sponsor in any proceedings.

Headings shall be ignored in construing this Agreement.
References to time of day are to London time unless otherwise stated.

When construing any provision relating to VAT, any reference in this Agreement to any
person shall (where appropriate) be deemed, at any time when such person is a
member of a group of companies for VAT purposes, to include a reference fo the
representative member of such group at such time.,

Each reference in this Agreement to the Joint Sponsors or either of them by any
description or in any capacity includes a reference to it in each other capacity in which it
may act pursuant to this Agreement or otherwise with the agreement of the Company in
connection with the Placing and Open Offer,

Any reference to the Joint Sponsors or to HM Treasury approving or agreeing the form
of an Issue Document, shall be a reference fo such approval or agreement being given
solely for the purposes of this Agreement.
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Areference o “certificated” or “certificated form* in relation to a share or other
security is a reference to a share or other security title to which is recorded on the
relevant register of the share or other secuiity as being held in certificated form.

Areference to “uncertificated” or “uncertificated form* in relation to a share or other
security is a reference to a share or other security title to which is recorded on the
relevant register of the share or other security as being held in uncertificated form, and
title to which, by virtue of the Regulations, may be transferred by means of CREST.

Words and expressions defined in the Companies Acts shall bear the same meaning.
Any reference to “this Agreement” or “any other agreement relating to the Placing
and Open Offer” or “the arrangements contemplated by the Issue Documents” or
similar expressions shall be deemed, where the context permits, to include a reference
to the Subscription and Transfer Agreement and the Option Agreement and the
arangements thereunder, including, without limitation, JerseyCo and the issue and
allctment of the JerseyCo Ordinary Shares and the JerseyCo Preference Shares.
CONDITICNS

The obligations of HM Treasury and of the Joint Spensors under this Agreement (save
for the obligations under clauses 3.3 and 3.4 and such other obligations hereunder

which fall due for performance before Admission) are conditional on:

(A) the release of the Press Announcemerit via a Regulatory Information Service by
8.00 a.m. on the Effective Date;

(B) there having occurred, as at Admission, no material default or breach by the
Company of the terms of:

(i) this Agreement;

(i) if executed, the Subscription and Transfer Agreement;
iii) if executed, the Option Agreement; or

{iv) the Preference Share Subscription Agreement;

(C) the New Shares being validly created under applicable law and forming part of
the Company's authorised but unissued share capital;

(D) the Preference Shares being validly created under applicable law and forming
part of the Company’s authorised but unissued share capital;

(E) the Directors heing duly authorised under applicable law to allot and issue the
New Shares in accordance with the terms of this Agreement;

(F) the Directors being duly authorised under applicable law o allot and issue the
Preference Shares to HM Treasury (or its nominee) in accordance with the
terms of the Preference Share Subscription Agreement;
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the Company having obtained such approvals, avthorisations, permits and
consents as may be required by any government, state or other regulatory body
and all necessary filings having been made and all necessary waiting periods
having expired, in each case in any part of the world and as a consequence of
the actions contemplated by this Agreement andfor the Preference Share
Subscription Agreement,;

HM Treasury having obtained such approvals, authorisations, permits and
consents as may be required by any governmental, state or other regulatory
body in any part of the world and all necessary filings having been made and all
necessary waiting periods having expired, in each case as a consequence of
the issue of New Shares and/or Preference Shares contemplated by this
Agreement and/or the Preference Share Subscription Agreement,

each Warranty in Part | of Schedule 3 of this Agreement being true and accurate
and not misieading as at the date of this Agreement and remaining true and
accurate and not misleading on the Circular Posting Date, on the Prospectus
Posting Date, on such date that any Supplementary Prospectus may be
published in accordance with this Agreement (prior to Admission), at each Time
of Sale, and immediately prior to Admissicn in each case by reference to the
facts and circumstances then existing;

each Wamanty in Part I of Schedule 3 of this Agreement being true and
accurate and not misleading on the Prospecius Posting Date and remaining
true and accurate and not misleading on such date that any Supplementary
Prospectus may be published in accorgance with this Agreement (prior to
Admission), at each Time of Sale, and immediately prior 1o Admission in each
case by reference to the facts and circumstances then existing;

each Circular Warranty being true and accurate and not misleading on the
Circular Posting Date by reference to the facts and circumstances then existing;

there being, in the opinion of HM Treasury (acting in good faith), no Material
Adverse Effect;

there being no contracts or arrangements to which the Company or any
member of the Group are party which would become capable of being
terminated by a party thereto (other than a member of the Group) or would
permit such a party to exercise a right against a member of the Group or may
otherwise give rise to material adverse consequences for the Group as a whole,
in each case as a result of the issue of New Shares and/or Preference Shares
contemplated by this Agreement and/or the Preference Share Subscription
Agresment, in each case where this or any other consequences thereof would
be, of would be reasonably likely to be, material in the context of the business
of the Group or the Placing and Open Offer, the Preference Share Subscription,
any acquisition of New Shares, or subscription for the Preference Shares by HM
Treasury, Qualifying Shareholders or Placees, Admission or post-Admission
dealings in the Ordinary Shares;

the delivery to HM Treasury and to the Joint Sponsors, as applicable:
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(i) simultaneously with the execution of this Agreement, of the documents
listed in Part | of Schedule 2;

{ii) prior to despatch of the Circular, of the documents listed in Part Il of
Schedule 2;

(i) prior to the publication of the Prospectus, of the documents listed in
Part 11! of Schedule 2;

{iv) at the date of each Supplementary Prospectus, the documents (or
“bring downs” from such documents) listed in Part Il of Schedule 2 (as
applicable) requested by the Joint Sponsors and by HM Treasury in
respect of such Supplementary Prospectus and dated as of such date;

(v) at each Time of Sale, if any, the Time of Sale Documents required to be
delivered at such Time of Sale listed in Part IV of Schedule 2;

(vi) immediately prior to Admission, of the documents listed in Part IV of
Schedule 2; and

(vi)  immediately prior to Preference Admission, of the documents listed in
Part V of Schedule 2,

in each case to the extent not already delivered and provided that HM Treasury
shall not be entitled to rely on this condition in the case of non-delivery of any
document which is not material, in the respective judgments of HM Treasury
and the Joint Sponsors, in the coniext of the Placing and Open Offer or the
applications for Agmission or Preference Admission;

the GM being duly convened and held no later than the GM Dale;

subject to applicable law (including directors’ fiduciary duties), the Directors
recommending (without qualification and maintaining such recommendation)
that the Company’s shareholders vote in favour of the Resolutions;

subject to applicable law, the Directors voting all Ordinary Shares held by them
in favour of the Resolutions;

the Company's shareholders passing the Resolutions (without amendment) at
the GM;

the Prospectus, the Preference Prospectus and, to the extent necessary, the
Circular being approved by the FSA in accordance with the Prospectus Rules,
the Listing Rules and FSMA,

the Circular being approved by the Panel in relation to the Whitewash
Resolution;

subject fo satisfaction of the condition set out in clause 2.1(S), the Prospectus
being made available to Qualifying Shareholders (other than Prohibited
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Shareholders and US Shareholders) in accordance with the Prospectus Rules
and the Preference Prospecius being published in accordance with the
Prospectus Rules;

subject to satisfaction of the conditions set out in clause 2.1(3) and

clause 2.1(T), the posting to Qualifying Shareholders (other than Prohibited
Shareholders and US Shareholders) of the Circular and the Form of Proxy with,
in the case of Qualifying Non-CREST Shareholders, an Application Form, in
accordance with clause 3;

the Company having applied for Admission and admission of the New Shares to
CREST as Participating Securities and all of the conditions to such admission
having been satisfied, in each case, on or before Admission;

the Company alloiting, subject only. to Admission, the New Shares to the
relevant Placees in accordance with clauses 3 and 4 or to HM Treasuiy (or its
nominee} in accordance with clause §;

the Directors having waived ail change of control provisions set out in their
respective service contracts which would otherwise be or have been triggered
as a result of the issue of New Shares and/or Preference Shares contemplated
by this Agreement and/er the Preference Share Subscription Agreement;

the Subscription and Transfer Agreement and the Option Agreement having
been duly executed, the Subscription and Transfer Agreement having become
wholly unconditional except for the condition relating te Admission, each of the
parties thereto complying with its obligations in each of the Subscription and
Transfer Agreement and the Option Agreement to the extent that the same fall
to be performed prior to Admission or Preference Admission and there having
occurred no default or breach by any party therefo under either such
agreement;

no event referred to in Section 87G of the FSMA arising between the time of
publication of the Prospectus and the time of Admission and no Supplementary
Prospectus being published by or on behalf of the Company before Admission
which, in any of the foregoing cases, HM Treasury or the Joint Sponsors
consider in their respective sole judgment acting in good faith to be (singly orin
the aggregate) material in the context of the business of the Group, the Placing
and Open Offer, the Preference Share Subscription, any acquisition of New
Shares or Preference Shares by HM Treasury, Ordinary Shareholders or
Placees, or Admission, Preference Admission or post-Admission dealings in the
Ordinary Shares;

the Company having applied for Preference Admission and admission of the
Preference Shares to CREST as Parlicipating Securities and all of the
conditions to such Preference Admission having been satisfied, in each case,
on or before Preference Admission;

Preference Admission becoming effective on the date of Admission;
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(DD}  Admission occurring at or before 8,00 a.m. on 18 January 2008 {(or such later
time or date as HM Treasury may agree);

(EE) the Prospectus and the Circular not containing disclosure of any fact, matter or
circumstance material in the context of the Group or the Placing and Open
Offer, the Preference Share Subscription, any acquisition of New Shares or
subscription for Preference Shares by HM Treasury, Ordinary Shareholders or
Placees, or Admission or Preference Admission or post-Admission dealings in
the Ordinary Shares which has not previously been fairly disclosed, whether in
the Press Announcement, any of the Previous Announcements or otherwise in
writing to HM Treasury and to the Joint Sponsors;

{FFY  a certified copy of the Auditors’ Certificate having been delivered to HM
Treasury in a form reasonably satisfactory to it and the repost and confirmations
provided in such certificate not having been revoked or amended,

{(GG) the Lloyds TSB Confirmation having been provided to HM Treasury in a form
reasonably satisfactory to it and the confirmations contained therein not having
been revoked or amended;

(HR) (i} the resolutions necessary tc implement the Acquisition having been approved
by the Company's shareholders and the shareholders of Lloyds TSB; (ii) the
Acquisition having been approved by the relevant court meeting; and {iii) the
Scheme having been sanctioned by the court at the Scheme Hearing;

{n the Acquisition having been made on terms such that, if the Acquisition
becomes effective in accordance with its terms, the New Shares shall be
acquired by Lioyds TSB on ferms such that in consideration of the cancellation
or transfer of the New Shares, the holders of New Shares shall receive ordinary
shares in the capital of Lioyds TSB on the terms and conditions set out in the
Scherme Document; and

{JJ}  the Company allotting, subject only to Preference Admission, the Preference
Shares to HM Treasury in accordance with the Preference Share Subscription
Agreement.

Subject to the fiduciary duties of the Directors, the Company shall use all reasonable
endeavours to procure the fulfilment of the conditions set cut in clause 2.1 and, where
applicable, by the times and dates stated therein (or such later times and/or dates as
HM Treasury may agree) and shall notify HM Treasury forthwith in the event that the
Company or any of the Directors becomes aware that any of the conditions set out in
clause 2.1 has become or might reasonably be expectad to become incapable of
fulfilment by the time and/or date stated in such condition (or such later time and/or date
as HM Treasury may agree) or at all. In addition, the Company shall provide HM
Treasury with such information as it may reasonably require to enable it to ascertain
whether the condition in clause 2.1(M) has been satisfied.

For the purpose of clause 2.1(B), *material default or breach” shall mean a default or
breach which HM Treasury or the Joint Sponsors, each acting in good faith, consider to
be {singly or in aggregate) (i) material in the context of the Placing, the Open Offer, the
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Preference Share Subscription, Admission, Preference Admission, post-Admission
dealings in the Ordinary Shares and/or (ii) such as to make it impracticable or
inadvisable to proceed with Placing, the Open Offer, the Preference Share Subscription,
Admission or Preference Admission.

Each Joint Sponsor shall use its reasonable endeavours to provide to the Company
such assistance as the Company shall reasonably request in connection with the
procedural steps required for the performance of the obligations of the Company set out
in clauses 2.1(5}, (W) and (DD).

Each Joint Sponsor shall not unreasonably refuse consent to executing such documents
and doing such things as the Company and HM Treasury may reasonably require to
grant security, and power of attorney, to the Company over, and in respect of, the
shares in JerseyCo to be subscribed by such Joint Sponsor under the Subscription and
Transfer Agreement and the Option Agreement and to JerseyCo over the bank account
to which payments are {0 be made pursuant to clauses, 3.24, 3.25 and 6.3, and over all
or any rights of the Joint Sponsors to receive payments for any New Shares to be
acquired pursuant to the Placing and Open Offer, in 2ach case as security for the
performance by the Joint Sponsors of their obligations under such agreements.

Subject to clause 2.9, HM Treasury shall be entitled, in its absolute discretion and upon
such terms as it shall think fit, fo waive fulfilment of all or any of the conditions set out in
clause 2.1 {other than clauses 2.1(C) to (G), {(R) (save in relaticn to the Whitewash
Resolution and Rule 21 Resolution), (S} and (DD)) or to extend the time provided for
futfilment of any of the conditions set out in clause 2.1 in respect of all or any part of the
performance thereof.

The Company shall be entitied to waive fulfilment of the condition set out in
clause 2.1(G).

If the condition set out in clause 2.1(G) is not satisfied at the time at which all other
conditions set out in clause 2.1 are satisfied or, to the extent permitted, waived the
paities shall treat such condition as waived (and the Company shall be treated as
having waived such condition) if the relevant matier in respect of which the condition
has not been satisfied is not likely to lead to material consequences for the Company or
the Directors and is not material in the context of the Placing, the Cpen Offer,
Admission, Preference Admission, post-Admissicn dealings in the Ordinary Shares and,
in all cases, for the avoidance of doubt, taking account of the financial circumstances of
the Company.

If:

(A) any of the conditions set out in clause 2.1 are not fuifilled or, if capable of waiver
pursuant to clause 2.6 or clause 2.7, waived or treated as waived pursuant to
clause 2.8 by the time andfor date specified therein {or such later time andfor
date as HM Treasury may agree); and

B) HM Treasury does not consider it to be necessary that the arrangements
contemplated by this Agreement and by the Preference Share Subscription
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Agreement proceed to completion in order to maintain the financial stability of
the United Kingdom,

then on notice from HM Treasury to the Joint Sponsors and the Company, the Joint
Sponsors shall, on behalf of the Company, withdraw any application made to the FSA
and/or the London Stock Exchange in connection with Admission, the Company shalil
withdraw any application made for Preference Admission, this Agreement shall cease
and determine and no party to this Agreement shall have any claim against any other
party to this Agreement for costs, damages, compensation or otherwise except as
provided in clause 2.11.

Without prejudice to the rights of HM Treasury and the Joint Sponsors pursuant to
clauses 13.2 or 13.3, if any of the conditions set out in clause 2.1 are not fuffilled or, if
capable of waiver pursuant to clause 2.6 or 2.7, waived, or treated as waived pursuant
to clause 2.8 by the date and/or time specified herein (or such later time as HM
Treasury may agree) and HM Treasury does consider it necessary that the
arrangements contemplated by this Agreement and by the Preference Share
Subscription Agreement proceed to completion in order to maintain the financial stability
of the United Kingdom, HM Treasury shall treat as waived any outstanding conditions in
clause 2.1 (other than any condition referred to as not being waivable by HM Treasury).

Where this Agreement has terminated pursuant to clause 2.9:

(A) such termination shall be without prejudice to any accrued rights or obligations
under this Agreement;

(B) the Company shall pay any commissions, fees and expenses as are payable in
such circumstance under and in accordance with ¢clauses 8.1 and 8.2; and

<) the provisions of this clause 2.11 and clauses 1, 8, 2.11, 10, 11, 12, 14, 15, 16,
17, 18 and 18 shall remain in full force and effect.

HM Treasury and the Company shall use all reasonable endeavours to procure that, by
no later than Admission, all approvals, authorisations and consents as may be required
from any govemment, state or other regulatory body shall have been obtained in order
that the conditions set out in clauses 2.1(G} and 2.1(H) may be satisfied. The Company
and HM Treasury shall co-operate with each other (at the cost of the Company) in order
that the conditions set out in ¢clauses 2.1(G) and 2.1(H) may be satisfied, which co-
operation shall include the Company:

(A) promptly providing to HM Treasury and to HM Treasury's lawyers and other
advisers where appropriate, any necessary information and documents
reasonably required for the purpose of obtaining such approvals, authorisations,
permits and consents and making such necessary filings;

{B) promptly notifying HM Treasury or HM Treasury's lawyers and other advisers
where appropriate, of any material communications received in the course of
obtaining such approvals, authorisations, permits and consents and making
such necessary filings; and
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(C) generally supporting HM Treasury in obtaining such approvals, authorisations,
permits and consents and making such necessary filings.

Upon Admission, each of the conditions set out in clause 2.1 shall, to the extent not
fulfilled, be deemed to have been fulfilled or waived.

THE PLACING AND OPEN OFFER AND APPOINTMENTS
The Company hereby:

{A) appoints each of Morgan Stanley and Dresdner as joint sponsors in connection
with the applications for Admission and, if required by the UKLA, the publication
of the Circular and as joint bookrunners and placing agents in conneciion with
the Placing and Open Offer and each of Morgan Stanley and Dresdner accepts
such appeintments;

(B) confirms that such appointments confer on each of the Jeint Sponsors all
powers, authonties and discretions on behalf of the Company which are
necessary for or incidental to, the performance of its function as Joint Sponsor,
joint bookrunner and placing agent to the Placing and Open Offer (including the
power to appoint sub-agents or to delegaie the exercise of any of its powers,
authorities or discretions to such persons as it may think fit); and

(C) agrees to ratify and approve all documents, acts and things which each of the
Joint Sponsors shall lawfully do in the exercise of such appointments, powers,
authorities and discretions.

The Company hereby agrees, subject always to clause 5.1, to invite Qualifying
Shareholders (who are not Prohibited Shareholders or US Shareholders) by means of
the Prospectus and {in the case of Qualifying Non-CREST Shareholders who are not
Prohibited Shareholders or US Shareholders) the Application Form o apply to acquire
the New Shares at the Issue Price and otherwise on the terms and conditions set out
therein. The Company shall procure that, under the terms of the Placing and Open
Offer Qualifying Shareholders (other than Prohibited Shareholders or US Shareholders)
shall be entitled (i) to acquire their pre-emptive entitlements, and (i} to the extent
reasonably practicable (and provided always that such Qualifying Shareholders who are
not Prohibited Shareholders or US Shareholders are freated equally), and to the extent
that such pre-emplive entitiemenis are not taken up by other Gualifying Shareholders
who are not Prohibited Shareholders or US Shareholders, to apply to acquire additional
New Shares (either in their capacity as Qualifying Shareholders or, if such structure is
not reasonably practicable, as Placees) whose application for additional New Shares
the parties hereby agree will be allocated in full to the extent possible, and failing which
will be scaled back on a basis which is pro rata to such additional applications).

Subject to the next following sentence, each of the Joint Sponsors hereby agrees
severally (and not jointly or jointly and severally) and in reliance on the representations,
warranties and undertakings of the Company set out in this Agreement, as agent of the
Company, to use reasonable endeavours to procure Placeeas to take up the New Shares
on such terms and conditions as may be agreed upon by HM Treasury, including the
Treasury Solicitor, and at a price not lower than the Issue Price, subject to a right of
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clawback as a result of the New Shares being acquired under the Open Offer and on
the basis of the information in the other Placing Documents, it being understood that if
having used such reasonable endeavours the Joint Sponsors are unable to procure
Placees, or if any Placees who are so procured fail to meet their payment obligations,
for all or any of the New Shares, the Joint Sponsors shall not themselves be obliged to
acquire such New Shares which shall be Residual Shares to be taken up solely by HM
Treasury in accordance with clause 6.3, The obligation of each of the Joint Sponsors to
use reasonable endeavours fo procure Placees pursuant to the preceding sentence
shall not apply until publication of the Prospectus in accordance with the provisions of
this Agreement, provided that each of the Joint Sponsors shall be permitted to
endeavour to procure Placees prior to such publication.

Subject to compliance with this clause 3 and with the restrictions in clause 5, each of
Morgan Stanley and Dresdner shall have discretion to procure Placees in the manner
and otherwise as it thinks fit in compliance, in all matenal respects, with applicable laws
as are customarily complied with by banks of international reputation, including the last
time at which allocations pursuant to the Placing may be made and accepiances thereto
received,

Morgan Staniey and Dresdner will procure that a schedule is delivered to the Company
(or the Registrar on behalf of the Company) and to HM Treasury no later than 5.00 p.m.
on the third Business Day after the close of the Open Offer and in any event no later
than 5.00 p.m. on the third Business Day following the Closing Date following
completion of the procedure set out in clause 3.4 showing the names and registration
details of Placees allocated Non-Accepted Shares {and the nurnber of New Shares
comprised in such allocations) and shall specify whether such shares are to be issued
in certificated or uncertificated form together with details of (and the number of New
Shares comprised in) the proposed number of Residual Shares to be acquired by HM
Treasury (or its nominee) pursuant to clause 6.3 (the "Placing Schedule™).

HM Treasury, the Company and the Joint Sponsors will consult each other in respect of,
and agree a final version of, the Placing Schedule within one Business Day of the date
of its delivery pursuant to this clause 3.5,

Without prejudice to the Joint Sponsors' obligations under Chapter 8 of the Listing
Rules, the Company acknowledges and agrees that neither of the Joint Sponsors nor
HM Treasury is responsible for and has not authorised and will not authorise the
contents of any Issue Document and that neither of the Joint Sponsors nor HM Treasury
shall be responsible for verifying the accuracy, completeness or faimess of any
information in any of the Issue Documents [or any supplement or amendment to any of
the foregoing).

The Company consents to each Joint Sponsor disclosing to the FSA at any time before
or after Admission, any information that such Joint Sponsor is reguired to disclose to
satisfy its obligations as a sponsor under the Listing Rules and/or the DTRs provided
that, where legally permitted and practicable, such Joint Sponsor netifies the Company
prior to making, and consults as to the timing and manner of, such disclosure.

The Company confirms that it will appoint a receiving agent to act as registrar and
receiving agent in connection with the Placing and Open Offer and that the Receiving
Agent will be admitted as registrar and receiving agent in respect of CREST.
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The Company shall give all such assistance and provide all such information as each of
the Joint Sponsors may reasenably reguire for the making and implementation of the
Placing and Open Offer and will do (or procure to be done) all such things and execute
(or procure to be executed) all such documents as may be reasonably necessary or
desirable to be done or executed by the Company or by its officers, employees or
agents in connection therewith.

The Joint Sponsors and the Company agree to use their respective reasonable
endeavours to finalise the Option Agreement and Subscription and Transfer Agreement
50 as o give effect to the arrangements intended to be contemplated by such
agreemenis, provided that such arrangements reflect any requirements of the Joint
Sponsors, acting reasonably, to enable them to comply with any regulatory provisions
applicable to them and to enter into those agreements as soon as reasonably
practicable and to execute such documents and do such things as may be necessary or
desirable to implement such arrangements. Finalisation of the Option Agreement and
the Subscription and Transfer Agreement and the mechanical and cash-flow
arrangements related therete (including those in support of the arrangements provided
in clauses 2.3, 3.24 and 3.25 and the arrangements for the provision of security for the
transfer of the Consideration Shares contemplated by clause 2.3) shall require the prior
approval of HM Treasury (not to be unreasonably withheld).

The Company undertakes that it shall release the Press Announcement to a Regulatory
Information Service at, or as soon as practicable after, 7.00 a.m. on the Effective Date.

The Company undertakes to:
(A) make an application:

0] (within the meaning of and for the purposes of the Prospectus Rules) to
the FSA for the approval of the Prospecius, the Preference Prospectus
and, to the extent required, the Circular, and

(i) to the Panel for the approval of the Circular in relation to the Whitewash
Resolution; and

(8) apply to the FSA and to the London Stock Exchange for Admission and fo the
FSA and to the London Stock Exchange for Preference Admission and further
undertakes to provide such information, supply and/or execute such documents,
pay such fees, give such undertakings and do all such acts and things as may
be required (a} by the UK Listing Authority and the Londan Stock Exchange for
the purposes of obtaining formal approval of the Circular (to the extent required)
and the Prospectius, the Preference Prospectus, any Supplementary
Prospectus and any Supplementary Preference Prospecius and obtaining
Admission and Preference Admission, and (b} to comply with the Listing Rules,
the Prospectus Rules, ihe Admission and Disclosure Standards, FSMA and the
Companies Acts, and {c) by the UK Listing Authority for the passporting of the
Prospectus into any relevant EU member state, and (d) the relevant regulatory
authority in any relevant EU member state into which the Prospeclius is to be
passported, and {e) by Euroclear for the purposes of obtaining permission for
the admission of the New Shares and the Preference Shares as Participating




3.13

3.14

3.15

3.16

30

Securities in CREST and (f} by the FSA, the London Stock Exchange, in each
case to obtain the grant of such Admission or Preference Admission, as the
case may be. Subject to the fiduciary duties of the Directors, the Company will
use all reasonable endeavours to obtain the grant of Admission (subject only to
the allotment of the New Shares) and of Preference Admission (subject only to
the allotment of the Preference Shares) by no later than 8.00 a.m, on 19
January 2009 (or such later time or date as HM Treasury may agree in writing).

The Company undertakes that it shall not include any reference to HM Treasury or the
Joint Sponsors in any of the Issue Documents without the prior written consent of HM
Treasury or the Joint Sponsors, as applicable.

Subject to obtaining the approval of the Circular by the FSA (to the extent required) and
the Panel in relation to the Whitewash Resolution, the Company shall procure that:

(A)

(8)

the Circular and the Forms of Proxy are posted to Qualifying Shareholders
(other than Prohibited Shareholders and US Shareholders) on the Circular
Posting Date; and

a copy of the Circular is filed with the UKLA pursuant to the Listing Rules and, if
required, with the Panel,

Subject to obtaining the approval of the Prospectus by the FSA, the Company shall
procure that:

(A}

(B)

(C)

(D)

(E)

the Prospectus is made available to Qualifying Shareholders (other than
Prohibited Shareholders and US Shareholders) in accordance with the
Prospecius Rules subject to clause 5;

a copy of the Prospectus is filed with the FSA pursuant to the Prospectus Rules;

copies of the Prospectus, fogether with any other required documents, are
made available to the public by or on behalf of the Company in accordance with
the Prospectus Rules;

Appiication Forms are posted to all Qualifying Non-CREST Shareholders (other
than Prohibited Shareholders and US Shareholders) with the Prospectus; and

the Open Offer Entitlements of Qualifying CREST Sharehciders (other than
Prohibited Shareholders and US Shareholders) are credited to their respective
stock accounts on the first Dealing Day after the Ordinary Shares go ‘ex’ the
antittement to apply under the Open Offer.

Subject to obtaining the approval of the Preference Prospectus by the FSA and subject
to clause 5, the Company shiall procure that;

(A)

a copy of the Preference Prospectus is filed with the FSA pursuant to the
Prospectus Rules; and
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{B) copies of the Preference Prospectus, together with all other required
documents, are made available to the public by or on behalf of the Company in
accordance with the Prospectus Rules,

As soon as practicable after the Prospectus Posting Date, the Company shall procure
delivery to Euroclear of security application forms in a form acceptable to HM Treasury
and to the Joint Sponsors, acting reasonably, in respect of the Open Offer Entitlements
and the New Shares and the Company undertakes to use reasonable endeavours to
obtain permission for the admission of each of the Open Offer Entitlements and the New
Shares as a Participating Security in CREST.

On the Circular Posting Date, prior fo the despalch of the Circular, the Company shall
geliver, or procure there are delivered, to the Joint Sponsars and to the HM Treasury
those documents listed in Part Il of Schedule 2.

On the Prospecius Posting Date, prior to publication of the Prospectus, and (to the
extent requested) prior to the publication of each Supplementary Prospectus, the
Company shall deliver or procure there are delivered to the Joint Spensors and to HM
Treasury those documents listed in Pait Il of Schedule 2.

At or with respect to the date of any Time of Sale, the Company shall deliver or procure
there are delivered to the Joint Sponsors and to HM Treasury the documents listed in
Part IV of Schedule 2,

The Company authorises the Joint Sponsors to date the Enablement Letter and deliver
it to Euroclear.

Subject always to the fiduciary duties of the Directors, the Company shall procure that
the GM is duly convenad and held no later than 17 December 2008 and that the
Resolutions are proposed at it.

Subject to clause 3.24, neither the Placing and Open Offer nor the Lloyds TSB Offer nor
any of their terms and conditions shall be varied, extended, amended or withdrawn
without the prior written consent of HM Treasury, except as required by any applicable
law or regulation.

If at any time between the Prospectus Posting Date and the Closing Date: (i) any event
shall have occurred as a result of which the Prospecius, as amended or supplemented
from time to time, would include an untrue statement of a material fact or omit to state
any material fact necessary in order to make the statemenis therein, in the light of the
circumstances under which they were made when such document is delivered, not
misleading, or if for any other reason, including compliance with Section 87G of FSMA,
it shall be necessary to amend or supplement the Prospectus, the Company will
(without prejudice o the rights of HM Treasury and the Joint Sponsors under this
Agreement) promgptly:

(A) nofify HM Treasury and the Joint Sponsors of the relevani circumstances;

(=) consult with HM Treasury and the Joint Sponsors in considering any
requirement to publish a Supplementary Prospectus,
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{C) consult with HM Treasury and the Joint Sponsors as to the contents of any
Supplementary Prospectus and comply with all reasonable requirements of in
relation thereto; and

(C) publish such Supplementary Prospectus in such manner as may be required by
the Prospectus Rules,

and the provisions of this clause 3.24 shall apply mutatis mutandis in respect of the
Preference Prospectus {save that references to the Jeint Sponsors shall not so apply).

On the Prospectus Posting Date, gach Joint Sponsor shall deliver to the Company and
to HM Treasury an original of the Subscription and Transfer Agreement and, in the case
of Morgan Stanley or Dresdner {as appropriate), the Option Agreement, each duly
executed by the relevant Joint Sponser (if a party thereto).

As between the Company and Morgan Stanley, any amounts received by Morgan
Stanley in respect of the New Shares whether from applicants for New Shares pursuant
to the Open Offer, Placees or HM Treasury (in accerdance with clause &) shall be
received by Morgan Stanley and the Company shail have no rights to receive such
amounts from Morgan Stanley or from any acquiror of such New Shares. Such
amounts shall be paid by applicants for the New Shares to be issued pursuant io the
Open Offer, by Placees and by HM Treasury, in each case as applicable, into a bank
account approved by HM Treasury, being an account established on terms approved by
HM Treasury, acting reasonably, including as to security in respect of the discharge of
Morgan Stanley's undertaking to JerseyCo under the Subscription and Transfer
Agreement {o pay up the JerseyCo Preference Shares.

As between the Company and Dresdner, any amounts received by Dresdner in respect
of the New Shares whether from applicants for New Shares pursuant to the Open Offer,
Placees or HM Treasury (in accordance with clavse 8) shall be received by Dresdner
and the Company shall have no rights to receive such amounts from Dresdner or from
any acquirer of such New Shares. Such amounts shall be paid by applicants for the
New Shares to be issued pursuant to the Open Offer, by Placees and by HM Treasury,
in each case as applicable, into a bank account approved by HM Treasury, being an
account established on terms approved by HM Treasury, acting reasonably, including as
to security in respect of the discharge of Dresdner’s undertaking to JerseyCo under the
Subscription and Transfer Agreement to pay up the JerseyCo Preference Shares.

For the avoidance of doubt, nothing in this Agreement confers or imposes on any
Placee (including HM Treasury) any right or obligation (conditional or otherwise) to
subscribe for or acquire any JerseyCo Preference Shares or JerseyCo Ordinary Shares.

Subject to the Scheme being sanctioned by the appropriate court at the Scheme
Hearing, the Company shall procure that the Reduction Hearing shall occur no later
than three Business Days after the date of the Scheme Hearing.

Subject to the Scheme being sanctioned by the appropriate court at the Scheme
Hearing, the Company shall procure that Admission and Preference Admission shall
occur after the Scheme Hearing but not later than by 12.00 p.m. {midday) on the date
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on which the Scheme Record Time occurs so as to ensure that the New Shares are
shares to which the Scheme relates at the Scheme Record Time.

Subject to the Scheme being sanctionad by the appropriate court at the Scheme
Hearing, the Company shall procure that the order sanctioning the Scheme he
registered or otherwise filed forthwith at the appropiriate registry and in any case by no
later than 5.00 p.m. on the day on which the Scheme Hearing occurs and, subject to the
reduction of capital associated with the Scheme being confirmed by the appropriate
court at the Reduction Hearing, the Company shall procure that the order or relevant
copy of the order confirming the reduction of capital be registered or otherwise filed
forthwith at the appropriate registry no later than on the Business Day following the
Reduction Hearing.

Immediately prior to Admission the Company shall deliver or procure that there are
delivered to the Joint Sponsors and to HM Treasury those documents listed in Part IV of
Schedule 2.

immediately prior to Preference Admission, the Company shall deliver to HM Treasury
those documents listed in Part V of Schedule 2.

The Company shall procure (fo the extent that it lies in its power to do so) to be
communicated or delivered to the Joint Sponsors all such information and documents
(signed by the appropriate person where so required) as the Joint Sponsors may
reasonably require fo enable them fo discharge their obligations hereunder and
pursuant to or in connection with obtaining Admission, Preference Admission, the
Placing and Open Offer or as may be required to comply with the requirements of the
FSMA, the FSA or the London Stock Exchange.

The Company confirms to the Joint Sponsors and to HM Treasury that a meeting or
meetings of the Board has been held (and/or, in the case of (C), (E) and (F) below,
undertakes to hold such a meeting) which has (or will have, as the case may be):

(A) authorsed the Company to enter info and perform its obligations under this
Agreement and the Preference Share Subscription Agreement;

(B) approved the form and release of the Press Announcement and the making
(inctuding the recommendation) of the Lloyds TSB Offer;

(<) approved the form of the Circular, Prospectus, and Form of Proxy and
authorised and approved the publication of the Circular, Prospectus, the Form
of Proxy, each of the other Issua Documents and all other documents
connected with the Placing and Open Offer, Adimission and Preferance
Admission, as appropriate;

(D) approved the making of the Placing and Qpen Offer and the allotment of
Preference Shares under the Preference Share Subscription Agreement;

(E) approved the making of the applications for Admission and Preference
Admission; and
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3] authorised (or authorise, as the case may be) all necessary steps to be taken
by the Company in connection with each of the above maiters.

The Company irrevocably authorises each of the Joint Sponsors te give to the
Registrars and/or Euroclear any instructions consistent with this Agreement and/or the
Issue Documents that it reasonably considers to be necessary for, or incidental to, the
performance of its functions as joint sponsor or joint bookrunner or placing agent (as the
case may be}.

The Company acknowledges that the Joint Sponsors’ responsibilities as sponsors
pursuant to the Listing Rules are owed solely to the FSA and that agreeing to act as
sponsor does not of itself extend any duties or obligations to any one else, including the
Company.

ALLOTMENT OF THE NEW SHARES, CONSIDERATION AND REGISTRATION

The Company shall, prior to Admission, pursuant fo a resolution of the Board, allot,
conditional only on Admission, the New Shares to the Open Offer Acceptors in each
case in accordance with the terms of the Open Offer Documents.

The Company shall, in relation to the Placing, as soon as reasonably practicable
following receipt of the Placing Schedule and in any event (subject only to such receipt)
prior to Admission:

{A) as regards the New Shares required by Placees to be certificated shares,
pursvant to a resolution of the Board, aliot, conditional only upon Admission,
such New Shares as ceriificated shares, subject to the prior consent of HM
Treasury and to the terms of the Placing Documents, to the Placees of such
New Shares in the proportions set out in the Placing Schedule; and

(B) as regards the New Shares which are required by Placees to be uncertificated
shares, pursuant to a resolution of the Board, allot, conditional only upon
Admission, such New Shares as uncertificated shares, subject to the prior
consent of HM Treasury and to the terms of the Placing Documents:

(i) in the case of Placees procured by Morgan Stanley, to such CREST
account of such person as will be notified by Morgan Stanley to the
Company no later than five Business Days prior to Admission, such
person to hold such New Sharss as nominee for such Placees; and

(ii} in the case of Placees procured by Dresdner, to such CREST account
of such person as will be notified by Dresdner fo the Company no later
than five Business Days pricr to Admission, such person to hold such
New Shares as nominee for such Placees,

The consideration for the allotment and issue of the New Shares to the Open Offer
Acceptors and the Placees pursuant to clauses 4,1, 4.2 and 6.3 shall be the transfer to
the Company by each of the Joint Sponsors, each in its capacity as subscriber for the
Consideration Shares, of the Consideration Shares pursuant to the Subscription and
Transfer Agreement, Subject to Admission taking place, each of the Joint Sponsors
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shalt, as shall be set out in the Subscription and Transfer Agreement and each in its
capacilty as subscriber for the Consideration Shares, deliver to, or as may be directed
by, the Company duly executed instruments of transfer in respect of the Consideration
Shares held by it, by which the Consideration Shares are transfeired to the Company
(or such persons as the Company may direct). For the avoidance of doubt, Morgan
Stanley and Dresdner will be under no obligation to subscribe for Consideration Shares
in an amount in excess of the amount received by them (a) from Placees (other than
HM Treasury), {b) from Qualifying Shareholders pursuant to the Open Offer; and (c)
from HM Treasury.

Following delivery of the instruments of transfer in respect of the Consideration Shares
in accordance with clause 4.3, the Company shall procure that the Receiving Agent will,
without delay on the day of Admission:

(A) effect the registration, without registration fee, of the persons referred to in
clauses 4.1 and 4.2(B) above and, as appropriate, HM Treasury (or its nominee)
in accordance with clause 6.3, as the holders of the relevant New Shares and
shall procure that such New Shares are credited to any relevant accounts as
specified in CREST (without charging any administration fee); and

(B) effect the registration, without reqistration fee, of the Placees referred to in
clause 4.2(A) in the register of members and to issue definitive certificates,

The New Shares will, as from the date when they are issued, rank pari passu in all
respects with, and be identical to, the Ordinary Shares then in issue and will rank in full
for all dividends and other distributions declared, made or paid on the Ordinary Shares
after such date of issue. The New Shares and the Preference Shares shall be allotted
and issued free from all Adverse Interests.

OVERSEAS SHAREHOLDERS

The Company shall procure that no Application Forms and no copies of the Prospectus
{or any Supplementary Prospectus) shall be posted ic Prohibited Shareholders or
Ordinary Shareholders with registered addresses in the United States and that no Open
Offer Entittements are credited to stock accounts in CREST of Prohibited Shareholders
or Ordinary Shareholders with registered addresses in the United States unless, in the
case of Prohibited Shareholders, they have supplied the Company with an address in
the United Kingdom for the giving of notices to them.

The Application Forms, iogether with the Prospectus and any Supplementary
Prospectus shall specify, to the reasonable satisfaction of the Joint Sponsors, such
procedures as to ensure that no New Shares are cradited to the account or for the
benefit of any person located in the United States unless they have established to the
reasonable satisfaction of the Company that, in the case of US Shareholders, they are
gualified institutional buyers ("QIBs") as defined in Rule 144A under the Securities Act
or accredited investors as defined in Rule 501 under the Securities Act, or in the case of
Prohibited Shareholders, they may take up their entitlementis to the New Shares in
accordance with an applicable exemption from local securities laws.
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The Company shall not without the written consent of the Joint Sponsors, not to be
unreasonably withheld, make the New Shares available to the holders of Amersican
Depositary Shares representing the Ordinary Shares with respect to any Ordinary
Shares underlying such holder's American Depositary Shares.

Each of the Joint Sponsors (severally and not jointly or jointly and severally) and the
Company acknowledges and agrees that offers and sales of New Shares will be made
as described in the Prospectus and in accordance with the terms of this Agreement.
The rights of Prohibited Shareholders and US Shareholders to participate in the Open
Offer and Placing shall be limited as set out in the Prospectus and in this Agreement.

Each of the Company and the Joint Sponsors (severally and not jointly or jointfy and
severally) confirms and agrees thai except in relation to each Member State of the EEA
which has implemented the Prospectus Directive (each a “Relevant Member State”),
none of the New Shares have heen or will be offered to the public for the purposes of
the Prospectus Direclive in that Relevant Member State prior to the publication of a
prospectus in relation to the New Shares which has been approved by the competent
authority in that Relevant Member State or, where appropriate, approved in another
Relevant Member State and nofified to the competent authority in that Relevant Member
State, all in accordance with the Prospectus Directive, except;

(A) to legal entities which are authorised or regulated to operate in the financial
markets or, if not so authorised or regulated, whose corporate purpose is solely
to invest in securities;

(B) to any legal entity which has two or more of:
(i} an average of at least 250 employees during the last financial year,;
(i) a total balance sheet of more than €43,000,000:; and

(i) an annual net turnover of more than €50,000,000, as shown in its last
annual or consolidated accounts; or

(C) in any other circumstances which do not require the publication by the
Company of a prospectus pursuant to Article 3 of the Prospectus Directive,

provided that no such offer of any New Shares shall result in a requirement for the
publication of a prospectus pursuant to Article 3 of the Prospecius Directive or any
measure implementing the Prospectus Directive in the Relevant Member State,

For the purpoeses of this provision, the expression an "offer of New Shares to the
public” in relation to any New Shares in any Relevant Member State means the
communication in any form and by any means of sufficient infermation on the terms of
the offer and the New Shares to be offered so as to enable an investor to decide 1o
purchase or subscribe for the New Shares, as the same may be varied in that Member
State by any measure implementing the Prospectus Directive in that Member State.

£ach of the Company, HM Treasury and the Joint Sponsors (severally and not jointly or
jointly and severally} acknowledges and agrees that the New Shares and the Open
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Offer Enfitlernents have not been and will not be regisiered under the Securities Act and
may not be offered or sold except in accordance with Rule 803 of Regulation S, to QIBs
or to certain pre-identified US employees of the Company who are accredited investors
(as defined in Rule 501 under the Securities Act) only if such employees have executed
and delivered to the Company an investor letier in a form reasonably satisfactory to the
Joint Sponsors and HM Treasury, in each case pursuant to an exemption from, or in a
transaction not subject to, the registration reguirements of the Securities Act,

Each of the Cornpany, HM Treasury and the Joint Sponsors (severally and not jointly or
jointly and severally) represents, warrants and agrees that it:

(A)

(8)

(<)

O)

has not engaged and will not engage in any directed selling efforts {within the
meaning of Regulation S) in the United States with respect to the New Shares;

has not offered or sold and will not offer or sell New Shares in the United States
by means of any form of general solicitation or general advertising within the
meaning of Rule 502{c) under the Securities Act or in @ manner involving a
public offering within the meaning of Section 4(2) of the Securities Act;

has only solicited and will only solicit subscriptions of and has only offered or
sold and will only offer or sell the New Shares:

(i) to persons that it reasonably believes are QIBs pursuant to an
exemption from, or in a transaction not subject to, the registration
requirements of the Securities Act, ("QIB Purchasers”) and only if such
QIB Purchasers have executed and delivered an investor letter in a
form reasonably satisfactory to the Joint Sponsors and HM Treasury,
which in the case of the Joint Sponsors does not need te be until the
delivery of any New Shares to any such QIB Purchasers;

(ii) to certain pre-identified US employees of the Company who are
accredited investors (as defined in Rule 501 under the Securities Act)
only if such employees have executed and delivered to the Company an
investor letter in a form reasonabiy satisfactory to the Joint Sponsors
and HM Treasury in accordance with an applicable exemption from
local securities laws;

(i) in reliance upon and in compliance with Regulation S; or

(iv) to Prohibited Shareholders in accordance with an applicable exemption
from local securities laws and in reliance upon and in compliance with
Regulation S; and

has complied and will comply with all applicable provisions of FSMA and all
other applicable securities laws with respect to anything done by it in relation to
any New Shares in, from or otherwise involving the United Kingdom.

The Company acknowledges and agrees that it has not, direcily or indirectiy:

(A)

made nor will it make offers or sales of any security;
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(B) solicited nor will it solicit offers or sales of any security;
(C) otherwise negotiated nor will it negotiate in respect of any security;
(D) taken nor will it take any other action,

in any of the foregoing cases under circumstances that would require registration of the
New Shares under the Securities Act.

For so long as any New Shares are "restiicted securities" within the meaning of Rule
144(a)(3) under the Securities Act, the Company will during any peried in which it is
neither subject to Section 13 or 15(d) of the Exchange Act nor exempt from reporting
pursuant to Rule 12g3-2(b) thereunder, provide fo any holder or beneficial owner of
such restricted securities or to any prospective purchaser of such restricted securities
designated by such holder or beneficial owner, upon the request of such holder,
beneficial owner or prospective purchaser, the information required to be provided by
Rule 144A(d)(4) under the Securities Act; this undertaking is also for the benefit of the
holders and beneficial owners from time to time of such restricted securities and
prospective purchasers designated by such holders or beneficial owners from time fo
time.

The Company shall ensure that each of its Affiliates and each person acting on behalf of
the Company or its Affiliates (other than the Joint Sponsors and their respective Affiliates
and persons acting on behalf of any of the Joint Spensors and their respective Affiliates)
has complied ang will comply with clauses 5.5, 5.6, 5.7 and 5.8.

Each of the Joint Sponsors shall ensure that each of its Affiliates and each person
acting on its behalf or on behalf of its Affiliates has complied and will comply with
clauses 5.5, 6.6 and 5.7.

HM TREASURY ACQUISITION
For the purposes of this clause 6:

{A) "Accepted Shares" shall mean any New Shares in respect of which an
Acceptance has been made hefore 11.00 a.m. on the Closing Date;

(B) "Non-Accepted Shares” shall mean any New Shares which are not Accepted
Shares together with any New Shares which are freated as Non-Accepted
Shares pursuant to clauses 6.1(C); and

(C) the Company shall, with the consent of HM Treasury, be entitled to treat as Non-
Accepted Shares:

(i) any New Shares comprised in an Acceptance which has been validly
rejectad by the Company, with the consent of HM Treasury, not later
than 2.00 p.m. on the Closing Date in accordance with the terms of the
Open Offer, by reason of insufficient evidence as to identity having been
received by that time in accordance with the procedures maintained by
the Registrars under the Money Laundering Regulations 2007,
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(i) any New Shares comprised in an Acceptance which has been validly
withdrawn pursuant to the rights of investors fo withdraw acceptances in
accordance with Section 87Q of FSMA; and

(i) any New Shares comprised in any other Acceptance which the
Company, with the consent of HM Treasury, has elected not later than
2.00 p.m. on the Closing Date to treat as invalid, in accordance with the
terms of the Open Offer.

Without prejudice to clause 8, if there are no Non-Accepted Shares, obligations with
regards to Non-Accepted Shares under this clause 6 will cease.

If by £.00 p.m. on the third Business Day following the Closing Date there are Non-
Accepted Shares for which no Placees have been arranged and consented to by HM
Treasury (being “Residual Shares”) and subject to the conditions set out in clause 2.1
having been satisfied or, where permitted by clause 2.6, waived and to this Agreement
not having been terminated under clause 2.9 or clause 13, and subject to clause 8.4,
HM Treasury shall itself {or shall procure that its nominee shall) acquire such Residual
Shares ai the Issue Price and on the terms, subject to the conditions and on the basis of
the information contained in the Issue Documents and in reliance on the Warranties
given under clause 10 and HM Treasury shall, on the date of Admission, pay the
relevant acquisition monies to the bank account referred to in clause 2.5 which shall
constitute a complete discharge of HM Treasury’s obligations to make payment in
respect of the Residual Shares.

As between the Company and the Joint Sponsors, any amounts received by the Joint
Sponsors under clause 8.3 or from Placees or from Ordinary Shareholders shall be
received and held by the relevant Joint Sponsor, and the Company shall have no right to
receive such amounts from the Joint Sponsors or HM Treasury. Such amounts will be
received by the Joint Sponsors and shall be applied in payment for the JerseyCo
Preference Shares.

If HM Treasury (or its nominee) acquires New Shares pursuant to this clause 8, it has, in
addition to any other rights and remedies it may have, the righis and remedies of a
person acquiring New Shares on the basis of the Issue Documents.

The Company confirms to the Joint Sponsors that any information which the Joint
Sponsors may obtain as to whether or not Placees have been procured to take up any
Non-Accepted Shares or, if any such Placees have heen so procured, as to the
identities of any such persons, is not information obtained by the Joint Sponsors as
financial advisers to the Company. Accordingly (and notwithstanding any relationship
which Joint Sponscrs may have with the Company as financial adviser), the Joint
Sponsors shall be under no obligation to disclose to the Company any of such
information.

Without prejudice fo the condition in ¢clause 2.1({AA), in the event that a Supplementary
Prospecius is issued by the Company two or fewer Business Days prior to the Closing
Date (or such later date as may be agreed between the parties) all references to
Closing Date in this Agreement (other than in this clause 6.7) shall be deemed to be the
date which is three Business Days after the date of issue of the Supplementary




6.8

7.1

7.2

7.3

7.4

40

Prospectus and all dates in this Agreement referenced to the Closing Date (excluding,
without limitation, the date specified in clause 2.1{DD) {or such later date as HM
Treasury may agree)) shall also be extendad mutatis mutandis and the obligations of
the parties under this Agreement shall, to the extent applicable, be required to be
performed by the relevant party by reference to such extended dates.

Each party shall execute such documents (including, without limitation, any agreement
varying the terms of this Agreemeni) and do such acts and things as may be required
for the purpose of giving full effect to the extension of the timetable for the Placing and
Open Offer as contemplated by clause 6.7 above,

CAPACITY

Any transaction carried out by the Joint Sponsors pursuant to clause 3.3 will constitute a
transaction carried out in the capacity of agent at the request of the Company and not in
respect of the Joint Sponsors' own account.

Notwithstanding that the Joint Sponsors may act as the Company's agent in connection
with the Placing and Open Offer, the Joint Sponsors and any of their respective Affiliates
andfor their agents may:

(A) receive and keep for their own benefit any commissions, fees, brokerage or
other benefits paid to or received by them in connection with the Placing and
Open Offer and shall not be liable to account to the Company for any such
commissions, fees, brokerage or other benefits; and

{B) acting as investors for their own account, take-up their entittements to, or
subscribe for or purchase New Shares in the Open Offer and, in that capacity,
may refain, purchase, sell or offer to sell for their own accouni(s) such New
Shares and any securities of the Company or related investments issued
otherwise than in connection with the Placing and Open Offer.

The Joint Sponsors will not be responsible for any loss or damage to any person arising
from any insufficiency or alleged insufficiency of the amount obtained from the Placing,
the Open Offer or the Preference Share Subscription or from the fiming of any such
transaction.

The Company acknowledges and agrees that HM Treasury and the Joint Sponsors are
acting solely pursuant to a contractual relationship with the Company on an armv’s length
basis with respect to the Placing and Open Offer and the Preference Share Subscription
(including in connection with determining the terms of the Placing and Open Offer and
the Preference Share Subscription) and not, in refation o the Placing and Open Offer or
the Preference Share Subscription, as financial advisers (except, in the case of Morgan
Stanley and Dresdner, solely on and subject to the strict terms of the Engagement Letter
and the Sponsors’ Fee Letter) or fiduciaries to the Company or any other person.
Additionally, the Company acknowledges that neither HM Treasury nor the Joint
Sponsors are advising the Company or any other person as to any legal, tax,
investment, accounting or regulatory matters in any jurisdiction. The Company shall
consult with its own advisors concerning such matters and shall be responsible for
making its own independent investigation and appraisal of the ransactions
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contemplated hereby and neither HM Treasury nor the Joint Sponsors shall have any
responsibility or liability to the Company with respect thereto. The Company further
acknowledges and agrees that any review by HM Treasury and/or the Joint Sponsors
(or their respective advisers and agents) of the Company, the Placing and Open Offer,
the Issue Documents and other matters relating thereto will be performed solely for the
benefit of HM Treasury and/or the Joint Sponsors and shall not be on behalf of the
Company or any other person. This is without prejudice to any obligations of the Joint
Sponsors under the FSA Rules, including any obligations to make recommendations to
the Company conceming the pricing and allocation of the Placing and Open Offer under
the Engagement Letter.

FEES, COMMISSIONS, EXPENSES AND VAT

Subject to clause 8.2, in consideration of HM Treasury and the Joint Sponsors agreeing
o provide their services under this Agreement, the Company shall pay:

(A) to HM Treasury a commission of 0.5 per cent. of the aggregate value of the
New Shares at the Issue Price per New Share;

(B} subject to Admission occurring, to HM Treasury a further commission of 1 per
cent. of the aggregate value of the New Shares acquired by Placees (including
for the avoidance of doubt HM Treasury) at the 1ssue Price per New Share; and

(C) each of HM Treasury and the Joint Sponsors’ legal and other costs and
expenses (properly incurred in the case of the Joint Sponsors) and the costs
and expenses of HM Treasury’s financial advisers, in each case incuired for the
purpose of or in connection with the Placing and Open Offer, the Preference
Share Subscription or any arrangements referred to in, or contemplated by, this
Agreement or the Preference Share Subscription Agreement.

With respect fo the fees, commigsions and expenses payable pursuant fo clause 8.1
above:

(A) the commissions referred to in clause 8.1(A) shall be payable on the earlier of
Admission and the second Business Day after the day on which this Agreement
is terminated;

B) the commissions referred to in clause 8.1(B) shall be payable con the date of
Admission; and

() the expenses referred o in clause 8.1(C) shall be payable whether or not this
Agreement becomes unconditional or is terminated for any reason and shall be
payable on the earlier of Admission and the second Business Day aiter the day
on which this Agreement is terminated. The Joint Sponsors may deduct any
amounts payable {0 them under this clause 8 from any amounts due from them
under the Subscription and Transfer Agreement.

Each of the Joint Sponsors shall agree with the Company and record in a Sponsor's
Fee Letter the amount of any fees and expenses to be paid by the Company for the
relevant Joint Sponsor for the services to be performed by such Joint Sponsor under
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this Agreement. The Company and the relevant Joint Sponsor shall consult with HM
Treasury prior to agreeing such fee and expense reimbursement arrangements.

HM Treasury may deduct the amount of the commissions and expenses payable under
clause 8.1 together with, in each case, an amount in respect of any VAT chargeable
thereon, from any payment to be made by HM Treasury to the Company under clause
8.3.

The Company shall bear all costs and expenses of or incidental to the Placing and
Open Offer and the matters contemplated by the Preference Share Subscription
Agreement (including, for the avoidance of doubt, any applicable amounts in respect of
VAT thereon, in accordance with clause 8.8), such expenses including, without
limitation, the fees and expenses of its professional advisers, the cost of preparation,
advertising, printing and distribution of the Issue Documents and all other documents
connected with the Placing and Open Offer, the Preference Share Subscription
Agreement, the Subscription and Transfer Agreement, the Option Agreement, cosis and
expenses of and/or related to JerseyCo, the Registrars’ fees, the listing fees of the FSA,
any charges by CREST and the fees of the London Stock Exchange, The Company
shall forthwith (and, in relation to VAT, in accordance with clause 8.8) upon demand by
HM Treasury or either of the Joint Sponsors (accompanied by the relevant receipt
therefor) reimburse such person the amount of any such expenses. This clause 8,5
shall not apply to any Tax, provision for which is, for the aveoidance of doubt, made in
clauses 8.6, 8.7, 8.8 and 8.9, except to the extent provided for in clauses 8.6, 8.7, 8.8 or
8.9. Any costs, charges, and expenses arising in connection with the Transfer and
Subscription Agreement and/or the Option Agreement shall be dealf with in accordance
with the terms of such agreements to the extent provided for therein.

The Company shall pay and bear any Stamp Tax which is payable or paid {whether by
HM Treasury either of the Jeint Sponsors or otherwise) in connection with the allotment
and issue of the New Shares, the delivery of the New Shares and/or the acquisition of
the New Shares in the manner contemplated by this Agreement or the execution,
delivery, performance or enforcement of this Agreement, or in connection with any
matters contemplated by the Subscription and Transfer Agreement and/or the Option
Agreement, provided that this clause 8.6 shall not apply to:

{A) any Stamp Tax payable in respect of iransfers of, or agreements to transfer,
New Shares subsequent to any such New Shares having been acquired by HM
Treasury in the manner contemplated by this Agreement; or

(B) any stamp duty chargeable at a rate determined under section 67 or 70 of the
Finance Act 1886 or SDRT chargeabie under section 93 or 96 of the Finance
Act 1986,

References in this clause 8.8 to New Shares include any interest in or rights to allotment
of New Shares.

If either of the Joint Sponsors, HM Treasury or any other Indemnified Person is subject
to Tax in respect of any sum payable under this Agreement, other than any fees,

commissions andfor expenses payable under clause 8.1, clause 8.2 or clause 8.3, or if
any such sum is taken into account in computing the taxable profits or income of either
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of the Joint Sponsors or HM Treasury or such other Indemnified Person, the sum
payable shall be increased to such amount as will ensure that (after payment of such
Tax, including, for the avoidance of doubt, any additional Tax payable as a result of such
increase} the relevant Joint Sponsor, HM Treasury or the relevant Indemnified Person
(as the case may be) retains a sum equal fo the sum that it would have received and
retained in the absence of such Tax.

All sums (including, for the avoidance of doubt, any fees, commissions and/or expenses
payable under clause 8.1, clause 8.2 or clause 8.3) payable by the Company (the
"Payer”) to HM Treasury, to the Joint Sponsors {or any of them) or to any other
Indemnified Person (the "Payee") pursuant to this Agreement are expressed exclusive
of any amount in respect of VAT which is chargeable on the supply or supplies for which
such sums (or any part thereof) is or are the whole or part of the consideration for VAT
purposes. If any Payee makes (or is deemed for VAT purposes fo make) any supply to
the Payer pursuant to this Agreement and VAT is or becomes chargeable in respect of
such supply, the Payer shall pay to the Payee (within 14 days of the receipt of a valid
VAT invoice) an additional sum equal to the amount of such VAT,

In any case where the Company is obliged to pay a sum to HM Treasury, to the Joint
Sponsors (or any one of them) or to any other Indemnified Person under this Agreement
hy way of indemnity, reimbursement, damages or compensation for or in respect of any
fee, liability, cost, charge or expense (the "Relevant Cost"), the Company shall pay to
HM Treasury, to the Joint Sponsors (or any one of them) or to any other indemnified
Person (as the case may be) at the same time an additional amount determined as
follows:

(A) if the Relevant Cost is for VAT purposes the consideration for a supply of goods
or services made to HM Treasury, to the Joint Sponsors (or any one of them) or
to any other Indemnified Person (including, for the avoidance of doubt, where
such supply is made {o HM Treasury, the Joint Sponsors (or any of them) or any
other Indempified Person acting as agent for the Company within the terms of
section 47 VATA), such additional amount shall be equal to any input VAT which
was incuired by HM Treasury, by any Joint Sponsor or by any other Indemnified
Person (as the case may be) in respect of that supply and which it is not able to
recover from the relevant Tax Authority; and

(B) if the Relevant Cost is for VAT purposes a disbursement incurred by HM
Treasury, any Joint Sponsor or any other Indemnified Person as agent on behalf
of the Company and the relevant supply is made o the Company for VAT
purposes, such additional amount shall be equal to any amount in respect of
VAT which was paid in respect of the Relevant Cost by HM Treasury, by any
Joint Sponsor or by any other Indemnified Person, and HM Treasury, the
relevant Joint Sponsor or the relevant other Indemnified Person shall use
reasonable endeavours to procure that the relevant third party issues a valid
VAT invoice in respect of the Relevant Cost to the Company.

COVENANTS

The Company shall comply in all materiai respects with the Companies Acts, FSMA, the
Prospectus Rules, the Listing Rules, the DTRs and the Admission and Disclosure
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Standards and all other applicable laws and regulations, in each case insofar as they
are relevant to the Piacing and Open Offer (including, for the avoidance of doubt, the
allotment and issue of the New Shares), the Preference Share Subscription, Admission
or Preference Admission.

Except for the publication of the Issue Docurments, the Company undertakes to HM
Treasury and to the Joini Sponsors that, until the close of business on the sixtieth day
after the Closing Date, it shall not, and will procure that each Group Company does not,
publish, make or despatch a public announcement of communication conceming, or
which is reasonably likely to be material in the context of, the Placing and Open Offer or
the Preference Share Subscription:

(A) where the announcement or communication is required by law, the FSA, the
DTRs, the LSE or under the Regulations or the rules, practices and procedures
laid down by Euroclear, without prior consuliation with HM Treasury and the
Joint Sponsors (where legally permitted and practicable) and having due regard
to all reasenable requests which HM Treasury or the Joint Sponscrs may make;
or

(B) in any other case, without the prior consent of HM Treasury and the Joint
Sponsors as to the content, timing and manner of the publication, making or
despatch of the announcement or communication (such consent not to be
unreasonably withheld).

Between the date of this Agreement and the close of business on the sixtieth day after
the Closing Daie, the Company undertakes to HM Treasury and to the Joint Sponsors
that it shall:

(A) not, and shall procure that each Group Company shall not, without the prior
written consent of HM Treasury and the Joint Sponsors, take any steps
(including, without limitation, making any public statement or issuing or
publishing any material or document)} which, in the opinion of HM Treasury or
the Joint Sponsors (acting in good faith), would be materially inconsistent with
any expression of policy or intention or statement contained in the Prospectus,
subject in each case to applicable law and regulation {including the fiduciary
duties of the Directors) (provided that where any Group Company considers
itself or the directors thereof consider themselves bound by law or by regulation
lo take any such steps they shall consult with HM Treasury and the Joint
Sponsors before doing so);

(8) use, and shall procure that each Group Company uses, all reasonable
endeavours to ensure that the Company or Group Company concemed
consults with HM Treasury and the Joint Sponsors as early as reasonably
practicable in advance of the eniry into or variation (other than in the ordinary
course of business) of any commitment, agreement or arrangement, or any
Group Company placing itself in a positicn where it is obliged to announce that
any commitment, agreement or arrangement may be entered into or vaned
which, in any case, is either material in the context of the Group or may involve
an increase in the issued capital of a Group Company (other than an increase in
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the issued capital of a Group Company where all the capital is to be issued to
another Group Company);

<) consult with HM Treasury and the Joint Sponsors as early as reasonably
practicable in advance regarding any public statement or document which
relates to the Group's results, dividends or prospects, or to any acquisition,
disposal, re-organisation, takeover, management development or any other
significant matter (whether or not similar to the foregoing) and which it or any
Group Company proposes to make or publish; and

(0} consult with HM Treasury and the Joint Sponsors as early as reasonably
practicable in advance with respect to any other information which may be
required to be notified to a Regulatory Information Service in accordance with
Chapter 2 of the DTRs.

The Company shall use all reasonable endeavours to procure that employees of the
Company and its subsidiaries and advisers to and agents of the Company (other than
Joint Sponsors and their respective Affiliates) and its subsidiaries observe the
restrictions set out in clauses 9.2 and 9.3 as if they were parties thereto.

The Company shall not {(without the prior written consent of HM Treasury) direcily or
indirectly, issue, offer, pledge, sell, contract to issue or sell, issue or sell any opticn or
contract to purchase or subscribe, purchase any option or contract to sell or issue, grant
any option, right or warrant to purchase, deposit into any depositary receipf facility or
otherwise transfer or dispose of (or publicly announce any such issue, pledge, sale,
grant, deposit, transfer or disposal of) any Ordinary Shares or any securities convertible
into or exercisable or exchangeable for Ordinary Shares or enter into any swap or other
agreement that transfers, in whole or in pant, directly or indirectly any of the economic
consequences of the ownership of Ordinary Shares at any time before the expiry of the
period of 60 days following Admission save in respect of the New Shares and any
Ordinary Shares to be issued pursuant to the grant or exercise of options, awards or
other rights to acquire Ordinary Shares pursuant to any employee share scheme or the
grant of options or making of awards under the Group's employee share incentive plans
provided that this clause 8.5 shall not prevent the Company from deing any thing or
executing any document which is conditional upon this Agreement lapsing, failing to
become unconditional or being terminated.

The Company undertakes to make all such announcementis cencerning the Placing and
Cpen Offer and the Preference Share Subscription as shall be necessary to comply with
the Listing Rules, the DTRs, the Prospectus Rules, the Admission and Disclosure
Standards and section 118, sections 118A to 118C inclusive and section 397 of the
FSMA or which any of the Joint Sponsors or HM Treasury otherwise reasonably
considers to be necessary or desirable and any of the Joint Sponsors and HM Treasury
shall be entitled to make any such announcement if the Company fails (in the opinion of
HM Treasury or such Joint Spensor acting in good faith) promptly to fulfil its ebligations
under this Clause 9.6,

The Company and the Joint Sponsors undertake to HM Treasury that they will, and the
Company will procure that JerseyCo will, duly and punctually perform all of the
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obligations imposed on each of them respectively and JerseyCo pursuant and subject to
the terms and conditions of the Subscription and Transfer Agreement.

The Cormpany and the Joint Sponsors will procure that, once the Subscription and
Transfer Agreement and the Option Agreement (and any side letters, cash flow or
security arrangements related thereto) have been executed or, as the case may be,
agreed, n¢ amendments or waivers to, or discharges or releases of, the same shall be
made or given without the prior consent of HM Treasury, such consent not to be
unreasonably withheld.

The Company undertakes to provide:

(A) publications, reports and other information with respect to the Company and its
subsidiaries and affiliates and their businesses; and

(B) access to the books and records and management and other employees of the
Company and its subsidiaries and affiliates and their businesses,

as may be required in order to allow HM Treasury (including any agent or nominee of
HM Treasury) fo comply fully with all legal and regulatery and other requirements under
the laws and regulations of any jurisdiction applicable to HM Treasury (andfor any such
agent of nominee of HM Treasury) as a direct or indirect consequence of its
shareholdings in the Company, including by acquisition of New Shares and Preference
Shares.

The Company undertakes to HM Treasury that it shall, promptly after Admission, apply

the proceeds of the issue of the New Shares in such manner, in such form and for such
regulaiory capital purposes as may be agreed with, HM Treasury, the Bank of England

and the FSA.

The Company undertakes to HM Treasury to comply in full with all staterments,
conditions and undertakings which are set out in gither the Press Announcement or
Schedule 5.

The Company undertakes to HM Treasury that, until the date on which the Preference
Shares are redeemead or repurchased in full, the Company shall not:

{(A) declare or pay any dividend or make any distribution (whether in cash or
otherwise) on, or in respect of, the Crdinary Shares or set aside any sum to
provide for payment of any such dividend or distribution; or

(B) redeem, purchase, cancel or otherwise acquire in any way any Ordinary Shares
or effect a reduction of the Ordinary Share capital of the Company which
involves a distribution to Ordinary Shareholders.

The Company undertakes to HM Treasury that it shall not issue any New Shares which
are to be acquired by HM Treasury pursuant to this Agreement o any person referred o
in section 67 or 70 of the Finance Act 1986 or section 93 or 96 of the Finance Act 1986
(such that stamp duty or SDRT would apply at the rate determined under any such
section) unless HM Treasury requests that such New Shares are to be so issued.
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REPRESENTATIONS, WARRANTIES AND UNDERTAKINGS

The Company represents, warrants and undertakes to HM Treasury and to each of the
Joint Sponsors that the representations, warranties and undertakings set out in Part | of
Schedule 3 are true, accurate and not misleading as at the date of this Agreement.

The Company agrees with HM Treasury and with each of the Joint Sponsors that;

(A) each statement set out in Parts | and 1l of Schedule 3 (except to the extent that
such statements relate to the Preference Prospectus or any Supplementary
Preference Prospectus) will be true and accurate and not misleading on the
Prospectus Posting Date, at such time as a Supplementary Prospectus shall be
issued in accordance with this Agreement (whether before or after Admission),
and at each Time of Sale, if any;

(B} each statement set out in Part | of Schedule 3 and each Circular Warranty will
be true and accurate and not misleading on the Circular Posting Date; and

(C) each statement set out in Parts | and Il of Schedule 3 will be true and accurate
and not misleading immediately prior to Admission,

in each case by reference to the facts and circumstances then existing and will be
treated as Warranties given and/or repeated on such dates, Wairanties shall be
deemed to be repeated under this clause in relation to the relevant document,
announcement or event on the basis that any reference in any such Warranty to
something being done or something being the case in relation to such document,
announcement or event which is expressed in the future tense shall be regarded as
being expiessed in the present tense.

The Company will notify HM Treasury and the Joint Sponsors immediately if it comes to
the knowledge of the Company or any of the Direclors that any of the Warranfties was
breached or untrue or inaccurate when made and/or that any of the Warranties is or
would be breached or untrue or inaccurate if it were to be repeated by reference to the
facts and circumstances or the knowledge, opinions, intentions or expectations of any of
the Directors subsisting at any time up to immediately prior to Admission. The
Company will make reasonable enquiries to ascertain whether any of the Warranties
was, or if so repeated would be, breached or untrue or inaccurate and as to whether a
Specified Event has occurred.

If, at any fime piior to Admission, HM Treasury and the Joint Sponsors shall receive a
notice pursuant to clavse 10.3 or otherwise become aware of any of the Warranties
being or becoming or being likely {if repeated as referred tc in clause 10.3) to become
untrue or inaccurate, HM Treasury and the Joint Sponsors may {(without prejudice to any
other provision of this Agreement) require the Company, at its own expense, to make or
procure the making of such announcement or announcements and/or despatch such
communication to Ordinary Shareholders as HM Treasury and the Joint Sponsors shall,
in their absolute discretion but after consultation with the Company, consider necessary.

The Warranties shall remain in full force and effect notwithstanding completion of the
Placing and Open Offer and the Preference Share Subscription and all other matters
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and arrangements referred to in or contemplated by this Agreement and the Preference
Share Subscription Agreement.

The Company will deliver to HM Treasury and the Joint Spansors a certificate in the
form set out in Part A of Schedule 1 prior fo and with effect immediately before
Admission and in the form set out in Part B of Schedule 1 prior to and with effect
immediately before the issue of any Supplementary Prospectus or Supplementary
Preference Prospectus and at each Time of Sale, if any.

The Company acknowledges that HM Treasury and the Joint Sponsors are entering into
this Agreement in reliance on the Warranties and each such representation, warranty
and undartaking shall not be limited by reference (express or implied) to the terms of
any other representation, warranty or undertaking or any other provision of this
Agreement.

For the purposes of this clause 10 and Schedule 3, references to the knowledge,
awareness or belief of the Directors or the Company in respect of matters relating to the
Group shall be read and consfrued as references to such knowledge, awareness or
belief after due and careful enquiry.

The Company undertakes to HM Treasury and to the Joint Sponsors:

(A) promptly to give nolice to HM Treasury and to the Jeint Sponsors of the
occurrence of any Specified Event, which shall come to the knowledge of the
Company prior to the earlier of;

(i) this Agreement being terminated in accordance with its terms; and

(i} the date of allotment of the New Shares pursuant to clauses 4 and/or 6
(as appropriate) (whichever is later); and

(B) not to cause and fo use all reasonable endeavours net to permit, and to procure
that each Group Company and the Cirectors do not cause and use all
reasonable endeavours not to permit, any Specified Event to occur before the

earlier of;
] this Agreement being terminated in accordance with its terms; and
(ii) the date of allotment of the New Shares pursuant to clauses 4 and/or 6

(as appropriate} {whichever is later),

provided that any breach of the covenant in this clause 10.8(B) will not give rise
to a remedy in damages against the Company in respect of such breach in
circumstances where this Agreement has been terminated pursuant to clause
13 as a result of a Specified Event.

10.10 For the purpose of clauses 10.9(A) and 10.9(B), each of the Wairanties and the

undertakings contzined in this clause 10 shall take effect with the exclusion of any
qualification contained therein with respect to the knowledge, information, awareness or
belief of the Company or any of the Directors or any other person.
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INDEMNITIES

The Company agrees o fully and effectively indemnify and hold harmless each
Indemnified Person on an after-Tax basis from and against any and all Losses or
Claims, whatsoever, as incurred (and whether or not the relevant Loss or Claim is
suffered or incurred or arises in respect of circumsiances or events existing or occurring
before, on or after the date of this Agreement and regardless of the jurisdiction in which
such Loss or Claim is suffered or incurred) if such Losses or Claims, arise, directly or
indirectly, out of, or are attributable to, or connected with, anything done or omitted to be
done by any person (including by the relevant indemnified Person) in connection with
the Placing and Open Offer, the Preference Share Subscription, Admission, Preference
Admission or the arrangements contemplated by the Issue Documents, the Preference
Share Subscription Agreement or any of them {or any amendment or supplement to any
of them), or this Agreement or any other agreement relating to the Placing and Open
Offer (including, without limitation, the Subscription and Transfer Agreement and the
Option Agreement) or the Preference Share Subscription, including but not limited to:

(A) any and all Losses or Claims whatsoever, as incurred, arising out of the Issue
Documents, or any of them (or any amendment or supplement to any of them)
not containing or fairly presenting, or being alleged not to contain or not to fairly
present, all information required to be contained therein, or arising out of any
unirue or inaccurate statement or alleged untrue or inaccurate statement of a
material fact contained in the Issue Documents, or any of them (or any
amendment or supplement to any of them), or the omission or alleged omission
therefrom of a fact necessary in order to make the statements therein not
misleading in any material respect, or any statement therein being or being
alleged to be in any respect not based on reasonable grounds, in the light of the
circumstances in which they were made; and/or

(B) any and all Losses or Claims whatsoever, as incuited, arising out of any breach
or alleged breach by the Company or JerseyCo of any of its obligations,
including any of the Warranties, or the representations, covenants and
undertakings set out in this Agreement or out of the arrangaments contemplated
by the Issue Documents or the Preference Share Subscription Agreement, or
any of them {or any amendment or supplement to any of them) or this
Agreemeni or any other agreement relating to the Piacing and Open Offer
(including, without limitation, the Subscription and Transfer Agreement and the
Option Agreement) or the Preference Share Subscription; and/or

(C) any and all Losses or Claims whatsoever, as incurred, in connection with or
arising ocut of the issue, publication or distribution of the Issue Documents, or
any of them (or any amendment or supplement to any of them) and/or any other
documenis or materials relating to the applications for Admission or Preference
Admission; and/or

(D) any and all Losses or Claims whatsoever, as incurred, in connection with or
arising out of any failure or alleged failure by the Company or JerseyCo or any
of the Directors or any of its or his agents, employees or advisers to comply with
CA 1985, CA 2006, FSMA, the Listing Rules, the Prospectus Rules, the DTRs,
the rules and regulations of the London Stock Exchange and the Admission and
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Disciosure Standards, or any other requirement or statute or regulation in any
jurisdiction in relation to the applications for Admission or Preference Admission,
the Placing and Open Offer, or the arrangements contemplated by the Issue
Documents and the Preference Share Subscription Agreement {including,
without limitation, the issue and allotment of the New Shares and the
Preference Shares), or any of them {or any amendment or supplement to any of
themy), or this Agreement or any other agreement relating to the Placing and
Open Offer (including, without limitation, the Subscription and Transfer
Agreement and the Option Agreement) or the Preference Share Subscription;
and/or

(E) any and all Losses or Claims whatsoever, as incurred, suffered or incurred by
such Indemnified Person;

(i) as a person who has communicated or approved the contents of any
financial promofion {other than the Issue Documents, or any of them, or
any amendment or supplement to any of them) made in connecticn with
the Placing and Open Cffer or the Preference Share Subscription or the
applications for Admission for the purpose of section 21 of FSMA;

(i) (in the case of each of the Joint Sponsors only) in their capacity as
sponsor 1o the Company’s applications for Admission; or

(i) in connection with the performance of its obligations under the
Subscription and Transfer Agreement or the Option Agreement or the
arrangements contemplated or referred to therein (including for the
avoidance of doubt, any side letters, cashflow or security arrangements
related thereto),

PROVIDED THAT, the indemnity contained in this clause 11.1 shall not apply to any
Losses or Claims (i) in respect of HM Treasury (otherwise than in connection with the
mafters referred fo in clauses 11.1(A), (B}, (C), (D) and (E}) to the extent finally and
judicially determined to have arisen as a result of the fraud, bad faith or wilful default of
that HMT Indemnified Person; (i) in respect of Morgan Stanley and Dresdner (otherwise
than in connection with the matters referred o in clauses 11.1{A) and (B)) to the extent
finally and judicially determined to have arisen as a result of the fraud, bad faith or wilful
default of or primarily as a result of the negligence of that Morgan Stanley Indemnified
Person or that Dresdner Indemnified Person or (iii) if and to the extent arising out of a
decline in market value of the New Shares suffered or incurred by HM Treasury as a
result of it having been required to acquire New Shares pursuant to clause 8 or
Preference Shares pursuant to the Preference Share Subscription Agreement, save to
the exteni such decline is caused by or results from or is attributable to or would not
have arisen but for (in each case directly or indirectly) the neglect or defauit of the
Company in reiation to the content, publication, issue or distribution of the Issue
Documents or any breach by the Company of any of its obligations under this
Agreement, including any of the Warranties, representations, undertakings or
covenants, or under the Preference Share Subscription Agreement. This clause 11.1
shall not apply to any Loss or Claim in respect of Tax which is covered by clauses 8.6,
8.7, 8.8 and 8.9 {or which would have been so covered but for any exclusion contained
therein).
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Each Indemnified Person shall and shall procure that its Indemnified Persons shall;

(A) give notice as promptly as reasonably practicable to the Company of any action
commenced against it after receipt of a written notice of any Claim or the
commencement of any acfion, ¢laim, suit, investigation or proceeding in respect
of which a Claim for indemnification may be sought under this clause 11; and

(8) as promptly as reasonably practicable notify the Company after any such action
is formally commenced (by way of service with a summons or other legal
process giving information as to the nature and basis of the claim),

and shall keep the Company informed of, and, to the extent reasonably practicable,
consult with the Company in relation to, all material developments in respect thereof,
but in each case, only insofar as may be consistent with the terms of any relevant
insurance policy and provided (in each case} that fo do so would nof, in such
Indemnified Person’s view (acting in good faith), be prejudicial to it (or to any
Indemnified Person connected to if} or fo any obligation of confidentiality or other legal
or regulatory odligation which that Indemnified Person owes to any third party or to any
regulatory request that has been made of it. However, the failure to so nolify the
Company and keep the Company informed shall not relieve the Company from any
liability hereunder to the extent it is not materially prejudiced as a result thereof and in
any event shall not relieve the Company from any liability which it may have otherwise
than on account of the indemnity set out in this clause 11.

Legal advisers for Indemnified Persons shall be selected by HM Treasury in respect of
HMT Indemnified Persons, Morgan Stanley in respect of Morgan Stanley Indemnified
Persons and Dresdner in respect of Dresdner Indemnified Persons. The Company may
participate at its own expense in the defence of any action commenced against it
provided however that legal advisers for the Company shall not (except with the consent
of the relevant Indemnified Person) also be legal advisers for the indemnified Person.

In ne event shall the Company be liable for fees and expenses of more than one legal
adviser (in addition to any local legal advisers) separate from its own legal advisers for
all Morgan Stanley Indemnified Persons and Dresdner Indemnified Persons in
connection with any one action or separate but similar or related actions in the same
jurisdiction arising out of the same general allegations or circumstances.

The Company shall not, without the prior wiitten consent of the relevani Indemnified
Persons (acting in good faith), settle or compromise or consent to the entry of any
judgment with respect to any litigation, or any investigation or proceeding by any
governmental agency or body, commenced or threatened, or any claim whatsoever in
respect of which indemnification or contribution could be sought under this clause 11 or
clause 12 (whether or not the Indemnified Persons are actual or potential parties
thereio), unless such settiement, compromise or consent;

(A) includes an unconditional release of each Indemnified Person from all liability
arising out of such litigation, investigation, proceeding or claim; and

(8) does not include a staternent as to or an admission of fault, culpability or 2
failure to act by or on behalf of any Indemnified Person.
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The Company will promptly nofify HM Treasury and each of the Joint Sponsors of any
limitation (whenever arising) on the extent to which the Company and/or any of its
respective subsidiary undertakings, affiliates, or associates may claim against any third
party or parties and/or of any waiver or release of any right of the Company to so claim
(each a “Limitation”) in respect of anything which may arise, directly or indirectly, out of
or is based upon or is in connection with the Placing and Open Offer, the Preference
Share Subscription, Admission, Preference Admission or the subject matter of the
obligations or services to be performed under this Agreement or in connection with the
Placing and Cpen Offer, the Preference Share Subscription, by HM Treasury or by the
Joint Sponsors or on its or their behalf. Where any damage or loss is suffered by the
Company for which any Indemnified Person would otherwise be jointly and severally
liable with any third party or third parties to the Company, or any of its relevant
subsidiary undertakings, affiliates, or associates, the extent to which such damage or
loss will be recoverable from the Indemnified Person shall be limited so as to bein
proportion to the contribution of the Indemnified Person to the overall fault for such
damage or loss, as agreed between the parties, or, in the absence of agreement, as
determined by a court of competent jurisdiction, but in any event, the Indemnified
Person shall have no greater liability than if the Limitation did not apply.

The degree to which any Indemnified Person shall be entitled to rely on the work of any
adviser to the Company or any ather third party will be unaffected by any limitation (as
defined in clause 11.8) which the Company may have agreed with any third party.

The provisions of this clause 11 will remain in full force and effect notwithstanding the
completion of all matters and arrangements referred to in or contemplated by this
Agreement.

CONTRIBUTION

If and to the extent that the indemnification provided for in clause 11 is unavailable to or
insufficient to hold harmless (to the extent specified in clause 11) an Indemnified Person
in respect of any Loss or Claim referred to therein, then the Company, in lieu of
indemnifying such Indemnified Person thereunder, shall contribute to the amount paid or
payable by such Indemnified Person as a result of such Loss or Claim (i) in such
proportion as Is appropriate to reflect the relative benefits received by the Company on
the one hand and HM Treasury or the Joint Sponsors on the other hand from the
Placing and Open Offer or (i) if the allocation provided by sub-clause (i} above is nof
permitted by applicable law, in such proportion as is appropriate to reflect not only the
relative benefits referred to in sub-clause (i) above but also the relative fault of the
Company on the one hand and HM Treasury or the Joint Sponsors on the other in
connection with the statements or omissions that resulted in such losses, claims,
damages or liabilities, as well as any other relevant equitable considerations. The
relative benefits received by the Company on the one hand and HM Treasury on the
other shall be deemad to be in the same respective proportions respectively as the total
fees received by HM Treasury pursuant to this Agreement bear fo the aggregate Issue
Price. The relative benefits received by the Company on the one hand and the Joint
Sponsors on the other shall be deemed fo be in the same respective proportions
respectively as the amount paid up on the Consideration Shares by the Joint Sponsors
and the total fees received by the Joint Sponsars, as set forth in the Sponsors’ Fee
Letter and Engagement Letter and not paid to Placees, bear to the aggregate |ssue
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Price. The relative fault of the Company on the one hand and HM Treasury or the Joint
Sponsors on the other shall be determined by reference to, among other things, whether
the untrue or alleged untrue statement of a material fact or the omission or alleged
omission to state a material fact relates to information supplied by the Company or by
HM Treasury or the Joint Sponsors and the parties' relative intent, knowledge, access to
information and opportunity to correct or prevent such statement or omission.

Notwithstanding the provisions of this clause 12 neither HM Treasury nor the Joint
Sponsors will be entitled to recover from the Company by way of confribution under
clause 12.1 any amount in excess of the amount that the Company would have been
fiable to pay to HM Treasury or to the Joint Sponsors {as the case may be) had the
indemnification provided for in the clause 11 been available to the extent provided in
that clause in respect of the relevant Loss or Claim.

The parties hereto agree that it would not be just and equitable if contribution pursuant
to this clause 12 were determined by pro rata allocation (even if HM Treasury and the
Joint Sponsors were treated as one entity for such purposes) or by any other method of
allocation that doas not take account of the equitable considerations referred to in
clause 12.1. The armount paid or payable by an Indemnified Person as a result of the
Loss or Claim referred to in ¢lause 12.1 shall be deemed to include, any legal or other
expenses incuired by such Indemnified Person in connection with investigating or
defending any such action or claim.

The indemnity and contribution agreements contained in this clause 12 are in addition to
and shall not be construed to limit, affect or prejudice any liability which the Company
may otherwise have to the Indemnified Persons referred to above or any other right or
remedy in law or otherwise availatle to any Indemnified Person.

Notwithstanding the provisions of this clause 12, neither of the Joint Sponsors will be
required to contribute any amount in excess of the fees and comimissions payable to
that Joint Sponsor (and which it is not liable to pay to any Placee or intermediary) in
relation to New Shares for which such Joint Sponsor has procured Placees pursuant to
this Agreement.

For the purposes of this clause 12, each Indemnified Person shall have the same rights
fo contribution as HM Treasury and the Joint Sponsors and HM Treasury's and the Joint
Sponsors’ respective obligations to contribute pursuant to this clavse 12 are several and
not joint or joint and several, in the proportions specified in clause 12.1.

TERMINATION

if following the date of this Agreement but before Admission it shall come fo the notice of
HM Treasury or either of the Joint Sponsors that:

{A) any statement contained in the Issue Documents (or any amendment of
supplement thereto) has become or been discovered to be untrue, inaccurate or
misleading; or

8 matters have arisen or have been discovered which would, if any of the Issue
Documents (or any amendment or supplement thereto) were to be issued at
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that time, constitute an omission therefrom and which would render any such
Issue Documents (or any amendment or supplement thereto) to be rnisleading;
or

() there has been a breach of any of the Warranties or of any other provision of
this Agreement or of any representation, warranty or undertaking in or in terms
of the Preference Share Subscription Agreement; or

(D) there has been a breach by the Company or the Joint Sponsors or any other
party thereto of any obligations under the Subscription and Transfer Agreement
or Opticn Agreement; or

(E) a Specified Event has occurred; or

(F) the Company’s application to the UK Listing Authority for admission of the New
Shares or the Preference Shares to the Official List and/or the Company's
application to the London Stock Exchange for admission to trading of the New
Shares or the Preference Shares on the London Stock Exchange’s market for
listed securities is withdrawn by the Company and/or refused by the UK Listing
Authority or London Stock Exchange (as appropriate),

which, in each case, is in BHM Treasury’s or either of the Joint Sponsors’ sole judgemen,
material in the context of the Group and/or the context of the Placing and Open Offer or
the Preference Share Subscription, Admission or Preference Admission, HM Treasury
or such Joint Sponsor may forthwith give notice thereof to the Company in which case
clause 13.3 shall apply.

13.2  If following the date of this Agreemeni but before Admission:

(A) in the sole opinion of HM Treasury (acting in good faith} there shall have been
any Material Adverse Effect, whether or not foreseeable at the date of this
Agreement; or

(B8) any matter has arisen which would require the publication of a Supplementary
Prospectus; or

<) there has been:

(i) a change in national or international financial, political, economic or
stock market conditions (primary or secondary);

(ii) an incident of temrorism, outhreak or escalation of hostilities, war,
declaration of martial law or any other calamity or crisis;

(iii) a suspension or material limitation in trading of the securities of the
Company by the London Stock Exchange or on any exchange or over-
the-counter market, or if frading generally on the New York Stock
Exchange, the NASDAQ National Market or the London Stock
Exchange has been suspended or limited, or minimum or maximum
prices for trading have been fixed, or maximum ranges for prices have
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been required, by any of such exchanges or by such system or by order
of the SEC, the National Association of Securities Dealers, inc. or any
governmental authority, or a material disruption has occurred in
commercial banking or securities settlement or clearance services in
the United States or in the EEA; or

(iv) a moratorium in commercial banking has been declared by the United
States, the United Kingdom or 2 member state of the EEA,

as wouid in the sole opinion of HM Treasury, acting in good faith, be likely to
materially prejudice the success of the Placing ang Open Offer or dealings in
the New Shares in the secondary market, then HM Treasury may give notice of
any such malter to the Company in which case clause 13.3 shall apply.

Where this clause applies and:

(A)

(8)

notice has been given to the Company pursuant to clause 13.1 or 13.2 by HM
Treasury, HM Treasury may in its sole discretion:

(i) allow the Piacing and Open Offer to proceed on the basis of the Issue
Daocuments subject, if HM Treasury so requests, to (i} the publication of
a Supplementary Prospectus or Supplementary Preference Prospectus
pursuant fo section 87G of FSMA (i) the publication of a supplementary
Circular and (iii) o any additional requirements of the Prospectus Rules
or the FSA; or

(ii) if it does not consider it to be necessary that the arrangements
contemplated by this Agreement and by the Preference Share
Subscription Agreement proceed to completion in order to maintain the
financial stability of the United Kingdom, give notice fo the Company
and to the Joint Spensors at any time prior fo Admission to the effect
that this Agreement shali terminate and cease to have effect, and/or

notice has been given to the Company pursuant {o clause 13.1 by either of the
Jaint Sponsors, then clause 13.4 shall apply.

Where this clause applies, the Joint Sponsor that gave notice to the Company pursuvant
to clause 13.1 (the “Notifying Sponser™) may, having consulied with HM Treasury and
the UK Listing Authoerity, give notice to the Company and to HM Treasury terminating its
appointment under this Agreement and all obligations of the Notifying Sponsor under
this Agreement shall thereupon terminate and:

(A)

(B)

if an application for Admission has been submitted to the FSA, the Notifying
Sponsor shall notify the FSA of the termination of its appoiniment as sponsor in
respect of the Placing and Open Offer;

all references in this Agreement to the Joint Sponsors shall be deemed to be
references to the Joint Sponsor that is not the Notifying Sponsor (if any);
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(C) in respect of tha Notifying Sponsor the Notifying Sponsor shall have no claim
against any other pariy to this Agreement and no other party to this Agreement
shall have any claim against the Nofifying Sponsor, in each case for fees, costs,
damages, compensation or otherwise in respect of such resignation except that:

{i such termination shall be without prejudice to any accrued rights or
obligations under this Agreement; and

(i) the provisions of this clause 13.4 and clauses 1, 8, 10, 11, 12, 14, 15,
18, 17, 18 and 19 shall remain in full force and effect and in particular
the Company shall pay the commission and fees (to HM Treasury) and
the costs and expenses as are payable in such circumstances under
and in accordance with clause 8.1 and 8.2; and

(D) the Company shall consult with HM Treasury and with any Joint Sponsor that is
not the Notifying Sponsor to determine whether a further spensor should be
appointed in relation to the Placing and Open Offer and/or the publication of the
Circular, as appropriate.

HM Treasury and the Joint Sponsors shall have no right to terminate this Agreement on
or after Admission, without prejudice to any of the rights and remedies of HM Treasury
and the Joint Sponsors in respect of any breach by the Company of its obligations under
this Agreement.

In the event that this Agreement is terminated by HM Treasury pursuant fo the
provisions of this clause 13, no parly to this Agreement will have any claim against any
other party to this Agreement for fees, costs, damages, compensation or ctherwise
except that:

(A) such termination shall be without prejudice to any accrued rights or obligations
under this Agreement,

(B) the Company shzll pay the commissions, fees, costs and expenses as are
payable in such circumstance under and in accordance with clause 8.1 and
clause 8.2; and

(C) the provisions of this clause 13.6 and clauses 1, 8, 9.11, 10, 11, 12, 14, 15, 16,
17, 18 and 19 shall remain in full force and effect,

Each of the parties acknowledges and agrees that the Prospectus, the Preference
Prospectus and the Circular will have to reflect the status of the Lloyds TSB Offer, the
process to implement the Lloyds TS8 Offer and the status and structure of the Placing
and Open Offer and the Preference Share Subscription, and will include detailed
information on the Group, Lloyds TSB and its group and the Lloyds TSB Offer as well as

. in respect of the Placing and Open Offer and the Preference Share Subscription.

Accordingly, each of the parties acknowledges and agrees that certain of the existing
provisions of this Agreement may need to be amended to address this. In light of the
above, each of the parties hereby undertakes to negotiate reasonably and in good faith
such amendments to this Agreement as may be necessary:
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(A) to take into account changes to the structure of the Placing and Open Offer and
the Preference Share Subscription, the requirement for, and the contents of the
Prospectus, the Preference Prospectus and/or the Circular and matters related
thereto, including the appointment of the Joint Sponsors as joint sponsors in
relation to the publication of the Circular and, to the extent not already reflected
in this Agreement, the different publication and despatch dates in respect of the
Circular on the one hand and the Prospecius and Preference Prospectus on the
other hand, such amendments, if required, to be made so as to take effect
immediately prior to the Prospectus Posting Date or the Circular Posting Date
as applicable; and

(B} fo take account of any amendments fo the structure, terms and conditions, or
any other relevant aspect of the Lloyds TSB Offer, such amendments to be
made s0 as to take effect at the same time as any relevant amendment to the
Lloyds TSB Offer takes effect.

If the amendmentis proposed to be made to this Agreement under clause 13.7 are not in
a form reasonably satisfactory to any of the Joint Sponsors, such Joint Sponsor may
terminate its obligations under this Agreement pursuant to clause 13.4.

EXCLUSIONS OF LIABILITY

Without prejudice to clause 14.2, no claim shall be made by the Company or any of its
subsidiary undertakings, affiiates or associates or by HM Treasury, or any of the
directors, officers or employees of any of them in any jurisdiction against any
Indemnified Person to recover any Loss or Claim suffered or incurred by any person
and which arises out of the carrying out by any Indemnified Person of obligations or
services in connection with this Agreement, the Preference Share Subscription
Agreement or any other agreements relating to the Placing and Open Offer or
Preference Share Subscription, or in connection with the Placing and Open Offer or
Praference Share Subscription themselves except {otherwise than in connection with, in
respect of the Joint Sponsors, the matters set out in clause 11.1(A) and 11.1(B) or
clause 12, or, in respect of HM Treasury, the matters set outin clauses 11 or 12 or
otherwise than as a result of a payment made or an obligation or liability to make
payment arising under clauses 11 or 12} to the extent only that the Loss or Claim is
determined in a final judgement by a court of competent jurisdiction, in the case of a
HMT Indemnified Person, to have resulted from the fraud, bad faith or wilful default of
such HMT Indemnified Person and, in the case of a Morgan Stanley Indemnified
Person, to have resulted from the fraud, bad faith, wilful default of or primarily as a
result of the negligence of that Morgan Stanley Indemnified Person or, in the case of a
Dresdner [ndemnified Person, to have resulted from the fraud, bad faith, wilful defauit of
or primarily as a result of the negligence of that Dresdner Indemnified Person.

Notwithstanding any rights or claims which the Company or any of its respective
subsidiary undertakings, affiliates or associates or any of the directors, officers or
employees of any of them may have or assert against the Joint Sponsors in connection
with this Agreement, the Placing and Open Offer, or any of the other arrangements
conternplated by the Issue Documents, or any of them, or this Agreement, no claim will
be brought by the Company or by any of its respective subsidiary undertakings, affiliates
or associates or any of the directors, officers or employees of any of them against any
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director or any other officer and/or employee of any Indemnified Person in respect of
any conduct, action or omission by the individuzl concerned in connection with this
Agreement or the Placing and Open Offer, or any of the other arrangements
contemplated by the Issue Documents, or any of them, or this Agreemenit.

MISCELLANEOUS

For the avoidance of doubt, the Company acknowledges and agrees that it is
responsible for its own due diligence carried out in relation fo the Placing and Open
Offer and the Preference Subscription and that neither HM Treasury nor any of the Joint
Sponsors shall be responsible to the Company or any Director for any due diligence in
refation thereto unless it or they have agreed in writing to take specific responsibility for
such due diligence,

The Company agrees that for the purpose of the Placing and Open Offer {including for
the purposes of seeking Placees for the New Shares) and the Preference Share
Subscription and of obtaining Admission and Preference Admission, neither HM
Treasury nor any of the Joint Sponsors shall be responsible for the provision of or
obtaining advice as to the requirements of any applicable laws or regulations of any
jurisdictions nor shall any such person be responsible where it or the Company has
acted in the absence of such advice or in reliance on any advice obfained by the
Company in respect thereof.

GENERAL

Any liability to any party under this Agreement may in whole or in part be released,
compounded or compromised and time or indulgence may be given by any party in its
absolute discretion as regards any other person under such liability without in any way
prejudicing or affecting the first party’s rights against such other person under the same
or a similar liability, whether joint and several or otherwise. For the avoidance of doubt,
any reference in this Agreement fo the agreement or consent of, or any nofice or waiver
by, HM Treasury or the Joint Sponsors shall be construed as the agreement or consent
of, or any notice or waiver by (as the case may be), HM Treasury and each of the Joint
Sponsors, except where expressly provided to the contrary.

No failure of any paity to exercise, and no delay by it in exercising, any right, power or
remedy in connection with this Agreement will operate as a waiver thereof, nor will any
single or partial exercise of any such right preclude any other or further exercise of such
right or the exercise of any other right. The rights provided in this Agreement are
cumulative and not exclusive of any other rights (whether provided by law or otherwise).
Any express waiver of any preach of this Agreement shall not be deemed a waiver of
any subsequent breach.

£ach of the parties hereto acknowiedges that the Warranties given by the Company and
the indemnity contained in clause 11 are, subject as provided in clause 16.12, given
HM Treasury, the Joint Sponsors and the Indemnified Persons (as the case may be), for
themselves and not to them as agent of, trustee for or otherwise for the benefit of any
other person including (without limitation) any person who may subscribe or purchase
any of the New Shares,
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Time shall be of the essence of this Agreement, both as regards any dates, times or
periods mentioned and as regards any dates, times or periods which may be subsiituted
for them in accordance with this Agreement or by agreement in writing between the
parties.

This Agreement may be entered into in any number of counterparts and by the parties to
it on separate counterparts, each of which when so executed and delivered shall be an
original, but all the counterparts shall together constitute one and the same instrument.

This Agreement, together with the Preference Share Subscription Agreement (in the
case of the Company and HM Treasury, only) and together with the Engagement Letter
and the Sponsors’ Fee Lefter (in the case of the Company and the Joint Sponsors,
only), constitutes the whole agreement and understanding between the parties in
relation fo the Placing and Open Offer. All previous agreements, understandings,
undertakings, representations, warranties and arrangements of any nature whatsoever
between the parties or any of them with any bearing on the Placing and Open Offer are
superseded and extinguished {and all rights and liabilities arising by reason of them,
whether accrued or not at the date of this Agreement, are cancelled) to the extent they
have such a bearing. In the event of any conflict between the terms of the Engagement
Letter and this Agreement, this Agreement shall (as between the parties to the
Engagement Letter) prevail.

No varigtion of this Agreement shall be effective unless in writing and signed by or on
vehalf of each of the parties.

At any time after the date of this Agreement the Company and the Joint Sponsors shall,
and shall use all reasonable endeavours to procure that any necessary third party shall,
at the cost of that party execute such documents and do such acts and things as the
party may reasonably reguire for the purpose of giving full effect to all the provisions of
this Agreement by which it is bound.

If any provision in this Agreement shall be held fo be illegal, invalid or unenforceable, in
whole or in part, under any enactment or rule of law, such provision or part shall to that
extent be deemed not to form part of this Agreement but the legality, validity and
enforceability of the remainder of this Agreement shall not ba affected.

All payments by the Company under this Agreement shall be paid without set-off or
counterclaim, and free and clear of and without deduction or withholding for or on
account of Tax, unless required by law. If any Tax is required by law to be deducted or
withheld from or in connection with any such payment, the Company will:

(A) promptly upon becoming aware thereof, notify HM Treasury and the Joint
Sponsors thereof,

(B) rake that deduction or withholding and any payment of Tax required in
connection with that deduction or withholding within the time allowed and in the
minimum amount required by law,

(C) deliver to the payee such receipts, statements or other documents as the payee
may reasonably request by way of evidence that the deduction or withholding
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has been made and any appropriate payment of Tax made to the relevant Tax
Authority; and

(D) increase the amount payable so that the amounti received by the payee (after
such deduction or withholding, including for the avoidance of doubt any
additional deduction or withholding required as a result of such increase) is
equal to the amount which the payee would have received if no such deduction
or withholding had been made.

If the Company makes an increased payment to HM Treasury, any Joint Sponsor or any
other Indemnified Person in accordance with clause 8.7 or 16.10 or {to the extent that
such payment relates to Tax) clause 11.1 and HM Treasury, the relevant Joint Sponsor
or such other Indemnified Person (as the case may be) determines in good faith that it
has obtained, utilised and retained a relief from Tax or a refund of Tax which is
attributable to such increased payment made by the Company, then HM Treasury, the
relevant Joint Sponsor or such other Indemnified Person (as the case may be) shall
reimburse to the Company as soon as reasonably practicable an amount equal to such
praportion of the Tax so saved or refunded as will leave HM Treasury, the relevant Joint
Sponsor or the relevant other Indemnified Person (as the case may be), after such
reimbursement, in the same after-Tax position (having regard to the time value of
money) that it would have been in if the circumstances giving rise to such additional
payment had not arisen. For the avoidance of doubi, nothing in this Agreement shail
require HM Treasury, a Joint Sponsor or any other Indemnified Person to disclose any
information in relation fo its Tax affairs {o the Company or any person acting for or on
behalf of the Company.

Each Indemnified Person shall have the right under the Contracts (Rights of Third
Parties) Act 1998 (which shall apply to this Agreement only o the extent provided in this
clause 16.12) to enforce its rights against the Company under clause 11, clause 12, this
clause 18 or clause 19.3, provided that HM Treasury will have the sole conduct of any
action to enforce such rights on behalf of the HMT Indemnified Persons, Morgan
Stanley will have the sole conduct of any action to enforce such rights on behalf of the
Morgan Stanley Indemnified Persons and Dresdner will have the sole conduct of any
action to enforce such righis on behalf of the Dresdner Indemnified Persons. Excepi as
provided above and as provided in clause 5.10, a person who is not a party to this
Agreement has no right under the Contracts (Rights of Third Parties) Act 1998 to
enforce any term of this Agreement. HM Treasury, the Joint Sponsors and the
Company may agree to terminate this Agreement or vary any of ifs ferms without the
consent of any Indemnified Person or any other third party. Neither HM Treasury nor the
Joint Sponsors will have any responsibility to any Indemnified Person under or as a
result of this Agreement,

ASSIGNMENT OR NOVATION

Subject to clause 17.2 HM Treasury shall be permitted to novate its rights and
obligations under this Agreement (including any obligation to acquire New Shares), {0
any entity which is wholly owned, directly or indirectly, by HM Treasury (a *“Wholly
Owned Entity”) and each of the Company, Morgan Stanley and Dresdner agrees to
consent to, and o execute and deliver all such documentation as may be necessary fo
effect, any such novation provided that such novation is effected on substantially the
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same terms as are contained in the pro forma novation agreement set out in Schedule 4
to this Agreement.

In the event that HM Treasury novaies its rights and obligations under this Agreement
pursuant to clause 17.1, HM Treasury shall procure thai, immediately prior to any such
Wholly Owned Entity ceasing {0 be wholly-owned directly or indirecily by BHM Treasury,
such rights and obligations under this Agreement shall be novated to HM Treasury or
any other Wholly Owned Enity.

Subject to clause 17.1, no party to this Agreement shall be permitted to assign or
novate, of purport to assign or novate, all or any patt of the benefit of, or its rights or
benefits under, this Agreement to any other person without the prior written consent of
each other party.

NOTICES

Any notice, claim, demand or other cammunication in connection with this Agreement
shali be in writing and shall be sufficiently given or served if delivered or sent:

(A) in the case of the Company to:

HBOS plc
QOld Broad Street, London
EC2N 1HZ

Fax: 0131 243 5548

Attention: Company Secretary and Group Legal Counsel.
(B) in the case of the Joint Sponsors to:

(i) Morgan Stanley & Co. International PLC
25 Cabot Square,
Canary Wharf,
London E14 4QA

Fax: +44 20 7677 7999
Attention; Head of Global Capital Markets

and

(i) Dresdner Kleinwort Limited
30 Gresham Street,
London EC2V 7PG

Fax: +44 20 7929 2657

Attention: Alex Reynolds

{C) in the case of HM Treasury to:
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1 Horse Guards Road
London SW1A 2HQ

Fax: 020 7270 7562

Attention: Nikhil Rathi (Team Leader, Financial Responsibility).

Any such nofice or other communication shall be delivered by hand or sent by fax or
pre-paid first class post. In the absence of evidence of earlier receipi, & nofice or other
communication is deemed given: (i) if delivered by hand, when left at the address
referred to in clause 18.1; (i) if sent by fax, when confirmation of its transmissicn has
been recorded on the sender's fax machine; and (iii) if sent by post, 48 hours from the
fime of posting.

Any notice given by HM Treasury or by a Joint Sponsor under clause 13.1 or 13.2 may
also be given to the Company’s represeniative referred to in clause 18.1 or to any
Director by any director or other authorised representative of HM Treasury or the Joint
Sponsors either personally or by telephone (to be confirmed immediately in writing) and
shall have immediate effect.

Any party may notify the other party to this Agreement of a change of its name, relevant
addressee, address or fax number for the purposes of clause 18.1 provided that such
notification shall only be effective on;

(A) the date specified in the notification as the date on which the change is to take
place; or

B) if no date is specified or the date specified is less than five Business Days after
the date on which notice is given, the date falling five Business Days after
notice of any such change has been given,

GOVERNING LAW AND SUBMISSION TO JURISDICTION

This Agreement and any non-confractual obligations arising out of or in connection with
it shall be governed by and construed in accordance with English law.

Subject to clause 12.3, the courts of England have exclusive jurisdiction to hear and
decide any suit, action or proceedings, and to settle any disputes (including claims for
set-off and counterclaims), which may arise cut of or in conneclion with this Agreement
{respectively, "Proceedings” and "Disputes") and, for these purposes, the Company
and the Joint Sponsors imevocably submit to the jurisdiction of the courts of England.

Notwithstanding the provisions of clause 19.2, in the event that any Indemnified Person
becomes subject to proceedings brought by a third party (the "Forelgn Proceedings”)
in the courts of any country other than England (including, without prejudice to the
generality of the foregoing, in any court of competent jurisdiction in the United States)
(the "Forelgn Jurisdiction"}, such Indemnified Person shall be entitled, without
objection by the Company, to take such steps as are available in the Foreign
Jurisdiction, in the circumstances of the Foreign Proceedings, including (if reasonably
necessary) the issuing of separate proceedings, to ensure that any issues between any
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such Indemnified Person and the Company are determined in the Foreign Jurisdiction
as part of, or as closely connected (as the procedure of the Foreign Jurisdiction will
permif) with, the Foreign Procsedings and the Company hereby submits to the
jurisdiction of the Foreign Jurisdiction for this purpose.

The Company and the Joint Sponsors irrevocably waive any objection to the jurisdiction
of any courts referred to in this clause 19.

The Company and the Jeint Sponsors imevocably agres that a judgment and/or order of
any court referred to in this clause 13 based on any matter arising out of or in
connection with this Agreement (including but not limited to the enforcement of any
indemnity) shall be conclusive and binding on it and may be enforced against it in any
other jurisdiction, whether or not (subject {o due process having been served on it) it
participates in the relevant proceedings.

The Company agrees to appoint an agent for service of process in any Foreign
Jurisdiction other than England in which any other party is subject to legal suit, action or
proceedings based on or arising under this Agreement within 14 days of receiving
written notice of such legal suit, action or proceedings and the request to appoini such
agent for service. In the event that the Company does not appoint such an agent within
14 days of the notice requesting it to s, such other party may appoint a commercial
agent for service for the Company on the Company's behalf and at the Company's
expense and the Company agrees that subject to being notified of such appointment in
writing, service upon such commercial agent will constitute service upon the Company.

Process by which any Proceedings are begun in England may be served on a party by
being delivered in accordance with clause 18. Nothing contained in this clause 19.7
affects the right to serve process in another manner permitted by law.
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SCHEDULE 1
CERTIFICATES TO BE DELIVERED

Part A
Certificate to be dellvered pursuant to clause 10.6 prior {o and
with effect immediately before Admission

fCompany Letterhead]

To: The Commissioners of Her Majesty’s Treasury
1 Horse Guards Road
London SW1A 2HQ

Attention of Nikhil Rathi

Morgan Stanley & Co. International PLC
25 Cabot Square,

Canary Wharf,

London E14 4QA

Attention of: Head of Global Capital Markets

Dresdner Kleinwort Limited
30 Gresham Street,
London EC2V 7PG

Aftention of; Alex Reynolds
[date)
Dear Sirs

Proposed Placing and Open Offer of 7,482,394,366 Ordinary Shares of 25 pence each (the
"Placing and Open Offer’”)

Further to the placing and open offer agreement between us effective as of 13 October 2008
(the "Agreement"), we confirm that:

(a) the FSA has agreed fo admit the New Shares and the Preference Shares to the Official
List subject only to the making of an announcement in accordance with paragraph
3.2.7G of the Listing Rules;

{b) the LSE has agreed to admit the New Shares and the Preference Shares fo frading on
the LSE subject only to the making of an announcement in accordance with paragraph
2.1 of the Admission and Disclosure Standards;

(c) it has not come to the notice of any Director that there is any fact or circumstance which
constitutes a breach of any of the Warranties given under the Agreemeni or which has
caused or would or might cause any of the Warranties given pursuant to the Agreament
to become untrue, inaccurate or misleading by reference to the facts or circumstances
existing at 8.00 a.m. on [*];
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it has not come to the notice of any Direclor that a Material Adverse Effect has occurred;

it has not come to the notice of any Director that any other event has occurred that
would entifle HM Treasury lo terminate the Agreement;

the Resolutions have been passed without amendment at the GM;

it has not come to the notice of any Director that the Company is in breach of any of its
obligaticns under the Agreement; and

insofar as the Directors are aware (subject only to the giving of this letter and excluding
any conditions set out in clause 2.1 of the Agreement, the satisfaction of which has
heen waived by HM Treasury pursuant to clause 2.5 of the Agreement or by the
Company pursuant to clause 2.6 of the Agreement or which is treated as waived
pursuant fo clause 2.7 of the Agreement) the conditions set out in clause 2.1 of the
Agreement (other than conditions 2.1(CC) and 2.1{DD})} have all been fulfilled.

For the purpose of this letter, where in a representation, warranty or undertaking there is an
express or implied reference to the "date of this Agreement”, that reference is to be construed
as a reference to "immediately prior to Admission”.

Yours faithfully

Director

for and on behalf of
HBOS plc
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Part B
Certificate to be delivered pursuant to clause 10.6 prior to and with effect
immediately before the issue of any Supplementary Prospectus or
Supplementary Preference Prospectus and at each Time of Sale, if any

To: The Commissioners of Her Majesty's Treasury
1 Horse Guards Road
London SW1A 2ZHQ

Attention of: Nikhil Rathi

Morgan Stanley & Co. International PLC
25 Cabot Square,

Canary Wharf,

London E14 4QA

Attention of: Head of Global Capital Markets

Dresdner Kleinwort Limited
30 Gresham Street,
London EC2V 7PG

Aftention of: Alex Reynolds
[date]
Dear Sirs

Proposed Placing and Open Cffer of 7,482,394,366 ordinary shares of 25 pence each (the
"Placing and Open Offer”)

Further to the placing and open offer agreement between us effective as of 13 October 2008
(the "Agreement"), we confirm that:

{a) it has not come to the notice of any Rirector that there is any fact or circumstance which
constitutes a breach of any of the Warranties given under the Agreement or which has
caused or would or might cause a Warranty to become untrue, inaccurate or misleading
by reference to the facts or circumstances existing at 8.00 a.m. on [+]; and

() it has not come to the notice of any Director that the Company is in breach of any of its
obligations under the Agreement;

() it has not come fo the notice of any Director that an event having a Material Adverse
Effect has occurred; and

(d) it has not come to the notice of any Director that any other event has occurred that
would entitle HM Treasury to terminate the Agreement.
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For the purpose of this letter, where in a representation, warranty or undertaking there is an
express or implied reference fo the "date of this Agreement”, that reference is to be construed
as a reference to "immediately prior to [e]".

Yours faithfully

Director
for and on behalf of
HBOS plc
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SCHEDULE 2
DOCUMENTS TO BE DELIVERED

Part |
Documents to be delivered prior to or on execution of this Agreement

The following documents are to be delivered by the Company to HM Treasury and to the Joint
Sponsors at execution of this Agreement:

1. a certified copy of an extract of the minutes of a meeting of the Board at which it was
approved and authorised (or of the duly authorised committee of such Board), or of a
resolution of the Board (or of the duly authorised committee of such Board} approving
and authorising, the issue and/for execution of this Agreement and, the Press
Announcement (and, if the said resolution is of such a commiftee, a certified copy of the
resolution of the Board appointing such commitiee},

2. three certified copies of the Press Announcement,
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Part It
Documents to be delivered on the Clrecular Posting Date under clause 3.18

The following documents are to be delivered by the Company to the Joint Sponsors and HM
Treasury on the Circular Posting Date as referred to in clause 3.18:

1. a copy of the Circular bearing evidence of the formal approval of the FSA pursuant to the
Listing Rules, if such approval is required;

2. two original letters in a form acceptable to the Joint Sponsors, acting reascnably, signed
by each of the Directors authorising the publication of the Circular and accepting
responsibility for information contained the Circular;

3. the Verification Materials prepared in connection with the Circular signed by or on behalf
of each person to whom responsibility is therein assigned and copies of all evidence
supporting answers in the notes;

4. a certified copy of the resolution of the Board of Directors (or of the duly authorised
Committee of such Board) approving and authorising the issue of the Circular and the
Form of Proxy (and if the said resolution is of such a Committee, a certified copy of the
resolution of the Board of Directors appointing such Committee);

5. a certified copy of each of the documenits stated in the Circular as being available for
inspection,

5. a copy of the Form of Proxy,
7. certified copies of any power of attorney pursuant to which any Director signed any of the
documents mentioned above in a form acceptable to the Joint Sponsors, acting

reasonably; and

8. such other documents as may be reasonably required by HM Treasury and/or the Joint
Sponsors.
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Part 1l
Documents to be delivered on the Prospectus Posting Date under clause 3,19

The following documents are to be delivered by the Company to the Joint Sponsors and to Hi
Treasury on the Prospectus Posting Date as referred to in clause 3.19 and, where reasonably
requested, the date of publication of each Supplementary Prospectus:

1. copies of the signed applications for admission to the Official List of the New Shares;

2. copies of the signed applications for admission to trading of the New Shares on the
London Stock Exchange:

3. a copy of the passporting statement for the Prospecius issued by the UK Listing
Authority to the relevant competent authority in the Relevant Member State into which
the Prospectus is to be passported;

4, a completed ‘Form A, to be submitted to the FSA in accordance with paragraph 3.1.1(1)
of the Prospectus Rules for approval of a prospectus in accordance with Part Vi of the
FSMA,;

5. a copy of the Prospectus bearing evidence of the formal approval of the FSA pursuant

to the Listing Rules;

6. two original lefters in a form acceptable to the Joint Sponsors, acting reasonably, duly
signed by the Company's counsel in relation to paragraphs 8.3.4, 8.4.12 and 8.4.13 of
the UK Listing Rules and dated the Prospectus Posting Daie;

7. two original letters in a form acceptable to the Joint Sponsors, acting reasonably, duly
signed by the Company in relation to paragraphs 8.3.4, 8.4.12 and 8.4.13 of the UK
Listing Rules and dated the Prospectus Posting Date;

8. two original letters in a form acceptable to the Joint Sponsors, acting reasonably, duly
signed by the Auditors in relation to paragraphs 8.4.12(1) and 8.4.13(3) of the UK
Listing Rules and dated the Prospectus Posting Date;

9. two original letters in a form acceptable to the Joint Sponsors, acting reasonably, duly
signed by the Company's counsel in relation to paragraphs 8.4.8 and 8.4.9 of the UK
Listing Rules and dated the Prospectus Posting Date,

10. twe originat letters in a form accepiable to the Joint Sponsors, acting reasonably, duly
signed by the Company in refation to paragraphs 8.4.8 and 8.4.9 of the UK Listing Rules
and dated the Prospectus Posting Date;

11. two original letters in a form acceptable fo the Joint Sponsors, acting reasonably, duly
signed by the Company’s auditors in relation to paragraphs 8.4.8(1), 8.4.8(2} and
8.4.9(3) of the UK Listing Rules and dated the Prospectus Posting Date;

12. two original letters in a form acceptable to the Joint Sponsors, acting reasonably, signed
by each of the Directors authorising the publication of the Prospecius, accepling
responsibility for information contained in the Prospectus and any Supplementary
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Prospectus and acknowledging their understanding of their responsibilities under the
UK Listing Rules and the Disclosure Rules in accordance with paragraph 8.3.4 of the
UK Listing Rules;

the Verification Materials prepared in connection with the Press Announcement and the
Prospectus signed by or on behalf of each person to whom responsibility is therein
assigned and copies of all evidence supporting answers in the notes;

a certified copy of the resolution of the Board of Directors (or of the duly authorised
Committee of such Board) approving and authorising the issue of the Prospectus and
the Application Form (and if the said resolution is of such a Committee, a certified copy
of the resolution of the Board of Directors appointing such Commitiee},

an oniginal copy of any pro forma financial information report incorporated in the
Prospectus duly signed by the Company's auditors and dated the Prospectus Posting
Date;

a certified copy of each of the other documents stated in the Prospectus as being
available for inspection;

an original copy of the letter in acceptable to the Joint Sponsors, acting reasonably, duly
signed by the Auditors and dated the Prospectus Posting Date;

{a) providing comfort on there being no significant change in the financial and
frading position (inciuding indebtedness) of the Group and confirming the proper
and accurate extraction of financial information contained in the Prospectus;

(b) to the extent relevant, giving consent to the inclusion in the Prospectus of their
respective reports and letters in the form and context in which they are
respeciively included; and

() providing comfort in relation to the capitalisation and indebtedness staterment in
the Prospectus and in relation to the accuracy of the tax information included in
the tax disclosures section of the Prospectus.

original copies of lefters in a form acceptable to the Jeint Sponsors, acting reasonably,

duly signed by the Company's auditors and dated the same date as the Prospecius on
the matters coniemplated in the U.S. Statement of Auditing Standards No. 72 (including
a “SAS 72 lookalike" letter} with respect i¢ the financia! statements and certain financial
information contained, or incorporated by reference, in the Prospectus;

an original copy of the letter in a form acceptable to the Joint Sponsors, acting
reasonably, duly signed by the Company and dated the Prospectus Posting Date
providing comfort on there being no significant change in the financial and trading
position (including indebiedness) of the Group since 31 December 2007;

a written English opinion in a form acceptable to the Joint Sponsors and to HM
Treasury, acting reasonably, from Allen & Overy LLP (as English counsel for the
Company).
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a rule 10b-5 disclosure letter and tax disciosure, [nvestment Company Act and
no-registration opinion in a form acceptable to the Joint Sponsors and to HM Treasury,
acting reasonably, from Allen & Overy LLP (as U.S. counsel for the Company) and a
rule 10b-5 disclosure leftter and no-registration opinion Freshfields Buckhaus Deringer
LLP (US Counsel for the Joint Sponsors);

original copies of the Subscription and Transfer Agreement and the Option Agreement
duly executed by the Company and JerseyCo;

certified copies of any power of attorney pursuant to which any Director signed any of
the docurmnents mentioned above in a form acceptable to the Joint Sponsors, acting
reasonably;

a certified copy of a memorandum to the Directors from Allen & Overy LLP in
connection with the Placing and Open Offer explaining the nature of their
responsibilities and abligations as directors of a listed comgany under the Listing Rules
and DTRs in a form acceptable to the Joint Sponsors, acting reasonably;

the Working Capital Report relating to the Group duly signed by the Auditors in a form
acceptable to the Joint Sponsors, acting reasonably, and dated the Prospectus FPosting
Date;

a letter to the Joint Sponsors dated the Prospectus Posting Date from the Auditors
relating to the said Working Capital Repert and the Prospectus and any current trading
statements in the Prospectus, in a form acceptable fo the Joint Sponsors, acting
reasonably;

a letter to the Joint Sponsors from the Company relating to the adequacy of the Group’s
working capital in a form acceptable to the Joint Sponsors, acling reasonably, and dated
the Prospectus Posting Date;

a certified copy of the resolution of the board of directors of JerseyCo approving and
autherising the execution of the Subscription and Transfer Agreemenis and the Option
Agreement;

a letter from the Auditors addressed to the Company in a form acceptable to HM
Treasury ang the Joint Sponsors, aciing reasonably, confirming the effect on the
distributable reserves of the Company of implernenting the Placing and Open Offer,
such letter to expressly state that a copy of such letter may be provided to HM Treasury
and to the Joint Sponsors on & no reliance basis;

a certified copy of any registrar's agreement entered into by the Company with the
Registrar in relation to the Placing and Open Offer and of the Receiving Agent
Agreement;

three certified copies of the press release relating to the posting of the Prospectus;

a ceilified copy of the Memorandum and Articles of Association of the Company;
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a written Scottish opinion in a form acceptable to the Joint Sponsors and to HM
Treasury, acting reasonably, from Scoftish counsel for the Company;

a written Jersey opinion, in & form acceptable to the Joint Sponsors, acting reasonably,
from Jersey counsel to the Company; and

such other documents as may be reasonably required by HM Treasury and/or the Joint
Sponsors.
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PART IV
Documents fo be delivered immedlately prior to Admission and at each Time of Sale, if
any

The following documents are to be delivered by the Company to HM Treasury and to the Joint
Sponsors not later than 5.00 p.m. on the Dealing Day immediately preceding the proposed date
of Admission or Time of Sale, if any (where indicated);

1. a certified copy of the Resolutions;

2. a certified copy of the resolution of the Board {or of the duly authorised committee of the
Board) provisionally allotting the New Shares (and, if the said resolution is of such a
committee, a certified copy of the resolution of the Board appointing such committee (if
not previously delivered to the HM Treasury and the Jeint Sponsors));

3. a certified copy of the resolution of the Board of Directors (or of the duly authorised
committee of the Board) allotting the Preference Shares in terms of the Preference
Share Subscription Agreement (and, if the said resolution is of such a committee, a
certified copy of the resolution of the Board appointing such committee (if not previously
delivered to HM Treasury and to the Joint Sponsors)),

4, a letter addressed to MM Treasury and to the Joint Sponsors in the form set out in Part A
of Schedule 1 dated as of the date of Admission (such letter also to be delivered at each
Time of Sale, if any),

5. updating versions of the letters referred (o in paragraphs 8, 8, 10,17, 18, 18, 20, 21 and
35 of Part |l of this Schedule 2 to the extent in each case such lefters related to the
Prospectus and written opinions in the form previously provided to HM Treasury and the
Joint Sponsors from Allen & Overy LLP, and from Freshfields Bruckhaus Deringer LLP,
Scottish counsel to the Company and Jersey counsel to the Company all dated the date
of Admission (and, in the case of the items referred to in paragraph 21, also referencing
each Time of Sale, if any);

B. as of each Time of Sale, if any, “bring down” letters with respect to the matters referred
to in paragraphs 17 and 18 of Part Il of this Schedule; and

7. such other documents as may he reasonably required by HM Treasury and/or the Joint
Sponsaors.

Note; ltis agreed that, other than in respect of the Allen & Overy opinicn, the parties
will discuss (acting reascnably) the extent, to which it is necessary and customary to
update all of the documenis referred to in paragraph 5.
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PART V
Documents to be delivered on Preference Admission

The following documents are to be delivered by the Company to HM Treasury not later than
6.00 pm on the Dealing Day immediately preceding the proposed date of Preference Admission:

1

10

11

12.

a certified copy of the signed application for admission to the Official List of the
Prefarence Shares (certified by a Director or the Secretary of the Company);

a certified capy of the signed applications for admission to trading of the Preference
Shares issued by the London Stock Exchange (certified by a Director or the Secretary of
the Company);

a certified copy of the CREST enablement letter confirming that the conditions for
admission of the Preference Shares to CREST are satisfied (certified by 2 Director or
the Secretary of the Company);

a copy of the Preference Prospectus and any Supplementary Preference Prospectus
bearing evidence of the formal approval of the FSA pursuant to the Listing Rules;

a copy of the Preference Prospecius and any Supplementary Preference Prospectus
signed by each of the Directors (or by their agenis or attorneys);

two original letters in a form acceptable t¢ HM Treasury, acling reasonably, signed by
each of the Direciors authorising the publication of the Preference Prospecius,
accepting responsibility for information contained in the Preference Prospectus and any
Supplementary Preference Prospectus;

the due diligence guestionnaire prepared in connection with the Preference Prospectus,;

a certified copy of the resolution of the Board of Directors (or of the duly authorised
committee of such Board) approving and authorising the issue of the Preference
Prospectus (and if the said resolution is of such a commitiee, a copy of the resolution of
the Board of Directors appoiniing such commifiee) (in each case, certified by a Director
or the Secretary of the Company);

a certified copy of any ordinary or special resolutions of the Company in general
meeting authorising the Directors under section 80 of the Companies Act to allot the
Preference Shares (certified by a Director or the Secretary of the Company);

a certified copy of each of the documents stated in the Preference Prospectus as being
available for inspection {certified by a Director or the Secretary of the Company),

a written opinion in a form acceptable to HM Treasury, acting reasonably, from Allen &
Overy LLP (as English counse! for the Company) and from Scottish counsel for the
Company; and

such other documents as may be reasonably required by HM Treasury and/or the Joint
Sponsors.
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SCHEDULE 3
WARRANTIES

PART |
Representations, warranties and undertakings given on the date of
this Agreement, the Circular Posting Date, the Prospectus Posting Date,
at each TIme of Sale, if any, at the date of publication of any
Supplementary Prospectus and immediately prior to Admission

Compliance

Each Group Company and JerseyCo has been duly incorporated and is validly existing
as a company with limited liability under the laws of the country of its incorporation with
full corporate power and authority to own, lease and operate the properties which it
owns, leases and operates and to own its other assets and carry on its business as
presently carried on and as intended to be caitied on as described in the Prospectus,
when published.

Ali licences, permissicns, authorisations and consents which are material for carrying on
the business of the Group have been cbtained and are in full force and effect and, so far
as the Company is aware, there are no circumstances which might iead to any of such
licences, permissions, authorisations and consents being revoked, suspended, varied or
refused renewal to an extent which would, or would be reasonably likely to, be {singly or
in the aggregate) material in the context of the Placing and Open Offer, any acquisition
of New Shares or subscription for the Preference Shares by HM Treasury, Ordinary
Shareholders or Placees, Admission, Preference Admission or post-Admission dealing
in the Ordinary Shares.

Save as fairly disclosed in the Press Announcement and, when published, in the
Circular, the Prospectus, the Preference Prospectus, any Supplementary Prospectus or
Supplementary Preference Prospectus, each Group Company has conducted iis
business in accordance with all applicable laws and regulations of the United Kingdom
and all relevant foreign countries or authorities, and there is no order, decree or
judgment of any court or any govemnmental or other competent authority or agency of
the United Kingdom or any foreign country outstanding against any Group Company or
any person for those acts any Group Company is vicariously liable (which in any of the
foregoing cases) (singly or in aggregate) would have, or would reasonably likely to have
a Material Adverse Effect.

All sums due in respect of the issued share capital of the Company at the date of this
Agreement have been paid to and received by the Cempany. No owner or holder of any
of the share capital of the Company shall, with effect from Admission, have any right, in
his capacity as such, in relation to the Group other than as set out in the memorandum
and arlicles of association of the Company.

The Company is the beneficial owner free from all Adverse Interests of the shares it
holds in each subsidiary of the Company.

The Company and the Directors have at all times complied with the provisions of the
Company’s memorandum and articles of association and the Companies Acts and,
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subject to the passing of the Resolutions, have or will have the right, power and
authority under the memorandum and articles of association of the Company, or
pursuant to resoluiion passed in general meeting, to enter into and perform this
Agreement (including, without limitation, the power to pay commissions, fees, costs and
expenses provided for in this Agreement) and the Preference Share Subscription
Agreement, o make the Placing and Open Offer, to allot and issue the New Shares in
certificated and uncertificated form and the Preference Shares in certificated form, to
issue the Issue Documents in the manner proposed without any sanction or consent by
members of the Company or any class of them and, subject to Admission and
Preference Admission, there are no other consents, authorisations or approvals
required by the Company in connection with the entering into and the performance of
this Agreement, the Subscription and Transfer Agreement, the QOption Agreement or the
Preference Share Subscription Agreement and the actions referred to in this paragraph
1.5 which have not been irrevocably and unconditionally obtained. The Company's
existing Ordinary Shares are participating securities in, and have not been suspended
from, CREST,

The allotment and issue of the New Shares and the Preference Shares, the Placing and
Open Offer, the contents of and the issue and distribution of the Issue Documents and
any other document by or on behalf of the Company in connection with Admission, the
Placing and Open Cffer or the allotment and issue of the Preference Shares will comply
in all material respects with all agreements to which any Group Company is a paity or
by which any such Group Company is bound and will comply with: (a) all applicable
laws and regulations of the United Kingdom (including, without limitation, the
Companies Acts, FSMA, the Listing Rules, the Prospectus Rules, the DTRs and the
Adrissien and Disclosure Standards) and all applicable United States and regulations
and (in all material respects) with, all applicable laws and regulations of any other
relevant jurisdiction; (b) the memorandum and arlicles of association of the Company;
and (c) when published, the Working Capital report; and will not exceed or infringe any
restrictions or the terms of any contract, indeniure, security, obligation, commitment or
arrangement by or binding upon the board of directors of any Group Company or their
respective properties, revenues or assets or result in the implementation of any right of
pre emption or any other material provision thereof, or result in the imposition or
variation of any material rights or obligations of any Group Company.

The statement set out in clause 2.1(L) is true and accurate and not misleading.

The New Shares will, upon allotment, be free from all Adverse interests and will rank
pari passu in all respects with the existing issued shares in the issued share capital of
the Company.

The Preference Shares will, upon allotment be free from all Adverse Interests and will
have the rights and be subject to the restrictions as set out in Article 11{A) of the
Company's articles of association and in Schedule 1 of the Preference Share
Subscription Agreement.

The Company has complied in all material respects with the requirements of Euroclear
and the Regulations.
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No member of the Group or any person acfing on iis behalf has taken, directly or
indirectly, any action designed to or which has constituted or which might reasonably be
expected to cause or resulf in stabilisation or manipulation of the price of any security of
the Company.

The Company has not paid or agreed to pay o any person any compensation for
soliciting another to purchase any New Shares (except as contemplated in this
Agreement).

All information provided by the Company, its subsidiary undertakings or any of its or
their officers or employees to HM Treasury and/or to the Joint Sponsors and/or the
Auditors in connection with its or their due diligence enquiries or similar requests for
information has been supplied in good faith and such information was when supplied,
and remains, true and accurate in all material respects and no further information
requested has heen withheld, the absence of which might reasonably be considered to
be material to such due diligence enquiries or requests for information.

Save as fairly disclosed in the Press Announcernent and, when published, in the
Circular, the Prospeclus, the Preference Prospectus, any Supplementary Prospectus or
any Supplementary Preference Prospectus, there are no rights and no agreement,
undertaking, instrument or arrangement (conditional or ctherwise} other than those
relating to the Group's employee incentive arrangements consistent with normal
practice and compliant with law and regulation (and, in any case, such as would not
(singly or in the aggregate) have or be reasonably likely to have, a Material Adverse
Effect) (i) to require the allotment, issue, redemption or repayment of any shares or
other securities (including without limitation, any loan capital) or securities convertible
into or exchangezble for, or warrants, rights or oplions to purchase, or obligations,
commitments or intentions to create the same or (i} except in each case as would not
(singly or in the aggregaie) (1) have or be reasonably likely {o have a Material Adverse
Effect and/or (2) be material or be reasonably likely to be material in the context of the
Placing and Open Offer, any acquisition of New Shares or the subscription of the
Preference Shares by HM Treasury, Admission, Preference Admission or
post-Admission dealings in the Ordinary Shares, to sell or otherwise dispose of any
shares or other securities of a Group Company (other than o another Group Company,
as the case may be) which are outstanding and in force.

Announcements

The Press Announcement does not contain any untrue statement of a material fact or
omit to state a material fact necessary in order fo make the statements therein, in light
of the circumstances under which they were made, not misleading, provided that this
warranty shall not cover the information contained in the Press Announcement relating
to the Joint Sponsors set out in Clause 17; and all expressions of opinion, intention,
belief or expectation of the Company or the Directors contained in the Press
Announcement are truly and honestly held and made on reasonable grounds after due
and careful enquiry.

With respect to all Previous Announcements, all statements of fact contained therein
were at the date of the relevant Previous Announcement and, save to the extent
corrected, amended or supplemented in any document or announcement issued or
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made by or on behalf of the Company or any member of the Group subsequent thereto,
remain true and accurate and not misleading and all estimates, expressions of opinion
or intention or expectation of the Directors contzined therein were made on reasonable
grounds and were honestly held by the Directors and were fairly based and there were
no facts known (or which could on reasonable enquiry have been known by the
Directors) the ornission of which would make any statement of fact or estimate or
statement or expression of opinion, intention or expectation in any of the Previous
Announcements misleading. The Press Announcement complies and all Previous
Announcements complied with the memorandum and articles of association of the
Company, the Listing Rules, the DTRs, the Prospectus Rules, the Companies Acts,
FSMA, all applicable rules and requirements of the London Stock Exchange, the FSA
and all applicable US laws and regulations and (in all material respects) all other
applicable requirements of statute, statutory regulation or any regulatory body. There is
nc existing profit forecast outstanding in respect of the Company, the Group taken as a
whole, or any member thereof.

All necessary enguiries have been made to ascertain and verify the accuracy of all
statements of fact and the reasonableness of all statements made in the Press
Anncuncemeni. The Company has supplied each of the Directors with a copy of the
Verification Materials in respect of the Press Announcement and is satisfied that the
replies to such Verification Materials have been prepared or approved by persons
having appropriate knowledge and responsibility to enable them properly {o provide or
approve those replies, that they have been provided in good faith with due care and
attention, are true and accurate in all material respects and not misleading, and that all
statements of opinion in such replies are honestly held and based on reasonable
grounds.

Accounts and working capital
The Accounts:

{A) have been prepared and audited in accordance and comply with IFRS, the
Companies Acts and all applicable laws and regulations,

(B) give a true and fair view of the financial condition and of the state of affairs of
the Company and the Group as at the end of each of the relevant financial
penods (including the Accounts Date) and of the profif, loss, cash flow and
changes in equity of the Company and the Group for such periods; and

(C) either made proper provision for, or, where appropriate, in accordance with
IFRS, include a note in respect of all liabilities or commitments, whether actual,
deferred, contingent or disputed, of the Group.

The Interim Accounts:

(A) have been prepared in accordance with, and comply with, IFRS, the Companies
Acts and all applicable laws and regulations;
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B) present fairly in all material respects the financial position of the Group as at 30
June 2008 and the resuits of operations and the cash flows of the Group for the
financial period ended on 30 June 2008 and

(C) either made proper provision for, or, where appropriate, in accordance with
IFRS, include a note in respect of all liabilities or commitments, whether aciual,
deferred, contingent or disputed, of the Group,

Save as fairly disclosed in the Accounts and the Interim Accounts and, when published
in the Prospectus and the Preference Share Prospectus, no Group Company has any
off-balance sheet financing, investment or liability maierial for disclosure in the
Prospectus or the Preference Share Prospectus.

The Directors have established procedures which provide a reasonable basis for them
tc make proper judgements on an ongoing basis as to the financial position and
prospects of the Company and each Group Company.

There are no, and during the past five years have been no: (i) material weaknesses in
the Company’s intemal controls over financial reporting (whether or not remediated) of
the Company or the Group; (ii) changes in the Company’s internal controls over
financial reporting of the Company or the Group that have materially adversely affected,
or would be reasonably likely to materially adversely affect, the Company's internal
controls over financial reporting of the Company or the Group; or {iii} fraud that involves
any current member of management of the Company or (so far as the Company is
aware)} of any member of the Group and no material fraud that involves any employee
of the Company or (so far as the Company is aware) of any member of the Group.

Each of the Company and its consolidated subsidiaries maintain a system of intermnal
accounting controls sufficient to provide reasonable assurance that:

(A) fransactions are executed in accordance with management's general or specific
authorisation;

(B) transactions are recorded as necessary to permit preparation of financial
statements by the Company on a consolidated basis in conformity with IFRS
and the Companies Acts and the rules and regulations thereunder and to
maintain accountability for their assets,

{C) access to assets is permitted only in accordance with management’s general or
specific authorisation; and

D) the recorded accountability for assets is compared with the existing assets at
reasonable intervals and appropriate aclion is taken with respect to any
differences.
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Guarantees, indemnlties, borrowings and defauit

Save for:

(A) guarantees or indemnities given by any Group Company in the ordinary course
of business; and

(B) any indemnities given by the Company to HM Treasury and/or the Joint
Sponsors,

no Group Company has given or has agreed to give any guarantee or indemnity or
similar obligation in favour of a third party and no Group Company has any curent or
prospective liability, howsoever arising which, in any of the foregoing cases, would, or
would be reasonably likely (singly or in the aggregate} to have a Material Adverse Effect
and/er to be otherwise material in the context of the Placing and Open Offer, the
Preference Share Subscription, any acquisition of New Shares or subscription for the
Preference Shares by HM Treasury, Ordinary Shareholders or Placees, Admission,
Preference Admission or post-Admission dealings in the Ordinary Shares.

No event has occurred nor have any circumstances arisen (and the making and
completion of the Placing and Open Offer and the allotment and issue of the New
Shares and the Preference Shares will not give rise to any such event or circumstance)
so that any persen is or would be entitled, or could, with the giving of notice or 1apse of
time or the fulfilment of any condition or the making of any determination, become
entitied, to require repayment before its stated maturity of, or to take any step to enforce
any security for, any indebtedness of any member of the Group which is material in the
context of the Group's borrowings and working capital projections and no person to
whom any indebtedness of any member of the Group which is material in the context of
the Group’s borrowings and is payable on demand is owed has demanded or
threatened to demand repayment of, or taken or threatened to take any step to enforce
any guarantee, indemnity or other security for, the same.

There are no companies, undertakings, partnerships or joint ventures in existence in
which any Group Company has an ownership interest buf whose resulis are not
consoclidated with the results of the Group, but whose default would affect the
indebtedness or increase the contingent liabilities of the Group to an extent which
would, or would be reasonably likely (singly or in the aggregate) to have a Material
Adverse Effect andfor to be otherwise material in the context of the Placing and Open
Offer, any acquisition of New Shares or subscription for the Preference Shares by HM
Treasury, Ordinary Shareholders or Placees, Admission, Preference Admission or post-
Admission dealings in the Ordinary Shares.

Nec event or circumstance exists, has occurred or arisen or, so far as the Company is
aware, is about to oceur which constitutes or results in, or would with the giving of notice
and/or lapse of time and/or the making of a relevant determination, constitute, or result
in, termination of or a default or the acceleration or breach of any obligation under any
agreement, instrument or arrangement to which any Group Company is a party or by
which any such Greup Company or any of its properties, revenues or assets are bound,
in any of the foregoing cases to an extent which would, or would be reasonably likely
{singly or in the aggregate) to have a Material Adverse Effect and/or to be otherwise
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material in the context of the Placing and Open Offer, any acquisition of New Shares or
subscription for the Preference Shares by HM Treasury, Ordinary Shareholders or
Placees, Admission, Preference Admission or post-Admission dealings in the Ordinary
Shares.

Taxation

No stamp duty, SDRT or other issuance or transfer taxes or similar duties are payable in
connection with the allotment, issue and delivery of the New Shares, or the Preference
Shares, by the Company in accordance with the terms of this Agreement or, as the case
may be, the Preference Share Subscription Agreement or otherwise in connection with
the making or implementation of the Placing and Open Offer or any subscription for the
Preference Shares, save for any stamp duty or SORT payable under sections 67, 70, 93
or 96 of the Finance Act 1986 in relation fo the issue of the New Shares or the
Preference Shares.

Intellectual property

Except to an extent that would not {(singly or in the aggregate} have a Material Adverse
Effect and/or be otherwise material in the context of the Placing and Open Offer, any
acquisition of New Shares or subscription for the Preference Shares by HM Treasury,
Ordinary Shareholders or Placees, Admission, Preference Admission or post-Admission
dealings in the Ordinary Shares, the Group does not infringe the Intellectual Property
Rights of any third party nor so far as the Company is aware does any third party
infringe the Intellectual Property Rights owned or used by the Group.

All material Intellectual Property Rights used by the Group are either legally or
beneficially owned by the Group in all material respects or are used under a licence and
are not subject to any Adverse Interests {0 an extent that would or might (singly or in the
aggregate)} have a Material Adverse Effect and/or be otherwise material in the context of
the Placing and Open Offer, any acquisition of New Shares or subscription for the
Preference Shares by HM Treasury, Admission, Preference Admission or posi-
Admission dealings in the Ordinary Shares.

Save as would not (singly or in the aggregate) have a Material Adverse Effect or
otherwise be material in the context of the Placing and Open Offer, any acquisition of
New Shares or subscripiion for the Preference Shares by HM Treasury, Admission,
Preference Admission or post-Admission dealings in the Ordinary Shares, (i) all
Intellectual Property Rights registered in the name of a Group Company (if any) are
beneficially owned by it and subsisting and if granted not subject to revocation and (i)
all requisite registraiion and renewal fees in respect thereof have been duly and
timeously paid.

Save as would not (singly or in the aggregate) have a Material Adverse Effect or
otherwise be material in the context of the Placing and Open Offer, any acquisition of
New Shares or subscription for the Preference Shares by HM Treasury, Ordinary
Shareholders or Placees, Admission, Preference Admission or post-Admission dealings
in the Ordinary Shares, (i) all Intellectual Property Rights owned and used or reasonably
likely to be used by the Group and capable of legal protection are subject to appropriate
and enforceable protection (including, where reasonably appropriate, by registration),
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and (ii) so far as the Company is aware there is no restriction of the Group's rights to
use any Intellectual Property Rights owned by or licensed fo the Company to engage in
any of the activilies presently or proposed fo be undertaken by it.

Insurance

The Group is insured to adeguate levels against all risks which the Company
reasonably believes to be commoenly insured against by persons carrying on the same
or similar businesses as those carried on by the Group and against all risks against
which the Group might reasonably be expected to insure in the particular circumstances
of the businesses carried on by each Group Company, all such insurances are in full
force and effect and to the best knowledge, information and belief of the Company,
there are no circumstances which could render any such insurances void or voidable
ang there is no material insurance claim, pending, threatened or outstanding against
any Group Company and all premiums due in respect of all insurances have been duly
paid,

Rating

The Company has not received notice of any intended or potential downgrading of the
rating assigned to any of the Company's (or any other member of its Group’s) credit or
debt by a ratings agency and (other than awareness of publicly known general market
conditions and speculation) is not aware of a specific fact, circumstance or condition in
respect of itself or any Group Company from which or a combination of any of which,
when considered in the context of current market conditions and speculaticn in the
financial services sector, it could reasonably expect such a downgrade to be threatened
or to occur. No ratings agency has placed the Company or any Group Company or any
of the Company’s or any Group Company's debt on credit watch,

Insolvency

No Group Company is unable to pay its debts within the meaning of section 123 of the
Insolvency Act 1986 or is otherwise insolvent,

Save in the context of a solvent voluntary winding up or otherwise as would not (singly
or in the aggregate) be material in the content of the Placing and Open Offer, any
acquisition of New Shares or subscription for the Preference Shares by HM Treasury,
Admission, Preference Admissicon or post-Admission dealings in the Ordinary Shares,
no order has been made, petition presented or resclutions passed for the winding up of
any Group Company and no meeting has been convened for the purpose of winding up
any Group Company. No Group Company has been a party to any transaction which
could be avoided in a winding up.

No steps have been taken for the appointment of an administrator or receiver {including
an administrative receiver) of all or any part of the assets of any Group Company.

By reason of actual or anticipated financial difficulties, no Group Company has
commenced negotiations with its creditors or any class of its ¢reditors with a view o
rescheduling any of its indebledness or has made or proposed any arrangement or
composition with its creditors or any class of its creditors.
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Regulatory

Each Group Company required to be licensed (as a bank or otherwise) is duly licensed
in its jurisdiction of incorporation and domicile and, except as would not reasonably be
expected o be material, is duly licensed or authorised in each other jurisdiction where i
is required to be licensed or authorised to conduct its business as described in the
Previous Announcements or, when published, the Prospectus, the Preference
Prospectus, any Supplementary Prospectus or any Supplementary Preference
Prospecius.

No Group Company nor any of its officers has failed to comply with any statutory
provision or any rules, regulations, directions, requirements, notices and provisions of
the FSA or any other regulatory body applying to such Group Company in refation to its
business including {without limitation) in respect of the maintenance of its Capital
Resources Requirements and satisfaction of the Qverall Financial Resources Rule and
any equivalent capital requirements in any other jurisdiction that are applicable to any
Group Company; no obligation has arisen in respect of the general notification
requirements under Chapter 15.3 of SUP, save in any of the foregoing cases to an
extent which would not {singly or in the aggregate} have a Material Adverse Effect
and/or otherwise be material in the context of the Placing and Open Offer, any
acquisition of New Shares or subscription for the Preference Shares by HM Treasury,
Admission or post-Admission dealings in the Ordinary Shares.

Save as fairly disclosed in the Press Announcement and, when published, the Circular,
the Prospectus or any Supplementary Prospectus, no Group Company is the subject of
any investigation, enforcement action (including, without limitation to vary the terms of
any permission of licence) or disciplinary proceeding by the FSA or any other regulatory
body having jurisdiction over such Group Company, and no such investigation,
enforcement action or disciplinary proceeding is threatened or pending.

Save as fairly disciosed on the Press Announcement and, when published, the Circular,
the Prospectus, the Preference Prospectus and any Supplementary Prospectus and
any Supplementary Preference Prospectus, the Company is not subject to any special
or additional surveillance or supervision by the FSA or to any special or additional
reporting requirements in relation to its assets, liquidity position, funding position or
otherwise and the Company has not been subject to any visits, beyond customary visits,
by the FSA,

The operations of each Group Company are and have been conducted at all times in
maternial compliance with the money laundering statutes of all jurisdictions, the rules and
regulations thereunder and any related or similar rules, requlations or guidelines,
issued, administered or enforced by any governmental agency (collectively, the “Money
Laundering Laws") and no action, suit or proceeding by or before any court or
governmental agency, authority or body or any arbitrator involving any Group Company
with respect fo the Money Laundering Laws is pending or, fo the best knowledge of the
Company, threatened.

None of the Company, any other member of the Group or, to the knowledge of the
Company, any director, officer, agent, employee or Affiliate of the Company is currently
subject to any sanctions administered by the U.S. Department of the Treasury (“OFAC™)
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or any similar sanctions imposed by the European Union, the United Nations or any
other body, governmmental or other, to which the Company or ay of its Affiliates is subject
(collectively, “other economic sanctions"); and the Company will not directly or
indirectly use the proceeds of the Placing and Open Offer, or lend, contribute or
otherwise make available such proceeds fo any other member of the Group, joint
venture partner or other person or entity, for the purpose of financing the activities of
any person currently subject to any sanctions administered by OFAC or any other
economic sanctions,

None of the Company, any other member of the Group or, to the knowledge of the
Company, any director, officer, agent, employee or Affiliate of the Company, is aware of
or has taken any action, directly or indirectly, that could resuli in a violation by such
persons of the U.S. Foreign Corrupt Practices Act of 1977, as amended, or the rules
and regulations thereunder (the FCPA) (including, without limitation, making use of the
mail or any means or instrument of interstate commerce corruptly in furtherance of an
offer, payment, promise to pay or authorisation of the payment of any money, or other
property, gift, promise to give, or authorisation of the giving of anything of value to any
“foreign official” (as such term is defined in the FCPA) or any foreign political office, in
confravention of the FCPA)}, the OECD Convention on Bribery of Foreign Public Officials
in International Business Transactions (the OQECD Convention) or any similar law or
regulaticn, to which the Company, any other member of the Group, any director, officer,
agent, employee of any member of the Group or, to the knowledge of the Company, any
Affiliate is subject; and the Company, each member of the Group and, to the knowledge
of the Company, its Affiliates have conducted their businesses in compliance with the
FCPA, the OECD Convention and any applicable similar law or regulation and have
instituted and maintain policies and procedures designed to ensure, and which are
reasonably expected to continue o ensure, continued compliance therewith.

There are no facts or circumstances which have not been included in the Press
Announcement and, when published, the Prospectus, the Preference Prospectus, any
Supplementary Prospectus or Supplementary Preference Prospectus or any other
information provided to the UK Listing Authority, which would cause the UK Listing
Authority not to be satisfied that the Company's capital adequacy is regulated by the

F SA or suitably regulated by another regulatory body.

United States Securities Regulations
The Company is a "foreign issuer” (as defined in Regulation S under the Securities Act).

The Company reasonably believes that there is no “substantial US market interest” (as
defined in Rule 802(j) of Regulation 5 under the Securifies Act) in any of the New
Shares,

The Company does not believe that it is and does not expect to become (whether as a
result of the receipt and application of the proceeds of the sale of the New Shares or
otherwise) a "passive foreign investment company” within the meaning of section 1287
of the US Internal Revenue Code of 1986.

The Company is not, and, immediately after giving effect to the offering and sale of the
New Shares and the application of the proceeds thereof as set forth in the Draft
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Prospectus and, when published, the Prospectus, will not be, an "investment company”
as such term is defined in the US Investment Company Act of 1840,

For so long as any New Shares are “resfricted securifies” within fhe meaning of Rule
144(a)(3} under the Securities Act, the Company will not become an “open ended
company”, “unit investment trust” or “face amount certificate company”, as such terms
are defined in, and that is or is required to be registered under Section 8 of the

Investment Company Act.

There are ne persons with registration rights or other similar rights to have any shares
registered by the Company under the Securities Act.

During the period of one year after Admission, the Company will not, and will not permit
any of its Affiliates to, resell any New Shares which constitute "restricted securities”
under Rule 144 that have been reacquired by any of them other than in transactions
that meet the applicable requirements of Regulation S.

None of the Company, its affiliates (as defined in Rule 405 under the Securities Act
(Affiliates)), or any person acting on its or their behalf (other than HM Treasury and the
Joint Sponsors, their affiliates or persons acting on their behalf, as to whom no
representation is made) has engaged or will engage in any “directed selling efforts”
(within the meaning of Rule 902(c) of Regulation S under the Securities Act) with
respect to the New Shares.

Panel Confirmation
The Panel has confirmed that:

(A) subject to the independent shareholders of the Company voting in favour of the
Whitewash Resolution, the Panel will disapply the reguirement to make a
general offer under the terms of Rule ¢ of the City Code on Takeovers and
Mergers which would otherwise be required by the acquisition by HM Treasury
{or its nominee) of the New Shares; and

(B) it has consented to the amendment te the terms of the Acquisition as
announced in the Press Announcement.

The Premises

The Company has not, and, so far as the Company is aware, no Group Company has,
received nor is aware of any ¢laim, demand or other notice, or of any circumstances
which might give rise to the same, in relafion to any material actual or contingent liability
as an original contracting party, or as guarantor of any party or as covenantor (express
or implied), or is contractually liable in respect of any estate, interest, contractual right or
obligation, in relation to any land, building or other real property to an extent that could
individually or in aggregate have a Material Adverse Effect.
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Environmental

Each Group Company is in compliance with Environmental Laws in all material respects
and, so far as the Company is aware, there are no circumstances which may give rise
to any material liability, obligation or duty {whether actual or contingent) under
Environmental Laws.

There are no material claims, proceedings actions or investigations pending against the
Group with respect to non-compliance with or liability {(whether actual or prospective),
obligation or duty under Environmental Laws nor, so far as the Company is aware, have
any such claims, proceedings, actions of investigations been threatened that, in each
case, would or would be reasonably likely to have (singly or in aggregate) a Material
Adverse Effect.

All Environmental Consents required for the Group's business have been obtained and
complied with in all material respects and are in full force and effect and there are no
facts or circumstances which will or are likely to result in any Environmental Consents
being terminated, revoked, suspended, materially vaned or modified or which may
prejudice its renewal, to an extent which, in each case, would or would be reasonably
likely to have (singly or in aggregate) a Maierial Adverse Effect.
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PART I

Representations, warranties and undertakings given on the
Circular Posting Date (subject to certain exceptions),
the Prospectus Posting Date, on the date of publication of each Supplementary
Prospectus, at each Time of Sale, if any, and immediately prior to Admission

All Warranties in paragraphs 5 to 13 and in paragraph 15 of this Part Il of Schedule 3 are
gualified by reference to matters which are fairly disclosed in the Prospectus or the Circular as
the case may be or if, such Warranties are given on or after the publication of any
Supplementary Prospectus, as fairly disclosed in the Prospectus as supplemented by such
Supplementary Prospectus.

1. The Issue Documents

1.1 The Issue Documents contain all particulars and information required by, and comply in
all respects with the memorandum and articles of association of the Company, the
Companies Acts, FSMA, the Listing Rules, the DTRs, the Prospectus Rules, the City
Code on Takeovers and Mergers, all applicable rules and requirements of the London
Stock Exchange, the FSA and all applicable US laws and reguiations and all other
applicable requirements of statute, statutory regulation or any regulatory body.

1.2 The Issue Documents {and any amendments or supplements thereto) do not and will
not contain any untrue statement of a material fact or omit fo state any material fact
necessary to make the statements therein, in the light of the circumstances under which
they were made, not misleading.

1.3 All expressions of opinion, intention or expectation contained in any Issue Document
are, and were on the respective daies of such Issue Document, honestly held by the
Directors and are fairly based and have been made on reasonable grounds after due
and careful consideration and enquiry.

1.4 There are no facts or matters known, or which could on reasonable enquiry have been
known, to the Company or any of the Direclors omitted from any Issue Document, the
omission of which would make any statement of fact or expression of opinion, intention
or expectation contained in a Issue Document misleading.

1.5 Having regard to the particular nature of the Company and the Group and the
Company's share capital and the other maiters referred fo in section 87A of the FSMA,
the Issue Documents contain all information about the Group which is or rnight be
material for disclosure to potential investors and their professional advisers and which
they would reasonably require and reasonably expect to find there for the purpose of
making an informed assessment of the matters specified in section 87A(2) of the FSMA,

1.6 There is no fact or circumstance which is not disclosed with sufficient prominence in the
Issue Documents which ought to be taken into account by the UK Listing Authority in
considering the application for listing of the New Shares or Preference Shares,

1.7 The Placing and Open Offer {including without limitation, the creation, allotment and
issue of the New Shares and the publicaticn and distribution of the Issue Documents)
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has been and will be conducted in all material respects in accordance with the terms
and conditions of the Issue Documents and the Company has complied and will comply
with all 1aws, rules and regulations applicable to the Placing and Open Offer in each
jurisdiction in which the New Shares are offered.

All necessary enquiries have been made {o ascertain and verify the accuracy of all
statements of fact and the reasonableness of all other statements contained in the Issue
Documents. The Company has supplied each of the Directors with a copy of the
Verification Materials relating to the Issue Documents and is satisfied that the replies to
the Verification Materials relating to the Issue Bocuments have been prepared or
approved by persons having appropriate knowledge and responsibility to enable them
properly (0 provide or approve those replies and they have been provided in good faith
with due care and attention, are true, complete and accurate in all material respects and
not misleading and all statements of opinicn in such replies are honestly held and hased
on reasonable grounds.

Provision of information

The pro forma financial information on the Greup set out in the Prospectus has been
duly and carefully prepared on the bases set out in the Prospectus, in accordance with
the Prospectus Rules and is presented on a basis consistent with the accounting
principles, standards and practices normally applied by the Company.

The summary and selected financial information on the Group set out in the Prospectus
has been duly and carefully extracted from the Accounts and has been properly
compiled on a basis consistent with the accounting policies applied in the Accounts.

The capitalisation and indebiedness table set out in the Prospectus has been properly
compiled on a basis that is consistent with the accounting policies applied in the
Accounts.

No Group Company has any off balance sheet financing, investment or liability material
for disclosure in the Prospectus that is not so fairly disclosed.

There are no facts or circumstances, which have not been included the Prospectus or
any other information provided fo the UK Listing Authority, which would cause the UK
Listing Authority not to be satisfied that the Company’s capital adeguacy is regulated by
the FSA or suitably regulated by another regulatory body.

The particulars of the employees schemes contained in the Prospectus or, when
published, any Supplementary Prospectus and, in particular, the information as to the
dates on which options or other rights may be exercised and the number of options or
other rights granted (conditionally or otherwise) on or before the date of this Agreement
are accurate in all material respects and not misleading.

Working capital report
All information supplied by the Company to the Joint Sponsors and/or the Auditors for

the purposes of the Working Capital Report and/or any other report prepared by the
Auditors in connection with the Placing and Open Offer and in respect of any updates
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thereto, has been supplied to them in good faith; and such information was when
supplied and remains true and accurate in all material respects and not misleading, and
no information has been withheld the absence of which might reasonably have affected
the contents of the Working Capital Report and/or any other such report.

The Working Capital Report has been approved by the Directors or a duly authorised
commifttee thereof and has been made after due and careful enquiry and consideration,
all statements of fact therein are true and accurate in ali material respects and not
misleading, all expressions of opinion, intenfion or expectation contained therein will be
made on reasonable grounds after due and careful enguiry and consideration and
honestly held by the Directors and fairly based, there are no other facts known or which
could on reasonable enguiry have been known to the Company on the date of the
Working Capital Report or the date of the Prospecius or at Admission, the omission of
which would make any such statement or expression in the Working Capital Repoit
misleading, all the bases and assumptions on which the Working Capital Report will be
based are and will be reascnable and, so far as the Company is aware, there are no
other assumptions on which the Working Capital Report ought to have been based
which will not have been made.

The Group has sufficient working capital for its present requirements, that is for at least
18 months following the date of the Prospectus.

Derogation

Each statement made by or on behalf of the Company (and of which the Company is
aware) in connection with any application to the London Stock Exchange or the UK
Listing Authority for information to be omitted from the Prospectus is true, complete and
accurate and not misleading. There is no information which has not been disclosed in
writing to the London Stock Exchange or the UK Listing Authority in connection with
such an application which by its omission makes such a statement untrue, inaccurate or
misleading.

Compliance

£ach Group Company has conducted its business in all material respects in accordance
with all applicable laws and regulations of the United Kingdom and all relevant foreign
countries or authorities, and there is no order, decree or judgment of any court or any
governmental or other competent authority or agency of the United Kingdom or any
foreign country outstanding against any Group Company or any person for whose acts
any Group Company is vicariously liable which in any of the foregoing cases would, or
would be reasonably likely to, be (singly or in the aggregate) material in the context of
the Placing and Open Offer, any acquisition of New Shares or subscription for the
Preference Shares by HM Treasury, Ordinary Shareholders or Placees, Admission,
Preference Admission or post-Admission dealings in the Ordinary Shares.

This Agreement, the Preference Share Subscription Agreement and the other
agreements fo be entered into by the Company in connection with Admission,
Preference Admission and the Placing and Open Offer and the allotment and issue of
the Preference Shares have been or will be duly autherised, executed and delivered on
behalf of the Company and assuming due authorisation, execution and delivery by the
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other parties thereto, do or will constifuie valid and binding obligations of the Company
enforceable against it in accordance with their terms (subject to mandatory rules of law
relating to insclvency).

Other than pursuant to (i} the Preference Share Subscription Agreement and (i) options
or other rights granted under the Group's share option schemes and save as otherwise
would not (singly or in the aggregate) be material or reasonably likely to be material in
the context of the Placing and Open Offer, any acquisition of New Shares or
subscription for the Preference Shares by HM Treasury, Ordinary Shareholders or
Placees, Admission, Preference Admission or post-Adrnission dealings in the Ordinary
Shares, there are no rights (conditional or otherwise) (i) to require the issue, allotment,
redemption or repayment of any shares or other securities (including without limitation,
any loan capital) or securities convertible into or exchangeable for, or warrants, rights or
options to purchase, or obligations, commitments or intentions to create the same or {ii)
to sell or ctherwise dispose of any shares or other securities of a Group Company
(other than to another Group Company, as the case may be) which are outstanding and
in force.

Positlon since Accounts Date

Since the Accounts Date and save as disclosed in the Interim Accounts, the Press
Announcement or via a Regulatory Information Service:

{(A) each Group Company has carried on its respective business in the ordinary
course in all material respects, and there has been no Material Adverse Effect,

(8) there has been no material impairment to charges in respect of any assets of
the Company or of any Group Company, and there has been no increase in the
provisions in respect of losses in relation to any mortgage, loans or other assets
of the Company or of any Group Company that, in any of the foregoing cases,
would, or would be reasonably likely (singly of in the aggregaie) to, have
Material Adverse Effect or otherwise be material in the context of the Placing
and Open Offer, any acquisition of New Shares or subscription for the
Preference Shares by HM Treasury, Ordinary Shareholders or Placees,
Admission, Preference Admission or post-Admission dealings in the Ordinary
Shares;

(C) save for the Preference Share Subscription Agreement and any utilisation by
the Company of the short-term liquidity measures being made available by the
Bank of England (in the form notified by HM Government to the European
Commission on 12 October 2008), no Group Company has, otherwise than in
the ordinary course of business, entered into or assumed or incurred any
contract, commitmeni (whether in respect of capital expenditure or otherwise),
borrowing, indebtedness in the nature of borrowing, guarantee, liability
(including contingent liability) or any other agreement or obligation that, in any
of the foregoing cases, would, or would be reasonably likely (singly or in the
aggregate) to, have a Material Adverse Effect or otherwise be material in the
context of the Placing and Open Offer, any acquisition of New Shares or
subscription for the Preference Shares by HM Treasury, Ordinary Shareholders
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or Placees, Admission, Preference Admission or post-Admission dealings in the
Ordinary Shares;

D) no deblor has been released by the Company to an extent which (singly or in
the aggregate) is material to the Company or any Group Company on terms that
he pays fess than the book value of his debt and no debt of such material
amount owing to the Company or any Group Company has been deferred,
subordinated or written off or has proven irrecoverable to any extent that would,
or would be likely (singly or in the aggregate) to, have Material Adverse Effect;

(E) no Group Company has been involved in any transaction (other than any
transaction provided for in this Agreement or in the Preference Share
Subscription Agreement) which has resulted or would be reasonably likely to
result (singly or in the aggregate) in any material liability for Tax on the
Company or any Group Company, other than a transaction in the ordinary
course of business or which is provided for in the Accounts or Interim Accounts;

(F) no Group Company has been in default in any material respect under any
agreement or arrangement to which any Group Company is a party and which is
of is reasonably likely to be maternial and there are no circumstances likely to
give rise to such default; and

(G) the Company has complied with all its continuing obligations under the Listing
Rules and the DTRs.

Litigation

No Group Company nor any of its officers or agenis or employees is involved, or has
during the recent past (being not less than 18 months ending on the date of this
Agreement) been involved in any civil, criminal, arbitration, administrative, governmenial
or other proceedings or governmental regulatory or similar investigation or enquiry,
whether as plaintiff, defendant or otherwise which, by itself or with other proceedings,
which would have, or is reasonably likely o have a Material Adverse Effect.

No litigation or arbitration, administrative, governmental, civil, criminal or other
proceedings nor governmental, regulatory or similar investigation or enqguiry are pending
or have been threatened by or against any Group Company or any of their respective
officers, agents or employees in relation to the affairs of any Group Company and, o
the best of the knowledge, information and belief of the Company and the Direcicrs,
there are no facts or circumstances likely to give rise to any such lifigation or arbitration,
administrative, criminal, governmental, civil, or other proceedings or governmental,
regulatory or similar investigation or enquiry, in each case, to an extent which, by itself
or with other proceedings, would have, or is reasonably likely to have a Material
Adverse Effect.

No Group Company nar any of its officers or agents or employees in relation to the
affairs of any Group Company has been a party to any undertaking or assurance given
to any court or governmental agency or the subject of any injunction which in any of the
foregoing cases is still in force and which, by itself or with other proceedings, which
would be, or is reasonably likely to have a Material Adverse Effect.
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For the purpose of this paragraph 7, proceedings includes any action by any
governmental, public or regulatory authority (including any investment exchange or any
authority or body which regulates investment business or takeovers or which is
concermed with regulatory, licensing, competition, taxation matters or matters
concerning Intellectual Property Rights).

Arrangements with directors and shareholders

Save as fairly disclosed in the Accounts and the Interim Accounts and save for the
articles of association of the Company and any service agreement with a Director, there
are no existing contracts or engagements or other arrangements to which any Group
Company is a party and in which any of the directors of any Group Company and/or any
assaciate of any of them is interested; and to the extent that any such contracts,
engagemenis or other arrangements exist they comply with the related party
requirements of the Listing Rules of the UK Listing Authority {or other relevant
regulator).

No Shareholder has any rights, in his capacity as such, in relation to any Group
Company other than as seti out in the articles of association of the Company or the
Preference Share Subscription Agreement.

The Company is not aware of any claim, demand or right of action against any Group
Company otherwise than for accrued remuneration in accordance with their contracts of
employment by any officer or employee {(or former officer or employee) of the Group
and/or any associate of them in any of the foregoing cases, fo an extent that (singly or
in the aggregate} would, or would be reasonably likely to, have a Material Adverse
Effect and/or otherwise be material in the context of the Placing and Open Offer, any
acquisition of New Shares or subscription for the Preference Shares by HM Treasury,
Ordinary Shareholders or Placees, Admission, Preference Admission or post-Admission
dealings in the Ordinary Shares,

So far as the Company is aware, no Director nor any person connecied with such
Director nor any of the employees of the Group nor any person connected with any
such employee is in breach of any restrictive covenant, employment agreement or
coniract for services which would, or would be reasonably likely to, affect the Company
or any other Group Company and so far as the Company is aware, there are no
circumstances which might give rise tc any claim of such a breach or any other dispute
with any employer, former employer or other person for whom any Director or employee
of the Group provides or has provided services, in any of the foregoing cases to an
extent that (singly or in the aggregate} would, or would be reasonably likely to, have a
Material Adverse Effect and/or otherwise be material in the context of the Placing and
Open Offer, any acquisition of New Shares or subscription for the Preference Shares by
HM Treasury, Ordinary Shareholders or Placees, Admission, Preference Admission or
post-Admission dealings in the Ordinary Shares.

No Direcfor nor any director of any Group Company has given notice of termination of
his contract of employment. Se far as the Company is aware, ne Director nor any
director of any Group Company has indicated an intention to resign.
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Save as fairly disclosed in the Accounts or the Intarim Accounts and, when published, in
the Prospectus, the Preference Prospectus, any Supplementary Prospectus or any
Supplementary Preference Prospectus:

(A) none of the Directors and their respective associates either individually,
collectively or with any other persons are directly or indirectly interested in (in
any way whatsoever) any Intellectual Propesty Rights not owned by the Group
which would be of material beneft to its present or proposed activities or in any
business which is competitive with any business carried on by the Group (save
as the holder of shares or debentures in a company which confer not more than
three (3) per cent. of the votes which could be cast at a general meeting of that
company),

(B) there are no debis owing to any Group Company by any of the sharehoiders of
the Company and/or any of the directors of any Group Company and/or any
associate of any of them save, in each case, to the extent (singly or in the
aggregate) that would not he material in the ¢ontext of the Placing and Open
Offer, any acquisition of New Shares or subscription for the Preference Shares
by HM Treasury, Admission, Preference Admission or post-Admission dealings
in the Ordinary Shares,

{C) there are no loans made by any Group Company to any of the sharehclders of
the Company and/or any of the directors of any Group Company and/or any
associate of any of them save, in each case, to the extent (singly or in
aggregate) that would not be and would not be reasonably likely to be, material
in the context of the Flacing and Open Offer, any acquisition of New Shares or
subscription for the Preference Shares by HM Treasury, Admission, Preference
Admission or post-Admission dealings in the Ordinary Shares.

For the purpese of this paragraph 8, associate has the meaning:

(A) in the case of an individual, given to “connected person” under section 98B(2)of
FSMA; and
(B) in the case of a body corporate, given to “associated company” in sections 416

et seq. of the Income and Corporation Taxes Act 1988.
Information Technology

Save as otherwise would not (singly or in the aggregate) have a Material Adverse Effect
and/or otherwise be material in the context of the Placing and Open Offer, any
acquisition of New Shares or subscription for the Preference Shares by HM Treasury,
Admission, Preference Admission or post-Admission dealings in the Ordinary Shares:

{A) systems used or planned to be used in connection with the businesses of the
Group are all the systems required for the present needs of the business of the
Group, including, without limitation, as to system capacity and ability to process
current peak volumes and anticipated volumes in a timely manner;
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(B} in the 12 moaths prior to the date of this Agreement, the Group not suffered
and, so far as the Company is aware, no other person has suffered any failures
or bugs in or breakdowns of any systems used in connection with the
businesses of the Group which have caused any substantial disruption or
interruption in or to its use and the Company is not aware of any fact or matter
which may so disrupt or interrupt or affect the use of such equipment following
the date of this Agreement on the same basis as it is presently used;

(C) all hardware comprised in any systems, excluding any software and any
external communications lines, used in the businesses of the Group are owned
{except those items which are subject fo finance leases) and operated by and
are under the control of a Group Company and are not wholly or partly
dependent on any facilities which are not under the ownership, operation or
control of the Group or {(where governed by outsourcing or other simiiar
arrangements) are otherwise openly accessible to the Group; and

(D) each Group Company is validly licensed to use the software used in its
business.

Share Schemes and Share Qptions

Save as required by the Preference Share Subscription Agreement and save as
disclosed in the Previous Annocuncements or, when published, the Prospectus, the
Preference Prospectus, any Supplementary Prospectus or any Supplementary
Preference Prospectus, and except for oplions or other rights granted under the
Company's approved share option schemes or other employee incentive arrangements
in accordance with normal practice, there are no arrangaments which (contingently or
otherwise) may give rise to an obligation on the Company or any Group Company fo
allot, issue or grant any relevant securities as defined in section 80 of the CA 1885.

The particulars of the share options schemes contained in the Previous Announcements
and, when published, the Prospectus, the Preference Prospectus, any Supplementary
Prospectus or any Supplementary Preference Prospectus, and, in particular, the
information as to the dates on which options may be exarcised and the number of
options granted (conditionally or otherwise) on or before the date of this Agreement are
frue and accurate in all material respects and not misleading.

Pension Schemes

Save as would otherwise not (singly or in the aggregate) be material in the context of
the Placing and Open Offer, any acquisition of New Shares or subscription for the
Preference Shares by HM Treasury, Admission, Preference Admission or post-
Admission dealings in the Ordinary Shares, the Group is not paying, and is not under
any liability (actual or contingent) fo pay or secure {other than by payment of employers’
contributions under national insurance or social security legislation), any pension or
other benefit on retiremeni, death or disability or on the attainment of a specified age or
on the comnpletion of a specified number of years of service,
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Agreements

Save for the Preference Share Subscription Agreement there is no agreement,
undertaking, instrument or arrangement requiring the creation, allotment, issue,
redemption or repayment, or the grant to any person of the right (whether conditional or
not) to require the allotment, issue, redemption or repayment, of any shares in the
capital of the Company or a subsidiary of the Company (including, withoui limitation, an
option or right of pre-emption or conversion).

Regulatory

No Group Company not any of its officers has failed to comply with any statutory
provision or any rules, regulations, directions, requirements, notices and provisions of
the FSA or any other regulatory body applying to such Group Company in relation to its
business including (without limitation) in respect of the maintenance of its Capital
Resources Requirement and salisfaction of the Overall Financial Resources Rule and
any equivalent capital requirements in any other jurisdiction that are applicable to any
Group Company; no obligation has arisen in respect of the general notification
requirements under Chapter 15.3 of SUP, save in any of the foregoing cases to an
extent which would not {singly or in the aggregate) have a Material Adverse Effect
and/or otherwise be material in the context of the Placing and Open Offer, any
acquisition of New Shares or subscription for the Preference Sharas by HM Treasury,
Ordinary Shareholders or Placees, Ordinary Sharenolders or Placees, Admission,
Preference Admission or post-Admission dealings in the Ordinary Shares.

Save as fairly disclosed in the Press Announcement, and when published, the
Prospectus, the Preference Prospectus, any Supplementary Prospectus or any
Supplementary Preference Prospectus, no Group Company is the subject of any
investigation, enforcement action {including, without limitation to vary the terms of any
permission of licence) or disciplinary proceading by the FSA or any other regulatory
body having jurisdiction over such Group Company, angd no such investigation,
enforcement action or disciplinary proceeding is threatened or pending.

Cash Box

JerseyCo has not undertaken any obligations or liabilities except pursuant to or as
comntemplated by the Subscription and Transfer Agreement and the Option Agreement.

JerseyCo is and will remain resident in the United Kingdom and nowhere else for United
Kingdom tax purposes.

No share register of JerseyCo is located or kept in the United Kingdom.
Neither the Company nor JerseyCo has caused or permitted any issue or transfer of

shares or debentures in JerseyCo which is unlawful for the purposes of Section 765 of
the Income and Corporation Taxes Act 1988,
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Competition

Save as disclosed in the Accounts or the Interim Accounts or, when published, the
Prospectus, the Preference Prospectus, or any Supplementary Prospectus or any
Supplementary Preference Prospectus, no Group Company is a party to (or is
concerned in) any agreement, arrangement, concerted practice or course of conduct
which infringes, or of which particulars have or should have been gelivered to any
relevant governmental or other authority in any jurisdiction under any relevant legislation
in any territory regarding anti-competitive or restrictive trade or business practices or
which falls within Arficles 81 and/or 82 of the EC Treaty, or otherwise.

No Group Company is, or has been, in connection with its business or that of any other
Group Company, engaged in any practice which contravenes any such legislation as is
referred to in the preceding paragraph or which is under investigation by any authority
referred to in the preceding paragraph or which is the subject of undertakings to any
such authority and, so far as the Company is aware, none of the practices carried on by
any Group Company contravenes or may confravene any such legislation or is
reascnably likely to be subject to such investigation, in any of the foregoing cases to an
extent that would, or would be reasonably likely to have (singly or in the aggregate) a
Material Adverse Effect and/or otherwise be material in the context of the Placing and
Open Offer, any acguisition of New Shares or subscripfion for the Preference Shares by
HM Treasury, Admission, Preference Admission or post-Admission dealings in the
Ordinary Shares.
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SCHEDULE 4
PRO FORMA NOVATION AGREEMENT

THIS NOVATION AGREEMENT is made the [e] day of [#], 20[s]
BETWEEN:

1. THE COMMISSIONERS OF HER MAJESTY’S TREASURY, of 1 Horse Guards Road,
London SW1A 2HQ ("HMT™)

2. HBOS PLC, a company incorporated in Scolland with registered number 218813 whose
registered office is at 36 St Andrew Square, Edinburgh EH2 2YB ("HBOS")

3. MORGAN STANLEY & CO. INTERNATIONAL PLC, a company incorporated in
England and Wales with registered number 02068222 whose registered office is at 25
Cabot Square, Canary Wharf, London E14 4QA ("Morgan Stanley™);

(3) DRESDNER KLEINWORT LIMITED, a company incorporated in England and Wales
with registered number 00551334 and whose registered office is at 30 Gresham Street,
London EC2V 7PG (“Dresdner”),

AND

5. | ] of ] {registered in
England No. [ 1) (the “Company”)

WHEREAS:

(A) HMT, HBOS, Morgan Stanley and Dresdner have entered into the Placing Agreement
{as defined in this agreement).

(B) HMT wishes to be released and discharged from the Placing Agreement and HBOS,
Morgan Stanley and Dresdner have agreed to release and discharge HMT from the
Placing Agreement upon the terms of the Company’s undertaking to perform the Placing
Agreement and be bound by its terms in the place of HMT and HMT agreeing to
guarantee the Company’s obligations in respect of the Placing Agreement.

NOW IT IS AGREED as follows:-

1. INTERPRETATION
1.1 In this agreement:
“Placing Agreement” means the agreement effective as of 13 October 2008 between

HMT, HBOS, Morgan Stanley and Dresdner relating to the
placing and open offer of a number of HBOS' ordinary shares;
and
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“Continuing Parties” means HBOS, Morgan Stanley and Dresdner and “Continuing

i.2

3.1

3.2

Party” shall be construed accordingly.
In this agreement, unless otherwise specified:

(A) references to clauses and sub-clauses are to clauses and sub-clauses of this
agreement; and

(B) headings to clauses and schedules are for convenience only and do not affect
the interpretation of this agreement.

COMPANY’'S UNDERTAKING

With effect from the date of this agreement and in consideration of the undertakings
given by the Continuing Parties in clause 3, the Company hereby undertakes to
observe, perform, discharge and be bound by the Placing Agreement as if the Company
were g party to that agreement in the place of HMT. Notwithstanding this undertaking,
nothing in this agreement shall:

{A) require the Company to perform any obligation ¢reated by or arising under the
Placing Agreement falling due for performance, or which should have been
performed, before the date of this agreement;

(B) make the Company liable for any act, neglect, default or omission in respect of
the Placing Agreement committed by HMT or occurring before the date of this
agreement; or

(C) impose any obligation on the Company for or in respect of any obligation
performed by HMT under the Placing Agreement before the date of this
agreement.

CONTINUING PARTIES’ UNDERTAKING AND RELEASE OF HMT

With effect from the date of this agreement and in consideration of the undertakings
given by the Company in clause 2 and the undertakings and guarantee given by HMT in
clauses 4 and 5 respectively, each of the Continuing Parties hereby:

(A) releases and discharges HMT from zli obligations to observe, perform,
discharge and be bound by the Placing Agreement;

(B) accepts the Company's undertaking to observe, perform, discharge and be
bound by the Placing Agreement (such underiaking being set out in clause 2);
and

(C) agrees to observe, perform, discharge and be bound by the Placing Agreement
as if the Company were a party to the Placing Agreement in the place of HMT.

Notwithstanding the provisions of sub-clause 3.1(A), nothing in this agreement shall
affect or prejudice any claim or demand whatsoever which any Continuing Party may
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have against HMT in relation to the Placing Agreement and arising out of matters prior
to the date of this agreement,

HMT'S UNDERTAKING AND RELEASE OF THE CONTINUING PARTIES

With effect from the date of this agreement and in consideration of the undertakings
given by the Continuing Parties in clause 3, RMT hereby releases and discharges each
of the Continuing Parties from all obligations to observe, perform, discharge and be
bound by the Placing Agreement. Notwithstanding this undertaking and release,
nothing in this agreement shall affect or prejudice any claim or demand whatsoever
which HMT may have against any Continuing Party in relation to the Placing Agreement
and arising out of matiers prior to the date of this agreement.

GUARANTEE AND INDEMNITY

In consideration of the undertakings given by the Continuing Parties in clause 3, HMT
hereby unconditionally and irrevocably guarantees to each Continuing Party the due
and punctual performance and chservance by the Company of all its obligations,
commitments and undertakings under or pursuant to this agreement and agrees to
indemnify each Continuing Party on an after tax basis against all loss, damage, cosis
and breach by the Company of its obligations, commitments or undertakings under or
pursuant to this agreement. The liability of HMT under this agreement shall not be
released or diminished by any variation of the terms of this agreement or the Placing
Agreement as novated by this agreement {whether or not agreed by HMT), any
forbearance, neglect or delay in seeking perforrnance of the obligations hereby imposed
or any granting of time for such performance,

if and whenever the Company defaults for any reason whatsoever in the performance of
any obligation or liability undertaken or expressed to be undertaken by the Company
under or pursuant to this agreement, HMT shall forthwith upon demand unconditicnally
perform {(or procure performance of) and satisfy (or procure the satisfaction of) the
obligation or liability in regard to which such default has been made ang so that the
same benefits shall be conferred on each Continuing Party as such party would have
received if such obligation or liability had been duly performed and satisfied by the
Company.

This guarantee is fo be a continuing guarantee and accordingly is to remain in force
until all the obligations, commitments and underiakings of the Company referred to in
sub-clause 5.1 shall have been performed or satisfied. This guarantee is in addition fo
and without prejudice to and not in substitution for any rights or security which any
Continuing Party may now or hereaifter have or hold for the performance and
observance of the obligations, commitments and undertakings of the Company under or
in connection with this agreement.

As a separate and independent stipulation HMT agrees that any obligation expressed to
be undertaken by the Company (including, without limitation, any moneys expressed to
be payable under this agreement or the Placing Agreement as novated by this
agreement) which may nct be enforceable against or recoverable from the Company by
reason of any legal limitation, disability or.incapacity on or of the Company or any other
fact or circumstance {(other than any limitation imposed by this agreement or the Placing
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Agreement as novated by this agreement) shall nevertheless be enforceable against
and recoverable from HMT as though the same had been incurred by HMT and HMT
were the sole or principal obliger in respect theraof.

COMPANY CEASES TO BE WHOLLY OWNED BY HMT

In the event that the Company at any time after the date of this agreement ceases to be
directly or indirectly wholly-owned by HMT, the Company shall, and HMT will procure
that the Company shall, enter into a novation agreement upon substantially the same
terms as this agreement such that the rights and obligations assumed by the Company
under this agreement are novated, either to HMT or to an entity which is, directly or
indirectly, wholly ownad by HMT. The Continuing Parties agree to consent to, and to
execute and deliver all such documentation as may be necessary to effect, such
novation.

NOTICES

For the purposes of all provisions in the Placing Agreement concerning the service of
notices, the address of the Company is its registered cffice as shown above from time to
time and its fax number is [#). All notices served on the Company under the Placing
Agreement should be marked for the attention of [e].

COUNTERPARTS

This agreement may be executed in any number of counterparts, and by the parties on
separate counterparts, but shall not be effective until each party has execuied aft least
one counterpart.

Each counterpart shall constitute an original of this agreement, but all the counterparts
shall together constitute but one and the same insirument.

GOVERNING LAW

The Continuing Parties and the Company hereby agree that this Agreement and any
non-contractual obligations arising out of or in connection with it shall be govermned by
and construed in accordance with English law and that the courts of England and Wales
are to have exclusive jurisdiction to settle any matter, claim or dispute arising hereunder
and submits to the jurisdiction of the English Courts.

(7o be included if the Company is not a company incorporated in England:

10.

AGENT FOR SERVICE OF PROCESS

The Company shali at all times maintain an agent for service of process and for service
of any other documents and proceedings in England, or any other proceedings in
connection with this Agreament. Such agent shail be [agent with address in England]
and any writ, judgment or other notice of legal process shall be sufficiently served on
the Company if delivered fo such agent at its address for the time being. The Company
irrevocably undertakes not fo revoke the authorily of the above agent and if, for any
reason, the agent ceases fo act as such, the Company shaif appoint a replacement
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agent having an address for service in England and shall notify the Continuing Parfies
of the name and address of such replacement agent. If the Company fails to appoint
another agent, any of the Continuing Parties shall be entitied to appoint one on the
Company's behalf and at the Company's expense.]

IN WITNESS of which this Agreement has been executed on the date which first appears on
page 1 of this Agreement.

For and on behalf of
THE COMMISSIONERS OF HER MAJESTY’S TREASURY

For and on behalf of
HBOQS PLC

For and on behalf of

MORGAN STANLEY & CO. INTERNATIONAL PLC

For and on behalf of

DRESDNER KLEINWORT LIMITED

For and on behalf of
{insert name of the Company)]
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SCHEDULE §
CONDITICONS TERM SHEET

Remuneration

Remuneration of Board of Directors

A)

(8)

()

(©)

For the Company, no bonuses for 2008. If part of contractual arrangement,
Board Directors relinquish these voluntarily.

For Lloyds TSB, no cash bonuses for 2008, If part of contractual arrangement,
Board Directors relinquish these voluntarily. Instead, Lloyds TSB's directors may
receive their 2008 bonus entitlements in stock, subject to a restriction on sale
until December 2008

Going forward, for the merged group, in addition to complying with the AB|
industry best practice code, remuneration o be linked to long-term value
creation and take account of risk, and not short term indicators such as profits
or revenues . Reward for board members will also take into account internal
relative compensation packages and perceived fairness in the current economic
climate.

No rewards for failure; where a Board Member loses the confidence of the
Board, they should be abtle to be dismissed at a cost that is reasonable and
perceived as fair.,

Commitment to FSA Code on risk based remuneration,

Corporate Governance

HM Treasury will work with the board on its appeintment of 2 new independent
directors. Should HM Treasury’s holding of the merged group fall below 25%,
HM Treasury would only expect io be consulted on the appointment of one independent

director.

Lending

Mortgages

(A)

(8)

(C)

A commitment to immediately restore and maintain the availability and active
marketing of competitively priced morigage lending (other than in the non-
conforming rarket) through to the end of 2011 at a level at least equivalent to
that of 2007 (provided that the Company shall not be required to engage in
uncommercial activities).

General commitment to participate (until at least the end of 2011) in industry
initiatives and to comply with government codes/guidance.,

Make available, until the end of 2009, a sum to be agreed for the establishment
and maintenance of shared equity/shared ownership schemes o help people
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struggling with mortgage payments to stay in their homes, either through
individual bank schemes or paid into a central fund run by industry.

()] Make available, and until the end of 2009, a sum to be agreed to support
ongoing expansion of financial capability initiatives.

3.2 SMEs

(A) A commitment to immediaiely restore and maintain the availability and active
marketing of competitively priced lending to SMEs at a level at least equivalent
to that of 2007 until the end of 2011 (provided that the Company shall not be
required to engage in uncommercial activities).

(B) Publish an annual repert, for each vear through to end of 2011, on:
(i) overall level of lending to SMEs;

(i) overdraft facilities and loans to SMEs: volumes, amounts and interest
rates and other charges;

i} amount of foreclosures of debt finance made available to SMEs;

(iv) amount of lending through the Small Firms Loan Guarantee Scheme;
and

{v) application and use of an EIB global loan facility fo secure additional
liquidity specifically for SME lending.

3.3 The activities of the Company will be limited to the higher of: (i} the annual growth rate
of growth of UK neminal GDP in the preceding year; and {if) the average historical
growth of the balance sheets in the UK banking sector during the period 1987-2007,
unless there is evidence that the thresholds are exceeded for reasons unrelated to the
provision of the aid referred fo in the EC Commission’s decision dated 13 October 2008
(the “Decision”).

34 Further, in conjunction with HM Treasury, the merged group will, within six months of the
earlier of the Recognition Date (pursuant to rule 11.1 of the rules of the 2008 Credit
Guarantee Scheme) and the listing date, prepare, to the extent reguired by the
Decision, a restructuring plan in a form suitable for notification to the EC Commission in
accordance with the Decision and, at the request of HM Government, furnish all
information reasonably necessary for complying with the terms of that Decision.

4, Other
As agreed at the tirme of the initial announcement, the merged group will continue to use
the Mound as its Scoftish headquarters, will continue to hoid its AGM in Scotland and

will continue to print Bank of Scotland bank notes.

The constraints in this Schedule shall apply until HM Government or the Commission
determines {(or a court of competent jurisdiction finally determines) that the Company (or
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following implementation of the Acquisition, the merged group) is no longer in receipt of the aid
which is the subject of the Decision. If the Company does not utilise (or ceases to utilise) the
wholesale funding guarantee being made available by HM Government and which is referred to
in the Decision and either: (i) this Agreement is terminated but, by virtue of clause 2.10(C), this
Schedule remains in full force and effect; or (ii) this Agreement is not terminated and New
Shares are issued to HM Treasury (and/or Preference Shares are issued to HM Treasury
pursuant to and in accordance with the Preference Share Subscription Agreement) but HM
Treasury has substantively reduced its holding of Ordinary Shares and/or Preference Shares,
HM Treasury shall consult with the Company with a view to making submissions to the
Commission that the constraint in this paragraph (or this Schedule as a whole) be disapplied or
to obtain clarity as to when the constraint in this paragraph (or the Schedule as a whole) will
cease to apply.




IN WITNESS WHEREQF this agreement has been entered into as of the date which first
appears on page 1 of this agreement on the dates which appear below.

SIGNED by and for and on behalf of
HBOS PLC

Date: 9 k\olcg

SIGNED by and for and on behalf of
MORGAN STANLEY & CO.
INTERNATIONAL PLC

Date:

SIGNED by and for and on behalf of
DRESDNER KLEINWORT LIMITED

Date:

SIGNED by two of

THE COMMISSIONERS OF HER
MAJESTY'S TREASURY

in the presence of:

Date:
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INTERMNATIONAL PLC
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SIGNED by and for and on behalf of }
ORESHNER KLEMNWORT LIMITED )

Data:

SIGNED by two of
THE COMMISSIONERS OF HER
MAJESTY'S TREASURY

In the presance ot
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IN WITNESS WHERECF this agreemen| has been eniered inlo as of the dale which [irst
appears en page 1 of this agreement on the dates which appear delow.

SIGNED by and for and on behalf of )
HBOS PLC }
}
Date:
SIGNED by and for and on behalf of )
MORGAN STANLEY & CO. )
INTERNATIOMAL PLC )
Date:

SIGNED by and for and on behalf of
DRESDNER KLEINWORT LIMITED

Dale:

R I e A

SIGNED by wo of

THE COMMISSIONERS OF HER
MAJESTY'S TREASURY

in the presence ol;

~ ﬁﬁ’h/ @W‘“‘i//""

N

Date:




Dated as of 13 October 2008

LLOYDS TSB GROUP PLC

and

CITIGROUP GLOBAL MARKETS LIMITED

and

CITIGROUP GLOBAL MARKETS U.K. EQUITY LIMITED

and

UBS LIMITED

and

MERRILL LYNCH INTERNATIONAL

and

THE COMMISSIONERS OF HER MAJESTY’S TREASURY

PLACING AND OPEN OFFER AGREEMENT

Slaughter and May
One Bunhill Row
London
EC1Y 8YY

(TP/PIRD)

TPO83050032
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THIS AGREEMENT is effective as of 13 October 2008 among:

()

@

&)

(4)

5

(6)

LLOYDS TSB GROUP PLC, a company incorporated in Scotland with registered
number 085000 and whose registered office is at Henry Duncan House, 120 George S,
Edinburgh, Scotland EH2 4LH (the “Company”);

UBS LIMITED, a company incorporated in England and Wales with registered number
2035362 whose registered office is at 1 Finsbury Avenue, London EC2ZM 2PP (“UBS™);

MERRILL LYNCH INTERNATIONAL, a company incorporated in England and Wales
with registered number 02312078 and whose registered office is at Mervill Lynch
Financial Centre, 2 King Edward Street, London EC1A 1HQ (*Merrill Lynch™);

CITIGROUP GLOBAL MARKETS LIMITED, a company incorporated in England and
Wales with registered number 01763297 and whose registered office is at Citigroup
Centre, Canada Square, Canary Wharf, London, E14 5LB (“CGML");

CITIGROUP GLOBAL MARKETS U.K. EQUITY LIMITED, a company incorporated in
England and Wales with registered number 2019774 and whose registered office is at
Citigroup Centre, Canada Square, Canary Wharf, London, £14 508 ("CGMEL"), and

THE COMMISSIONERS OF HER MAJESTY'S TREASURY of 1 Horse Guards Road,
Londen SW1A 2HQ (“HM Treasury™}.

WHEREAS:

(A)

(B)

(C)

(D)

The Company proposes to invite Qualifying Shareholders to apply to acquire New
Shares at the Issue Price by way of an open offer and otherwise on the terms and
subject to the conditions to be set out in the Prospecius and the Application Form.

Each of the Joint Bookrunners is willing (severally and not jointly or jeintly and
severally), on the terms and subject to the conditions set out in this Agreement, to use
reasonable endeavours to procure Placees to acquire the New Shares on such terms
and conditions as may be agreed by the Company and HM Treasury, including the
Treasury Solicitor, and at a price not lower than the Issue Price on the basis that the
New Shares shall be subject to clawback to the extent they are taken up under the
Open Offer,

To the extent not placed or taken up under the Open Offer and subject to the provisions
of this Agreement, HM Treasury is willing to acquire (or procure that its nominee
acquires) such New Shares itself.

The Company proposes, subject, infer alia, to the passing of the Resolutions, to allot
and issue the New Shares to such persons as UBS and/or Merrill Lynch andfor CGMEL
may direct (with the consent of HM Treasury), or, failing which, to HM Treasury (or its
nominee) as Placee. The consideration for the allotment and issue of the New Shares
to Qualifying Shareholders andfor Placees, and/or to HM Treasury or its nominee (as
the case may be) will be the transfer of the Consideration Shares by one of UBS, Merrill
Lynch or CGML or a third party (in its capacity as a subscriber for the Consideration
Shares) to the Company.
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A

{G)

(H)

n

On 18 September 2008, the Company and HBOS announced that they had reached
agreement on the terms of a recommended acquisition by the Company of the entire
issued and to be issued ordinary share capital of HBOS by means of a scheme of
arrangement to be effected under the CA 2006 or, should the Company so elect, by
means of a contractual takeover offer, such terms being amended as announced on 13
October 2008.

The Company has agreed to appoint the Joint Sponsors fo act as joint sponsors in
connection with the applications for New Share Admission, Acquisition Share Admission
and the publication of the Circular and to appoint UBS, Merrill Lynch and CGMEL to act
as joint bookrunners and joint placing agents in connection with the Placing.

Appiication will be made to the FSA and the London Stock Exchange for the admission
of the New Shares, the Acquisition Shares and the Preference Shares to the Official List
and to trading on the London Stock Exchange’s main market for listed securities.

Application will also be made for the New ADSs to be listed on The New York Stock
Exchange.

New Share Admission shall not occur until such fime as is agreed as being the latest
time before the court hearing to sanction the reduction of capital of HBOS as part of the
scheme of arrangemeant pursuant to the Acquisition that will allow the Acquisition to
apply to the HBOS Ordinary Shares.

NOW THEREFORE IT |S AGREED as follows:

1.

1.1

INTERPRETATION
In this Agreement (including the Recitais):

“Acceptance” means application and payment validly made (or,
where the context so requires, ireated as validly
made) in accordance with the procedures to be set
out in the Prospectus and (where appropriaie) the
Application Form {including, for the avoidance of
doubt, any such application and payment validly
made in respect of New Shares in addition to
Qualifying Shareholders’ pre-emptive

entitiements);
“Accepted Shares” has the meaning given in clause 6. 1(A};
“Accounts” means the audited consolidated accounts of the

Group for the three years ended 31 December
2008, 2006 and 2007 (including, without limitation,
the related directors’ and auditors’ reports, the
consolidated income statement, the consolidated
halance sheet, the consolidated cashfiow
staternent, the consolidated staternent of
recognised income and expense and alf related




“Accounts Date

“Acquisition”

“Acquisition Resolution”

“Acquisition Share Admission”

“Acquisition Shares”

“Admission and Disclosure
Standards”

"ADSS”

“Adverse Interest”

“Affiliate”

notes);
means 31 December 2007;

means the proposed recommended acquisition by
the Company, by way of scheme of arrangement,
or, should the Company s¢ elect, by way of a
contractual takeover offer, of the entire issued and
to be issued ordinary share capital of HBOS as
more particularly described in the announcement
by the Company of its firm intention to make an
offer on 18 September 2008 (as amended on 13
October 2008},

means the resolution, in a form acceptable o HM
Treasury, acting reascnably, pursuant to which the
ordinary shareholders of HBOS are to approve the
terms of the Acquisition;

means the admission of the Acquisition Shares to
the Official List becoming effective in accordance
with paragraph 3.2.7G of the Listing Rules and
admission o frading on the London Stock
Exchange's main market for listed securities
becoming effective in accordance with paragraph
2.1 of the Agmission and Disclosure Standards,

means the new Ordinary Shares proposed to be
issued pursuant to the Acquisition;

means the Admission and Disclosure Standards of
the London Stock Exchange, as amended from
time to time:

means American depositary shares issued
pursuant to the Deposit Agreement, each
representing the right to receive four New Shares,
and reference to Ordinary Shares or New Shares
shall be deemed to include any such Ordinary
Shares or New Shares represented by ADSs;

means any opfion, lien, mortgage, charge, equity,
trust, any other right or interest of any third party
and any other encumbrance of any Kind;

means, unless otherwise specified herein,
“affiliate” as defined in Rule 405 under the
Securities Act ar, as the context may require, Rule
501(b) under Regulation D of the Securilies Act;




“Application Form”

“Auditors”

“Board”

“Business Day”

"CA 1985”7

“CA 2008”

“Capltal Resources
Requirement”

“Circular”

“Circular Posting Date”

“Circular Warranties”

l!c‘ti!!

means the application form, in a form acceptable
to HM Treasury and to the Joint Sponsors, acting
reasonably, to be despatched for use in
connection with the Open Offer;

means PricewaterhouseCoopers LLP;

means the Board of Directors of the Company or a
duly authorised commitlee thereof;

means any day (other than a Saturday or Sunday)
on which clearing banks are open for a fult range
of banking transactions in London;

means the Companies Act 1985;
means the Companies Act 2008;

has the meaning given in the FSA Rules;

means the circular, in & form acceptabie to HM
Treasury and o the Joint Sponsors, to be sent to
the Qualifying Shareholders {(other than the
Prohibited Sharehclders) giving details of the
Acquisition, the Placing and Open Offer and
containing notice of the GM;

means the date on which the Company
despatches the Circular to Qualifying
Shareholders {(other than Prohibited
Shareholders);

means the Warranties set out in Part [l and Part
1A of Schedule 3, with the exception of those
Warranties set out in paragraphs 1.5, 1.7, 2, 3,
and 4 of Part Il of Schedule 3, provided that any
references o issue Documents in such Warranties
shall be deemed to be references to such Issue
Documents as have been issued or published by
or on behalf of the Company on or before the
Circular Posting Date, and “Circular Warranty”
shall be construed accordingly,

means each of CGML, in its capacity as joint
sponsor, andfor CGMEL, in its capacity as joint
bookrunner and joint piacing agent (including, for
the avoidance of doubt, both of them where the
context requires);




“Citi Indemnlfied Persons™

“Claims™

“Class 1 Resolution”

“Closing Date”

“Companies Acts”

“Consideration Shares”

“CREST"

means:

(@) CGML, CGMEL and any subsidiary, branch or
affiliate of CGML and/or CGMEL;

(b} a person who is, on or at any time after the
date of this Agreement, a director, officer,
partner or employee of an undertaking
specified in sub paragraph (a) above; and

(¢} CGML, CGMEL, their selling agents and each
person, if any, who controls CGML or CGMEL
within the meaning of Section 15 of the
Securities Act or Section 20 of the Exchange
Act and CGML's and CGMEL's respective
affiliates, subsidiaries, branches, affiliates,
associates and holding companies and the
subsidiaries of such subsidiaries, branches,
affiliates, associates and holding companies
and each of such person’s respective
directors, officers and employees; and “Citi
Indemnified Person” shall be construed
accordingly;

means any and all claims, actions, liabilities,
demands, proceedings, investigations, judgments
or awards whatsoever (and in each case whether
or not successful, compiromised or settled and
whether joint or several} threatened, asserted,
established or instituted against any Indemnified
Person and “Claim” shall be construed
accordingly;

means the resolution, in a forr acceptable to HM
Treasury, acting reasonably, pursuant to which the
Ordinary Shareholders are to approve the
Acquisition;

mean$ the last date for Acceptance under the
terms of the Open Offer,;

means the CA 1985 and/or the CA 2006 as the
context requires,

means the JerseyCo Ordinary Shares and the
JerseyCo Preference Shares;

means the relevant system (as defined in the
Regulations) in respect of which Euroclear is the




“Dealing Day”

“Deposit Agreement”

“Directors”

“DTRs”

“EEA”

“Effective Date”

“Enablement Lettar”

“Engagement Letters”

“Enlarged Group”

“Euroclear”

“Exchange Act”

“FCPA”

Operator (as defined in the Regulations);

means a day on which dealings in securities may
take place on, and with the authority of, the
London Stock Exchange;

means the deposit agreement dated 27 November
2001 made between the Company, The Bank of
New York, as depositary, and the owners and
holders of ADSs issued thereunder (as amended
and restated),

means the directors of the Company from time to
time;

means the Disclosure and Transparency Rules, as
amended from time to time, made by the FSA
pursuant to Part VI of FSMA;

means the Curopean Economic Area;
means 13 October 2008;

means a letter, in a form acceptable to HM
Treasury and to the Joint Sponsaors, acting
reasonably, from the Company to Euroclear
confirming that the conditions for admission of the
New Shares, the Acquisition Shares and the
Preference Shares to CREST are satisfied;

means the engagament [etters between the
Company and each of the Joint Sponsors dated on
or around the Effective Date and relating to the
Placing and Open Offer, and the engagement
letter between the Company and Citi dated 3
October 2008;

means the Company and its subsidiaries and
subsidiary undertakings following compietion of
the Acquisition;

means Euroclear UK & lreland Limited;

means the United States Securities Exchange Act
of 1934,

means the US Foreign Corrupt Practices Act of
1877, including the rules and regulations
thereunder,;




"Form of Proxy”

i FSA}]

“FSA Rules”

I‘FSMA!I

ffGM n

“GM Date”

“Group”

‘HBOS”

“HBOS Accounts”

“HBOS Accounts Date”

“HBOS ADRs”

means the form of proxy, in a form acceptable to
HM Treasury and to the Joint Sponsors, acting
reasonably, io be sent to Qualifying Shareholders
(other than Prohibited Shareholders) in connection
with the GM;

means the Financial Services Authority acting in
its capacity as the competent authority for the
purposes of Part Vi of the FSMA;

means the rules, as amended from time to time,
made by the FSA under the FSMA,

means the Financial Services and Markets Act
2000 including any regulaiions made pursuant
thereto,

means the general meeting of the Company to be
convened at which the Resoluiions are to be
proposed, or any adjournment of it;

means the date on which the GM is held, being no
later than 20" November 2008, or such later date
as the Company, HM Treasury and the Joint
Sponsors may agree;

means the Company and its subsidiary
undertakings from time fo time and “Group
Company” means any of them;

means HBOS plc, a company incorporated in
Scotland with registered number 5SC218813 and
whose registered office is at The Mound,
Edinburgh EH1 1YZ,

means the audited consolidated accounts of the
HBOS Group for the three years ended 31
December 2005, 2006 and 2007 (including,
without limitation, the related directors’ and
auditors’ reports, the consclidated income
statement, the consolidated balance sheet, the
consolidated cashflow statement, the consolidated
statement of recognised income and expense and
zll related notes);

means 31 December 2007,

means American depositary receipts of HBOS,
each representing one HBOS Ordinary Share;




"HBOS Confirmation”

“HBOS Group”

“HBOS Implementatlon

Agreement”

“HBOS Interim Accounts™

“HBOS Material Adverse Effect”

“HBOS Ordinary Shares”

“HBOS Placing and Open Offer
Agreement”

“HBOS Preference Shares”

means the written confirmation addressed to HM
Treasury by the Company confirming (i} that the
Company has consented to HBOS entering into
the HBOS Placing and Open Offer Agreement and
the HBOS Preference Share Subscription
Agreement; (i) that neither the entry into such
agreements nor any of the transactions
contemplated by them will give rise to a right to
terminate the HBOS Implementation Agreement
exercisable by the Company; and (iii) that the
Company will not, as a result of HBOS entering
into, or performing any of its obligations under the
HBOS Placing and Open Offer Agreement and the
HBOS Preference Share Subscription Agreement,
withdraw, lapse, cease to proceed with, or invoke
any condition in relation to, the Acquisition;

means HBOS and its subsidiaries and subsidiary
undertakings;

means the agreement dated 18 Septernber 2008
between HBOS and the Company relating to the
implementation of the Acquisition {as amended on
13 October 2008);

means the unaudited consolidated financial
information for the HBOS Group in respect of the
six month period ended 30 June 2008,

means an event has occurred or is reasonably
likely to oceur which has resulted in or may result
in & material adverse change in or affecting the
condition (financial, operational, legal or
otherwise), profitability, prospects, salvency,
business affairs or operations of the HBOS Group
taken as a whole, whether or not arising in the
ordinary course of business;

means the ordinary shares in the capital of HBOS
o be conditionally subscribed for by HM Treasury
{or its nominee) pursuant, inter alia, to the HBOS
Placing and Open Offer Agreement;

means the placing and open offer agreement
effective as of the Effective Cate between HBOS,
Morgan Stanley & Co. International plc, Dresdner
Kleinwort Lirnited and HM Treasury,

means the preference shares in the capital of
HBOS fo be subscribed for by HM Treasury (or its




*HBOS Preference Share
Subscription Agreement”

“HMT Indemnified Persons*

“IFRS"

“Indemnified Persons”

“Intellectual Property Rights”

nominee) pursuant, inter alia, to the HBOS
Preference Share Subscription Agreement;

means the agreement effective as of the Effective
Date between HBOS and HM Treasury pursuant
to which HM Treasury agrees to subscribe for the
HBOS Preference Shares;

means:

(@) The Commissioners of Her Majesty’s
Treasury;

(D) the Treasury;
(¢} the Treasury Solicitor;

(d) any entity to which HM Treasury novates its
rights and obligations under this Agreement
pursuant to clause 17; and

{e) any person who is, on or at any time after the
date of this agreement, a director, officer,
official, agent or employee of or under any
person specified in paragraph (a), (b), (c) or
(d} above;

and "HMT Indemnifled Person” shall be
consirued accordingly;

means International Financial Reporting Standards
as adopted by the European Union;

means each and any HMT Indemnified Person,
each and any UBS Indemnified Person, each and
any Merrill Lynch Indemnified Person and each
and any Citi Indemnified Person and “Indemnified
Person” shall be construed accordingly,

means patents, trade marks, service marks, logos,
get-up, trade names, rights in designs, copyright
(including rights in compuier software), internet
domain names, moral rights, utility models, rights
in know how, rights in databases and other
intellectual property rights, in each case whether
registered or unregistered and including
applications for the grant of any such rights and all
rights or forms of protection having equivalent or
similar effect anywhere in the world;




“Interim Accounts”

*“Investment Company Act”

“Issue Documents™

“Issue Price”

“JerseyCo”

"JorseyCo Ordinary Shares”

“JerseyCo Preference Shares”

“Joint Beokrunners”
“Jolnt Sponsors”
“KPMG*

“KPMG Reports”

"KPMG Working Capital Report”
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means the unaudited consolidated financial
information for the Group in respect of the six
month period ended 30 June 2008,

means the United States Investment Company Act
of 1940;

means the Press Announcement, the Application
Form, the Circular, the Form of Proxy, the
Prospectus, any Supplementary Prospecius, the
Preference Prospectus, any Supplementary
Preference Prospectus, the Presentation, all
decumentation published or issued in connection
with the Preference Share Subscription, any
interim management statement published after the
Effective Date and before New Share Admission
or Acquisition Share Admission and any other
document published or issued after the Effective
Date by or on behalf of the Company in
connection with the Placing, the Open Offer, the
Acquisition or the Preference Share Subscription;

means the price of 173.3 pence per New Share;

means a company to be incorporated in Jersey in
connection with the Placing;

means the ordinary shares in the capital of
JerseyCo fo be issued to one of UBS, Merrill
Lynch or CGML under the terms of the Option
Agreement;

means the redeemable preference shares in the
capital of JerseyCo to be issued to one of UBS,
Merrill Lynch or CGML, or a third party, under the
terms of the Subscription and Transfer Agreement;

means UBS, Meiill Lynch and CGMEL;

means UBS, Merrill Lynch and CGML;

means KPMG Audit Plc;

means the reports and letters prepared by KPMG
in connection with the Placing and Open Offer and
the Acquisition;

rmeans the working capital review report prepared

by KPMG, in the agreed form, relating to the
HBOS Group, o be dated the date of the Circular




“LlIsting Rules”

“London Stock Exchange”

“l osses”

“Materfal Adverse Effect”

“Merrill Lynch Indemnified
Persons”
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and of the Prospectus and to be appended to, and
whose significant findings will be included in, the
PwC Working Capital Report;

means the Listing Rules made by the FSA
pursuant to section 73A of the FSMA, as amended
from time to time;

means London Stock Exchange ple;

means any and all loss, damage, cost, liability,
demand, charge or expense (including legal fees),
in each case whether joint or several, which any
Indemnified Person may suffer or incur {including,
but not limited to, all Losses suffered or incuired in
investigating, preparing for or disputing or
defending or settling any Claim and/or in
gstablishing its right to be indemnified pursuant to
clause 11 and/or in seeking advice regarding any
Claim or in any way related to or in connection
with the indemnity contained in clause 1) and
“Loss” shall be construed accordingly;

means an event has occurred or is reascnably
likely to occur which has resulted in or may result
in @ material adverse change in or affecting the
condition {financial, operational, lagal or
otherwise}, profitability, prospects, solvency,
business affairs or operations of the Group taken
as a whole, whether or not arising in the ordinary
course of business;

means.

(a) Menrill Lynch and any subsidiary, branch or
affiliate of Merrill Lynch;

(b} a person who is, on or at any time after the
daie of this Agreement, a director, officer,
partner or employee of an undertaking
specified in sub paragraph (a) above; and

(¢) Merrill Lynch, their selling agents and each
person, if any, who controls Merrill Lynch
within the meaning of Section 15 of the
Securities Act or Section 20 of the Exchange
Act and Merrill Lynch’s respective affiliates,
subsidiaries, branches, affiliates, associates
and holding companies and the subsidiaries
of such subsidiaries, branches, affiliztes,




“New ADSs"

“New Share Admission”

“New Shares”

“Non-Accepted Shares”

“Notlfying Sponsor”

“QECD Convention”

“Offlclal List”

“QOpen Offer”

“Open Offer Acceptors”

“Open Offer Date”

“Open Offer Documents*
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associates and holding companies and each
of such person's respective directors, officers
and employees;

and “Merrill Lynch Indemnified Person” shall be
construed accordingly;

means the ADSs proposed fo be issued pursuant
to the Acquisition;

means the admission of the New Shares io the
Official List becoming effective in accordance with
paragraph 3.2.7G of the Listing Rules ang
admission to frading on the London Stock
Exchange’s main market for listed securities
becoming effective in accordance with paragraph
2.1 of the Admission and Disclosure Standards;

means the 2,526,653,203 new Ordinary Shares
which are {o be alletted and issued pursuant to the
Placing and the Open Offer;

has the meaning given in clause 6.1(B);
has the meaning given in clause 13.5;

means the OECD Convention on Combating
Bribery of Foreign Public Officials in International
Business Transactions;

means the Official List maintained by the FSAin its
capacity as UK Listing Authority;

means the conditional invitation by the Company
to Qualifying Shareholders to apply to acquire
New Shares on the basis to be referred to in the
Prospectus and, as relevant, the Application Form;

means those Qualifying Sharehelders that have
validly applied (or are treated as having validly
applied) to acquire New Shares under the Open
Offer;

means the date on which the Application Form is
issued;

means the Prospectus, any Supplementary
Prospectus and the Application Form;




"Open Offer Entitlement”

“Option Agreement”

“Ordinary Shareholders”
“Qrdinary Shares”

“Overall Financial Resources
Rule”

“Panel”

“Participating Security”

“Placees”

*Placing”

“Placing and Open Offer”

"Placing Documents”
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an entitlement to apply to acquire New Shares
allocated to a Qualifying Shareholder pursuant to
the Open Offer;

means the option agreement to be entered into
between JerseyCo, the Company and one of UBS,
Memill Lynch and CGML providing a put option in
relation to the JerseyCo Ordinary Shares granied
by the Company in favour of one of UBS, Merrill
Lynch and CGML and a call option in relation to
the JerseyCo Ordinary Shares granted by one of
ugs, Merrill Lynch and CGML in favour of the
Company, in the form to be agreed;

means holders of Ordinary Shares;

means ordinary shares of 25 pence each in the
capital of the Company;

has the meaning given in the FSA Rules;

means the Panel on Takeovers and Mergers;

has the meaning given to it in the Regulations
(and "Participating Securities” shall be construed
accordingly),

means any placees procured by UBS, Merrill
Lynch and CGMEL pursuant to this Agreement to
acquire New Shares pursuant to the Placing and
approved by HM Treasury in advance of any
acquisition by them of New Shares, which may
include QIBs in the United States and HM
Treasury in respect of any Residual Shares;

means the proposed arrangements for the
procuring of Placees for the New Shares on such
terms and conditions as may be agreed by HM
Treasury, including the Treasury Solicitor, and at a
price not lower than the lssue Price, subjectto a
right of clawback in respect of any New Shares
which are taken up under the Open Offer;

means the Placing and the Open Offer or any of
them;

means the Press Announcement, the
Fresentation, the Prospectus and the Placing




“Placing Letters"

“Placing Schedule”

“Preference Admission”

“Preference Prospectus”

“Preference Shares”

“Preference Share
Subscription”

“Preference Share Subscription

Agreement”

“Presentation”

“Press Announcement”
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Letters;

means the UK Placing Letter and the US Placing
Letter;

has the meaning given to it in clause 3.5;

means the admission of the Preference Shares to
the Official List becoming effective in accordance
with paragraph 3.2.7 G of the Listing Rules and
admission to trading on the London Stock
Exchange’s market for listed securities becoming
effective in accordance with paragraph 2.1 of the
Admission and Disclosure Standards;

means the prospectus (including the information
incorporated by reference therein and comprising
a prospectus for the purposes of the Prospectus
Rules) t¢ be published by the Company in relation
to Preference Admission, in the form o be agreed,

means preference shares to be issued by the
Company to HM Treasury {(or its nominee) with an
aggregate liquidation preference of
£1,000,000,000 having the rights and subject to
the restrictions set out in the Company’s articles of
association as supplemented by Schedule 1 of the
Preference Share Subscription Agreement;

means the proposed subscription for Preference
Shares pursuant to the Preference Share
Subscription Agreement;

means the agreement between the Company and
HM Treasury being effective as of the Effective
Date pursuant to which HM Treasury agrees to
subscribe for the Preference Shares;

means any presentation, in the form to be agreed,
used by the Company during presentations to
institutional investors in connection with the
Placing and any other publicity matenals relating
to the Placing and Open Offer prepared by or at
the request of the Company,;

means the press announcement issued by the
Company dated the Effective Date giving details
of, inter alia, the Placing and Open Offer and the
Preference Share Subscription;




“Previous Announcements”

“Prohibited Shareholdars”

“Prospectus”

“Prospectus Posting Date™

“Prospectus Directive”
“Prospectus Rules”

“Pw( Reports"

“PwC Working Capltal Report”

“Qualifylng CREST
Shareholders”

“Qualifying Non-CREST
Shareholders”

“Qualifylng Sharehclders”

15

means all docurnents issued and announcementis
(other than the Press Anncuncement) made by or
on behalf of the Company or any member of the
Group through a Regulatory Information Service or
by way of a public regulatory filing in the three
year period immediately prior to the Effective Date
of this Agreement;

means holders of Ordinary Shares with registered
addresses in any jurisdiction(s) in which the
Placing and Open Offer cannot lawfully be made,
as may be agreed by the Comipany and the Joint
Sponsors;

means the document (including the information
incorporated by reference therein) comprising a
praspectus for the purposes of the Prospecius
Rules to be published by the Company in relation
o the Placing and Open Qffer, in the form to be
agreed;

means the date on which the Company publishes
the Prospectus;

means Directive 2003/71/EC;
has the meaning given in Section 73A(4) of FSMA,

means the reports and lefters prepared by the
Auditors in connection with the Placing and Open
Offer and the Acquisition;

means the working capital review report prepared
by the Auditors, in the agreed form, relating to the
Group and the Enlarged Group, to be dated the
date of the Circular and of the Prospectus:

means Gualifying Shareholders whose Ordinary
Shares on the register of members of the
Comparny at the close of business on the Record
Date are in unceriificated form;

means Qualifying Shareholders whose Ordinary
Shares are held in certificated form;

means holders of Ordinary Shares whose names
are on the register of members of the Company as
at the close of business on the Record Date;




“QIB Purchasers”
HQ[BS”

“Receilving Agent”

“Receiving Agent Agreement”

“Record Date”

"Registrars”

“Regulatlons”

“Regulation D*
“Regulation 5"

“Regulatory Information
Service”

“Relevant Cost”
“Relevant Member State”
“Relevant Time”
“Reports”

"Residual Shares”

“Resolutions”

“Scheme”
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has the meaning given in clause 5.8(C)(i);
has the meaning given to it in clause 5.2;

means the receiving agent to be appeinted
pursuant to clause 3.8;

means an agreement among the Company, UBS,
Mervill Lynch, Citi and the Receiving Agent relating
to the Placing and Cpen Offer, in the form to be
agreed,;

means the record date for the Open Offer, being
such date as the Company, HM Treasury, UBS,
Merrill Lynch and CGMEL shall agree, all acting
reasconably;

means Equinifi Limited;

means the Uncertificated Securities Regulations
2001;

means Regulation D under the Securities Act;
means Regulation S under the Securities Act;

has the meaning given in the Listing Rules;

has the meaning given in clause 8.9,

has the meaning given in clause 5.6;

has the meaning given in clause 6.1(C} (iii);
means the PwC Reporis and the KPMG Reports;
has the meaning given to it in clause 6.3,

means the Share Capital Resolutions, the Class 1
Resolution and the Whitewash Resolution;

means the scheme of arrangement under sections
895 to 889 of the CA 2008 between HBOS and its
shareholders, with or subject to any modification
thereof or in addition thereto or condition agreed
by HBOS and the Company and which the Court
may think fit to approve or impose;




“SDRT”
“Securities Act”

“Share Capital Resolutions™

“Specified Event"

“Stamp Tax”

“Subscription and Transfer
Agreement”
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means stamp duty reserve tax;
means the United States Securities Act of 1633;

means$ the resolutions, in a form acceptable to HM
Treasury, acting reasonably:

(a) toincrease the authorised share capital of the
Company to allow for the creation and issue
of the New Shares, the Acquisition Shares
and, {o the extent necessary, the Preference
Shares; and

(o) to authorise the Directors to allot under
Section 80 of CA 1885 such number of
Ordinary Shares as equals or exceeds the
nurnber of New Shares, Acquisition Shares
and, to the extent necessary, Preference
Shares,

to be proposed at the GM,;

means an event occurring or matter arising on or
after the Effective Date, which:

(a) if it had occurred or arisen before or at the
Effeciive Date; or

(b) ifit had been known by the Directors before or
at the Effective Date,

would have rendered any of the Warranties untiue,
inaccurate or misteading in any respect;

means any stamp, documentary, registration or
capital duty or tax {including, without limitation,
stamp duty, SDRT and any other similar duty or
similar tax) and any fines, penalties and/or interest
relating thereto,

means the share subscription and transfer
agreemenis, ¢r any of them, as the context
requires, in the form to be agreed, to be entered
into between JerseyCo, the Company and one of
the Joint Sponsors providing, among other things,
for the transfer to the Company by one of the Joint
Sponsors (in its capacify as subscriber for the
Consideration Shares) of the Consideration
Shares:




“Supplementary Preference
Prospectus”

“Supplementary Prospectus”

"*Tax” or "Taxation”

*Tax Authority™

“The New York Stock
Exchange”

“Time of Sale”

“Time of Sale Documents”

“Treasury Solicitor”
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means any prospectus supplementary to the
Preference Prospectus published by the Company
pursuant to section 87G of FSMA;

means any prospectus supplementary to the
Prospectus published by the Company pursuant to
section 87G of FSMA,;

means all forms of taxation and statutory,
governmental, state, provincial, local governmental
or municipal impositions, duties, confributions and
levies {including, for the avoidance of doubt,
Stamp Tax}, in each case in the nature of taxation,
duty, contribution or levy, whether of the United
Kingdom or elsewhere in the worlgd whenever
imposed and whether chargeable directly or
primarily against or attributable directly or primarily
to a Group Company or any other person and all
penalties, charges, costs and interest relating
thereto;

means any govemment, state, municipal, local,
federal or other fiscal, revenue, customs or excise
authority, body or official anywhere in the worid
having the power to impose, coltect or administer
any Tax or exercising a fiscal, revenue, custorns or
excise function with respect to Tax (including,
without limitation, H.M. Revenue and Customs);

means The New York Stock Exchange, Inc.;

means, with respect to the Placing, each time
identified to the Company by UBS, Merrill Lynch
and CGMEL as a Time of Sale (with respect to
which they are obtaining commitments from
Placees to tzke up the New Shares), provided that
there shall not be more than two times that are
treated as a "Time of Sale" for purposes of this
Agreement without the consent of the Company,
such consent will not be unreasonably withheld;

means the documents specified as being delivered
at, or with respect to, the Time of Sale in Part [V of
Schedule 2;

has the same meaning as in the Treasury Solicitor
Act 1876;




“UBS Indemnified Persons”

“UK Listing Authority”

“UK Placing Letter”

“United States”

“US Placing Letter”
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means:

(a) UBS and any subsidiary, branch or affiliate of
UBS;

(b) & person who is, on or at any time after the
date of this Agreement, a director, officer,
partner of employee of an undertaking
specified in sub paragraph (a) above; and

(c) UBS, their selling agents and each person, if
any, who controls UBS within the meaning of
Section 15 of the Securities Act or Section 20
of the Exchange Act and UBS's respective
affiliates, subsidiaries, branches, affiliates,
associates and holding companies and the
subsidiaries of such subsidiaries, branches,
affiliates, associates and holding companies
and each of such person’s respective
directors, officers and employees;

and “‘UBS Indemnified Person” shall be
construed accordingty;

means the Financial Services Authority acting in
its capacity as the competent authority for the
purposes of Part VI of the FSMA and in the
exercise of its functions in respect of the
admission of securities to the Official List
otherwise than in accordance with Part V1 of the
FSMA;

means g letter, in a form acceptable to the
Company, HM Treasury and to the Joint
Bookrunners, acting reasonably, to be sent by the
Company to and executed by Placees (other than
QIBs and HM Treasury) by which New Shares are
to be offered to Placees on such terms and
conditions as may be agreed by HM Treasury,
including the Treasury Solicitor, and at a price not
tower than the Issue Price, subject to a right of
clawback in respect of any New Shares which are
taken up under the Open Offer;

means the United States of America, its territories
and possessions, any state of the United States
and the District of Columbia;

means & letter, in a form acceptable to the
Company, HM Treasury and to the Joint



“US Shareholders”

IIVAT"
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"Warranties”

“Whitewash Resolution*
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Bookrunners, acting reasonably, to be senf by the
Company to and executed by QIBs by which New
Shares are to be offered to QIBs on such terms
and conditions as may be agreed by HM Treasury,
including the Treasury Solicitor and at a price not
lower than the Issue Price, subject to a right of
clawback in respect of any New Shares which are
taken up under the Open Offer;

means Ordinary Shareholders who are within the
United States or are holding Ordinary Shares on
behalf of, or for the account or benefit of, persons
within the United States for whom they are acting
without investment discretion (but only with
respect t¢ any such holdings);

means:

(@) any tax imposed in conformity with the
council directive of 28 November 2006 on
the common system of value added tax (EC
Directive 2006/112) (including, in relation to
the United Kingdom, value added tax
imposed by the VATA and legislation and/or
any regulations supplemental thereto); and

(b) any other tax of 2 similar nature (whether
imposed in a member state of the European
Union in substitution for or in addition to the
tax referred (o in sub-paragraph (a) or
imposed elsewhere);

means the Value Added Tax Act 1994;

means verificafion materials in a form acceptable
to HM Treasury and to the Joint Sponsors, acting
reasonably, evidencing the verification process
supporting the accuracy of certain information
contained in the Issue Documents, including the
verification questions and the answers therato,
signed by each of the persons named therein as
being responsible for such answers;

means the representations, warranties and
undertakings contained in Schedule 3;

means the resclution, in a form acceptable to HM
Treasury, acting reasonably, pursuant to which
Ordinary Shareholders are to waive any obligation
of HM Treasury {0 make an offer under Rule 9 of
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the City Code on Takeovers and Mergers;
“Wholly Owned Entity” has the meaning given in clause 17.1; and

“Working Capitai Reports” means the PwC Working Capital Report and the
KPMG Working Capital Report.

Any reference to a document being “In the agreed form” or “form to he agreed”
means in the form of the draft or proof thereof signed or initialled for the purpose of
identification by Linklaters LLP (on behalf of the Company), Slaughter and May (on
behalf of HM Treasury) and Freshfields Bruckhaus Deringer LLP (on behalf of the Joint
Sponsors and the Joint Bookrunners, as relevant), or {in the case of documents to be
agreed) in such form as may be satisfactory to HM Treasury and the Joint Sponsors and
the Joint Bookrunners (acting reasenably), and initialled, for the purposes of
identification only, by such firms on behalf of their clients. No such initialling shall imply
approval of all or any part of its conients by or on behalf of the person initialling it or any
of the parties to this Agreement.

The Interpretation Act 1978 shall apply to this Agreement in the same way as it applies
to an enaciment.

References to a statutory provision include any subordinate legislation made from time
to time under that provision.

References to a statutory provision include that provision as from time to time modified,
supplemented or re-enacted so far as such modification or re-enactment applies or is
capable of applying to any transactions entered into in accordance with this Agreement.

In this Agreement, a reference fo a “subsidiary undertaking” or “parent undertaking” is to
be construed in accordance with section 1162 (and Schedule 7) of the CA 2008 and a
“subsidiary” or “holding company” is to be construed in accordance with section 1159 of
the CA 2006,

Expressions defined or used in the Regulations shall have the same meaning in this
Agreement {except where the context otherwise requires).

References to this Agreement include its Schedules and references in this Agreement to
clauses, sub-clauses and Schedules are fo clauses and sub-clauses of, and Schedules
to, this Agreement.

The obligations of the Joint Sponseors and CGMEL under this Agreement shall be
several and not joint or joint and several. No provision of this Agreement shall impose
any liability on any of the Joint Sponsors or CGMEL for, nor shall the rights or remedies
of any of the Joint Sponsors or CGMEL be adversely affected by, any act or omission by
any other Joint Sponsor or CGMEL or for any breach by the other Joint Sponsor of the
provisions of this Agreement. The obligations owed by the Company to the Joint
Sponsors and CGMEL are owed to them as separate and independent obligations, and
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each Joint Sponsor and CGMEL shall have the right to protect and enforce its rights
hereunder without joining any other Joint Sponsor or CGMEL in any proceedings.

Headings shall be ignored in construing this Agreement.
References to time of day are to London time unless otherwise stated.

When construing any provision relating to VAT, any reference in this Agreement to any
person shall (where appropriate) be deemed, at any time when such person is a
member of a group of companies for VAT purposes, to include a reference to the
representative member of such group at such lime.

Any reference to any indemnity, covenant to pay or payment (a “Payment Obligation”)
being given or made on an "after-Tax hasis” or expressed to be calculated on an “after-
Tax basis” means that, in calculating the amount payable pursuant to such Payment
Obligation (the “Payment”}, there shall be taken into account (if and to the extent that
the same has not already been taken into account in the calculation of the Payment):

(A) any Tax suffered by the person entitled {o receive the Payment to the extent that
it arises as a result of the matter giving rise to the Payment Obligation or as a
resuit of receiving, or being entitled to receive, the Payment; and

(B) any relief, exemption, allowance or credit which is available to set against any
Tax otherwise payable or against any income, profits or gains for Tax purposes,
and any right to any refund or reimbursement of any Tax, which in each case is
available to the person entitled o receive the Payment if and to the extent that
the same arises as a result of the matter giving nse to the Payment Obligation
of as a result of receiving, or being entitled to receive, the Payment,

such that the person entitled to receive the Payment is in the same economic position
after Tax that it would have been in if the matter giving rise to the Payment Obligation
had not occurred.

Each reference in this Agreement to the Joint Sponsors, CGMEL or any of them by any
description or in any capacity includes a reference to it in each other capacity in which it
may act pursuant fo this Agreement or otherwise with the agreement of the Company in
connection with the Placing and Open Offer and/or the publication of the Circular and/or
Acquisition Share Admission.

Any reference 1o the Joint Sponsors, the Joint Bookrunners or to HM Treasury
approving or agreeing the form of an Issue Document, shall be a reference to such
approval or agreement being given solely for the purposes of this Agreement.

Areference to “certificated” or “certificated formn” in relation to a share or other
security is a reference to a share or other security title to which is recorded on the
relevant register of the share or other security as being held in cerificated form.

Areference to “uncertificated” or *uncertificated form” in relation to a share or other
security is a reference to a share or other security title to which is recorded on the
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relevant register of the share or other security as being held in uncertificated form, and
title to which, by virtue of the Regulations, may be transferred by means of CREST.

Words and expressions defined in the Companies Acts shall bear the same meaning.

_Any reference to “this Agreement” or “any other agreement relating to the Piacing

and Open Offer” or "the arrangements contemplated by the Issue Documents” or
similar expressions shall be deemed, where the context permits, fo include a reference
to the Subscription and Transfer Agreement and the Option Agreement and the
arrangements thereunder, including, without limitation, JerseyCo and the issue and
allotment of the JerseyCe Ordinary Shares and the JerseyCo Preference Shares.

CONDITIONS

The obligations of HM Treasury and of the Joint Sponsors and CGMEL under this
Agreement (save for the obligations under clauses 3.3 and 3.4 and such other
obligations hereunder which fall due for performance before New Share Admission) are
conditional on:

(A) the release of the Press Announcement via a Regulatory Information Service by
8.00 a.m. on the Effective Date;

(B) there having occurred, as at New Share Adrmission, no material default or
breach by the Company of the terms of;

(D this Agreement;

(i) if executed, the Subscription and Transfer Agreement;
(i) if executed, the Option Agreement; or

(v) the Preference Share Subscription Agreement;

(<) the New Shares being validly created under applicable law and forming part of
the Company's authorised but unissued share capital;

{D) the Preference Shares being validly created under applicable law and forming
part of the Company’s authorised but unissued share capital;

(E) the Directors being duly authorised under applicable law to allot and issue the
New Shares in accordance with the terms of this Agreement;

(F) the Directors being duly authorised under applicable law to allot and issve the
Preference Shares to HM Treasury (or its nominee) in accordance with the
terms of the Preference Share Subscription Agreement;

(G) the Company having obtained such approvals, authorisations, permiis and
consents as may be required by any government, state or other regulatory body
and all necessary filings having been made and all necessary waiting periods
having expired, in each case in any part of the world and as a consequence of
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the actions contemplated by this Agreement and/or the Preference Share
Subscription Agreement;

HM Treasury having obtained such approvals, autherisations, permits and
consents as may be required by any governmental, state or other regulatory
body in any part of the world and all necessary filings having been made and all
necessary waiting periods having expired, in each case as a consequence of
the issue of New Shares and/or Preference Shares contemplated by this
Agreement and/or the Preference Share Subscription Agreement;

each Warmanty in Part | of Schedule 3 of this Agreement being true and accurate
in all material respects and not misleading in any material respect as at the date
of this Agreement and remaining true and accurate in all material respects and
not misleading in any material respect on the Circular Posting Date, the
Prospectus Posting Date, at such time as a Supplementary Prospectus shall be
issued in accordance with this Agreement before New Share Admission, at each
Time of Sale (if any) and immediately prior to New Share Admission by
reference to the facts and circumstances then existing;

each Circular Warranty being frue and accurate in all material respects and not
misleading in any material respect on the Circular Posting Date and remaining
true and accurate in alt material respects and not misleading in any material
respect on the Prospectus Posting Date, af such time as a Supplementary
Prospectus shall be issued in accordance with this Agreement before New
Share Admission, at each Time of Sale (if any) and immediately prior to New
Share Admission by reference to the facts and circumstances then exisfing;

each Warranty in Part |l of Schedule 3 of this Agreement being frue and
accurate in all material respects and not misleading in any material respect on
the Prospectus Posling Date and remaining true and accurate in all material
respects and not misleading in any material respect, at such time as a
Supplernentary Prospectus shall be issued in accordance with this Agreement
before New Share Admission, at each Time of Sale (if any) and immediately
pitor to New Share Admission by reference to the facts and circurnstances then
existing;

there being, in the opinion of HM Treasury {acting in goed faith), no Material
Adverse Effect;

there being no contracts or arrangements to which the Company or any
member of the Group are party which would become capable of being
terminated by a party thereto (other than a member of the Group) or would
permit such a party to exarcise a right against a member of the Group or may
otherwise give rise to material adverse conseguences for the Group as a whale,
in each case as a result of the issue of New Shares and/or Preference Shares
contemplated by this Agreement and/or the Preference Share Subscription
Agreement, in each case where this or any other consequences thereof would
be, or would be reasonably likely to be, material in the context of the business
of the Group or the Placing and Open Offer, the Preference Share Subscription,
any acquisition of New Shares, or subscription for the Preference Shares, by
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HM Treasury, Qualifying Shareholdars or Placees, New Share Admission or
post-New Share Admission dealings in the Ordinary Shares;

the delivery to HM Treasury and to the Joint Sponsors, as applicable:

(i) simultaneously with the execution of this Agreement, of the documents
listed in Part | of Schedule 2;

(i) prior to despatch of the Circular, of the documents listed in Part Il of
Schedule 2;

(iii) prior fo the publication of the Prospectus, of the documents listed in
Part Il of Schedule 2;

(iv) at the date of each Supplementary Prospectus, the documents {(or
“bring downs” from such documenis) listed in Part Il of Schedule 2 (as
applicable) requested by the Joint Sponsors and by HM Treasury in
respect of such Supplementary Prospectus and dated as of such date;

(v) at each Time of Sale, if any, the Time of Sale Documents required to be
delivered at such Time of Sale listed in Part IV of Schedule 2;

{vi) immediately prior to New Share Admission, of the documents listed in
Part IV of Schedule 2, and

{vii} immediately prior to Preference Admission, of the documents listad in
Part VI of Schedule 2;

in each case to the extent not already delivered and provided that HM Treasury
shall not be entitled to rely on this condition in the case of non-delivery of any
document which is not material, in the respective judgmenis of HM Treasury
and the Joint Sponsors, in the context of the Placing and Open Offer or the
applications for New Share Admission or Preference Admission;

the GM being duly convened and held no later than the GM Date;

subject to applicable law, (including directors’ fiduciary duties), the Directors
recommending (without gualification and maintaining such recommendation)
that the Company's shareholders vote in favour of the Resolutions;

subject to applicable law, the Directors voting all Ordinary Shares held by them
in favour of the Resolutions;

the Company's shareholders passing the Resolutions (without amendment} at
the GM;

the Prospecius, the Preference Prospectus and, to the extent necessary, the
Circular being approved by the FSA in accordance with the Prospectus Rules,
the Listing Rules and FSMA,;
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the Circular being approved by the Panel in relation to the Whitewash
Resolution;

subject to satisfaction of the condition set out in clause 2.1(S), the Prospectus
being made available to Qualifying Shareholders {other than Prohibited
Shareholders and US Shareholders) with, as relevant, an Application Form, in
accordance with clause 3 and in accordance with the Prospectus Rules and the
Preference Prospectus being published in accordance with the Prospecius
Rules;

subject to satisfaction of the conditions set cut in clause 2.1(8) and clause
2.1(T), the posting to Qualifying Shareholders of the Company (other than
Prohibited Shareholders) of the Circular and the Form of Proxy;

the Company having applied for New Share Admission and admission of the
New Shares to CREST as Paiticipating Securities and all of the conditions to
such admissions having been satisfied, in each case, on or before New Share
Admission;

the Company allofting, subject only to New Share Admission, the New Shares
to the relevant Placees in accordance with clauses 3 and 4 or to HM Treasury
(or its nominee) in accordance with clause 6;

the Subscription and Transfer Agreement and the Option Agreement having
been duly executed, the Subscription and Transfer Agreement relating to the
allotment of the New Shares having become wholly unconditional except for the
condition relating to New Share Admission, each of the parties thereto
complying with its obligations in each of the Subscription and Transfer
Agreement relating to the allotment of the New Shares and the Option
Agreement to the extent that the same fall to be performed prior to New Share
Admission or Preference Admission and there having occuited no default or
breach by any party thereto under either such agreement;

no event referred to in Section 87G of the FSMA arising between the time of
publication of the Prospectus and the time of New Share Admission and no
Supplementary Prospectus being published by or on behalf of the Company
before New Share Admission which, in any of the foregoing cases, HM Treasury
or the Joint Sponsors consider in their respective sole judgment acting in good
faith to be (singly or in the aggregate) material in the context of the business of
the Group, the Placing and Open Offer, the Preference Share Subscription, any
acquisition of New Shares or Preference Shares by HM Treasury, Ordinary
Shareholders or Placees, New Share Admission, Preference Admission or post-
New Share Admission dealings in the Ordinary Shares;

the Company having applied for Preference Admission and admission of the
Preference Shares to CREST as Participating Securities and all of the
conditions to such Preference Admission having been satisfied, in each case,
on or before Preference Admission;

Preference Admission becoming effective on the date of Admission;
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New Share Admission occuriing at or before 8.00 a.m. on 19 Janvary 2009 (or
such later time or date as HM Treasury may agree);

the HBOS Confirmation having been provided to HM Treasury in a form
reasonably satisfactory to it and the confirrnations contained therein not having
been revoked or amended;

the Prospectus containing disclosure of any fact, matier or circumstance as is
material in the context of the Group or the Placing and Open Offer, the
Preference Share Subscnption, any acquisition of New Shares, or subscription
for the Preference Shares, by HM Treasury or New Share Admission or
Preference Admission or post-New Share Admission dealings in the Ordinary
Shares and the Circular containing all such gdisclosures as are required by the
Listing Rules;

the Acquisition having been announced on terms such that, if the Acquisition
bhecomes effective in accordance with its terms, the HBOS Ordinary Shares
shall be acquired by the Company on terms such that, in consideration of the
cancellation or transfer of the HBOS Ordinary Shares, HM Treasury (or its
nominee) shall, to the extent that HM Treasury has received HBOS Ordinary
Shares pursuant to the terms of the HBOS Placing and Open Offer Agreement,
receive ordinary shares in the capital of the Company;

the Panel having consentad to the terms of the revised Acquisition as
announced on the Effective Date and as provided for in condition 2.1(FF)
above;

the Acquisition being subject only to those conditions which are required for
implementation, specifically the requisite shareholder approval, court approval
of the scheme, regulatory clearances without which the Acquisition may not be
implemented and the listing and admission of the Ordinary Shares to be issued
pursuant to such offer;

(a3} the resolutions necessary to implement the Acquisition, including, without
limitation, the Class 1 Resolution and the Acquisition Resolution, having been
approved by the Ordinary Shareholders and the shareholders of HBOS; (b) the
court hearing to sanction the scheme of arrangement pursuant fo the
Acquisition (but not the court hearing in respect of the reduction of capital
pursuant to the Acquisition) having been held and the scheme of arrangement
having been approved by the Court of Session in Scotiand; and (c) the HBOS
Placing and Open Offer Agreement not ceasing, determining or terminating in
accordance with its terms prior to the court hearing in respect of the reduction of
capital pursuant to the Acquisition having been held and the reduction of capital
having been approved by the Court of Session in Scotland; and

the Company allotting, subject only to Preference Admission, the Preference
Shares to HM Treasury in accordance with the Preference Share Subscription
Agreement.
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Subject to the fiduciary dufies of the Directors, the Company shall use all reasonable
endeavours to procure the fulfiiment of the conditions set out in ¢lause 2.1 and, where
applicable, by the times and dates stated therein (or such [ater times and/or dates as
HM Treasury may agree) and shall notify HM Treasury forthwith in the event that the
Company or any of the Directors becomes aware that any of the conditions set out in
clause 2.1 has become or might reasonably be expected to become incapable of
fulfilment by the time and/or date stated in such condition (or such later time and/or date
as HM Treasury may agree) or at all. In addition, the Company shall provide HM
Treasury with such information as it may reasonably require to enable it to ascertain
whether the condition in clause 2.1(M) has been satisfied.

Each Joint Sponsor shall use its reasonable endeavours fo provide to the Company
such assistance as the Company shall reasenably request in connection with the
procedural steps required for the performance of the obligations of the Company set out
in ¢lauses 2.1(8), (W), and (CC).

Each of the Joint Sponsers shall not unreasonably refuse consent to exacuting such
documents and doing such things as the Company and HM Treasury may reasonably
require to grant secunty, and a power of attorney, to the Company over, and in respect
of, the shares in JerseyCo to be subscribed by such Joint Sponsor under the
Subscription and Transfer Agreement and the Oplion Agreement and to JerseyCo over
the bank account to which payments are to be made pursuant to clauses 3.286, 3.27,
3.28 and 6.3, and over all or any rights of the Joint Sponsors or CGMEL to receive
payments for any New Shares to be acquired pursuant to the Placing and Open Offer, in
each case as security for the performance by the Joint Sponsors of their obligations
under such agreements.

Subject to clause 2.8, HM Treasury shall be entified, in its absolute discretion and upon
such terms as it shall think fit, to waive fulfilment of all or any of the conditions set out in
clause 2.1 (other than clauses 2.1(C) to 2.1(F), {R) (save in relation to the Whitewash
Resolution), (S), (CC) and (lI} or to extend the time provided for fulfilment of any of the
conditions set out in clause 2.1 in respect of all or any part of the performance thereof.

The Company shall be entitlied to waive fulfiment of the condition sef out in clause
2.1(G).

If the condition set out in clause 2.1(G) is not satisfied at the time at which all other
conditions set out in clause 2.1 are satisfied or, to the extent permitted, waived, the
parties shall treat such condition as waived (and the Company shall be treated as
having waived such condition) if the relevant matter in respect of which the condition
has not been satisfied is not likely to lead to material consequences for the Company or
the Directors and is not material in the judgment of HM Treasury, the Joint Sponsors or
CGMEL in the context of the Placing, the Open Offer, New Share Admigsion, Acquisition
Share Admission, Preference Admission, post-New Share Admission or post-Acquisition
Share Admission dealings in the Ordinary Shares and, in all cases, for the avoidance of
doubt, taking account of the financial circumstances of the Company.
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(A) any of the conditions set outin clause 2.1 is not fulfilled or, if capable of waiver
pursuant to clause 2.5 or clause 2.6, waived, or treated as waived pursuant to
clause 2.7, by the time and/or date specified therein (or such later time and/or
date as HM Treasury may agree); and

(B) HM Treasury does not consider it to be necessary that the arrangements
contemplated by this Agreement and by the Preference Share Subscription
Agreement proceed io completion in order to maintain the financial stability of
the United Kingdom,

then on notice from HM Treasury to the Joint Sponsors and the Company, the Joint
Sponsors shall, on behalf of the Company, withdraw any application made fo the FSA
and/or the London Stock Exchange in conneciion with New Share Admission and/or
Acquisition Share Admission, the Company shall withdraw any application mads for
Preference Admission, this Agreement shall cease and determine and no party to this
Agreement shall have any claim against any other party to this Agreement for costs,
damages, compensation or otherwise except as provided in clause 2.10.

Without prejudice to the rights of HM Treasury and the Joint Sponsors under clause
13.2, 13.3, 13.4 and 13.5, if any of the conditions set out in clause 2.1 are not fulfilled or,
if capable of waiver pursuant fo clause 2.5 or 2.6, waived, or freated as waived pursuant
to clause 2.7, by the date and/or time specified herein (or such later time as HM
Treasury may agree) and if HM Treasury does consider it necessary that the
arrangemenis contemplated by this Agreement and by the Preference Share
Subscription Agreement proceed to completion in order o maintain the financial stability
of the United Kingdom, HM Treasury shall treat as waived any outstanding conditions in
clause 2.1 (other than any condition referred to as net being waivable by HM Treasury).

Where this Agreement has terminated pursuant to clause 2.8:

(A) such termination shall be without prejudice to any accrued rights or obligations
under this Agreement;

(8) the Company shall pay any commissions, fees and expenses as are payable in
such circumstance under and in accordance with clauses 8.1 and 8.2; and

(C) the provisions of this clause 2.8 and clauses 1, 8, 8.2, 9.3, 8.11, 10, 11, 12, 14,
15, 16, 17, 18 and 19 shall remain in full force and effect.

HM Treasury and the Company shall use all reasonable endeavours to procure that, by
na later than New Share Admission, all approvals, authorisations and consents as may
be required from any government, state or other regulatory body shall have been
obtained in order that the conditions set out in clauses 2.1(G) and 2.1(H) may be
satisfied, The Company and HM Treasury shall co-operaie with each other (at the cost
of the Company) in order that the conditions set out in clauses 2.1(G) and 2.1(H) may
be satisfied, which co-operation shall inciude the Company:;
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{A) promptly providing to HM Treasury and to HM Treasury's lawyers and other
advisers where appropriate, any necessary information and documents
reasonably required for the purpose of obtaining such approvals, authorisations,
permits and consents and making such necessary filings;

(B) promptly notifying HM Treasury or HM Treasury's lawyers and other advisers
where appropriate, of any matenal communications received in the course of
obtaining such approvals, authorisations, permits and consents and making
such necessary filings; and

<) generally supporting HM Treasury in obtaining such approvals, authorisations,
permits and consents and making such necessary filings.

Upon New Share Admission, each of the conditions set out in clause 2.1 shall, to the
extent not fulfilled, be deemed to have been fulfilled or waived.

THE PLACING AND OPEN OFFER AND APPOINTMENTS
The Company hereby:

(A) appoints (i) each of UBS, Merrill Lynch and CGML as joint sponsors in
connection with the applications for New Share Admission, Acquisition Share
Admission and the publication of the Circular, and (ii) each of UBS, Memill Lynch
and CGMEL as joint bookrunners and joint placing agents in connecticn with the
Placing and Open Offer and each of UBS, Merrill Lynch, CGML and CGMEL
accepts such appointments;

(B) confirms that such appointments confer on each of the Joint Sponsors and
CGMEL all powers, autherities and discretions on behalf of the Company which
are necessary for or incidental to the performance of its function as Joint
Sponsor, joint bookrunner and joint placing agent to the Placing and Open Offer
(including the power to appoint sub-agents or to delegate the exercise of any of
its powers, authenities or discretions to such persons as it may think fit); and

(C) agrees to ratify and approve all documents, acts and things which each of the
Joint Sponsors and CGMEL shall lawfully do in the exercise of such
appointments, powers, authorities and discretions.

The Company hereby agrees, subject always to clause 5.1, to invite Qualifying
Shareholders who are not Prohibited Shareholders or US Shareholders by means of the
Prospectus and, as relevant, the Application Form to apply to acquire the New Shares
at the Issue Price and otherwise on the terms and conditions set ouf therein. The
Company shall procure that, under the terms of the Placing and Open Offer, Qualifying
Shareholders who are not Prohibited Shareholders or US Shareholders shall be entitled
(i} to acquire their pre-emptive entitlements, and (i} fo the extent reasonably practicable
(and provided always that Qualifying Shareholders who are not Prohibited Shareholders
or US Shareholders are freated equally) and to the extent that such pre-emptive
eniitlements are not taken up by other Qualifying Shareholders who are not Prohibited
Shareholders or US Shareholders, to apply to acqguire additional New Shares {(gither in
their capacity as Qualifying Shareholders or, if such structure is not reasonably
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practicable, as Placees whose application for additional New Shares the parties hereby
agree will be allocated in full to the extent possible and failing which will be scaled back
on a pro rata basis).

Subject to the next following sentence, each of UBS, Merrili Lynch and CGMEL hereby
agrees severally (and not jointly or joinily and severally), and in reliance on the
representations, warranties and undertakings of the Company set out in this Agreement,
as agent of the Company to use reasonable endeavours to procure Placees to take up
the New Shares on such terms and conditions as may be agreed upon by HM Treasury,
including the Treasury Solicitor, and at a price not lower than the Issue Price, subject to
a right of clawback as a result of the New Shares being acquired under the Open Offer
and otherwise upon and subject to the terms and conditions in the Placing Letters and
on the basis of the information in the other Placing Documenits, it being understood that
if having used such reasonable endeavours, UBS, Merrill Lynch and CGMEL are unable
to procure Placees, or if any Placees who are so procured fail to meet their payment
obligations, for all or any of the New Shares, UBS, Merrill Lynch and CGMEL shall not
themselves be obliged to acquire such New Shares which shall be Residual Shares to
be taken up solely by HM Treasury in accordance with clause 6.3. The obligation of
each of UBS, Mermill Lynch and CGMEL to use reasonable endeavours fo procure
Placees pursuant to the preceding sentence shall not apply until publication of the
Prospectus in accordance with the provisions of this Agreement, provided that each of
UBS, Merrill Lynch and CGMEL shall be permitted to endeaveur to procure Placees
prior to such publication.

Subject to compliance with this clause 3 and with the restricfions in clause 5, each of
UBS, Merrill Lynch and Cifi shall have discretion to procure Placees in the manner and
otherwise as it thinks fit in compliance with applicable laws as are customarily complied
with by banks of international reputation, including the last time at which Placing Letters
may be despatched, allocations pursuant thereto may be made and acceptances
pursuant thereto received.

UBS, Merrill Lynch and Citi will procure that a schedule is delivered to the Company (or
the Registrar on behalf of the Company) and to HM Treasury no later than 5.00 p.m. on
the third Business Day following the Closing Date following completion of the procedure
sef out in clause 3.4 showing the names and registration details of Placees allocated
Non-Accepted Shares (and the number of New Shares comprised in such allocations)
and shall specify whether such shares are to be issued in certificated or unceriificated
form together with details of (and the number of New Shares comprised in) the
proposed number of Residual Shares io be acquired by HM Treasury {(or its nominee)
pursuant to clause 6.3 {the “Placing Schedule™). HM Treasury, the Company and the
Joint Sponsors will consul{ each other in respect of, and agree a final version of, the
Placing Schedule within one Business Day of this date of its delivery pursuant to this
clause 3.5.

Without prejudice to the Joint Sponsors’ obligations under Chapter 8 of the Listing

Rules, the Company acknowledges and agrees that none of the Joint Sponsors nor
CGMEL nor HM Treasury is responsible for and has not authorised and will not
authorise the contents of any Issue Document and that none of the Joint Sponsors nor
CGMEL nor HM Treasury shall be responsible for verifying the accuracy, completeness
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or fairness of any information in any of the Issue Documents (or any supplement or
amendment to any of the foregoing).

The Company consents to each Joint Sponsor disclosing to the FSA at any time before
or after New Share Admission or Acquisition Share Admission, any information that such
Joint Sponsor is required to disclose to satisfy its obligations as a sponsor under the
Listing Rules and/or the DTRs provided that, where legally permitted and practicable,
such Joint Sponsor notifies the Company prior fo making, and consults as to the timing
and manner of, such disclosure.

The Company confirms that it will appoint a receiving agent to act as registrar and
receiving agent in connection with the Placing and Open Offer and that the Receiving
Agent will be admitted as registrar and receiving agent in respect of CREST.

The Company shall give all such assistance and provide all such information as each of
the Joint Sponsors and the Joint Bookrunners may reasonably require for the making
and implementation of the Placing and Open Offer, including New Share Admission and
Acquisition Share Admission, and will de {or procure to be done) all such things and
execute {(or procure to be executed) all such documents as may be reasonably
necessary ofr desirable to be done or executed by the Company or by its officers,
employees of agents in connection therewith.

UBS, Merrill Lynch, CGML and the Company agree to use their respective reasonabie
endeavours ic finalise the Option Agreement and Subscription and Transfer Agreement
50 as to give effect to the arrangements intended to be cbntemplated by such
agreements, provided that such arrangements reflect any requirements of UBS, Merrill
Lynch and CGML, acling reasonably, to enable them to comply with any regulatory
provisions applicable to them and to enter into those agreements as soon as reasonably
practicable and o execute such documents and do such things as may be necessary or
desirable to implement such arrangements. Finalisation of the Oplion Agreement and
the Subscription and Transfer Agreement and the mechanical and cash-flow
arrangements related thereto (including those in support of the arrangements provided
in clauses 2.3, 3.26 and 3.27 and the arrangements for the provision of security for the
transfer of the Consideration Shares contemplated by clause 2.34) shall require the
prici approval of HM Treasury (not to be unreasonably withhekd).

The Company undertakes that it shall release the Prass Announceiment to a Regulatory
Information Service at, or as soon as practicable after, 7.00 a.m. on the Effective Date.

The Company undertakes to:
(A) make an application:
(i) (within the meaning of and for the purposes of the Prospectus Rules) to
the FSA for the approval of the Prospectus, the Preference Prospectus

and the Circular; and

(i) to the Panel for the approval of the Circular in relation to the Whitewash
Resolution; and
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apply to the FSA and to ihe London Stock Exchange for New Share Admission
and Acquisition Share Admission and to the FSA and to the London Stock
Exchange for Preference Admission and further undertakes to provide such
information, supply and/or execute such documents, pay such fees, give such
undertakings and do all such acts and things as may be required (a) by the UK
Listing Authority and the London Stock Exchange for the purposes of obtaining
formal approval of the Circular and the Prospectus, the Preference Prospectus,
any Supplementary Prospecius and any Supplementary Preference Prospectus
and obtaining New Share Admission, Acquisition Share Admission and
Preference Admission, and (b) to comply with the Listing Rules, the Prospectus
Rules, the Admission and Disclosure Standards, FSMA and the Companies
Acts, and (c) by the UK Listing Authority for the passporting of the Prospecius
into any Relevant Member State in which New Shares will be offered to the
public {within the meaning set out in clause 5.6) for the purposes of the
Prospectus Directive, and (d) by Euroclear for the purposes of obtaining
permission for the admission ¢of the New Shares, the Acquisition Shares and the
Preference Shares as Participating Securities in CREST and (e) by the FSA and
the London Stock Exchange, in each case to obtain the grant of New Share
Admission, Acquisition Share Admission and/or Preference Admission, as the
case may be. Subject to the fiduciary duties of the Directers, the Company will
use all reasonable endeavours to obtain the grant of New Share Admission
{subject only to the allotment of the New Shares) and of Preference Admission
(subject only to the allotment of the Preference Shares) by no later than 8.00
a.m. on 19 January 2009 (or such later time or date as HM Treasury may agree
in writing).

The Company undertakes that it shall not include any reference to HM Treasury or the
Joint Sponsors in any of the Issue Documents without the prior written consent of HiVi
Treasury or the Joint Sponsors, as applicable.

Subject to obtaining the approval of the Circular by the FSA and the Panel in relation to
the Whitewash Resolution, the Company shall procure that:

{A)

(8)

the Circular and the Forms of Proxy are posted to Qualifying Shareholders
(other than Prohibited Shareholders) on the Circular Posting Date; and

a copy of the Circular is filed with the FSA pursuant to the Listing Rules and, if
required, with the Panel.

Subject to obtaining the approval of the Prospectus by the FSA and such other
regulators as may be appropriate the Company shall procure that;

(A)

B)

the Prospectus is made availabie to Qualifying Shareholders (other than
Prohibited Shareholders and US Shareholders) in accordance with the
Prospecius Rules subject {o clause 5,

a copy of the Prospectus is filed with the FSA pursuant to the Prospectus Rules;
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(C) copies of the Prospectus, together with any other required documents, are
made available to the public by or on behaif of the Company in accordance with
the Prospecius Rules;

(D) Application Forms are posted to, amongst others, all Qualifying Non-CREST
Shareholders {other than Prohibited Shareholders and US Shareholders) with
the Prospectus; and

(E) the Open Offer Entitlements of Qualifying CREST Shareholders (other than
Prohibited Shareholders and US Shareholders) are credited to their respective
stock accounts on the first Dealing Day after the Ordinary Shares go ‘ex’ the
entitlement to apply under the Open Offer.

Subject to obtaining the approval of the Preference Prospectus by the FSA and subject
to clause 5, the Company shall procure that:

(A} a copy of the Preference Prospectus is filed with the FSA pursuant to the
Prospectus Rules; and

(8) copies of the Preference Prospectus, together with all other required
documents, are made available to the public by or on behalf of the Company in
accordance with the Prospectus Rules.

As soon as practicable after the Prospecius Posting Date, the Company shall procuse
delivery to Euroclear of security application forms in a form acceptable to HM Treasury
and to the Joint Sponsors and CGMEL, acting reasonably, in respect of the Open Offer
Entitlements, the New Shares and the Acquisition Shares and the Company undertakes
to use reasonable endeavours to obtain permission for the admission of each of the
Open Offer Entitlements, the New Shares and the Acquisition Shares as a Participating
Security in CREST.

On the Circular Posting Date, prior to the despatch of the Circular, the Company shall
deliver, or procure there are delivered, to the Joint Sponsors and fo HM Treasury those
documents listed in Pait I of Schedule 2.

On the Prospectus Posting Date, prior to publication of the Prospectus and on the date
on which any Supplementary Prospectus is published, prior to the publication of such
Supplementary Prospectus, the Company shall deliver or procure there are delivered o
the Joint Sponsors and to HM Treasury those decuments listed in Part 1l of Schedule 2.

At or with respect fo the date of any Time of Sale, the Company shall deliver or procure
there are delivered fo the Joint Sponsors and to HM Treasury the documents listed in
Part IV of Schedule 2.

The Company authorises the Joint Sponsors to date the Enablement Letter and deliver
it to Euroclear.

Subject always to the fiduciary duties of the Directors, the Company shall procure that
the GM is duly convened and held no later than 20™ November 2008 and that the
Resolutions are proposed at it




3.23

3.24

3.25

3.26

3.27

35

Subject to clause 3.24, neither the Placing and Open Offer nor the Acquisition, nor any
of their respective terms and conditions shall be varied, extended, amended or
withdrawn without the prior written consent of HM Treasury, except as required by any
applicable law or regulation.

if at any time between the Prospectus Posting Date and the Closing Date: (i) any event
shall have occurred as a result of which the Prospectus, as amended or supplemented
from time to time, would include an untrue statement of a material fact or omit to state
any material fact necessary in order to make the statements therein, in the light of the
circumstances under which they were made when such document is delivered, not
misleading, or if for any other reason, including compliance with Seciion 87G of FSMA,
it shall be necessary to amend or supplement the Prospectus, the Company will
{without prejudice to the rights of HM Treasury and the Joint Sponsors under this
Agreement) promptly:

(A) notify HM Treasury and the Joint Sponsors of the relevant circumstances;

(B} consult with HM Treasury and the Joint Sponsors in considering any
requirement to publish a Supplementary Prospectus;

(9 consult with HM Treasury and the Joint Sponsors as to the contents of any
Supplementary Prospectus and comply with all reasonable requirements of in
relation thereto; and

(D) publish such Supplementary Prospectus in such manner as may be required by
the Prospectus Rules,

and the provisions of this clause 3.24 shall apply mutatis mutandis in respect of the
Preference Prospecius (save that references to the Joint Sponsors shall not so apply).

On the Prospectus Posting Date, each of UBS, Merill Lynch and CGML shall deliver to
the Company and to HM Treasury an original of the Subscription and Transfer
Agreement and the Option Agreement, each duly executed by UBS, Merrill Lynch and
CGML.

As between the Company and UBS, any amounts received by UBS in respect of the
New Shares whether from applicants for New Shares pursuant to the Open Offer,
Placees or HM Treasury (in accordance with clauss 8} shall be received by UBS and
the Company shall have no rights to receive such amounts from UBS or froim any
acquiror of such New Shares. Such amounts shall be paid by applicants for the New
Shares to be issued pursuant to the Open Offer, by Placees and by HM Treasury, in
each case as applicable, into a bank account approved by HM Treasury, being an
account established on terms approved by HM Treasury, acting reasonably.

As between the Company and Merrill Lynch, any amounts received by Merrill Lynch in
respect of the New Shares whether from applicants for New Shares pursuant to the
Open Offer, Placees or HM Treasury (in accordance with clause 6) shall be received by
Merrill Lynch and the Company shall have no rights to receive such amounts from
Merrill Lynch or from any acquiror of such New Shares. Such amounts shall be paid by
applicants for the New Shares to be issued pursuant fo the Open Offer, by Placees and
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by HM Treasury, in each case as applicable, into a bank account approved by HM
Treasury, being an account established on terms approved by HM Treasury, acting
reasonably.

As between the Company and CGMEL, any amounts received by CGMEL in respect of
the New Shares whether from applicants for New Shares pursuant to the Open Offer,
Placees or HM Treasury {(in accordance with clause §) shall be received by CGMEL and
the Company shall have no rights to receive such amounts from CGMEL or trom any
acquiror of such New Shares, Such amounis shall be paid by applicants for the New
Shares to be issued pursuant to the Cpen Offer, by Placees and by HM Treasury, in
each case as applicable, info a bank account approved by HM Treasury, being an
account established on terms approved by HM Treasury, acting reasonably.

Feor the avoidance of doubt, nothing in this Agreement confers or imposes on any
Placee (including HM Treasury) any right or obligation (conditional or otherwise) to
subscribe for or acquire any JerseyCo Preference Shares or JerseyCo Ordinary Shares.

The Company shall procure that New Share Admission and Preference Admission shall
occur after the fime at which the court approves the scheme of arrangement to effect
the Acquisition but before the time at which the court approves the associated reduction
of the share capital of HBOS such that the condition set out in Clause 2.1(FF) is
satisfied.

On the Open Offer Date, the Company shall deliver or procure that there are delivered
to the Joint Sponsors (a) four certified copies of the resolution of the Board of Directors
(or of the duly authorised Committee of such Board) approving and authorising the
issue of the Application Form and any other documents to be issuved on the Open Offer
Date (and, if the said resolution is of such a Committee, a certified copy of the resolution
of the Board of Directors appointing such Committee), {b) four copies of the Application
Form, and (i) four copies of any other document issued on the Open Offer Date,

Immediately prior to New Share Admission, the Company shall deliver or procure that
there are delivered to the Joint Sponsors and to HM Treasury those documents listed in
the Pari IV of Schedule 2.

Immediately prior to Acquisition Share Admission, the Company shall deliver or procure
that there are delivered to the Joint Sponsors those documents listed in Part V of
Schedule 2.

Immediately prior to Preference Admission, the Company shall deliver to HM Treasury
those documents listed in Part VI of Schedule 2.

The Company shall procure (o the extent that it lies in its power to do so) to be
communicated or delivered to the Joint Sponsors and the Joint Bockrunners all such
information and documents (signed by the appropriate person where so required) as the
Joint Sponsors and the Joint Bockrunners may reasonably require to enable them to
discharge their obligations hereunder and pursuant to or in connection with obtaining
New Share Admission, Acquisition Share Admission, Preference Admission, the Placing
and Open Offer or as may be required to comply with the requirements of the FSMA,
the FSA or the London Stock Exchange.
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The Company confirms to the Joint Sponsors and to HM Treasury that a meeting or
meetings of the Board has been held (and/or, in the case of (C), (E) and {F) below,
undertakes to hold such a meeting} which has (or will have, as the case may be):

(A) authorised the Company (o enter into and perform its obligations under this
Agreement and the Preference Share Subscription Agreement;

(8) approved the form and release of the Press Announcement and the making of
the Acquisition;

{C) approved the form of the Circular, Prospecius, and Form of Proxy and
authorised and approved the publication of the Circular, Prospectus, the Form
of Proxy, each of the other Issue Documents and all other documents
connected with the Placing and Open Cffer, New Share Admission, Acquisition
Share Admission and Preference Admission, as appropriate;

(D) approved the making of the Placing and Open Offer and the allotment of
Preference Shares under the Preference Share Subscription Agreement;

(E) approved the making of the applications for New Share Admission, Acquisition
Share Admission and Preference Admission; and

(F) authorised {or authorise, as the case may be) all necessary steps to be taken
by the Company in connection with each of the above matters.

The Company irevocably authorises each of the Joint Sponsors and each of the Joint
Bookrunners to give fo the Registrars and/or Euroclear any instructions consistent with
this Agreement and/or the Issue Documents that it reasonably considers to be
necessary for, or incidenial to, the performance of its functions as joint sponsor or joint
bookrunner or placing agent (as the case may be).

The Company acknowiedges that the Joint Sponsors’ responsibilities as sponsors
pursuant {o the Listing Rules are owed solely lo the FSA and that agreeing to act as
sponsor does not of itself extend any duties or obligaiions to any one else, including the
Company.

ALLOTMENT OF THE NEW SHARES, CONSIDERATION AND REGISTRATION

The Company shall, prior to New Share Admission, pursuant to a resolution of the
Board, allot, conditicnal only on New Share Admission, the New Shares to the Open
Offer Acceptors in each case in accordance with the terms of the Open Offer
Documents.

The Company shall, in relation to the Placing, as soon as reasonably practicable
following receipt of the Placing Schedule and in any event (subject only to such receipt)
prior to New Share Admission:

(A) as regards the New Shares reguired by Placees to be certificated shares,
pursuant to a resolution of the Board, allot, conditional only upon New Share
Admission, such New Shares as certificated shares, subject to the prior consent
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of HM Treasury and to the terms of the Placing Documents, to the Placees of
such New Shares in the proportions set out in the Placing Schedule; and

(B) as regards the New Shares which are required by Placees to be uncertificated
shares, pursuant fo a resolution of the Board, allot, conditional only upon New
Share Admission, such New Shares as uncertificated shares, subject to the
prior consent of HM Treasury and to the terms of the Placing Documents:

(i) in the case of Placees procured by UBS, to such CREST account of
such entity as will be noftified by UBS to the Company no later than five
Business Days prior to New Share Admission, such persen to hold such
New Shares as nominee for such Placees;

(i) in the case of Placees procured by Merrill Lynch, to such CREST
account of such entity as will be notified by Mermill Lynch to the
Company no later than five Business Days prior to New Share
Admission, such person to hold such New Shares as nominee for such
Placees; and

(iii) in the case of Placees procured by Citi, to such CREST account of such
entity as will be notified by Citi fo the Company no later than five
Business Days prior to New Share Admission, such person to hold such
New Shares as nominee for such Placees.

The consideration for the allotment and issue of the New Shares fo the Open Offer
Acceptors and the Placees pursuant to clauses 4.1, 4.2 and 6.3 shall be the transfer to
the Company by one of the Joint Sponsors (or a third party to whom its obligations
under the Subscription and Transfer Agreement are novated), in its capacity as
subscriber for the Consideration Shares, of the Consideration Shares pursuant to the
Subscription and Transfer Agreement. Subject to New Share Admission taking place,
one of the Joint Sponsors (or a third party to whom its obligations under the
Subscription and Transfer Agreement are novated) shall, as shall be set out in the
Subscription and Transfer Agreement and in its capacity as subscriber for the
Consideration Shares, deliver to, or as may be directed by, the Company duly executed
instruments of transfer in respect of the Consideration Shares held by it, by which the
Consideration Shares are transferred to the Company (or such persons as the
Company may direct). For the avoidance of doubf, the Joint Sponsors will be under no
ohligation to subscribe for Consideration Shares in an amount in excess of the amount
received by them (a) from Placees (other than HM Treasury); (b) from Qualifying
Shareholders accepting the Open Offer; and (¢) from HM Treasury.

Following delivery of the instruments of transfer in respect of the Consideration Shares
in accordance with clause 4.3, the Company shall procure that the Receiving Agent will,
without delay on the day of New Share Admission:

(A) effect the registration, without registration fee, of the persons referred to in
clauses 4.1 and 4.2(B) above and, as appropriate, HM Treasury (or its nominee)
in accordance with clause 6.3, as the holders of the relevant New Shares and
shall procure that such New Shares are credited to any relevant accounts as
specified in CREST (without charging any administration fee), and
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(B) effect the registration, without registration fee, of the Placees referred to in
clause 4.2(A) in the register of members and to issue definitive certificates,

The New Shares will, as from the date when they are issued, rank pari passu in all
respects with, and be identical to, the Ordinary Shares then in issue and will rank in full
for all dividends and other distributions declared, made or paid on the Ordinary Shares
after such date of issue. The New Shares and the Preference Shares shall be allotted
and issuad free from all Adverse Interests.

OVERSEAS SHAREHOLDERS

The Company shall procure that no Application Forms and no copies of the Prospectus
(or any Supplementary Prospectus) shall be posted to Prohibited Shareholders or US
Shareholders and that no Open Offer Entitlements are credited to stock accounts in
CREST of Prohibited Shareholders or US Shareholders unless they have supplied the
Company with an address in the United Kingdom for the giving of notices to them.

The Application Forms, together with the Prospectus and any Supplementary
Prospectus shall specify, to the reasonable satisfaction of the Joint Sponsors and
CGMEL, such procedures as to ensure that no New Shares are credited to the account
or for the beneiit of any person located in the United States unless they have
established to the reasonable safisfaction of the Company that, in the case of US
Shareholders, they are qualified institutional buyers (*QIBs”) as defined in Rule 144A
under the Securities Act ar accredited investors as defined in Rule 501 under the
Securities Act, or in the case of Prohibited Shareholders, they may take up their
entitlements to the New Shares in accordance with an applicable exemption from local
securities laws.

The Company shall not without the written consent of the Joint Sponsors and CGMEL,
not to be unreasonably withheld, make the New Shares available io the holders of
American Depositary Shares representing the Ordinary Shares with respect to any
Ordinary Shares underlying such holder's American Depositary Shares.

Each of the Joint Sponsors and CGMEL (severally and not jointly or jointly and
severally) and the Company acknowledges and agrees that offers and sales of New
Shares will be made as described in the Prospecius and in accordance with the terms
of this Agreement. The rights of Prohibited Shareholders and US Shareholders to
participate in the Open Offer and Placing shall be limited as set out in the Prospectus
and in this Agreement.

It is agreed and understood that the New Shares do not meet the eligibility requirements
of Rule 144A under the Securifies Act.

Each of the Company and the Joint Sponsors and CGMEL (severally and not jointly or
jointly and severally} confirms and agrees that, except in relation to each Member State
of the EEA which has implemented the Prospectus Directive (each a “Relevant
Member State”), none of the New Shares have been or will be offered to the public for
the purposes of the Prospectus Directive in that Relevant Member Siate prior to the
publication of a prospecius in relation to the New Shares which has been approved by
the competent authority in that Relevant Member State or, where appropriate, approved
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in another Relevant Member State and notified to the competent authority in that
Relevant Member State, all in accordance with the Prospectus Directive, except:

(A) to legal entities which are authorised or regulated to operate in the financial
markets or, if not 50 authorised or regulated, whose corporate purpose is solely
to invest in securities;

(B) to any legal entity which has two or more of:
i an average of at least 250 employees during the last financial year;
(i) a total balance sheet of more than €43,000,000; and

(i) an annual net turnover of more than €50,000,000, as shown in its last
annual or consolidated accounts; or

()] in any other circumstances which do not require the publication by the
Company of a prospectus pursuant to Article 3 of the Prospectus Directive,

provided that no such offer of any New Shares shall result in a requirement for the
publication of a prospectus pursuant to Arficle 3 of the Prospectus Directive or any
measure implementing the Prospectus Directive in the Relevant Member State,

For the purposes of this provision, the expression an "offer of New Shares to the
public” in relation fo any New Shares in any Relevant Member State means the
communication in any form and by any means of sufficient information on the terms of
the offer and the New Shares to be offered so as to enable an investor to decide to
purchase or subscribe for the New Shares, as the same may be varied in that Member
State by any measure implementing the Prospectus Directive in that Member State.

Each of the Company, HM Treasury and the Joint Sponsers and CGMEL (severally and
not jointly or jointly and severally) acknowledges and agrees that the New Shares and
the Open Offer Entitlements have not been and will not be registered under the
Securities Act and may not be offered or sold except in accordance with Rule 903 of
Regulation S, to QIBs or to certain pre-identified US employees of the Company who
are accredited investors (as defined in Rule 501 under the Securities Act) only if such
emplcyees have executed and delivered to the Company an investor letter in a form
reasonably satisfactory to the Joint Sponsors, CGMEL and HM Treasury, in each case
pursuant to an exemption from, or in a transaction not subject {o, the registration
reguirements of the Securities Act.

Each of the Company, HM Treasury and the Joint Sponsors and CGMEL (severally and
not jointly or jointly and severally) represents, warrants and agrees that it:

{A) has not engaged and will not engage in any directed selling efforts (within the
meaning of Regulation S} in the United States with respect to the New Shares;

(B) has not offered or sold and will not offer or sell New Shares in the United States
by means of any form of general solicitation or general advertising within the
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meaning of Rule 502(¢) under the Securities Act or in 2 manner involving a
public offering within the meaning of Section 4(2) of the Securities Act;

{C) has only solicited and will only solicit subscriptions of and has only offered or
s0ld and will only offer or sell the New Shares;

(i} fo persons that it reasonably believes are QIBs pursuant to an
exemption from, or in a transaction not subject to, the reqgistration
requirements of the Securities Act, ("QIB Purchasers™} and only if such
Q1B Purchasers, have executed and delivered an investor letter in the
form of Schedule 5 of this Agreement, which in the case of the Joint
Sponsors does not need to be until the delivery of any New Shares to
any such QIB Purchasers;

(i) fo certain pre-identifieg US employees of the Company who are
accredited investors (as defined in Rule 501 under the Securities Act)
only if such employees have executed and delivered to the Company an
investor letter in a form reasonably satisfactory to the Joint Sponsors
and CGMEL in accordance with an applicable exemption from local
securities laws;

(iii) in reliance upon and in compliance with Regulation S; or
(iv) to Prohibited Shareholders in accordance with an applicable exemption
from local securities laws and in reliance upon and in compliance with
Regulation S; and
(D) has complied and will comply with all applicable provisions of FSMA and all
other applicable securities laws with respect to anything done by it in relation to
any New Shares in, from or otherwise involving the United Kingdom.
The Company acknowledges and agrees that it has not, directly or indirectly:
(A) made nor will it make offers or sales of any security;
(B) solicited nor will it solicit offers or sales of any security;
{C) otherwise negotiated nor will it negotiate in respect of any security;

(D) taken nor will it take any other action,

in any of the foregoing cases under circumstances that would require registration of the
New Shares under the Securities Act.

For so long as any New Shares are “restricted securities” within the meaning of Rule
144(2)(3) under the Securities Act, the Company will during any period in which it is
neither subject to Section 13 or 15(d)} of the Exchange Act nor exempt from reporting
pursuant to Rule 12g3-2(b) thereunder, provide fo any holder or beneiicial owner of
such restricted securities or to any prospective purchaser of such restricted securities
designated by such holder or beneficial owner, upon the request of such holder,
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beneficial owner or prospective purchaser, the information required to be provided by
Rule 144A(d}{4) under the Securities Act; this undertaking is also for the benefit of the
holders and beneficial owners from time to time of such restricted securities and
prospective purchasers designated by such holders or beneficial owners from time to
time.

The Company shall ensure that each of its Affiliates and each person acting on behalf of
the Company or its Affiliates (other than the Joint Sponsors or Joint Bockrunners and
their respective Affiliates and persons acting on behalf of any of the Joini Sponsors or
Joint Bookrunners and their respective Affiliates) has complied and will comply with
clauses 5.6, 5.7, 5.8 and 5.9.

Each of the Joint Sponsors and CGMEL shall ensure that each of its Affiliates and sach
person acting on its behalf or on behalf of its Affiliates has complied and will comply with
clauses 5.6, 5.7, and 5.8.

HM TREASURY ACQUISITION
For the purposes of this clause &:

(A) *Acceptad Shares” shall mean any New Shares in respect of which an
Acceptance has been made before 11.00 a.m. on the Closing Date;

(B} “Non-Accepted Shares” shall mean any New Shares which are not Accepted
Shares together with any New Shares which are treated as Non-Accepled
Shares pursuant to clauses 6.1(C); and

(C) the Coimpany shall, with the consent of HM Treasury, be entitled to treat as Non-
Accepted Shares:

(i) any New Shares comprised in an Acceptance which has been validly
rejected by the Company, with the consent of HM Treasury, not later
than 2.00 p.m. on the Closing Date in accordance with the terms of the
Open Offer, by reason of insufficient evidence as to identity having been
received by that time in accordance with the procedures maintained by
the Registrars under the Money Laundering Regulations 2007,

(ii) any New Shares comprised in an Acceptance which has been validly
withdrawn pursuant to the rights of investors to withdraw acceptances in
accordance with Section 87Q of FSMA:

i) any New Shares comprised in an Acceptance in respect of which
cleared payment has not been received by 5:00pm ¢n the third
Business Day following the Closing Date (the "Relevant Time"); and

{iv) any New Shares comprised in any other Acceptance which the
Company, with the consent of HM Treasury, has elected not later than
2.00 p.m. on the Closing Date to treat as invalid, in accordance with the
terms of the Open Offer.
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Without prejudice to clause 8, if there are no Non-Accepted Shares, obligations with
regards to Non-Accepted Shares under this clause 6 will cease.

if by the Relevant Time there are Non-Accepted Shares for which no Placees have
been arranged and consented to by HM Treasury (being “Residual Shares™) and
subject to the conditions set out in clause 2.1 having been satisfied or, where permitted
by clauses 2.5 to 2,7, waived or treated as waived and to this Agreement not having
been terminated under clause 2.8 or ¢lause 13, and subject to clause 8.4, HM Treasury
shall itself (or shall procure that its nominee shall) acquire such Residual Shares at the
Issue Price and on the terms, subject to the conditions and on the basis of the
information contained in the Issue Documents and in reliance on the Warranties given
under clause 10 and HM Treasury shall, on the daie of New Share Admission, pay the
relevant acquisition monies to the bank account referred fo in clause 2.4 which shall
constitute a complete discharge of HM Treasury's obligations to make payment in
respect of the Residual Shares. [f, following the Relevant Time, payment is
dishonoured in respect of any Acceplances previously made, the relevant New Shares
shall be dealt with in accordance with the terms of the Open Offer and shall not be
Residual Shares.

As between the Company and the Joint Bookrunners and CGML, any amounts received
by the Jeint Bookrunners and CGML under clause 6.3 or from Placees or from Ordinary
Shareholders shall be received and held by the relevant Joint Bookrunner, and the
Company shall have no right to receive such amounts from the Joint Bookrunners or
HM Treasury. Such amounts will be received by the Joint Bookrunners and shall be
apptied in payment for the JerseyCo Preference Shares.

If HM Treasury (or its norninee) acquires New Shares pursuant to this clause 6, it has, in
addition to any other rights and remedies it may have, the rights and remedies of a
person acquiring New Shares on the basis of the issue Documents.

If HM Treasury (or its nominee) acquires New Shares pursuant to this clause 6, then the
Company agrees that it shall, on the date of New Share Admission, enter into a
registration rights agreement with HM Treasury in form and substance reascnably
satisfactory to HM Treasury and the Company.

Without prejudice to the obligations of UBS, Merrill Lynch and Citi pursuant to clause
3.5, the Company confirms to the Joint Bookrunners that any information which the
Joint Bookrunners may obtain as to whether or not Placees have been procured to take
up any Non-Accepted Shares or, if any such Placees have been so procured, as to the
identities of any such persons, is not information obiained by the Joint Bookrunners as
financial advisers to the Company. Accordingly {and notwithstanding any relationship
which Joint Bookrunners may have with the Company as financial adviser), the Joint
Bookrunners shall be under no obligation to disclose to the Company any of such
information.

Without prejudice to the condition in clause 2.1(Z), in the event that a Supplementary
Prospectus is issued by the Company two or fewer Business Days prior to the Closing
Date (or such later date as may be agreed between the parties) all references fo the
Closing Date in this Agreement (other than in this clause 8.8) shall be deemed to be the
date which is three Business Days after the date of issue of the Supplementary
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Prospectus and all dates in this Agreement referenced to the Closing Date (exciuding,
without limitation, the date specified in clause 2.1(CC) (or such later date as HM
Treasury may agree)) shall also be extended mutatis mutandis and the obligations of
the parties under this Agreement shall, to the extent applicable, be required to be
performed by the relevant party by reference to such extended dates.

Each party shall execute such documents (including, without limitation, any agreement
varying the terms of this Agreementi) and do such acts and things as may be required
for the purpose of giving full effect to the extension of the timetable for the Placing and
Open Offer as contemplated by clause 6.8 above,

CAPACITY

Any transacticn cairied out by the Joint Bookrunners pursuant to clause 3.3 will
constitute a fransaction carried out in the capacity of agent ai the request of the
Company and not in respect of the Joint Bookrunners' own account,

Naotwithstanding that the Joint Bookrunners may act as the Company's agent in
connection with the Placing and Open Offer, the Joint Bookrunners and any of their
respective Affiliates andfor their agents may:

(A) receive and keep for their own benefit any commissions, fees, brokerage or
other benefits paid to or received by them in connection with the Placing and
Open Offer and shall not be liable to account to the Company for any such
commissions, fees, brokerage or other benefits; and

(B} acting as investors for their own account, take-up their entitiements to, or
subscribe for or purchase, New Shares in the Open Offer and, in that capacity,
may retain, purchase, sell or offer to sell for their own account(s) such New
Shares and any securities of the Company or related investments issued
otherwise than in connection with the Placing and Open Offer.

The Joint Bookrunners will not be responsible for any loss or damage to any persen
arising from any insufficiency or alleged insufficiency of the amount obtained from the
Placing, the Open Offer or the Preference Share Subscription or from the fiming of any
such fransaction.

The Company acknowledges and agrees that HM Treasury and the Joint Sponsors and
the Joint Bookrunners are acting solely pursuant to a contractual retationship with the
Company on an arm's length basis with respect to the Placing and Open Offer and the
Preference Share Subscription (including in connection with determining the terms of
the Placing and Open Offer and the Preference Share Subscription) and not, in relation
to the Placing and Open Offer or the Preference Share Subscription, as financial
advisers (except in the cases of UBS, Merrill Lynch and Citi, solely on and subject to the
strict terms of the Engagement Letters) or fiduciaries to the Company or any other
person. Additionally, the Company acknowledges that neither HM Treasury nor the
Joint Sponsors nor CGMEL are advising the Company or any ofher persoen as fo any
legal, tax, investment, accounting or regulatory matters in any jurisdiction. The
Company shall consult with its own advisors concerning such matters and shall be
responsible for making its own independent investigation and appraisal of the
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transactions contemplated hereby and neither HM Treasury nor the Joint Sponsors nor
the Joint Bookrunners shall have any responsibility or liability to the Company with
respect thereic. The Company further acknowledges and agrees that any review by
HM Treasury and/or the Joint Sponsors andfor the Joint Bookrunners {or their
respective advisers and agents) of the Company, the Placing and Qpen Offer, the Issue
Documents and other matters relating thereto will be performed solely for the benefit of
HM Treasury and/or the Joint Sponsors andfor the Joint Bookrunners, as relevant, and
shall not be on behalf of the Company or any other person. This is without prejudice to
any obligations of the Joint Sponsors under the FSA Rules, including any obligations to
make recommendations to the Company conceming the pricing and allocation of the
Placing and Open Offer under the Engagement Letters.

FEES, COMMISSIONS, EXPENSES AND VAT

Subject to clause 8.2, in consideration of HM Treasury and the Joint Sponsors and Joint
Bookrunners agreeing to provide their services under this Agreement, the Company
shall pay:

A) to HM Treasury a commission of 0.5 per cent. of the aggregate value of the
New Shares at the Issue Price per New Share;

(8} subject to New Share Admission occurring, to HM Treasury a further
cornmission of 1 per cent. of the aggregate value of the New Shares acquired
by Placees (including for the avoidance of doubt HM Treasury) at the Issue
Price per New Share; and

(C) each of HM Treasury's and the Joint Sponsors' and CGMEL's legal and other
costs and expenses {properly incurred in the case of the Joint Sponsors) and
the costs and expenses of HM Treasury's financial advisers, in each case
incurred for the purpose of or in connection with the Placing and Open Offer, the
Preference Share Subscription or any arrangements referred te in, or
contemplated by, this Agreement, the Preference Share Subscription
Agreement or the Placing Letters.

With respect to the fees, commissions and expenses payable pursuant fo clause 8.1
above:

(A) the commissions referred to in clause 8.1(A) shall be payable on the earlier of
New Share Admission and the second Business Day afier the day on which this
Agreement is terminated,

(8) the commissions referred to in clause 8.1(8) shall be payable on the date of
New Share Admission; and

<) the expenses referred to in clause 8.1(C) shall be payable whether or not this
Agreement becomes unconditional or is terminated for any reason and shall be
payable on the earlier of New Share Admission and the second Business Day
after the day on which this Agreement is terminated.
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Each of the Joint Sponsors and CGMEL shall agree with the Company the amount of
any fee to be paid by the Company to the relevant Joint Sponsor and CGMEL for the
services to be performed by such Joint Sponsor and CGMEL under this Agreament.
The Company and the relevant Joint Sponsor shall consult with HM Treasury prior to
agreeing such fee.

HM Treasury may deguct the amount of the commissions and expenses payable under
clause 8.1 fogether with, in each case, an amount in respect of any VAT chargeable
therson, from any payment to be made by HM Treasury to the Company under clause
§.3. For the avoidance of doubt, HM Treasury acknowledges and agrees that the
Company shall not be required to pay any commission except that provided for in
clauses 8.1(A) and 8.1(B} in respect of any New Shares acquired by Placees other than
HM Treasury. As such, any commission payable to such Placees shall be subject to
separate negotiation between HM Treasury and the relevant Placees,

Without prejudice to clause 8.1(C), the Company shall bear all reasonable costs and
expenses of or incidental to the Placing and Open Offer and the maiters contemplated
by this Agreement, the Preference Share Subscription Agreement (including, for the
avoidance of doubt, any applicable amounts in respect of VAT thereon, in accordance
with clause 8.9), such expenses including, without limitation, the fees and expenses of
its professional advisers, the cost of preparation, advertising, printing and distribution of
the Issue Documents and all other documents connected with the Placing and Open
Offer, the Preference Share Subscription Agreement, the Subscription and Transfer
Agreement, the Option Agreement, costs and expenses of and/or related to JerseyCo,
the Registrars' fees, the listing fees of the FSA, any charges by CREST and the fees of
the London Stock Exchange. The Company shall forthwith (and, in relation to VAT, in
accordance with clause 8.2) upon demand by HM Treasury or any of the Joint Sponsors
or CGMEL (accompanied by the relevant receipt therefor) reimburse such person the
amount of any such expenses. This clause 8.5 shall not apply to any Tax (provision for
which is, for the avoidance of doubt, made in clauses 8.6, 8.7, 8.8 and 8.9), except fo
the extent provided for in clauses 8.6, 8.7, 8.8 or 8.9. Any costs, charges, and
expenses arising in connection with the Transfer and Subscription Agreement and/or the
Option Agreement shall be dealt with in accordance with the terms of such agreements
to the extent provided for therein.

The Company shall pay and bear any Stamp Tax which is payable or paid (whether by
HM Treasury, any of the Joint Sponsors, CGMEL or otherwise) in connection with the
allotment and issue of the New Shares, the delivery of the New Shares and/or the
acquisition of the New Shares in the manner contemplated by this Agreement or the
execution, delivery, performance or enforcement of this Agreement, or in connection
with any matters contemplated by the Subscription and Transfer Agreement and/or the
Option Agreement, provided thai this clause 8.6 shall not apply to:

{A) any Stamp Tax payable in respect of transfers of, or agreements to transfer,
New Shares subseguent to any such New Shares having been acquired by HM
Treasury in the manner contemplated by this Agreement; or

(B) any stamp duty chargeable at a rate determined under section 67 or 70 of the
Finance Act 1986 or SDRT chargeable under section 83 or 96 of the Finance
Act 1886.
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References in this clause B.6 to New Shares include any interest in or rights to allotment
of New Shares.

If any of the Joint Sponsors, HM Treasury or any other Indemnified Person is subject to
Tax in respect of any sum payable under this Agreement, other than any fees or
commission payable under clause 8.1, clause 8.2 or clause 8.3, or if any such sumiis
taken info account in computing the taxable profits or income of any of the Joint
Sponsors or HM Treasury or such other Indemnified Person, the sum payable shall be
increased to such amount as will ensure that after payment of such Tax (including, for
the avoidance of doubt, any additional Tax payable as a result of such increase) the
relevant Joint Spansor, HM Treasury or the relevant Indemnified Person (as the case
may be) retains a sum equal to the sum that it would have received and retained in the
absence of such Tax.

All sums (including, for the avoidance of doubt, any fees or commission payable under
clause 8.1, clause 8.2 or clause 8.3) payable by the Company (the “Payer”) to HM
Treasury, to the Jeint Sponsors {(or any of them) or to any other Indemnified Person (the
“Payee”) pursuant to this Agreement are expressed exclusive of any amount in respect
of VAT which is chargeable on the supply or supplies for which such sums {or any part
thereof) is or are the whole or part of the consideration for VAT purposes. If any Payee
makes {(or is deemed for VAT purposes to rnake) any supply to the Payer pursuant to
this Agreement and VAT is or becomes chargeable in respect of such supply, the Payer
shall pay to the Payee (within 14 days of the receipt of a valid VAT inveice) an additional
sum equal to the amount of such VAT,

In any case where the Company is obliged to pay a sum to HM Treasury, to the Joint
Sponsors {or any one of them) or to any other Indemnified Person under this Agreement
by way of indemnity, reimbursement, damages or compensation for or in respect of any
fee, liability, cost, charge or expense (the “Relevant Cost"), the Company shall pay to
HM Treasury, to the Joint Sponsors (or any one of them) or to any other Indemnified
Person (as the case may be) at the same time an additional amount determined as
follows:

(A) if the Relevant Cost is for VAT purposes the consideration for a supply of goods
or services made to HM Treasury, to the Joint Sponsors (or any one of them) or
to any other indemnified Person (including, for the avoidance of doubt, where
such supply is made tc HM Treasury, the Joint Sponsors (or any of them) or any
other Indemnified Person acting as agent for the Company within the terms of
section 47 VATA), such additional amount shall be equal to any input VAT which
was incurred by HM Treasury, by any Joint Sponsor or by any other Indemnified
Person {as the case may be) in respect of that supply and which it is not able to
recover from the relevant Tax Authority; and

(B) if the Relevant Cost is for VAT purposes a disbursement incurred by HM
Treasury, any Joint Sponsor or any cther Indemnified Person as agent on behalf
of the Company and the relevant supply is made to the Company for VAT
purposes, such additional amount shall be equal to any amount in respect of
VAT which was paid in respect of the Relevant Cost by BHM Treasury, by any
Joint Sponsor or by any other Indemnified Person, and HM Treasury, the
relevant Joint Sponsor or the relevant other Indemnified Person shall use
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reasonable endeavours to procure that the relevant third party issues a valid
VAT invoice in respect of the Relevant Cost to the Company.

COVENANTS

The Company shall comply in all material respects with the Companies Acts, FSMA, the
Prospectus Rules, the Listing Rules, the DTRs and the Admission and Disclosure
Standards and all other applicable laws and regulations, in each case insofar as they
are relevant to the Placing and Open Offer (including, for the avoidance of doubt, the
allotment and issue of the New Shares), the Preference Share Subscription, New Share
Admission, Acquisition Share Admission or Preference Admission.

Except for the publication of the Issue Documents, the Company undertakes to HM
Treasury and to the Joint Sponsors that, until the close of business on the sixtieth day
after the Closing Date, it shall not, and will procure that each Group Company does not,
publish, make or despatch a public announcement or communication concerning, or
which is reasonably likely to be material in the context of, the Placing and Open Offer or
the Preference Share Subscription:

(A) where the announcement or communication is required by law, the FSA, the
DTRs, the LSE, or under the Regulations or the rules, practices and procedures
laid down by Euroclear, without prior consultation with HM Treasury and the
Joint Sponsors (where legally permitted and practicable) and having due regard
to all reasonable requests which HM Treasury or the Joint Sponsors may make;
or

(B) in any other case, without the prior consent of HM Treasury and the Joini
Sponsors as (o the content, timing and manner of the publication, making or
despatch of the announcement or communication (such consent not to be
unreasonably withheld).

Between the date of this Agreement and the close of business on the sixtieth day after
the Closing Date, the Company undertakes to HM Treasury and to the Joint Sponsors
that it shall:

{A) not, and shall procure that each Group Company shall not, without the prior
written consent of HM Treasury and the Joint Sponsors, take any steps
(including, without limitation, making any public statement or issuing or
publishing any material or docurnent) which, in the opinion of HM Treasury or
the Joint Sponsors (acting in good faith), would be materially inconsistent with
any expression of policy or intention or statement contained in the Prospectus,
subject in each case to applicable law and regulation (including the fiduciary
duties of the Directors) (provided that where any Group Company considers
itself or the directors thereof consider themselves bound by law or by regulation
to take any such steps they shall consult with HM Treasury and the Joint
Sponsors before doing so),;

(B) use, and shall procure that each Group Company uses, all reasonable
endeavours to ensure that the Company or Group Company concerned
consults with HM Treasury and the Joint Sponsors as early as reasonably
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praciicable in advance of the entry into or variation (other than in the ordinary
course of business} of any commitment, agreement or arrangement, or any
Group Company placing itself in a position where it is obliged to announce that
any commitment, agreement or arrangement may be entered into or varied
which, in any case, is either material in the context of the Group or may involve
an increase in the issued capital of a Group Company (other than an increase in
the issued capital of a Group Company where all the capital is to be issued to
another Group Company);

() consult with HM Treasury and the Joint Sponsors as early as reasonably
practicable in advance regarding any public statement or documant which
relates to the Group's results, dividends or prospects, or to any acquisition,
disposal, re-organisation, takeover, management development or any other
significant matter (whether or not similar to the foregoing) and which it or any
Group Company proposes to make or publish; and

(D) consult with HM Treasury and the Joint Sponsors as early as reasonably
practicable in advance with respect to any other information which may be
required to be notified to 2 Regulatory Information Service in accordance with
Chapter 2 of the DTRs.

The Company shall use all reasonable endeavours fo procure that employees of the
Company and its subsidiaries and advisers to and agents of the Company (other than
the Joint Sponsors, Joint Bookrunners and their respective Affiliates) and its subsidiaries
observe the restrictions set out in clauses 9.2 and 9.3 as if they were parties thereto.

The Company shall not (without the prior written consent of HM Treasury} directly or
indirectly, issue, offer, pledge, sell, contract to issue or sell, issue or sell any option or
contract to purchase or subscribe, purchase any oplion o contract to sell or issue, grant
any option, right or warrant to purchase, deposit into any depositary receipt facility or
otherwise transfer or dispose of {or publicly announce any such issue, pledge, sale,
grant, deposit, transfer or disposal of) any Ordinary Shares or any securities convertible
into or exercisable or exchangeable for Ordinary Shares or enter into any swap or other
agreement that transfers, in whole or in part, directly or indirectly any of the econemic
consequences of the ownership of Ordinary Shares at any time before the expiry of the
period of 60 days following New Share Admission save in respect of (i) any Ordinary
Shares and Preference Shares to be issued pursuant to the terms of the Acquisition and
(i) the New Shares and any Ordinary Shares to be issued pursuant to the grant or
exercise of options, awards or other rights to acquire Ordinary Shares pursuant to any
employee share scheme or the grant of options or making of awards under the Group's
employee share incentive plans provided that this clause 9.5 shall not prevent the
Company from doing any thing or executing any document which is conditional upon
this Agreement lapsing, failing to become unconditional or being terminated.

The Company undertakes to make all such announcemenis concerning the Placing and
Open Offer, the Preference Share Subscription and Acquisition Share Admission as
shall be necessary to comply with the Listing Rules, the DTRs, the Prospectus Rules,
the Admission and Disclosure Standards and section 118, sections 118Ato 118C
inclusive and section 397 of the FSMA, or which any of the Joint Sponsors or HM
Treasury otherwise reasonably considers to be necessary or desirable and any of the
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Joint Sponsors and HM Treasury shall be entitled to make any such announcement if
the Company fails (in the opinion of HM Treasury or such Joint Sponser acting in good
faith) promptly to fulfil its obligations under this Clause 9.6.

The Company and the Joint Sponsors undertake to HM Treasury that they will, and the
Company will procure that JerseyCo will, duly and punctually perform ail of the
obligations imposed on each of them respectively and JerseyCo pursuant and subject fo
the terms and conditions of the Subscription and Transfer Agreement.

The Company and the Joint Sponsors will procure that, once the Subscription and
Transfer Agreement and the Option Agreement (and any side letters, cash flow or
security arrangements related thereto) have been executed or, as the case may be,
agreed, no amendmenis or waivers to, or discharges or releases of, the same shall be
made or given without the prior consent of HM Treasury, such consent not to be
unreasonably withheld.

The Company undertakes to provide:

(A) publications, reports and other information with respect to the Company and its
subsidiaries and affiliates and their businesses; and

(B) access to the books and records and management and other employees of the
Company and ifs subsidiaries and affiliates and their businesses,

as may be required in order to allow HM Treasury (including any agent or nominee of
HM Treasury) to comply fully with all legal and regulatory and other requirements under
the laws and regulations of any jurisdiction applicable to HM Treasury (andfor any such
agent or nominee of HM Treasury) as a direct or indirect consequence of its
shareholdings in the Company, including by acquisition of New Shares and Preference
Shares.

The Company will prompily provide to the Joint Sponsors, during the period
commencing on the date hereof and ending on the date that is 90 days after the later of
the date of New Share Admission and Acquisition Share Admission, as many copies of
the Prospectus, the Circular and any Supplementary Prospectus as they may
reasonably request.

The Company will procure that each of the Circular and the Prospecius {and any
amendments or supplements to either of themy) is filed, published and /or issued in
accordance with, or complies with, the Prospecius Rules and the Listing Rules {insofar
as they apply) and that;

(a) sufficient copies of the Prospectus and the Circular (and any amendment or
supplement to either of them) are made available at the appropriate times to the public
and at the offices of the Registrars and the Document Viewing Facility, in accordance
with the requirements of the FSA and the London Stock Exchange; and

(b} the documenis described in the Prospectus and the Circular (and any
amendment or supplement to any of them) as being available for inspection are made
available as described.
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The Company undertakes to HM Treasury that it shall, promptly after New Share
Admission, apply the proceeds of the issue of the New Shares in such manner, in such
form and for such regulatory capital purposes as may be agreed with, HM Treasury, the
Bank of England and the FSA.

The Company undertakes to HM Treasury to comply in full with all statements,
conditions and undertakings which are set out in either the Press Announcement or
Schedule 6. HM Treasury agrees to discuss with the Company the obligations
contained in paragraphs 1.1(C), (D), 1.2, 3 and 5 of Schedule 6 and consult the
Company with a view to clarifying their scope.

The Company undertakes to HM Treasury that, until the date on which the Preference
Shares are redeemed or repurchased in full, the Company shall not:

(A) declare or pay any dividend or make any distribution {whether in cash or
otherwise) on or in respect of the Ordinary Shares or set aside any sum to
provide for payment of any such dividend or distribution (save that the foregoing
restriction shall not apply to a capitatisation issue effecied after Acquisition
Share Admission pursuant to which newly issued bonus shares are paid up out
of undistributable reserves); or

(B) redeem, purchase, cancel or otherwise acquire in any way any Ordinary Shares
or effect a reduction of the Ordinary Share capital of the Company which
involves a disiribution to Ordinary Sharsholders.,

The Company underiakes to HM Treasury that it shall not issue any New Shares which
are to be acquired by HM Treasury pursuant to this Agreement to any person referred to
in section 67 or 70 of the Finance Act 1986 or section 93 or 96 of the Finance Act 1986
(such that stamp duty or SORT would apply at the rate determined under any such
section) unless HM Treasury requests that such New Shares are to be s0 issued.

REPRESENTATIONS, WARRANTIES AND UNDERTAKINGS

The Company represents, warrants and undertakes to HM Treasury and to each of the
Joint Sponsors and to CGMEL that, save as fairly disclosed in any Previous
Announcement, the representations, warranties and undertakings set out in Part | of
Schedule 3 are true, accurate and not misleading &s at the date of this Agreement.

The Company agrees;
with HM Treasury and with each of the Joint Sponsors and CGMEL that:

i save as fairly disclosed in the Circular, each Circular Warranty will be true,
accurate angd not misleading on the Circular Posting Date; and

(i) save as fairly disclosed in the Circular or the Prospectus or any Supplementary
Prospectus, each statement set out in Parts Il and lIA of Schedule 3 (except to
the extent that such statements relate to the Preference Prospectus or any
Supplementary Preference Prospectus) will be true and accurate and not
misleading on the Prospectus Posting Date, at such time as a Supplementary
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Prospectus shall be issued in accordance with this Agreement, at each Time of
Sale, if any, and immediately prior to New Share Admission,

with each of the Joint Sponsars that save as fairly disclosed in the Circular or the
Prospectus or any Supplementary Prospectus, each statement set out in Parts 1l and 1A
of Schedule 3 (except to the extent that such statementis relate to the Preference
Prospectus or any Supplementary Preference Prospecius) will be frue and accurate and
not misteading immediately prior to Acquisition Share Admission,

in each case by reference to the facts and circumstances then existing and will be
treated as Warranties given and/or repeaied on such dates. Warranties shall be
deemed to be repeated under this clause in relation to the relevant document,
announcement or event on the basis that any reference in any such Warranty o
something being done or something being the case in relation fo such document,
announcement or event which is expressed in the future tense shall be regarded as
heing expressed in the present tense,

For the purposes of Clause 10.2, the Company agrees with HM Treasury, each of the
Joint Sponsors and CGMEL that (i) Warranties given on the Prospectus Posting Date
are qualified by information fairly disclosed in the Prospectus, and (i) Warranties given
or repeated on any date after the Prospectus Posiing Date are qualified by information
fairly disclosed in the Prospectus as supplemented by information fairly disclosed in any
Supplementary Prospectus published on or before that date.

If it comes to the knowledge of the Company or any of the Directors that any of the
Warranties was breached or untrue or inaccurate when made and/or that any of the
Warranties is or would be breached or untrue or inaccurate if it were {o be repeated by
reference to the facts and circumstances or the knowledge, opinions, intentions or
expectations of any of the Directors subsisting (i) at any time up to immediately prior to
New Share Admission, it will notify HM Treasury, the Joint Sponsors and CGMEL
immediately, and {ii) at any time from New Share Admission up to immediately prior to
Acguisition Share Admission, it will notify the Joint Sponsors immediately. The
Company will make reascnable enquiries to ascertain whether any of the Warranties
was, or if so repeated would be, breached or unirue or inaccurate and as to whether a
Specified Event has occurred.

If, (i) at any time prior to New Share Admission, HM Treasury and the Joint Sponsars
and CGMEL, or (i) at any time from New Share Admission and up to immediately prior
to Acquisition Share Admission, the Joint Sponsors, shall receive a notice pursuant to
clause 10.4 or otherwise become aware of any of the Warranties being ¢r becoming or
being likely (if repeated as referred te in clause 10.4) to become untrue or inaccurate,
HM Treasury and the Joint Sponsors and CGMEL, as relevant, may (without prejudice
to any other provision of this Agreement) require the Company, at its own expense, to
make or procure the making of such announcement or announcements and/or despatch
such communication to Ordinary Shareholders as HM Treasury and the Joint Sponsors
and CGMEL, as relevant, shall, in their absolute discretion but after consultation with
the Company, consider necessary.

The Warranties shall remain in full force and effect notwithstanding completion of the
Placing and Qpen Offer and the Preference Share Subscription and all other matters
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and arrangements referred to in or contemplated by this Agreement and the Preference
Share Subscription Agreement.

The Company will deliver (i} to HM Treasury and the Joint Sponsers and CGMEL a
certificate in the form set out in Part A of Schedule 1 prior to and with effect immediately
before New Share Admission and in the form set out in Part 8 of Schedule 1 prior to and
with effect immediately before the issue of any Supplementary Prospectus or
Supplementary Preference Prospectus and at each Time of Sale, if any, and (i} to the
Joint Sponsors a certificate in the form set out in Part C of Schedule 1 prior to and with
effect immediately before Acquisition Share Admission.

The Company acknowledges that HM Treasury and the Joint Sponsors and CGMEL are
entering into this Agreement in reliance on the Warranties and each such
representation, warranty and undertaking shall not be limited by reference (express or
implied) to the terms of any other representation, warranty or undertaking or any other
provision of this Agreement.

To the extent that @ Warranty in Part Il or Part l|A of Schedule 3 relates to HBOS or any
other member of the HBOS Group, such Warranty shall enly be given so far as the
Company is aware,

For the purposes of this ¢lause 10 and Schedule 3, where any of the Warranties is
qualified by a reference to knowledge, awareness or belief, that reference shall be
deemed to include a statement to the effect that it has been given after reasonable
enquiry.

The Company undertakes to HM Treasury and to the Joint Sponsors and CGMEL:

(A) promptly to give notice to HM Treasury and to the Joint Sponsors and CGMEL
of the occurrence of any Specified Event, which shall come to the knowledge of
the Company prior to the earlier of:

{i} this Agreement being terminated in accordance with its terms; and

(i} the date of alloiment of the New Shares pursuant to clauses 4 and/or 6
(as appropriate) (whichever is later); and

(B) not to cause and to use all reasonable endeavours not to permit, and to procure
that each Group Company and the Directors do not cause and use all
reasonable endeavours not to permit, any Specified Event to occur before the

earlier of;
(i this Agreement being terminated in accordance with its terms; and
{ii) the date of allotment of the New Shares pursuant to clauses 4 and/or 6

(as appropriate) (whichever is later),

provided that any breach of the covenant in this clause 10.11(8) will not give
rise to a remedy in damages against the Company in respect of such breach in
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circumstances where this Agreement has been terminated pursuant to clause
13 as a result of a Specified Event.

The Company undertakes to the Joint Sponsors:

(A) promptly to give notice o the Joint Sponsors of the occurrence of any Specified
Event which shall come to the knowledge of the Company befween the date of
allotment of the New Shares pursuant clauses 4 and/or 6 (as appropriate)
{whichever is later) and Acquisition Share Admission; and

(B) not to cause and to use all reasonabie endeavours not to permit, and to procure
that each Group Company and the Directors do not cause and use all
reasonable endeavours not to permit, any Specified Event to occur between the
date of allotment of the New Shares pursuant clauses 4 and/or 6 (as
appropriate} (whichever is 1ater) and Acquisition Share Admissicn,

provided that any breach of the covenani in this clause 10.12 will not give rise to
a remedy in damages against the Company in respect of such treach in
circumstances where a Joint Sponsor has exercised its rights pursuant to clause
13.5 of this Agreement,

For the purposes of clauses 10.11(A), 10.11(B), 10.12(A) and 10.12(B), each of the
Warranties and the undertakings contained in this clause 10 shall take effect with the
exclusion of any gualification contained therein with respect to the knowledge,
information, awareness or belief of the Company or any of the Directors or any other
person.

Each Joint Sponsor and CGMEL severally represents, wairants and undertakes to the
Company that it is an “accredited investor” as defined in Rule 501(a} of Regulation D
under the Securities Act.

INDEMNITIES

The Company agrees fo fully and effectively indemnify and hold harmless each
Indemnified Person on an after-Tax basis from and against any and all Losses or
Claims, whatsoever, as incurred, (and whether or not the relevant Loss or Claim is
suffered or incurred or arises in respect of ciccumstances or events existing or occuiting
befare, on or after the date of this Agreement and regardiess of the jurisdiction in which
such Loss or Claim is suffered or incurred) if such Losses or Claims, arise, directly or
indirectly, out of, or are attributable to, or connected with, anything done or omitted io be
done by any person (including by the relevant Indemnified Person) in connection with
the Placing and Open Offer, the Preference Share Subscription, New Share Admission,
Acquisition Share Admission, Preference Admission or the arrangements contemplated
by the Issue Documents, the Preference Share Subscription Agresment or any of them
{or any amendment or supplement to any of them), or this Agreement or any other
agreemeni relating fo the Placing and Open Offer (including, without limitation, the
Subscription and Transfer Agreement and the Option Agreement} or the Preference
Share Subscription, including but not limited to:
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any and all Losses or Claims whatsoever, as incurred, arising out of the Issue
Documents, or any of them (or any amendment or supplement to any of them)
not containing or fairly presenting, or being alleged not to contzin or not to fairly
present, all information required to be contained therein, or arising out of any
untrue or inaccurate statement or alleged untrue or inaccurate statement of 2
material fact contained in the Issue Documents, or any of thern (or any
amendment or supplement to any of them), or the omission or alleged omission
therefrom of a fact necessary in order to make the statements therein noft
misleading in any material respect, or any statement therein being or being
alleged to be in any respect not based on reasonable grounds, in the light of the
circumstances in which they were made; and/or

any and all Losses or Claims whatsoever, as incurred, arising out of any breach
or alleged breach by the Company or JerseyCo of any of its obligations,
including any of the Warranties or the representations, covenants and
undertakings set out in this Agreement or out of the arrangements contemplated
by the Issue Documents or the Preference Share Subscription Agreement, or
any of them (or any amendment or supplement to any of them) or this
Agreement or any other agreement relating to the Placing and Open Offer
(including, without limitation, the Subscriplion and Transfer Agreement and the
Option Agreement) or the Preference Share Subscription; and/or

any and all Losses or Claims whatsoever, as incurred, in connection with or
arising out of the issue, publication or distribution of the Issue Documents, or
any of them (or any amendment or supplement to any of thern) and/or any other
documents or materials relating to the applications for New Share Admission,
Acquisition Share Admission or Preference Admission; and/or

any and all Losses or Claims whatsoever, as incurred, in connection with or
arising out of any failure or alleged failure by the Company or JerseyCo or any
of the Directors or any of its or his agents, employees or advisers to comply with
CA 1985, CA 2008, FSMA, the Listing Rules, the Prospectus Rules, the DTRs,
the rules and regulations of the London Stock Exchange and the Admission and
Disclosure Standards or any other requirement or statute or regulation in any
jurisdiction in relation to the applications for New Share Admission, Acquisition
Share Admission or Preference Admission, the Placing and Open Offer, or the
arrangements contemplated by the Issue Documents and the Preference Share
Subscription Agreement (including, without limitation, the issue and allotment of
the New Shares and the Preference Shares), or any of them (or any
amendment or supplement to any of them), or this Agreement or any other
agreement relating fo the Placing and Open Offer (including, without limitation,
the Subscription and Transfer Agreement and the Option Agreement) or the
Preference Share Subscription; and/or

any and all Losses or Claims whatsoever, as incurred, suffered or incurred by
such Indemnified Person:

(i) as & person who has communicated or approved the contents of any
financial promotion {other than the Issue Documents, or any of them, or
any amendment or supplement to any of them) made in connection with
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the Placing and Open Offer or the Preference Share Subscription or the
applications for New Share Admission or Acguisition Share Admission
for the purpose of section 21 of FSMA,;

(i) (in the case of each of the Joint Sponsors only) in their capacity as
sponsor io the Company’s applications for New Share Admission and
Acquisition Share Admission and as sponsor in relation to the
publication of the Circular; or

iii) in connection with the performance of its obligations under the
Subscription and Transfer Agreement or the Option Agreement or the
arrangements conternplated or referred to therein (including, for the
avoidance of doubt, any side letters, cashflow or security arrangements
related thereto),

PROVIDED THAT, the indemnity contained in this clause 11.1 shall not apply to any
Losses or Claims (i) in respect of HM Treasury (otherwise than in connection with the
matters referred to in clauses 11.1(A}, (B), {C), (D) and (E)) to the extent finally and
judicially determined to have arisen as a result of the fraud, bad faith or wilful default of
that HMT Indemnified Person; (i) in respect of UBS, Merrill Lynch and Citi (otherwise
than in connection with the matters referred to in clauses 11.1(A}, (B}, (C) and {D)} to
the extent judicially determined to have arisen as a result of the fraud, negligence, bad
faith or wilful default of that UBS Indemnified Person or that Merrill Lynch Indemnified
Person or that Cili Indempified Parson or (iii) if and to the extent arising out of a decline
in market value of the New Shares suffered or incurred by HM Treasury as a result of it
having been required to acquire New Shares pursuant to clause 6 or Preference Shares
pursuant to the Preference Share Subscription Agreement, save to the extent such
decline is caused by or results from or is attributable tc or would not have arisen bui for
(in each case directly or indirectly) the neglect or default of the Company in relation to
the content, publication, issue or distribution of the Issue Documents or any breach by
the Company of any of its obligations under this Agreement, including any of the
Warranties, representations, undertakings or covenants, or under the Preference Share
Subscription Agreement. This clause 11.1 shall not apply to any Loss or Claim in
respect of Tax which is covered by clauses 8.6, 8.7, 8.8 and 8.8 (or which would have
been so covered but for any exclusion contained thergin).

Each Indemnified Person shall and shall procure that its Indemnified Persons shall:

(A) give notice as prompily as reasonably practicable to the Company of any action
commenced against it after receipt of 2 written notice of any Claim or the
commencement of any action, claim, suit, investigation or proceeding in respect
of which a Claim for indemnification may be sought under this clause 1t; and

(B) as promptly as reasonably practicable notify the Company after any such action
is formally commenced (by way of service with a summons or other lagal
process giving information as to the nature and basis of the claimy,

and shall keep the Company informed of, and, to the extent reasonably practicable,
consult with the Company in relation to, all material developments in respect thersof,
but in each case, only insofar as may be consistent with the terms of any relevant
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insurance policy and provided (in each case) that to do so would not, in such
indemnified Person's view (acting in good faith}, be prejudicial to it (or to any
Indemnified Person connected to it) or to any obligation of confidentiality or other legal
or regulatory obligation which that Indemnified Person owes to any third party or to any
regulatory request that has been made of it. However, the failure to so notify the
Company ang keep the Company informed shalt not relieve the Company from any
liability hereunder to the extent it is not materially prejudiced as a result thereof and in
any eveni shall not relieve the Company from any liability which it may have otherwise
than on account of the indemnity set out in this clause 11,

Legal advisers for Indemnified Persons shall be selected by HM Treasury in respect of
HMT Indemnified Persons, UBS in respect of UBS Indemnified Persons, Merrill Lynch in
respect of Merill Lynch Indemnified Persons and Citi in respect of Citi Indemnified
Persons. The Company may paiticipate at its own expense in the defence of any action
commenced against it provided however that legal advisers for the Company shall not
(except with the consent of the relevant Indemnified Person) also be legal advisers for
the Indemnified Person.

In no event shall the Company be liable for fees and expenses of more than one legal
adviser (in addition to any local legal advisers) separate from its own legal advisers for
all UBS Indemnified Persons, Merrill Lynch Indemnified Persons and Citi Indemnified
Persons in cennection with any one action or separate but similar or related actions in
the same jurisdiction arising out of the same general allegations or circumstances.

The Company shall not, without the prior written consent of the relevant Indemnified
Persons (acting in goed faith), settle or compromise or consent to the entry of any
judgment with respect to any litigation, or any investigation or proceeding by any
governmental agency or body, commenced or threatened, or any claim whatsoever in
respect of which indemnification or contribution could be sought under this clause 11 or
clause 12 (whether or not the indemnified Persons are actual or potential parties
thereto), unless such settlement, compromise or consent:

(A) includes an unconditional release of each Indemnified Person from all liability
arising out of such litigation, investigation, proceeding or claim; and

(B) does not include a statement as to or an admission of faulf, culpability or a
failure to act by or on behalf of any Indemnified Person.

The Company will promptly notify HM Treasury and each of the Joint Sponsors and
CGMEL of any limitation {whenever arising) on the extent to which the Company and/or
any of its respective subsidiary undertakings, affiliates, or associates may claim against
any third party or parties and/or of any waiver or release of any right of the Company to
so claim (each a “Limitation”} in respect of anything which may arise, directly or
indirectly, out of or is based upon or is in connection with the Placing and Open Offer,
the Preference Share Subscription, New Share Admission, Acquisition Share
Admission, Preference Admission or the subject matter of the obligations or services to
pe performed under this Agreement or in connection with the Placing and Open Offer,
the Preference Share Subscription, by HM Treasury or CGMEL or by the Joint Sponsors
or on its or their behalf. Where any damage or loss is suffered by the Company for
which any Indemnified Person would otherwise be joinily and severally liable with any
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third party or third parties to the Company, or any of its relevant subsidiary undertakings,
affiliates, or associates, the extent to which such damage or loss will be recoverable
from the Indemnified Person shall be limited so as to be in proportion to the contribution
of the Indemnified Person to the overali fault for such damage or loss, as agreed
between the parlies, or, in the absence of agreement, as determined by a court of
competent jurisdiction, but in any event, the Indemnified Person shall have no greater
liability than if the Limitation did not apply.

11.7  The degree to which any Indemnified Person shall be entitled fo rely on the work of any
adviser to the Company or any other third party will be unaffecied by any Limitation {as
defined in clause 11.6) which the Company may have agreed with any third party.

11.8  The provisions of this clause 11 will remain in full force and effect notwithstanding the
completion of all matters and airangements referred {o in or contemplated by this
Agreement.

12. CONTRIBUTION

12.1  [fand to the extent that the indemnification provided for in clause 11 is unavailable fo or
insufficient to hold harmless (to the extent specified in clause 11) an Indemnified Person
in respect of any Loss or Claim referred to therein, then the Company, in ligu of
indemnifying such Indemnified Person thereunder, shall contribute to the amount paid or
payable by such Indemnified Person as a result of such Loss or Claim (i) in such
proportion as is appropriate to reflect the relative benefits received by the Company on
the one hand and HM Treasury or the Jeint Sponsors or CGMEL on the other hand from
the Placing and Open Offer or (ii) if the allocation provided by sub-clause (i) above is
not permitted by applicable law, in such proportion as is appropriate to reflect not only
the relative benefits referred to in sub-clause (i) above but also the relative fault of the
Company on the one hand and HM Treasury or the Joint Sponsors or CGMEL on the
other in connection with the statements or omissions that resuited in such losses,
claims, damages or liabilities, as well as any other relevant equitable considerations.
The relative benefits received by the Company on the one hand and HM Treasury on
the other shall be deemed to be in the same respective proportions respectively as the
total fees received by HM Treasury pursuant to this Agreement bear to the aggregate
Issue Price. The relative benefits received by the Company on the one hand and the
Joint Sponsors and CGMEL on the other shall be deemed to be in the same respective
proportions respeciively as the amount paid up on the Consideration Shares by the
Joint Bookrunners and the totai fees received by the Join{ Bookrunners and CGML, as
set forth in the Engagement Letters and not paid to Placees, bear to the aggregate
Issue Price. The relative fault of the Company on the one hand and HM Treasury or the
Joint Sponsors and CGMEL on the other shall be determined by reference to, among
other things, whether the untrue or alleged untrue statement of a material fact or the
omission or alleged omission to state a material fact relates to information supplied by
the Company or by HM Treasury or the Joint Sponsors or CGMEL and the parties'
relative intent, knowledge, access to information and opportunity to correct or prevent
such statement or omission.

12.2  Notwithstanding the provisions of this clause 112, neither HM Treasury nor the Joint
Sponsors nor CGMEL will be entitled to recover from the Company by way of
contribution under clause 12.1 any amount in excess of the amount that the Company
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would have been liable to pay to HM Treasury or to the Joint Sponsors or CGMEL {(as
the case may be) had the indemnification provided for in clause 11 been available to the
extent provided in that ¢lause in respect of the relevant Loss or Claim.

The parties hereto agree that it would not be just and equitable if contribution pursuant
to this clause 12 were determined by pro rata allocation (even if HM Treasury and the
Joint Sponsors and CGMEL were treated as one entity for such purposes) or by any
other method of allocation that does not take account of the equitable considerations
referred to in clause 12.1. The amount paid or payable by an Indemnified Person as a
result of the Loss or Claim referred to in clause 12.1 shall be deemed to include, any
legal or other expenses incurred by such Indemnified Person in connection with
investigating or defending any such action or claim.

The indemnity and contribution agreements contained in this clause 12 are in addition to
ang shall not be construed to limit, affect or prejudice any liability which the Company
may otherwise have to the Indemnified Persons referred to above or any other right or
remeady in law or otherwise available to any Indemnified Person.

TERMINATION

If following the date of this Agreement but before New Share Admission it shall come to
the notice of HM Treasury or any of the Joint Sponsors that;

(A) any statement contained in the Issue Documents (or any amendment or
supplement thereto) has become or been discovered o be untrue, inaccurate or
misleading; or

(B) matters have arisen or have been discovered which would, if any of the Issue
Documents (or any amendment or supplement thereto) were to be issued at
that time, constitute an omission therefrom and which would render any such
Issue Documents (or any amendment or supplement thereto) to be misleading;
or

(<) there has been a breach of any of the Warranties or of any other provision of
this Agreement or of any representation, warranty or undertaking in or in terms
of the Preference Share Subscription Agreement; or

()] there has been a breach by the Company or the Joint Sponsors or any other
party thereto of any obligations under the Subscription and Transfer Agreement
or Option Agreement; or

(E) a Specified Event has occurred; or

{F) the Company's application to the UK Listing Authority for admission of the New
Shares, the Acquisition Shares or the Preference Shares to the Official List
andfor the Company’s application to the London Stock Exchange for admission
to trading of the New Shares, the Acquisition Shares or the Preference Shares
on the London Stock Exchange's market for listed secuiities is withdrawn by the
Company and/or refused by the UK Listing Authority or London Stock Exchange
{as appropriate},
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which, in each case, is in HM Treasury’s or any of the Joint Sponsors’ sole judgement,
material in the context of the Group and/or the context of the Placing and Open Offer, or
the Preference Share Subscription, New Share Admission, Acquisition Share Admission
or Preference Admission, HM Treasury or such Joint Sponsor may forthwith give notice
thereof ic the Company, in which case clause 13.4 shall apply.

If at any time after New Share Admission but before Acquisition Share Admission it shall
come to the notice of any of the Joint Sponsors that;

(A}

(8

(€)

(D)

(E)

(F)

(G)

any statement coniained in the Issue Documents (or any amendment or
supplement therefo) has become or been discovered to be unirue, inaccurate or
misleading; or

matters have arisen or have heen discovered which would, if any of the Issue
Documenis (or any amendment or supplement thereto) were to be issued at
that time, constitute an omission therefrom and which would render any such
Issue Documents (or any amendment or supplement thereto) to be misleading;
of

there has been a breach of any of the Warranties or of any other provision of
this Agreement; or

a Specified Event has occurred; or

the Scheme has not occurred or been implemented or is not in full force and
effeci immediately prior to Acquisition Share Admission; or

any of the documents specified in Part V of Schedule 2 has not been or is not
likely to be duly delivered (or such later date as the Joint Spensors may in their
absolute discretion decide}; or

the Company's application to the UK Listing Authority for admission of the
Acquisition Shares to the Official List and/or the Company's application to the
London Siock Exchange for admission to trading of the Acquisition Shares on
the London Stock Exchange's main market for listed securities is withdrawn by
the Company and/or refused by the UK Listing Authority or London Stock
Exchange (as appropriate),

which, in each case, is in any of the Joint Sponsors’ sole judgement, material in the
context of the Group, the Enlarged Group or Acquisition Share Admission, such Joint
Sponsor may forthwith give notice thereof to the Company, in which case clause 13.5
shall apply.

If foliowing the date of this Agreement but before New Share Admission:

(A)

in the sole opinion of HM Treasury (acting in good faith} there shall have been
any Material Adverse Effect, whether or not foreseeable at the date of this
Agreement; or
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any matter has arisen which would require the publication of a Supplementary
Prospectus (save for any matter relating to the Acquisition unless such matier
has arisen because of the failure, lapse, termination or withdrawal of the
Acquisition); or

there has been:

(i) a change in national or international financial, political, economic or
stock markel conditions (primary or secondaryy;

(ii) an incident of terrorism, ouibreak or escalation of hostilities, war,
declaration of martial law or any other calamity or crisis;

(iii) a suspension or material limitation in trading of the securities of the
Company by the London Stock Exchange or on any exchange of over-
the-counter market, or if trading generally on the New York Stock
Exchange, the NASDAQ National Market or the London Stock
Exchange has been suspended or limited, or minimum or maximum
prices for trading have been fixed, or maximum ranges for prices have
been required, by any of such exchanges or by such system or by order
of the SEC, the National Association of Securities Dealers, Inc. or any
governmenital authority, or & matenal disruption has occurred in
commercial banking or securities settlement or clearance services in
the United States or in the EEA; or

{iv) a moratorium in commercial banking has been declared by the United
States, the United Kingdom or a mernber state of the EEA,

as would in the sole opinion of HM Treasury, acting in good faith, be likely to
materially prejudice the success of the Placing and Open Offer or dealings in
the New Shares in the secondary market, then HM Treasury may give notice of
any such matter to the Company, in which case clause 13.4 shall apply.

13.4  Where this clause applies and;

A

notice has been given to the Company pursuant to clause 13.1 or 13.3 by HM
Treasury, HM Treasury may in its sole discretion:

(i} allow the Placing and Open Offer to proceed on the basis of the Issue
Documents subject, if HM Treasury so requests, fo (i) the publication of
a Supplementary Preospectus or Supplementary Preference Prospectus
pursuant to section 87G of FSMA (ii) the publication of a supplementary
Circular and (iii) to any additional requirements of the Prospectus Rules
orthe FSA; or

{ii) if it does not consider it to be necessary that the arrangements
contemplated by this Agreement and by the Preference Share
Subscription Agreement praceed to completion in order to maintain the
financial stability of the United Kingdom, give notice to the Company
and to the Joint Sponsors at any time prior to New Share Admission to
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the effect that this Agreement shall terminate and cease to have effect;
andfor

notice has been given {o the Company pursuant to clause 13.1 by any of the
Joint Sponsors, then clause 13.5 shall apply.

Where this clause applies, the Joint Sponsor that gave notice to the Company pursuani
fo clauses 13.1 or 13.2 (the “Notifying Sponsor’) may, having consulted with HM
Treasury and the UK Listing Authority, give notice to the Company and to HM Treasury
terminating its appointment under this Agreement (and, if the Notifying Sponsor is
CGML, CGMEL's appointment under this Agreement) and all obligations ¢f the Notifying
Sponsor (and, if the Nofifying Sponsor is CGML, all obligations of CGMEL) under this
Agreement shall thereupon terminate and:

(A)

(8)

(C)

(©)

if an application for New Share Admission and/or Acquisition Share Admission
and/or a declaration on production of a circular has been submitted to the FSA,
the Notifying Sponsor shall notify the FSA of the termination of its appointment
as sponsor in respect of the Placing and Open Offer and/or the publication of
the Circular and/or Acquisition Share Admission, as relevant;

all references in this Agreement to the Joint Sponsors shall be deemed to be
references to any Joint Sponsor that is not the Notifying Sponsor (if any) (and, if
the Notifying Sponsor is CGML, all references to the Joint Bookrunners shail be
deemed to be references to the Joint Bookrunners other than CGMEL);

in respect of the Notifying Sponser (and, if the Notifying Sponsor is CGML,
CGMEL), the Notifying Sponsor shall (and, if the Notifying Sponsor is CGML,
CGMEL) have no claim against any other party to this Agreement and no other
party to this Agreement shall have any claim against the Notifying Sponser (and,
if the Notifying Sponser is CGML, CGMEL), in each case for fees, costs,
damages, compensation or otherwise in respect of such resignation except that:

(i) such termination shall be without prejudice to any accrued rights or
obligations under this Agreement;

(i) the provisions of this clause 13.5 and clauses 1, 8, 9.2, 9.3, 10, 11, 12,
14, 15, 186, 17, 18 and 19 shall remain in full force and effect,

and in particular the Company shall pay the commission and fees (to HM
Treasury) and the costs and expenses as are payable in such circumstances
under and in accordance with clause 8.1 and 8.2; and

the Company shall consult with HM Treasury and with any Joint Sponsor that is
not the Notifying Sponsor to determine whether a further sponsor (and, where
the Notifying Sponsor is CGML, a further bookrunner) should be appointed in
relation to the Placing and Open Offer, Acquisition Share Admission and/or the
publication of the Circular, as appropriate.

HM Treasury and the Joint Sponsors shall have no right to terminate this Agreement on
or after New Share Admission and the Joint Sponsors shall have no ability to exercise
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their rights under this clause 13 on or after Acquisition Share Admission, in each case
without prejudice to any of the rights and remedies of HM Treasury and the Joint
Sponsors in respect of any breach by the Company of its obligations under this
Agreement.

In the event that this Agreement is terminated by HM Treasury pursuant fo the
provisions of this clause 13, no party to this Agreement will have any claim against any
other party to this Agreement for fees, costs, damages, compensaticn or otherwise
except that:

(A) such termination shall be withoui prejudice to any accrued rights or obligations
under this Agreement;

(B} the Company shall pay the commissions, fees, costs and expenses as are
payable in such ¢ircumstance under and in accordance with clause 8.1 and
clause 8.2; and

{C) the provisions of this clavse 13.7 and clauses 1, 8, 9.2, 9.3, 9.11, 10,11, 12, 14,
15, 16, 17, 18 and 12 shall remain in full force and effect.

EXCLUSIONS OF LIABILITY

Without prejudice to clause 14.2, no claim shall be made by the Company or any of its
subsidiary undertakings, affiliaies or associates or by HM Treasury, or any of the
directors, officers or employees of any of them in any jurisdiction against any
Indemnified Person to recover any Loss or Claim suffered or incurred by any person
and which arises out of the carrying out by any Indemnified Person of obligations or
services in conneaction with this Agreement, the Preference Share Subscription
Agreemeni or any other agreements relating to the Placing and Open Offer or
Preference Share Subscription, or in connection with the Placing and Open Offer or
Preference Share Subscription itself except (otherwise than in connection with the
matters referred to in clauses 11 or 12 or otherwise than as a result of a payment made
or an obligation or liability to make payment arising under clauses 11 or 12) to the extent
only that the Loss or Claim is determined in a final judgement by a court of competent
jurisdiction, in the case of a HMT Indemnified Person, to have resulted from the fraud,
bad faith or wilful default of such HMT Indemnified Person and, in the case of a UBS
Indemnified Person, a Citi indemnified Person, or a Merrill Lynch Indemnified Person is
judicially determined, to have resulted from the fraud, bad faith, negligence or wilful
default of that UBS Indemnified Person or Merrill Lynch Indemnified Person or Citi
Indemnified Person.

Notwithstanding any rights or claims which the Company or any of its respective
subsidiary undertakings, affiliates or associates or any of the directors, officers or
employees of any of them may have or assert against the Joint Sponsors in connection
with this Agreement, the Placing and Open Offer, or any of the other arrangements
contemplated by the Issue Documents, or any of them, or this Agreement, no claim will
be brought{ by the Company or by any of its respective subsidiary undertakings, affiliates
or associates or any of the directors, officers or employees of any of them against any
director or any other officer and/or employee of any Indemnified Person in respect of
any conduct, action or omission by the individual concemed in connection with this
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Agreement or the Placing and Open Offer, or any of the other arrangements
contemplated by the [ssue Documents, or any of them, or this Agreement,

MISCELLANEQUS

For the avoidance of doubt, the Company acknowledges and agrees that it is
responsible for its own due diligence carried out in relation to the Placing and Open
Offer and the Preference Subscription and that neither HM Treasury nor any of the Joint
Sponsors nor CGMEL shall be responsible to the Company or any Director for any due
diligence of the Company in relation thereto unless it or they have agreed in writing to
take specific responsibility for such due diligence.

The Company agrees that for the purpose of the Placing and Open Offer (including for
the purposes of seeking Placees for the New Shares) and the Preference Share
Subscription and of obtaining New Share Admission, Acquisition Share Admission and
Preference Admission, neither HM Treasury nor any of the Joint Sponsors or CGMEL
shall be responsible for the provision of or obtaining advice as fo the requirements of
any applicable laws or regulations of any jurisdictions nor shall any such person be
respensible where it or the Company has acted in the absence of such advice or in
reliance on any advice obtained by the Company in respect thereof.

For the avoidance of doubt, and without prejudice to the provisions of clauses 11, 12
and 14, any costs and expenses incurred by the Joint Sponsors in connection with the
arrangements contemplated by this Agreement that do not fall to be paid by the
Company pursuant to clause 8, shall be payable by the Joint Sponsors in such
proportions as they may agree, failing which shall be payable as fo one third by each
Joini Sponsor.

GENERAL

Any liability to any party under this Agreement may in whole or in pait be released,
compounded or compromised and time or indulgence may be given by any party in its
absolute discretion as regards any other person under such liability without in any way
prejudicing or affecting the first party’s rights against such other person under the same
or a similar liability, whether joint and several or otherwise. For the avoidance of doubt,
any reference in this Agreement to the agreement or congent of, or any notice or waiver
by, HM Treasury or the Joint Sponsors shall be construed as the agreement or consent
of, or any notice or waiver by (as the case may be), HM Treasury and each of the Joint
Sponsors, except where expressly provided to the contrary.

No failure of any party to exercise, and no delay by it in exercising, any nght, power or
remedy in connection with this Agreement will operate as a waiver thereof, nor will any
single or partial exercise of any such right preclude any other or further exercise of such
right or the exercise of any other right. The rights provided in this Agreement are
cumulative and not exclusive of any other rights (whether provided by law or otherwise).
Any express waiver of any breach of this Agreement shall not be deemed a waiver of
any subsequent breach,

Each of the parties hereto acknowledges that the Wairanties given by the Company and
the indemnity contained in clause 11 are, subject as provided in clause 16.12, given o
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HM Treasury, the Joint Sponsors and the [ndemnified Persons (as the case may be) for
themseives and not to them as agent of, trustee for or otherwise for the benefit of any
other persen including (without limitation) any person who may subscribe or purchase
any of the New Shares.

Time shall be of the essence of this Agreement, both as regards any dates, times or
periods mentioned and as regards any dates, times or periods which may be substituted
for them in accordance with this Agreement or by agreement in writing between the
parties.

This Agreement may be entered into in any number of counterparts and by the parties to
it on separate counterparts, each of which when s¢ executed and delivered shall be an
original, but all the counterparts shall together constituie one and the same instrument.

This Agreement, together with the Preference Share Subscription Agreement (in the
case of the Company and HM Treasury) and together with the Engagement Letters (in
the case of the Company, the Joint Sponsors and CGMEL) constitute the whole
agreement and understanding between the parties in relation to the Placing and Open
Offer, New Share Admission, Acquisition Share Admission and the publication of the
Circular. All previous agreements, understandings, undertakings, representations,
warranties and arrangements of any nature whatsoever between the parties or any of
them with any bearing on the Placing and Open Offer, New Share Admission,
Acquisition Share Admission or the publication of the Circular are superseded and
extinguished (and all rights and liabilities arising by reason of them, whether accrued or
not at the date of this Agreement, are cancelled) to the extent they have such a bearing.
In the event of any conflict between the terms of the Engagement Letters and this
Agreement, this Agreement shall (as between the parties o the Engagement Letters)
prevail.

No variation of this Agreement shall be effective unless in writing and signed by or on
behalf of each of the parties.

At any time after the date of this Agreement, the Company and the Joint Sponsors and
CGMEL shall, and shall use all reasonable endeavours o procure that any necessary
third party shall, at the cost of that party execute such documents and de such acts and
things as the party may reasonably require for the purpose of giving full effect to all the
provisions of this Agreement by which it is bound.

if any provision in this Agreement shall be held to be illegal, invalid or unenforceable, in
whole or in pait, under any enactmeni or rule of law, such provision or part shall to that
extent be deemed nof to form part of this Agreement but the legality, validity and
enforceability of the remainder of this Agreement shall not be affected.

All payments by the Company under this Agreemeni shall be paid without sei-off or
counterclaim, and free and clear of and without deduction or withholding for or on
account of Tax, unless required by law. If any Tax is required by law to be deducted or
withiheld from or in connection with any such payment, the Company will;

{A) promptly upon becoming aware thereof, notify HM Treasury and the Joint
Sponsors therecf,
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(B) make that deduction or withholding and any payment of Tax required in
connection with that deduction or withholding within the time allowed and in the
minimum amount required by law;

(C) deliver to the payee such receipts, statements or other documents as the payee
may reasonably request by way of evidence that the deduction or withholding
nas been made and any appropriate payment of Tax made to the relevant Tax
Authority; and

(D) increase the amount payable so that the amount received by the payee (after
such deduction or withhelding, including for the avoidance of doubt any
additional deduction or withholding required as a result of such increase) is
equal to the amount which the payee would have received if no such deduction
or withholding had been made.

if the Company makes an increased payment to HM Treasury, any Joint Sponsor or any
other Indemnified Person in accordance with clause 8.7 or 16.10 and HM Treasury, the
relevant Joint Sponsor or such other Indemnified Perscon (as the case may be)
determines in good faith that it has obtained, utilised and retained a relief from Tax or a
refund of Tax which is attributable fo such increased payment made by the Company,
then HM Treasury, the relevant Joint Sponsor or such other Indemnified Person {as the
case may be) shall reimburse to the Company as soon as reasonably practicable an
amount equal to such proportion of the Tax so saved or refunded as will leave HM
Treasury, the relevant Joint Sponsor or the relevant other Indemnified Person (as the
case may be), after such reimbursement, in the same after-Tax position {having regard
to the time value of money) that it would have been in if the circumstances giving rise to
such additional payment had nct arisen. For the avoidance of doubt, nothing in this
Agreement shall require HM Treasury, a Joint Sponsor or such other Indemnified
Person to disclose any information in relation to its Tax affairs {o the Company or any
person acting for or on behalf of the Company.

Each Indemnified Person shall have the right under the Coniracts (Rights of Third
Parties) Act 1999 (which shall apply to this Agreement only to the extent provided in this
clause 16.12) to enforce its rights against the Company under clause 11, clause 12, this
clause 16 or clause 19.3, provided that HM Treasury will have the sole conduct of any
action to enforce such rights on behalf of the HMT Indemnified Persons, UBS will have
the sole conduct of any action to enforce such rights on behalf of the UBS Indemnified
Persons, Merrill Lynch will have the sole conduct of any action to enforce such rights on
behalf of the Merrill Lynch Indemnified Persons and Citi will have the sole cenduct of
any action to enforce such rights on behalf of the Citi Indemnified Persons. Except as
provided above and as provided in clause 5.10, a person who is not a party to this
Agreement has no right under the Contracts (Rights of Third Parties) Act 1999 to
enforce any term of this Agreement. HM Treasury, the Joint Sponsors and the
Company may agree to terminate this Agreement or vary any of its terms without the
consent of any Indemnified Person or any other third party. Neither HM Treasury nor the
Joint Sponsors will have any responsibility to any Indemnified Person under or as a
result of this Agreement.
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ASSIGNMENT OR NOVATION

Subject to clause 17.2, HM Treasury shall be permitted to novate its rights and
obligations under this Agreement (including any obligation to acquire New Shares) to
any entity which is wholly owned, directly or indirectly, by HM Treasury (a “Wholly
Owned Entity”) and each of the Company, UBS, Meirrill Lynch and Citi agrees to
consent {o, and to execute and deliver all such documentation as may be necessary to
effect, any such novation provided that such novation is effected on substantially the
same terms as are contained in the pro forma novation agreement set out in Schedule 4
to this Agreement.

In the event that HM Treasury novates its rights and obligations under this Agreement
pursuant to clause 17.1, HM Treasury shall procure that, immediately prior to any such
Wholly Owned Entity ceasing to be wholly-owned directly or indirectly by HM Treasury,
such rights and obligations under this Agreement shall be novated to HM Treasury or
any other Wholly Owned Entity.

Subject to clause 17.1, no party to this Agreement shall be permitied to assign or
novate, or purpori to assign or novate, all or any par of the benefit of, or its rights or
benefits under, this Agreement to any other person without the prior written consent of
each other party.

NOTICES

Any notice, claim, demand or other communication in connection with this Agreement
shall be in writing and shall be sufficiently given or served if delivered or sent:

{A) in the case of the Company to:

Lloyds TS8 Group plc
Henry Duncan House
128 George St
Edinburgh

Scotland EH2 4LH

Attention: Company Secretary

(8) in the case of the Joint Sponsors and CGMEL to:

(i) UBS Limited
1 Finsbury Avenue,
London, EC2ZM 2PP
Fax: 020 7567 4127
Atiention: Equity Capital Markets Group

With a copy to Transactions Legal
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Fax: 020 7567 2364

and

(ii) Meirill Lynch International
Merrill Lynch Financial Centre,
2 King Edward Street,
London EC1A 1HQ

Fax: 020 7995 2516
Attention: Equity Capital Markets

(iii} Citigroup Global Markets Limited
Citigroup Centre
Canada Square
Canary Wharf
London E14 5LB

Fax: 020 7986 1103
Attention: ECM Syndicate

(iv) Citigroup Global Markets U.K. Equity Limited
Citigroup Centre
Canada Square
Canary Wharf
London E14 5LB

Fax: 020 7986 1103
Attention; ECM Syndicate
and

(C) in the case of HM Treasury to;

Treasury Solicitor
1 Horse Guards Road
London SW1A 2HQ

Fax: 0207 270 4844

Alttention: Nikhil Rathi (team leader, financial stability}

18.2  Any such notice or other communication shall be delivered by hand or sent by fax or
pre-paid first class post. In the absence of evidence of earlier receipt, a notice or other
communication is deemed given: (i) if delivered by hand, when left af the address
referred to in clause 18.1; (i) if sent by fax, when confirmation of its transmission has
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been recorded on the sender's fax machine; and (iii} if sent by post, 48 hours from the
time of posting.

Any notice given by HM Treasury or by a Joint Sponsor or CGMEL under clause 13.1 or
13.2 may also be given to the Company’s representative referred to in clause 18.1 or to
any Director by any director or other authorised representative of HM Treasury or the
Joint Sponsors or CGMEL either personally or by telephone (to be confirmed
immediately in writing) and shall have immediate effect,

Any party may notify the other party to this Agreement of a change of its name, relevant
addressee, address or fax number for the purposes of clause 18.1 provided that such
notification shall only be effective on:

(A) the date specified in the notification as the date on which the change is fo take
place; or

(B) if no date is specified or the date specified is less than five Business Days after
the date on which nofice is given, the date falling five Business Days after
notice of any such change has been given.

GOVERNING LAW AND SUBMISSION TO JURISDICTION

This Agreement and any non-contractual obligations arising out of or in connection with
to it shall be governed by and construed in accordance with English Law.

Subject to clause 19.3, the courts of England have exclusive jurisdiction to hear and
decide any suit, action or proceedings, and io seftle any disputes (including claims for
set-off and counterclaims), which may arise out of or in connection with this Agreement
(respectively, "Proceedings” and "Disputes”) and, for these purposes, the Company
and the Joint Sponsors and CGMEL irrevocably submit to the jurisdiction of the courts of
England.

Notwithstanding the provisions of clause 19.2, in the event that any Indemnified Person
becomes subject to proceedings brought by a third party (the “Foreign Proceedings”)
in the courts of any country other than England {including, without prejudice to the
generality of the foregoing, in any court of competent jurisdiction in the United States)
(the "Foreign Jurisdictlon”), such Indemnified Person shall be entitled, without
objection by the Company, to take such steps as are available in the Foreign
Jurisdiction, in the circumstances of the Foreign Proceedings, including (if reasonably
necessary) the issuing of separate proceedings, to ensure that any issues between any
such Indemnified Person and the Company are determined in the Foreign Jurisdiction
as part of, or as closely connected (as the procedure of the Foreign Jurisdiction will
permit} with, the Foreign Proceedings and the Company hereby submils to the
jurisdicticn of the Foreign Jurisdiction for this purpose.

The Company and the Joint Sponsors and CGMEL irrevocably waive any objection to
the jurisdiction of any courts referred fo in this clause 19.

The Company and the Joint Spensors and CGMEL irrevocably agree that a judgment
and/or order of any court referred to in this clause 19 based on any matfer arising out of
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or in connection with this Agreement (including but not limited to the enforcement of any
indemnity) shall be conclusive and binding on it and may be enforced against it in any
other jurisdiclion, whether or not (subject to due process having been served on it) it
participates in the relevant proceedings.

The Company agrees to appoint an agent for service of process in any Foreign
Jurisdiction other than England in which any other party is subject to legal suit, action or
nroceedings based on or arising under this Agreement within 14 days of receiving
written notice of such legal suit, action or proceedings and the request to appoint such
agent for service. In the event that the Company does not appoint such an agent within
14 days of the notice requesting it to so, such other party may appoint a commercial
agent for service for the Company on the Company's behaif and at the Company's
expense and the Company agrees that subiect to being notified of such appointment in
writing, service upon such commercial agent will constitute service upon the Company.

The Company irrevocably appoints Lioyds TSB Bank plc of 25 Gresham Street, London
EC2V 7HN to be its agent for the receipt of Service Documents. It agrees that any
Service Document may be effectively served on it in connection with Proceedings in
England and Wales by service on its agent effected in any manner permitted by the Civil
Procedure Rules.

“Service Document” means a claim form, application notice, order, judgment or other
document relating to any Proceedings.

If the agent at any lime ceases for any reason to act as such, the Company shall
appoint a replacement agent having an address for service in England or Wales and
shall notify HM Treasury and the Joint Sponsors of the name and address of the
reptacement agent. Failing such appointment and notification, HM Treasury and the
Joint Sponsors shall be entitled by notice to the Company te appoint a reptacement
agent to act on behalf of the Company. The provisions of this clause applying to service
on an agent apply equally to service on a replacement agent.

Process by which any Proceedings are begun in England may be served on a party by
being delivered in accordance with clause 18. Nothing contained in this clause 19.8
affects the right to serve process in another manner permitted by law.
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SCHEDULE 1
CERTIFICATES TO BE DELIVERED

Part A
Certificate to be delivered pursuant to clause 10.7 prior to and
with effect immed|ately before New Share Admission

{Company Letterhead]

The Commissioners of Her Majesty’s Treasury
1 Morse Guards Road
London SW1A 2HQ

Attention of; Nikhil Rathi

UBS Limited
1 Finsbury Avenue,
London, EC2M 2PP

Attention of: Equity Capital Markets Group

Merrill Lynch International
Merrill Lynch Financial Centre,
2 King Edward Sireet,

London EC1A 1HQ

Atiention of: Equity Capital Markets Group

Citigroup Global Markets Limited
Citigroup Centre

Canada Square

Canary Wharf

London E£14 5LB

Attention of: Equity Capital Markets Group

Citigroup Global Markets U.K. Equity Limited
Citigroup Centre

Canada Square

Canary Wharf

London E14 51B

Attention of. Equity Capital Markets Group

Dear Sirs

[date]

Proposed Placing and Open Offer of 2,586,653,203 Ordinary Shares of 25 pence each (the
“Placing and Open Offer”)

Further to the placing and open offer agreement between us effective as of 13 October 2008
(the “Agreement’), we confirm that:
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the FSA has agreed fo admit the New Shares and the Preference Shares to the Official
List subject only to the making of an announcement in accordance with paragraph
3.2.7G of the Listing Rules;

the LSE has agreed to admit the New Shares and the Preference Shares to trading on
the LSE subject only to the making of an announcement in accordance with paragraph
2.1 of the Admission and Disclosure Standards,

it has not come io the notice of any Director that there is any fact or circumstance which
constitutes a breach of any of the Warranties given under the Agreement or which has
caused or would or might cause any of the Warranties given pursuant to the Agreement
to become untiue, inaccurate or misleading by reference t¢ the facts or circumstances
existing at 8.00 a.m. on [*];

it has not come to the notice of any Director that a Material Adverse Effect has occurred;

it has not come to the notice of any Director that any other event has occurred that
would entitle HM Treasury to terminate the Agreement,

the Resolutions have been passed without amendment at the GM;

it has not come to the notice of any Director that the Company is in breach of any of its
obligations under the Agreement; and

insofar as the Direclors are aware (subject only to the giving of this letter and excluding
any conditions set out in clause 2.1 of the Agreement, the safisfaction of which has
been waived by HM Treasury pursuant to clause 2.5 of the Agreement or by the
Company pursuant to clause 2.6 of the Agreement, or which is treated as waived
pursuant to clause 2.7 of the Agreement) the conditions set out in clause 2.1 of the
Agreement (other than conditions 2.1({BB) and 2.1{DD)) have all been fulfilled.

For the purposes of this letter, where in a representation, warranty or undertaking there is an
express or implied reference to the “date of this Agreement”, that reference is to be construed
as a reference to “immediately prior {0 New Share Admission”.

Yeurs faithfully

Director

for and on behalf of
Lloyds TSB Group PLC




To:

Part B

Certlficate to be delivered pursuant to clause 10.7 prior fo and with effect
immedIlately before the issue of any Supplementary Prospectus
or Supplementary Preference Prospectus and at each Time of Sals, if any

The Commissioners of Her Majesty’s Treasury
1 Horse Guards Road
London SWHA 2HQ

Attention of; Nikhil Rathi

UBS Limited
1 Finsbury Avenue,
London, EC2M 2PP

Attention of: [#]

Merrill Lynch International
Merrill Lynch Financial Centre,
2 King Edward Sireet,

London EC1A 1HQ

Aftention of: [#]

Citigroup Global Markets Limited
Citigroup Cenire

Canada Square

Canary Wharf

Londeon E14 5LB

Attention of. Equity Capital Markets Group

Citigroup Global Markets U.K. Equity Limiied
Citigroup Centre

Canada Sguare

Canary Wharf

London E14 &LB

Attention of: Equity Capital Markets Group

Dear Sirs

[date)

Proposed Placing and Open Offer of up to 2,596,653,203 ordinary shares of 25 pence
each (the “Placing and Open Offer")

Further to the placing and open offer agreement between us effective as of 13 October 2008
(the "Agreement”), we confirm that:

(a)

it has not come to the nofice of any Directors that there is any fact or circumstance

which constitutes a breach of any of the Wairanties given under the Agreement or which
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has caused or would or might cause a2 Warranty to become untrue, inaccurate or
misleading by reference to the facts or circumstances existing at 8.00 a.m. on [+, and

(b) it has not come to the notice of any Director that the Company is in breach of any of its
obligations under the Agreement;

(c) it has not come to the nofice of any Director that a2 Material Adverse Effect has occurred,
and
(d) it has not come fo the notice of any Director that any other event has occurred that

would eniitle HM Treasury to terminate the Agreement.

For the purposes of this letier, whers in a representation, warranty or undertaking there is an
express or implied reference lo the “date of this Agreement”, that reference is to be construed
as a reference to “immediately prior to [¢]".

Yours faithfully

Director
for and on behalf of
Lloyds TSB Group PLC
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Part C
Certificate to be delivered pursuant to clause 10.7 prior to and
with effect immediately before Acquisition Share Admission

fCompany Lefterhead]

UBS Limited
1 Finsbury Avenue,
London, EC2M 2PP

Attention of, Equity Capital Markets Group

Merrill Lynch [nternational
Marrill Lynch Financial Centre,
2 King Edward Street,

London EC1A 1HQ

Aftention of. Equity Capital Markets Group

Citigroup Global Markets Limited
Citigroup Centre

Canada Square

Canary Wharf

London E14 5LB

Attention of; Equity Capital Markets Group

[date)

Dear Sirs

Further to the placing and open offer agreement between us and others effective as of 13
October 2008 (the “Agreement”), we confirm that:

(a)

(b}

(c)

(d)

the FSA has agreed to admit the Acquisifion Shares to the Official List subject only to
the making of an announcement in accordance with paragraph 3.2.7G of the Listing
Rules;

the LSE has agreed to admit the Acquisition Shares to frading on the LSE subject only
to the making of an announcement in accordance with paragraph 2.1 of the Admission
and Disclosure Standards;

it has not come to the notice of any Director that there is any fact or circumstance which
constitutes a breach of any of the Warranties given under the Agreement or which has
caused or would or might cause any of the Warranties given pursuant to the Agreement
to become untrue, inaccurate or misleading by reference to the facts or circumstances
existing at 8.00 a.m. on [e];

it has not come to the notice of any Director that a Material Adverse Effect has occuired;




78

(e) it has not come to the notice of any Director that any other event has occurred that
would entitle the Joint Sponsors to exercise their rights under clause 13.5 of the
Agreement; and

{q) it has not come to the notice of any Director that the Company is in breach of any of its
obligations under the Agreement,

For the purposes of this letter, where in a representation, warranty or undertaking there is an
express or implied reference {o the "date of this Agreement”, that reference is to be construed

as a reference to "immediately prior to Acquisition Share Admission”.

Yours faithfully

Director

for and on behalf of
Lloyds TSB Group PLC




SCHEDULE 2
DOCUMENTS TO BE DELIVERED

PART I
Documents to be delivered prior to or on executicn of this Agreement

The following documents are to be delivered by the Company to HM Treasury and o the Joint
Sponsors at or as soon as practical aiter execution of this Agreement:

1.

four certified copies of an extract of the minutes of a meeting of the Board (or of the duly
authorised commitiee of such Board} approving and authorising, the execution of this
Agreement and, the issue of the Press Announcement (and, if the said resolution is of
such a committee, a certified copy of the resolution of the Board appointing such
commiftee); and

four certified copies of the Press Announcement.
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PART Il

Documents to be delivered on the Circular Posting Date under clause 3.18

The following documents are to be delivered by the Company to the Joint Sponsors and HM
Treasury on the Circular Posting Date as referred to in clause 3.18:

10.

11.

four copies of the Circular bearing evidence of the formal approval of the FSA pursuant
to the Listing Rules;

four original letters, in a form acceptable to the Joint Sponsors, acting reasonably, duly
signed by the Company's counsel in relation to paragraphs 8.4.12R and 8.4.13R of the
UK Listing Rules and dated the Circular Posting Date;

four original letters, in a form acceptable to the Joint Sponsors, acting reasonably, duly
signed by the Company in relation to paragraphs 8.4.12R and 8.4.13R of the UK Listing
Rules and dated the Circular Posting Date;

four original letters, in a form acceptable to the Joint Sponsers, acting reasonably, duly
signed by the Auditors in relation to paragraphs 8.4.12R(1) and 8.4.13R(3) of the UK
Listing Rules and dated the Circular Posting Date;

four certified copies of letters in a form acceptable to the Joint Sponsors, acting
reasonably, signed by each of the Directors authorising the publication of the Circular
and accepting responsibility for the Circular and including a power of attorney in favour
of each of the other Directors;

four certified copies of the Verification Materials prepared in connection with the Circular
signed by or on behalf of each person to whom responsibility is therein assigned and
copies of all evidence supporting answers in the notes,

four certified copies of the resolution of the Board of Directors (or of the duly authorised
Committee of such Board) approving and authorising the issue of the Circular and the
Form of Proxy (and if the said resolution is of such a Committes, a certified copy of the
resolution of the Board of Directors appointing such Commiitee};

four original copies of the pro forma financial information report incorporated in the
Circular duly signed by the Auditors and dated the Circular Posting Date;

four original copies of the report on the reconciliation of the historical financial
information of HBOS duly signed by the Auditors and dated the Circular Posting Date;

four original copies of the PwC Working Capital Report relating to the Group and the
Enlarged Group duly signed by the Auditors, in a form acceptable to the Joint Sponsors,
acting reasonably, and dated the Circular Posting Date;

four certified copies of a memorandum to the Directors from Linklaters LLP in
connection with the Placing and Open Offer explaining the nature of their
responsibilities and obligations as directors of a listed company under the Listing Rules
and DTRs, in a form acceptable to the Joint Sponsors, acting reasonably;
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12. four original copies of the letter, in a form acceptable to the Joint Sponsors, acting
reascnably, duly signed by the Auditors and dated the Circular Posting Date:

(a) providing comfort on there being no significant change in the financial and trading
position {including indebtedness) of the Group since 30 June 2008,

b providing comfort on the proper and accurate extraction of financial information relating
to the Group contained in the Circular;

(c) providing cornfort on the financial reperting procedures of the Company and the
Enlarged Group;

{d) providing comfort on UK taxation as contained in the Circular;

(e) giving consent to the inclusion in the Circular of their respective reports and latters in
the form and context in which they are respectively included;

13. four original copies of the letter, in a form acceptable to the Joint Sponsors, acting
reasonably, duly signed by the Company and dated the Circular Posting Date providing
comfort on there being no significant change in the financial and trading position
(including indebtedness) of the Group since 30 June 2008;

14, four original copies of the letter, in a form acceptable to the Joint Sponsors, acting
reasonably, duly signed by HBOS and dated the Circular Posting Date providing comfort
on there being no significant change in the financial and trading position (including
indebtedness) of the HBOS Group since 30 June 2008,

186. four original copies of the KPMG Working Capital Report relating to the HBOS Group
duly signed by KPMG, in a form acceptable to the Joint Sponsors, acting reasonably,
and dated the Circular Posting Date;

17. four original copies of the letter, in a form acceptable to the Joint Sponsors, acting
reasonably, duly signed by KPMG and dated the Circular Posting Date:

(@) providing comfoit on there being no significant change in the financial and trading
position (including indebtedness) of the HBOS Group since 30 June 2008; and

(b) confirming the proper and accurate extraction of financial information relating te the
HBOS Group contained in the Circular;

i8. four criginal copies of the letters, in a form acceptable to the Joint Sponsors, acting
reasonably, duly signed by KPMG in relation to paragraphs 8.4.12R(1) and 8.4.13R(3)
of the UK Listing Rules and dated the Circular Posting Date

18. four certified copies of any press release relating to the posting of the Circular,
19. four copies of the Form of Froxy; and
20. such other documents as may be reasonably required by HM Treasury and/or the Joint

Sponsors.




PART It

Documents to ba dellvered on the Prospectus Posting Date under clause 3.19

The following documenis are to be delivered by the Company to the Joint Sponsors and KM
Treasury on the Prospectus Posting Date as referred to in clause 3.19 and the date of
publication of each Supplementary Prospecius:

1.

10.

four certified copies of (i) the signed application for admission to the Official List of the
New Shares, and (i) the signed application for admission to the Official List of the
Acquisition Shares;

four certified copies of (i) the signed application for admission fo trading of the New
Shares on the London Stock Exchange, and (ii) the signed application for admission to
trading of the Acquisition Shares on the London Stock Exchange;

four ceitified copies of the passporting confirmation for the Prospectus issued by the
competent authority in the Relevant Member State into which the Prospectus is being
passported;

four certified copies of the completed ‘Form A, to be submitted to the FSAin
accordance with paragraph 3.1.1(1) of the Prospectus Rules for approval of a
prospecius in accordance with Part VI of the FSMA,

four certified copies of the Prospectus bearing evidence of the formal approval of the
FSA pursuant to the Listing Rules;

four original lefters, in a form acceptable to the Joint Sponsors, acting reasonably, duly
signed by the Company’s counsel in relation to paragraph 8.3.4R of the UK Listing
Rules and dated the Prospectus Posting Date;

four original letters, in a form acceptable to the Joint Sponsors, acting reasonably, duly
signed by the Company’s counsel in relation te paragraphs 8.4.8R and 8.4.9R of the UK
Listing Rules and dated the Prospectus Posting Date;

four criginal ketters, in a form accepiable to the Joint Sponsors, acting reasonably, duly
signed by the Company in relation fo paragraphs 8.4.8R and 8.4.8R of the UK Listing
Rules and dated the Prospectus Posting Date;

four original letters, in a form acceptable to the Joint Sponsors, acting reasonably, duly
signed by the Auditors in relation to paragraphs 8.4.8(1}, 8.4.8(2) and 8.4.9(3) of the UK
Listing Rules and dated the Prospectus Posting Date;

four onginal letters, in a form acceptable to the Joint Sponsors, acting reasonably,
signed by each of the Directors authorising the publication of the Prospectus, accepting
responsibility for information contained in the Prospectus and any Supplementary
Prospectus and acknowledging their understanding of their responsibilities under the
UK Listing Rules and the Disclosure Rules in accordance with paragraph 8.3.4R of the
UK Listing Rules and dated the Prospectus Posting Date,
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four certified copies of the Verification Materials prepared in connection with the
Prospectus signed by or on behalf of each person to whom respensibility is therein
assigned and copies of all evidence supporting answers in the notes;

four certified copies of the resolution of the Board of Directors (or of the duly authorised
Committee of such Board) approving and authorising the issue of the Prospectus and
the execution of the Subscription and Transfer Agreement and the Option Agreement
(and if the said resolution is of such a Committee, a certified copy of the resolution of
the Board of Directors appointing such Commitiee);

four original copies of any pro forma financial information report incorporated in the
Prospectus, duly signed by the Auditors and dated the Prospectus Posting Date;

four certified copies of each of the documents stated in the Prospectus as being
available for inspection and incorporated by reference into the Prospectus;

four original copies of the letter, in a form acceptable to the Joint Sponsors, acting
reasonably, duly signed by the Auditors and dated the Prospectus Posting Date;

{a) providing comfoit on there being no significant change in the financial and
trading position (including indebtedness) of the Group since 30 June 2008;

(b} providing comfort on the proper and accurate extraction of financial information
relating to the Group contained in the Prospectus;

(©) providing comfort on the financial reporting procedures of the Company and the
Enlarged Group;

{d) providing corfort on UK taxation information as contained in the Prospectus,

(e) providing comfort on the capitalisation and indebtedness statement included in
the Prospectus;

{f) providing comfort on ornission of information from the Prospectus; and

{g) giving consent {0 the inciusion in the Prospectus of their respective reports and
letters in the form and context in which they are respectively included;

four original copies of letters, in a form acceptable to the Joint Sponsors, acting
reasonably, duly signed by the Auditors and dated the same date as the Prospectus on
the matters contemplated in the U.S. Statement of Auditing Standards No. 72 {(and
including four onginal copies of a “SAS 72 look-a-like” letter) with respect to the financial
statements and certain financial information relating to the Group contained, or
incorporated by reference, in the Prospectus,

four orniginal copies of letters, in a form acceptable fo the Joint Sponsors, acting
reasonably, duly signed by KPMG LLP and dated the same date as the Prospectus on
the matters contemplated in the U.S. Statement of Auditing Standards No. 72 (and
including four original copies of a "SAS 72 look-a-like” letter) with respect to the financial
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statements and certain financial information relating to the HBOS Group contained, or
incorporated by reference, in the Prospeclus;

four original copies of the lefier, in a form acceptable to the Joint Sponsors, acting
reasonably, duly signed by the Corpany and dated the Prospectus Posting Date
providing comfort on there being no significant change in the financial and trading
position (including indebtedness) of the Group since 30 June 2008;

four original copies of a rule 10b-5 disclosure letter and no-registration, {ax disclosure
and “investment company” opinions from Linklaters LLP (as U.S. counse! for the
Company), a rule 10b-5 disclosure letier and no-registration opinion from Freshfields
Bruckhaus Deringer LLP (as US Counsel for the Joint Sponsors) and a rule 10b-5
disclosure letter from Allen & Overy LLP (as US counsel for HBOS), in each case, in a
form acceptable to the Joint Sponsors and to HM Treasury, acting reasonably;

four original copies of each of the Subscription and Transfer Agreement and the Option
Agreement, duly executed by each of the Company and JerseyCg;

four certified copies of 2 memorandum to the Directors from Linklaters LLP in
connection with the Placing and Open Offer explaining the nature of their
responsibilities and obligations as directors of & listed company under the Listing Rules
and DTRs, in a form acceptable to the Joint Sponsars, acting reasonably;

four original copies of the PwC Warking Capital Report relating to the Group and the
Enlarged Group duly signed by the Auditors, in a form acceptable to the Joint Sponsors,
acting reasonably, and dated the Prospectus Posting Date;

four original copies of the KPMG Working Capital Report relating to the HBOS Group
duly signed by KPMG, in a form acceplable to the Joint Sponsors, acting reasonably,
and dated the Prospectus Posting Date;

four original copies of the letter, in a form acceptable to the Joint Sponsors, acting
reasonably, duly signed by KPMG and dated the Prospectus Posting Date:

(a) providing comfort on there being no significant change in the financial and
frading position (including indebtedness) of the HBOS Group since 30 June
2008; and

{b) confirming the proper and accurate extraction of financial information relating to
the HBOS Group contained in the Prospectus;

four original copies of letters, in a form acceptable to the Joint Sponsors, acting
reasonably, duly signed by KPMG in relation to paragraphs 8.4.8(1), 8.4.8(2) and
8.4.9(3) of the UK Listing Rules and dated the Prospectus Posting Date

four certified copies of the resolution of the board of directors of JerseyCo approving
and authorising the execution of the Subscription and Transfer Agreements and the
Option Agreement;
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a letter from the Auditors addressed to the Company, in a form acceptable o HM
Treasury and the Joint Sponsors, acting reasonably, confirming the effect on the
distributable reserves of the Company of implementing the Placing and Open Offer,
such letter to expressly state that a copy of such letter may be provided to HM Treasury
and to the Joint Sponsors on a no reliance basis;

four certified copies of the registrar's agreement entered into by the Company with the
Registrar in relation to the Placing and Open Offer;

four certified copies of the press release relating to the posting of the Prospectus;

four certified copies of the Memorandum and Articles of Association of the Company;
and

four certified copies of the Memorandum and Articles of Association of JerseyCo;

four original copies of a written Jersey opinion, in a form acceptable to the Joint
Sponsors, acting reasonably, from Jersey counsel to the Company;

four certified copies of any power of attorney pursuant to which any Director signed any
of the docurmnents mentioned above in a form acceptable to the Joint Sponsors, acting
reasonably; and

such other documents as may be reasonably required by HM Treasury and/or the Joint
Sponsors.
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PART IV

Documents to be delivered immediately prior to New Share Admission and at each Time

of Sale, if any

The following documents are to be delivered by the Company to HM Treasury and to the Joint
Sponsors not later than 5.00 p.m. on the Dealing Day immediately preceding the proposed date
of New Share Admission or Time of Sale, if any (where indicated):

1.

four certified copies of the Resolutions;

four certified copies of the resolution of the Board (or of the duly authorised committee
of the Board) provisionally allotting the New Shares (and, if the said resolution is of such
a committee, a certified copy of the resolution of the Board appointing such commitiee
(if not previously delivered to the HM Treasury and the Joint Sponsors));

four certified copies of the resolution of the Board of Directors {or of the duly authorised
committee of the Board) alloiting the Preference Shares on the terms of the Preference
Share Subscription Agreement (and, if the said resolution is of such a committee, a
certified copy of the resoluiion of the Board appointing such committee (if not previously
delivered to HM Treasury and to the Joint Sponsors));

four original copies of a letter addressed to HM Treasury and to the Joint Sponsors in
the form set out in Part A of Schedule 1 dated as of the date of New Share Admission
(such letter also to be delivered at each Time of Sale, if any),

four original copies of updating versions of the letters referred to in paragraphs 9, 15,
18, 17, 18, 19, 20, 25 and 26 of Part lll of this Schedule 2 to the extent in each case
such leiters related to the Prospectus and written opinions in the form previously
provided to HM Treasury and the Joint Sponsors from Linklaters LLP, Freshfields
Bruckhaus Deringer LLP, Allen & Overy LLP, Scottish counsel to the Company and
Jersey counsel to the Company, all dated the date of New Share Admission (and, in the
case of the items referred to in paragraph 19, also referencing each Time of Sale, if
any),

as of each Time of Sale, if any, four original copies of “bring down” letiers with respect to
the matters referred to in paragraphs 15, 16 and 17 of Part ll| of this Schedule 2, and

such other documents as may be reasenably required by HM Treasury and/or the Joint
Sponsors,

Note:; It is agreed that, other than in respect of the Linklaters LLP, Freshfields
Bruckhaus Deringer LLP and Allen & Overy LLP opinions, the parties will discuss (acting
reasonably) the extent, to which it is necessary and customary to update all of the
documents referred o in paragraph 5.
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PART V
Documents to be delivered immediatsely prior to Acquisition Share Adm(ssion

The following documents are to be delivered by the Company to the Joint Sponsors not later
than 5.00 p.m. on the Dealing Day immediately preceding the proposed date of Acquisition
Share Admission:

1. three certified copies of the resolution of the Board (or of the duly authorised commitice
of the Board) allotting the Acquisition Shares (and, if the said resolution is of such a
committee, a certified copy of the resolution of the Board appointing such committee (if
not previously delivered to the Joint Sponsors));

2. three original copies of a letter addressed fo the Joint Sponsors in the form set out in
Part C of Schedule 1 dated as of the date of Acquisition Share Admission;

3. three original copies of updating versions of the letters referred to in paragraphs g, 15,
16, 17, 18, 20, 25 and 2& of Part Ill of this Schedule 2 to the extent in each case such
letters related to the Prospectus and written opinions in the form previously provided to
HM Treasury and the Joint Sponsors from Linklaters LLP, Freshfields Bruckhaus
Deringer LLP, Allen & Overy LLP, Scoftish counsel to the Company and Jersey counsel
to the Company, all dated the date of Acquisition Share Admission; and

4, such other documents as may be reasonably required by the Joint Sponsors,
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PART VI
Documents to be delivered on Preference Admission

The following documents are to be delivered by the Company to HM Treasury not later than
5.00 pm on the Deazling Day immediately preceding the proposed date of Preference Admission:

1.

10.

11.

12.

a certified copy of the signed application for admission to the Official List of the
Preference Shares (certified by a Director or the Secretary of the Company);

a certified copy of the signed application for admission fo trading of the Preference
Shares issued by the London Stock Exchange (certified by a Director or the Secretary of
the Company),

a cerlified copy of the CREST enablement lefter confirming that the conditions for
admission of the Preference Shares to CREST are satisfied (certified by a Director or
the Secratary of the Company),

a copy of the Preference Prospecius and any Supplementary Prefarence Prospectus
bearing evidence of the formal approval of the FSA pursuant to the Listing Rules;

a copy of the Preference Prospectus and any Supplementary Preference Prospectus
signed by each of the Directors (or by their agents or attorneys);

twe original letters in a form acceptable to HM Treasury, acling reasonably, signed by
each of the Directors authorising the publication of the Preference Prospecius and any
Supplementary Preference Prospectus;

the due diligence questionnaire prepared in conneciion with the Preference Prospectus;

a certified copy of the resolution of the Board of Direclors (or of the duly authorised
committee of such Board) approving and authorising the issue of the Preference
Prospectus (and if the said resolution is of such a committee, a ¢opy of the resolution of
the Board of Directors appointing such commitiee) (in each case, certified by a Director
or the Secretary of the Company);

a certified copy of any ordinary or special resolutions of the Company in general
meeting authorising the Directors under section 80 of the Companies Act to allot the
Preference Shares (certified by a Director or the Secretary of the Company);

a certified copy of each of the documents stated in the Preference Prospectus as being
avaitable for inspection {certified by a Director or the Secretary of the Company);

two written opinions in a form acceptable to HM Treasury, acting reasonably, one from
Linklaters LLP (as English counsel for the Company) and one from Scottish counsel to
the Company; and

such other documents as may be reasconably required by HM Treasury and/or the Joint
Sponsors.




1.1

1.2

1.3

1.4

1.5

SCHEDULE 3
WARRANTIES

PART |

Representations, warranties and undertakings given on the date of this Agreement

Compliance

Each Group Company has been duly incorporated and is validly existing as a company
with limited liability under the laws of the country of its incorporation with full corporate
power and authority fo own, lease and operate the properties which it owns, leases and
operates and to own its other assets and carry on its business as presentiy carried on
and as intended to be carried on as described in the Prospectus, when published.

All licences, permissions, authorisations and consents which are material for carrying on
the business of the Group have been obtained and are in full force and effect and, so far
as the Company is aware, there are no circumstances which might lead to any of such
licences, permissions, authorisations and censents being reveked, suspended, varied or
refused renewal to an extent which would, or would be reasonably likely to, be (singly or
in the aggregate) material in the context of the Placing and Open Offer, any acquisition
of New Shares or subscription for the Preference Shares by HM Treasury, Ordinary
Shareholders or Placees, Admission, Preference Admission or post-Admission dealing
in the Ordinary Shares,

All sums due in respect of the issued share capital of the Company at the date of this
Agreement have been paid to and received by the Company. No owner or holder of any
of the share capita! of the Company shall, with effect from Admission, have any right, in
his capacity as such, in relation to the Group other than as set out in the memorandum
and articles of association of the Company.

The Company is the beneficial owner free from all Adverse Interests of the shares it
holds in each of its subsidiary undertakings.

The Company and the Directors have at all times complied with the provisions of the
Company's memorandum and articles of association and the Companies Acts and,
subject to the passing of the Resolutions, have or will have the right, power and
authority under the memorandum and articles of association of the Company, or
pursuant to resolution passed in general meeting, to enter into and perform this
Agreement {including, without limitation, the power {o pay commissions, fees, costs and
expenses provided for in this Agreement) and the Preference Share Subscription
Agreement, to make the Placing and Open Offer, to allot and issue the New Shares in
certificated and uncertificated form and the Preference Shares in certificated form, to
issue the Issue Documents in the manner proposed without any sanction or consent by
members of the Company or any class of them and, subject to Admission and
Preference Admission, there are no other consents, autherisations or approvals
required by the Company in connection with the entering into and the performance of
this Agreement, the Subscription and Transfer Agreement, the Option Agreement or the
Preference Share Subscription Agreement and the actions referred to in this paragraph
1.5 which have not been irrevocably and unconditionally obtained. The Company's
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existing Ordinary Shares are participating securities in, and have not been suspended
from, CREST.

The allotment and issue of the New Shares and the Preference Shares, the Placing and
Open Offer, the issue and distribution of the Issue Documents and any other document
by or on behalf of the Company in conneclion with Admission, the Placing and Open
Offer or the allotment and issue of the Preference Shares will comply in all material
respects with all agreements to which any Group Company is a party or by which any
such Group Company is bound and will coimply with: (a) all applicable laws and
regulations of the United Kingdom (including, without limitation, the Companies Acts,
FSMA, the Listing Rules, the Prospectus Rules, the DPTRs and the Admission and
Disclosure Standards) and all applicable Uniied States laws and regulations and (in all
material respects) with, all applicable laws and regulations of any relevant jurisdiction;
(b) the memorandum and articles of association of the Company; and (c) when
published, the Working Capital Report; and will not exceed or infringe any restrictions or
the terms of any contract, indenture, security, obligation, commitment or arrangement by
or binding upon the board of directors of any Group Company or their respective
properties, revenues or assets or result in the implementation of any right of pre
emption or any other material provision thereof, or result in the imposition or variation of
any material rights or obligations of any Group Company.

The statement set out in clause 2.1(M) is true and accurate and not misleading.

The New Shares will, upon allotment, be free from all Adverse Interests and will rank
pari passu in all respects with the existing issued shares in the issued share capital of
the Company.

The Preference Shares will, upon allotment be free from all Adverse Interests and will
have the rights and be subject to the restrictions as set out in Schedule 1 of the
Preference Share Subscription Agreement.

The Company has complied in all material respects with the requirements of Euroclear
and the Regulations.

No member of the Group or any person acting on its behalf has taken, directly or
indirectly, any action designed to or which has constituted or which might reasonably be
expected to cause or result in stabilisation or manipulation of the price of any security of
the Company.

The Company has not paid or agreed fo pay to any person any compensation for
soliciting another to purchase any New Shares (except as contemplated in this
Agreement).

All information provided by the Company, its subsidiary undertakings or any of its or
their officers or employees to HM Treasury and/or to the Joint Sponsors andfor the
Auditors in connection with its or their due diligence enquiries or similar requests for
information has been supplied in good faith and such information was when supplied,
and remains, true and accurate in all material respects and no further information
requested has been withheld, the absence of which might reasonably be considered o
be material to such due diligence enquiries or requests for information.
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Announcements

The Press Announcement does not contain any untrue statement of a material fact or
omit to state a material fact necessary in order to make the statements therein, in light
of the circumstances under which they were made, not misleading, provided that this
warranty shall not cover information contained in the Press Announcement which is
furnished in writing o the Company by the Joint Sponsors expressly for use therein; and
all expressions of opinion, intention, belief or expectaiion of the Company or the
Direciors contained in the Press Announcement are truly and honestly held and made
on reasonable grounds after due and careful enquiry.

With respect to all Previous Anncuncemenis, all statements of fact contained therein
were at the date of the relevant Previous Announcement and, save to the extent
corrected, amended or supplemented in any document or announcement issued or
made by or on behalf of the Company or any member of the Group subsequent thereto,
remain true and accurate in all maierial respects and not misleading in any material
respect and all estimates, expressions of opinion or intention or expectation of the
Directors contained therein were made on reasenable grounds and were honestly held
by the Directors and were fairly based and there were no facts known (or which could
on reasonable enquiry have been known by the Directors) the omission of which would
make any statement of fact or estimate or statement or expression of opinion, intention
or expectation in any of the Previous Announcements misleading and all Previous
Announcemenis complied with the memorandum and arlicles of association of the
Company, the Listing Rules, the DTRs, the Prospectus Rules, the Companies Acts,
FSMA, all applicable rules and requirernents of the London Stock Exchange, the FSA all
applicable US laws and regulations and (in all material respects) all other applicable
requirements of statute, statutory regulation or any regulatory body. There is no existing
profit forecast outstanding in respect of the Company, the Group taken as a whole, or
any member thereof.,

Accounts
The Accounts:

(A) have been prepared and audited in accordance and comply with IFRS, the
Companies Acts and all applicable laws and regulations;

(B) give a trve and fair view of the financial condition and of the state of affairs of
the Company and the Group as at the end of each of the relevant financial
periods (including the Accounts Date) and of the profit, loss, cash flow and
changes in equity of the Company and the Group for such periods; and

<) either made proper provision for, or, where approgpriate, in accordance with
IFRS, include a note in respect of all liabilities or commitments, whether actual,
deferred, contingent or disputed, of the Group.

The Interim Accounts;

(A) have been prepared in accordance with, and comply with, IFRS and all
applicable laws and regulations;
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(B) present fairly in all material respects the financial position of the Group as at 30
June 2008 and the results of operations and the cash flows of the Group for the
financial period ended on 30 June 2008; and

(C) either made proper provision for, or, where appropriate, in accordance with
IFRS, include a note in respect of all liabilities or commitments, whether actual,
deferred, contingent or disputed, of the Group.

The Directors have established procedures which provide a reasonable basis for them
to make proper judgements on an ongoing basis as to the financial position and
prospects of the Company and each Group Company.

There are no, and during the past five years have been no: (i) material weaknesses in
the Company’s internat controls over financial reporting (whether or not remediated) of
the Company or the Group; (ii) changes in the Company’s internal controls over
financial reporting of the Company or the Group that have materially adversely affected,
or would be reasonably likely to materially adversely affect, the Company’s internal
controls over financial reporting of the Company or the Group, or (jii} fraud that invoives
any current member of management of the Company or {sc far as the Company is
aware) of any member of the Group and ne material fraud that involves any employee
of the Company or (s0 far as the Company is aware) of any member of the Group.

Guarantees, indemnities, borrowings and default
Save for:

(A) guarantees or indemnities given by any Group Company in the ordinary course
of business; and

B8) any indemnities given by the Company to HM Treasury andfor the Joint
Sponsors,

no Group Company has given or has agreed to give any guarantee or indemnity or
similar obligation in favour of a third party and no Group Company has any current or
known future liability, howsoever arising which, in any of the foregoing cases, would, or
would be reasonably likely to, be (singly or in the aggregate)} material in the context of
the Placing and Open Offer, the Preference Share Subscription, any acquisition of New
Shares or subscription for Preference Shares by HM Treasury, Ordinary Shareholders
or Placees, Admission, Preference Admission or post-Admission dealings in the
Ordinary Shares.

No event has occurred nor have any circumstances arisen (and the making and
completion of the Placing and Open Offer and the allotment and issue of the New
Shares and the Preference Shares will not give rise to any such event or circummstance)
s0 that any person is or would be entitled, or could, with the giving of notice or lapse of
time or the fulfilment of any condition or the making of any determination, become
entitled, to require repayment before its stated maturity of, or io lake any step to enforce
any security for, any indebtedness of any member of the Group and no person o whom
any indebtedness, of any member of the Group which is payable on demand is owed
has demanded or threatened to demand repayment of, or taken or threatened to take
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any step to enforce any guarantee, indemnity or other security for, the same, which, in
any of the foregoing cases, would, or would be reasonably likely to, be (singly or in the
aggregate) material or have material consequences in each case in the context of the
Placing and Open Offer, any acquisition of New Shares, or subscription for Preference
Shares, by HM Treasury, Ordinary Shareholders or Placees, Admission, Preference
Admission or post-Admission dealings in the Ordinary Shares or the business of the
Group.

There are no companies, undertakings, partnerships or joint ventures in existence in
which any Group Company has an ownership interest but whose resulis are not
consolidated with the results of the Group, but whose default would affect the
indebtedness or increase the contingent liabilities of the Group to an extent which
would, or would be reasonably likely to, be (singly or in the aggregate) material in the
context of the Placing and Open Offer, any acquisition of New Shares, or subscripiion
for Preference Shares by HM Treasury, Ordinary Shareholders or Placees, Admission,
Preference Admission or post-Admission dealings in the Ordinary Shares,

No event or circumstance exists, has occurred or arisen or, so far as the Company is
aware, is about to occur which constitutes or results in, or would with the giving of notice
and/or lapse of time and/or the making of a relevant determination, constitute, or result
in, termination of or a default or the acceleration or breach of any obligation under any
agreement, instrument or arrangement to which any Group Company is a party or by
which any such Group Cempany or any of its properties, revenues or assels are boung,
in any of the foregoing cases to an extent which would, or would be reasonably likely to,
be (singly or in the aggregate) material in the context of the Placing and Open Offer, any
acquisition of New Shares, or subscription for Preference Shares, by HM Treasury,
Ordinary Shareholders or Placees, Admission, Preference Admission or post-Admission
dealings in the Ordinary Shares.

Taxation

No stamp duty, SDRT or other issuance or transfer taxes or similar duties are payable in
connection with the allotment, issue and delivery of the New Shares, or the Preference
Shares, by the Company in accordance with the terms of this Agreement or, as the case
may be, the Preference Share Subscription Agreement or otherwise in connection with
the making or implementation of the Placing and Open Offer or any subscription for the
Preference Shares, save for any stamp duty or SORT payable under sections 67, 70, 93
or 96 of the Finance Act 1986 in relation to the issue of the New Shares or the
Preference Shares.

Intellectual property

Except to an extent that would not (singly or in the aggregate) be maternial in the context
of the Placing and Open Offer, any acguisition of New Shares or subscription for
Preference Shares by HM Treasury, Ordinary Shareholders or Placees, Admission,
Preference Admission or post-Admission dealings in the Ordinary Shares, and so far as
the Company is aware, the Group does not infringe the Iniellectual Property Righis of
any third party nor so far as the Company is aware does any third party infringe the
Intellectual Property Rights owned or used by the Group.
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All material Intellecfual Property Rights used by the Group are either legally or
beneficially owned by the Group in all material respects or are used under a licence and
are not subject to any Adverse Interests to an extent that would or might (singly or in the
aggregate) be material in the context of the Placing and Open Offer, any acquisition of
New Shares or subscription for Preference Shares by HM Treasury, Ordinary
Shareholders or Placees, Admission, Preference Admission or post-Admission dealings
in the Ordinary Shares.

Save as would not (singly or in the aggregate) be material in the context of the Placing
and Open Offer, any acquisition of New Shares or subscription for Preference Shares
by HM Treasury, Ordinary Shareholders or Placees, Admission, Preference Admission
or post-Admission dealings in the Ordinary Shares, (i} all Intellectual Property Rights
registered in the name of a Group Company (if any) are beneficially owned by it and
subsisting and if granted not subject to revocation and (ii) all requisite registration and
renewal fees in respect thereof have been duly and fimeously paid.

Save as would not (singly or in the aggregate) be material in the context of the Placing
and Open Offer, any acquisition of New Shares or subscription for Preference Shares
by HM Treasury, Ordinary Shareholders or Placees, Admission, Preference Admission
or post-Admission dealings in the Ordinary Shares, (i) all intellectual Property Rights
owned and used or reasonably likely to be used by the Group and capable of legal
protection are subject to appropriate and enforceable protection (including, where
reascnably appropriate, by registration), and (i) so far as the Company is aware there is
no restriciion of the Group's rights to use any Intellectual Property Rights owned by or
licensed to the Company to engage in any of the activities presently or proposed to be
undertaken by it.

Insurance

The Group is insured to adequate levels against all risks which the Company
reasonably believes ic be commonly insured against by persons carrying on the same
or similar businesses as those carried on by the Group and against all risks against
which the Group might reasonably be expected to insure in the particular circumstances
of the businesses carried on by each Group Company, all such insurances are in full
force and effect and to the best knowledge, information and belief of the Company,
there are no circumstances which could render any such insurances void or voidable
and there is no material insurance claim, pending, threatened or outstanding against
any Group Company and all premiums due in respect of all insurances have been duly
paid.

Rating

Except as publicly announced the Company has not received nolice of any intended or
potential downgrading of the rating assigned to any of the Company’s (or any other
member of its Group's) credit or debi by a ratings agency.

Insolvency

No Group Company is unable to pay its debts within the meaning of section 123 of the
Insolvency Act 1886 or is otherwise insclvent.




9.2

83

9.4

10.

10.1

10.2

10.3

10.4

93

Save in the context of a solvent voluntary winding up or otherwise as would not (singly
or in the aggregate) be material in the content of the Placing and Open Offer, any
acquisition of New Shares or subscription for Preference Shares by HM Treasury,
Admission, Preference Admission or post-Admission dealings in the Ordinary Shares,
no order has been made, peiition presented or resolutions passed for the winding up of
any Group Company and no meeting has been convened for the purpose of winding up
any Group Company. No Group Company has been a party to any transaction which
could be aveided in a winding up.

No steps have been taken for the appointmant of an administrator or receiver (including
an administrative receiver) of all or any part of the assets of any Group Company.

By reason of aciual or anticipated financial difficulties, no Group Company has
commenced negotiations with its creditors or any class of its creditors with 3 view to
rescheduling any of its indebtedness or has made or proposed any arrangement or
composition with its creditors or any class of its creditors.

Regulatory

Each Group Company required to be licensed (as a bank or otherwise) is duly licensed
in its jurisdiction of incorparation and domicile and, except as would not reasonably be
expected to be material, is duly licensed or authorised in each other jurisdiction where it
is required to be licensed or authorised to conduct ifs business.

Save as otherwise as would not (singly or in the aggregate) be material in the context of
the Placing and Open Offer, any acquisition of New Shares or subscription for
Preference Shares by HM Treasury, Ordinary Shareholders or Placees, Admission,
Preference Admission or post-Admission dealings in the Ordinary Shares, the Company
is not subject tc any special or additional surveillance or supervision by the FSA or to
any special or additional reporting reguirements in relation o its assets, liquidity
position, funding position or otherwise and the Company has not been subject to any
visits, beyond customary visits, by the FSA,

The operations of each Group Company are and have been conducted at all times in
material compliance with the money laundering statutes of all jurisdictions, the rules and
regulations thereunder and any related or similar rules, regulations or guidelines,
issued, administered or enforced by any governmental agency {collectively, the "Money
Laundering Laws")} and no material action, suit or proceeding by or before any court or
governmental agency, authorify or body or any arbitrator involving any Group Company
with respect to the Meney Laundering Laws is pending or, to the best knowledge of the
Company, threatened.

Except as previously disclosed by the Company, none of the Company, any other
member of the Group or, to the knowledge of the Company, any director, officer, agent,
employee or Affiliate of the Cornpany is currently subject to any sanctions administered
by the U.S. Department of the Treasury (*OFAC”} or any similar sanctions imposed by
the European Union, the United Nations or any other body, governmental or other, o
which the Company or ay of its Affiliates is subject (collactively, “other economic
sanctions”); and the Company will not directly or indirectly use the proceeds of the
Placing and Open Offer, or lend, contribute or otherwise make available such proceeds
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fo any other member of the Group, joint venture pariner or other person or entity, for the
purpose of financing the activities of any person currently subject to any sanctions
administered by OFAC or any other economic sanctions.

None of the Company, any other member of the Group or, fo the knowledge of the
Company, any director, officer, agent, employee or Affiliate of the Company, is aware of
or has taken any action, directly or indirectly, that could result in a viclation by such
persons of the U.8. Foreign Corrupt Practices Act of 1977, as amended, or the rules
and regulations thereunder (the FCPA) (including, without limitation, making use of the
mail or any means of instrument of interstate commerce corruptly in furtherance of an
offer, payment, promise to pay or authorisation of the payment of any money, or other
property, gifl, promise to give, or authorisation of the giving of anything of value to any
“foreign official” (as such term is defined in the FCPA) or any foreign political office, in
contravention of the FCPA), the OECD Convention on Bribery of Foreign Public Officials
in International Business Transactions (the OECD Convention} or any similar law or
regulation, to which the Company, any other member of the Group, any director, officer,
agent, employee of any member of the Group or, to the knowledge of the Company, any
Affiliate is subject; and the Company, each member of the Group and, to the knowledge
of the Company, its Affiliates have conducted their businesses in compliance with the
FCPA, the OECD Convention and any applicable similar law or regulation and have
instituted and maintain policies and procedures designed to ensure, and which are
reasonably expected to continue to ensure, continued compliance therewith.

United States Securities Regulations
The Company is a “foreign issuer” (as defined in Regulation S under the Securities Act).

The Company reasonably believes that there is no “substantial US market interest” (as
defined in Rule 902(j) of Regulation S under the Securities Act) in any of the New
Shares,

The Company does not believe that it is and does not expect to become (whether as a
result of the receipt and application of the proceeds of the sale of the New Shares or
otherwise) a *passive foreign investment company” within the meaning of section 1287
of the US Internal Revenue Code of 1886,

The Company is not, and, immediately after giving effect to the offering and sale of the
New Shares and the application of the proceeds thereof as set forth in the Draft
Prospectus and, when published, the Prospectus, will not be, an “investment company”
as such term is defined in the US Investment Company Act of 1940.

There are no persons with registration rights or other similar righis to have any shares
registered by the Company under the Securities Act.

During the period of six months after Admission, the Company will not, and will not
permit any of its Affiliates to, resell any New Shares which constituie “restricted
securities” under Rule 144 that have been reacquired by any of them other than in
transactions that meet the apglicable requirements of Regulation S,

Panel Confirmation
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The Panel has confirmed that:

(A)

)

subject {o the independent shareholders of the Company voting in favour of the
Whitewash Resolution, the Panel will disapply the requirement to make a
general offer under the terms of Rule 9 of the City Code on Takeovers and
Mergers which would otherwise be required by the acquisition by HM Treasury
{or its nominee) of the New Shares; and

it has consenied to the amendmenti to the terms of the Acquisition as
announced in the Press Announcement.




PART I

Representations, warranties and undertakings given on the Circular Posting Date (other
than the Warranties contained in paragraphs 1.5, 1.7, 2, 3, and 4), the Prospectus Posting
Date, on the date of publication of each Supplementary Prospectus, at each Time of Sale,

if any, and immedijately prior to New Share Admission and Acquisition Share Admission

All Warranties in paragraphs 5 to 13 and paragraph 15 of this Part || of Schedule 3 are qualified
by reference to matters which are fairly disclosed in the Circular or the Prospectus or, if such
Warranties are given on or after the publication of any Supplemeniary Prospecius, as fairly
disclosed in the Prospecius as supplemented by such Supplementary Prospectus.

1.

1.1

1.2

1.3

14

1.5

16

The Issue Documents

The Issue Documents contain all particulars and information required by, and comply in
all respects with the memorandum and articles of association of the Company, the
Companies Acts, FSMA, the Listing Rules, the DTRs, the Prospectus Rules, the City
Code on Takeovers and Mergers, all applicable rules and reguirements of the London
Stock Exchange, the FSA and all applicable US laws and regulations and all other
applicable requirements of statute, statutory regulation or any regulatory body.

The Issue Documents (and any amendments or supplements thereto) do not and will
nof contain any untrue statement of a material fact or omit to state any material fact
necessary to make the statements therein, in the light of the circumstances under which
they were made, ncot misleading.

All expressions of opinion, intention or expectation contained in any Issue Document
are, and were on the respective dates of such Issue Document, honestly held by the
Directors ang are fzirly based and have been made on reasonable grounds after due
and careful consideration and enguiry.

There are no facts or matters known, or which could on reasonable enquiry have been
known, to the Company or any of the Directors and which are omitted from any Issue
Document, the cmission of which would make any statement of fact or expression of
opinion, intention or expectation contained in a Issue Document misleading.

Having regard to the particular nature of the Company, HBOS, the Group and the
Enlarged Group and the Company’s share capital and the other matters referred to in
section 87A of the FSMA, the Issue Docurnents contain all information about the Group,
the HBOS Group and the Enlarged Group which is or might be material for disclosure to
potential invesiors and their professional advisers and which they would reasonably
require and reasonably expect to find there for the purpose of making an informed
assessment of the matters specified in section 87A(2) of the FSMA.

All statements made or information provided by or on behalf of and with the knowledge
of the Company to the FSA or to any of the Joint Sponsors (including in connection with
any application for ceriain information lo be omitted from the Prospectus and/or the
Circular), are {or, when made, will be) true and accurate in all material respects and are
not (or, when made, will not be) misleading and there are no facts which have not been
disclosed to the FSA in connecticn therewith which by their omission make any such
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statements misleading or which are material for disclosure to the FSA. All expressions
of opinion, intention, belief or expectation made by or on behalf of and with the
knowizdge of the Company to the FSA or to any of the Joint Sponsors (including in
connection with any application for certain information to be omiited from the
Prospectus and/or the Circular), are (or, when made, will be) truly and honestly held and
have been (or, when made, will be) made on reasonable grounds after due and careful
consideration and enquiry.

There is no fact or circumstance which is not disclosed with sufficient prominence in the
Issue Documents which ought to be taken into account by the UK Listing Authority in
considering the application for listing of the New Shares or the application for listing of
the Acquisition Shares.

The Placing and Open Offer (including without limitation, the creation, allotment and
issue of the New Shares and the publication and distribution of the Issue Documents)
has been and will be conducted in all material respects in accordance with the terms
and conditions of the Issue Documents and the Company has complied and will comply
with all laws, rules and regulations applicable to the Placing and Open Offer in each
jurisdiction in which the New Shares are offered.

The Verification Materials have been prepared with due care and attention by persons
who, collectively, have appropriate knowledge and responsibility to enable them to
provide appropriate supporting materials for the statements in the 1ssue Documents in
respect of which they are compiled.

Provision of Information

The pro forma financial information on the Enlarged Group incorporated by reference in
the Prospectus has been duly and carefully prepared on the bases incorporated by
reference in the Prospectus, in accordance with the Prospecius Rules and is presented
on a basis consistent with the accounting principles, standards and practices normally
applied oy the Company.

The summary and selected financial information on the Group set out in the Prospectus
has been duly and carefully extracted from the Accounts and has been properly
compiled on a basis consistent with the accounting policies applied in the Accounts.

The capitalisation and indebtedness table in relation to the Group and the Enlarged
Group set out in the Prospectus has been properly compiled on a basis that is
consistent with the accounting policies applied in the Accounts.

No member of the Group or of the HBOS Group has any off balance sheet financing,
investment or liability materiai for disclosure in the Prospectus that is not so fairly
disclosed.

The unaudited reconciliation of HBOS Group financial information set out, or
incorporated by reference, in the Prospectus accurately presents and explains all
material adjustments which reconcile the HBOS Group's audited consolidated income
statement and consolidated net assets for each of the three years ended 31 December
2005, 2006 and 2007 and the unaudited resulfs for the six months ended 30 June 2008,
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as previously reported by the HBOS Group, to estimates of those that would have been
reported had the HBOS Group applied the accounting policies applied by the Group in
the preparation of its interim resulis for the six months ended 30 June 2008. All
estimates upon which the reconciliation is based are incorporated by reference in the
Prospectus, are reasonable and the adjustments are appropriate for the purpose of
presenting the financial information (as adjusted) on a basis consistent in all material
respects with the accounting policies of the Group,

There are no facts or circumstances, which have not been included the Prospectus or
any other information provided to the UK Listing Authority, which would cause the UK
Listing Authority not to be satisfied that the Company’s capital adequacy is regulated by
the FSA or suitably regulated by ancther regulatory body.

The particulars of the employees schemes contained in the Prospectus or, when
published, any Supplementary Prospectus and, in pariicular, the information as fo the
dates on which options or other rights may be exercised and the number of options or
other rights granted (conditionally or otherwise) on or hefore the date of this Agreement
are accuraie in all material respects and not misleading.

The share capital of the Company will, upon New Share Admission and Acquisition
Share Admission, be as described in paragraph 3 of Part Xl of the Circular and
incorporated by reference into the Prospectus in all material respects; all of the New
Shares will, upon New Share Admission, be duly and validly allotted, authorised and
issued and fully paid or credited as fuily paid; all of the Acquisition Shares will, upon
Acquisition Share Admission, be duly and validly allotted, authorised and issued and
fully paid or credited as fully paid; and, except as disclosed in any previous
announcements made by or on behalf of the Company or any other member of the
Group in respect of public debt or preference share issuance, no person has the right
{(whether exercisable now or in the fulure and whether contingent or not) to call for the
allotment, conversion, issue, sale or transfer of any share or loan capital or any other
security giving rise to a right over the capital of the Company or any member of the
Group under any option or other agreement (including conversion rights and rights of
pre emption); all of the issued share capital of each other member of the Group has
heen guly and validly authorised and issued and fully paid or credited as fully paid and
is owned by the Company or one or more wholly owned subsidiaries of the Company
and is free of all encumbrances.

Reports

All information supplied by the Company or any member of the Group to the Joint
Sponsors and/or the Auditors for the purposes of the PwC Working Capital Report
and/or any other report or letter prepared by the Auditors in conneclion with the Placing
and Open Offer and in respect of any updates therefo, has been supplied to them in
good faith; and such information was when supplied and remains true and accurate in
all material respects and not misleading, and no information has been withheld the
absence of which might reasonably have affected the contents of the Working Capital
Report and/or any other such report or letter.

All information supplied by HBOS or any member of the HBOS Group o KPMG for the
purposes of the KPMG Working Capital Report and/or any other repoit or letter
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prepared by KPMG in connection with the Placing and Open Offer and in respect of any
updates thereto, has been supplied to them in good faith; and such information was
when supplied and remains frue and accurale in afl material respects and not
misleading, and no information has been withheld the absence of which might
reasonably have affected the contenis of the KPMG Working Capital Report and/or any
other such report or letier.

The Reports are fairly presented and all information contained in the Reports is frue and
accurate in all material respects and is not misleading and no fact or matter has been
omitted from the Reports which would be necessary to make the information therein not
misleading; and the Company has read and does not disagree with the statements of
opinion contained in, or the contents of, the Repoits and (where relevant) the
statements of opinion, intention or expectation aftributed to the Group, the HBCS Group
or the Enlarged Group in the Reports are accurate statements of the opinions,
intentions or expectations held by the Group and/or the KBOS Group, which are fairly
based upon facts within the knowledge of the Company and/or HBOS, and have been
made after due and careful consideration and enquiry.

The PwC Working Capital Report has been approved by the Direciors or a duly
authorised committee thereof and the KPMG Working Capital Report has been
approved by the board of directors of HBOS or a duly authorised commiitee thereof, the
cashflow and working capital projections contained in the Working Capital Reports have
been prepared after due and careful consideration and enquiry, all assumptions on
which such projections are based are set out in the Working Capital Repoits and are
reasonable and such projections take into account all maierial matters of which the
Company and/or HBOS is aware concerning the Company, HBOS, the other members
of the Group, the other members of the HBOS Group and the Enlarged Group or the
markets in which any of them is carrying on, or is expecting to carry on, business and all
factual information supplied to PwC by the Company or any other member of the Group
or any of such person’s officers or to KPMG by HBOS or any other member of the
HBOS Group or any of such person's officers for the purpose of enabling PwC and
KPMG respectively to identify or evaluate the assumptions underlying the relevant
projections is true, accurate and not misleading and all other information (including any
forecast or projection) supplied for that purpose was carefully prepared and given in
good faith.

Derogation

Each statement made by or on behalf of the Company (and of which the Company is
aware) in connection with any application to the London Stock Exchange or the UK
Listing Authority for information to be omitied from the Prospectus is true, complete and
accurate and not misleading. There is no information which has not been disclosed in
writing to the London Stock Exchange or the UK Listing Authority in connection with
such an application which by its omission makes such a statement untrue, inaccurate or
misleading.

Compliance

Each member of the Group and of the HBOS Group has conducted its business in all
material respects in accordance with all applicable laws and regulations of the United
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Kingdom and all relevant foreign countries or authorities, and there is no order, decree
or judgment of any court or any governmental or other competent authority or agency of
the United Kingdom or any foreign country outstanding against any member of the
Group or of the HBOS Group or any person for whose acts any member of the Group or
of the HBOS Group is vicariously liable which in any of the foregoing cases would, or
would be reasonably likely to, be (singly or in the aggregate) material in the context of
the Placing and Open Offer, any acquisition of New Shares or subscription for
Preference Shares by HM Treasury, Ordinary Shareholders or Placees, New Share
Admission, Acquisition Share Admission, Preference Admission or post-New Share
Admission or post-Acquisition Share Admission dealings in the Ordinary Shares.

This Agreement, the Preference Share Subscription Agreement and the other
agreements to be entered into by the Company in connection with New Share
Admission, Acquisition Share Admission, Praference Admission and the Placing and
Open Offer and the allotment and issue of the Preference Shares have been or will be
duly authorised, executed and delivered on behalf of the Company and assuming due
authorisation, execution and delivery by the other patties thereto, do or will constitute
valid and binding obligations of the Company enforceable against it in accordance with
their terms (subject to mandatory rules of law relating to insolvency).

Other than pursuant to (i) the Preference Share Subscription Agreement and (ii) options
or other rights granted under the Group's share option schemes and save as otherwise
would not (singly or in the aggregate) be matenal in the context of the Placing and Open
Offer, any acquisition of New Shares or subscription for Preference Shares by HM
Treasury, Ordinary Shareholders or Placees, New Share Admission, Acquisition Share
Admission, Preference Admission or post-New Share Admission or post-Acquisition
Share Admission dealings in the Ordinary Shares, there are no rights {conditional or
otherwise) (i) to require the issue of any shares or other securities (including without
limitation, any loan capital) or securities convertible into or exchangeable for, or
warrants, rights or opfions to purchase, or obligations, commitments or infenfions to
create the same or (ii} to sell or otherwise dispose of any shares or other securities of a
Group Company (other than to another Group Company, as the case may be) which are
outstanding and in force.

Position since Accounts Date and HBOS Accounts Date

Since the Accounts Date and save as disclosed in the Interim Accounts, the Press
Announcemeni or via a Regulatory Information Service:

(A) each Group Company has carried on its respeclive business in the ordinary
course in all material respects, and there has been no Material Adverse Effect;

(B) there has been no material impairment to charges in respect of any assets of
the Company or of any Group Company, and there has been no increase in the
provisions in respect of losses in relation to any mortgage, loans or other assets
of the Company or of any Group Company that, in any of the foregoing cases,
would, or would be reasonably likely ta, be (singly or in the aggregaie) material
in the context of the Placing and Open Offer, any acquisition of New Shares or
subscription for Preference Shares by HM Treasury, Ordinary Shareholders or
Placees, New Share Admission, Acquisition Share Admission, Preference




(©)

(D)

(€)

(F)

101

Admission or post-New Share Admission or post-Acquisition Share Admission
dealings in the Ordinary Shares;

save for the Preference Share Subscription Agreement and any utilisation by
the Company of the short-term liquidity measures being made available by the
Bank of England (in the form notified by HM Government to the European
Commission on 12 October 2008), no Group Company has, otherwise than in
the ordinary course of business, entered into or assumed or incurred any
contract, commitment {(whether in respect of capital expenditure or otherwise),
borrowing, indebtedness in the nature of borrowing, guarantee, liability
(including contingent liability) or any other agreement or obligation that, in any
of the foregoing cases, would, or would be reasonably likely to, be {singly or in
the aggregate) material in the context of the Placing and Open Offer, any
acquisition of New Shares or subscription for Preference Shares by HM
Treasury, Ordinary Shareholders or Placess, New Share Admission, Acguisition
Share Admission, Preference Admission or post-New Share Admission or post-
Acquisition Share Admission dealings in the Ordinary Shares;

other than in the ordinary course of business, no debtor has been released by
the Company to an extent which (singly or in the aggregate) is material in the
context of the Placing and Open Offer, any acquisition of New Shares or
subscription for Preference Shares by HM Treasury, Ordinary Shareholders or
Placees, New Share Admission, Acquisition Share Admission, Preference
Admission or post-New Share Admission or post-Acquisition Share Admission
dealings in the Ordinary Shares on terms that he pays less than the book value
of his debt and no debt of such material amount owing to the Company or any
Group Company has been deferred, subordinated or written off or has proven
imrecoverable to any material extent;

no Group Company has been involved in any transaction (other than any
transaction provided for in this Agreement or in the Preference Share
Subscription Agreement) which has resulted or would be reasenably likely to
resuli (singly or in the aggregate) in any liability for Tax on the Company or any
Group Company, which, in any of the foregoing cases, would, or would be
reasonably likely fo, be (singly or in the aggregate) material in the context of the
Placing and Open Offer, any acquisition of New Shares or subscription for
Preference Shares by HM Treasury, Ordinary Shareholders or Placees, New
Share Admission, Acquisition Share Admission, Preference Admission or post-
New Share Admission or post-Acquisition Share Admission dealings in the
Ordinary Shares other than 2 transaction in the ordinary course of business;
and

no Group Company has been in dgefault in any material respect under any
agreement or arrangement fo which any Group Company is a party and which is
of is reasonably likely to be material and there are no circumstances likely to
give rise to such default, to an extent which (singly or in the aggregate) would,
or would be reasonably likely to, be material in the context of the Placing and
Open Offer, any acquisition of New Shares or subscription for Preference
Shares by HM Treasury, Ordinary Shareholders or Placees, New Share
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Admission, Acquisition Share Admission or post-New Share Admission or post-
Acquisition Share Admission dealings in the Ordinary Shares.

Since the HBOS Accounts Date and save as disclosed in the HBOS Interim Accounts or
via a Regulatory Information Service:

A)

(8)

(C)

(D)

(E)

gach member of the HBOS Group has carried on its respective business in the
ordinary course in all material respects, and there has been no HBOS Material
Adverse Effect;

there has been no material impairment to charges in respect of any assets of
HBOS or any other member of the HBOS Group, and there has been no
increase in the provisions in respect of losses in relation to any morigage, loans
or other assets of HBOS or any other member of the HBOS Group, that, in any
of the foregoing cases, would, or would be reasonably likely to, be (singly or in
the aggregate} material in the context of the Placing and Open Offer, any
acquisition of New Shares or subscription for Preference Shares by HM
Treasury, Ordinary Shareholders or Placees, New Share Admission, Acquisition
Share Adrission, Preference Admission or post-New Share Admission or posi-
Acquisition Share Admission dealings in the Ordinary Shares;

save for the HBOS Preference Share Subscription Agreement and any
utilisation by HBOS of the short-term liquidity measures being made available
by the Bank of England {in the form notified by HM Govemnment to the
European Commission on 12 October 2008), no member of the HBOS Group
has, otherwise than in the ordinary course of business, entered into or assumed
or incurred any confract, commitment (whether in respect of capital expenditure
of otherwise), borrowing, indebtedness in the nature of borrowing, guarantee,
liability {including contingent liability) or any other agreement or obligation that,
in any of the foregoing cases, would, or would be reascnably likely to, be (singly
or in the aggregate) material in the context of the Placing and Open Offer, any
acquisition of New Shares or subscription for Preference Shares by HM
Treasury, Ordinary Shareholders or Placees, New Share Admission, Acquisition
Share Admission, Preference Admission or post-New Share Admission or post-
Acquisition Share Admission dealings in the Ordinary Shares;

other than in the ordinary course of business, no debtor has been released by
HBOS to an extent which (singly or in the aggregate) is material in the context
of the Placing and Open Offer, any acquisition of New Shares or subscription for
Preference Shares by HM Treasury, Ordinary Shareholders or Placees, New
Share Admission, Acquisifion Share Admission, Preference Admission or post-
New Share Admission or post-Acquisition Share Admission dealings in the
Ordinary Shares on terms that he pays less than the book value of his debt and
no debt of such material amount owing to HBOS or any cther member of the
HBOS Group has been deferred, subordinated or written off or has proven
irrecoverable to any material extent;

no member of the HBOS Group has been involved in any transaction (other
than any transaction provided for in the HBOS Placing and Open Offer
Agreement or in the HBOS Preference Share Subscription Agreement) which
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has resulted or would be reasonably likely to result (singly or in the aggregate)
in any liability for Tax on HBOS or any other member of the HBOS Group,
which, in any of the foregeing cases, would, or would be reasconably likely to, be
(singly or in the aggregate) material in the context of the Placing and Open
Offer, any acquisition of New Shares or subscription for Preference Shares by
HM Treasury, Ordinary Shareholders or Placees, New Share Admission,
Acquisition Share Admission, Preference Admission or post-New Share
Admission or post-Acquisition Share Admission dealings in the Ordinary Shares
other than a transaction in the ordinary course of business; and

(F) no member of the HBOS Group has been in default in any material respect
under any agreement or arrangement to which any member of the HBOS Group
is a party and which is or is reasonably likely to be material and there are no
circumstances likely to give rise to such defauli, to an extent which (singly or in
the aggregate) would, or would be reasonably likely to, be material in the
context of the Placing and Open Offer, any acquisition of New Shares or
subscription for Preference Shares by HM Treasury, Ordinary Shareholders or
Placees, New Share Admission, Acquisition Share Admission or post-New
Share Admission or post-Acquisition Share Admission dealings in the Ordinary
Shares

Litigation

No member of the Group or of the HBOS Group or any of their respective officers or
agents or employees is involved, or has during the recent past (being not less than 12
months ending on the date of this Agreement) been involved in any civil, criminal,
arbitration, administrative, governmental or other proceedings or governmental
regulatory or similar investigation or enguiry, whether as plaintiff, defendant or otherwise
which, by itself or with other proceedings, which would be, or is reasonably likely to be,
material in the context of the Placing and Open Offer, any acquisition of New Shares or
subscription for Preference Shares by HM Treasury, Ordinary Shareholders or Placees,
New Share Admission, Acquisition Share Admission, Preference Admission or post-New
Share Admission or post-Acquisition Share Admission dealings in the Ordinary Shares.

No litigation or arbitration, administrative, governmental, civil, criminal or other
proceedings nor governmental, regulatory or similar investigation or enquiry are pending
or have been threatened by or against any Group Company or any member of the
HBOS Group or any of their respective officers, agents or employees in relation to the
affairs of any Group Company or any member of the HBOS Group and, to the best of
the knowledge, information and belief of the Company and the Directors, there are no
facts or circumstances likely (¢ give rise to any such litigation or arbitration,
administrative, criminal, governmental, civil, or other proceedings or governmental,
requlatory or similar investigation or enguiry, in each case, fo an extent which, by itself
or with other proceedings, would be, or is reasonably likely to be, material in the context
of the Placing and Open Offer, any acquisition of New Shares or subscription for
Preference Shares by HM Treasury, Ordinary Shareholders or Placees, New Share
Admission, Acquisition Share Admission, Preference Admission or post-New Share
Admissicn or post-Acquisition Share Admission dealings in the Ordinary Shares.
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No member of the Group or of the HBOS Group or any of their respective officers or
agents or employees in refation to the affairs of any Group Company or any member of
the HBOS Group has been a party fo any undertaking or assurance given to any court
or governmental agency of the subject of any injunction which in any of the foregoing
cases js still in force and which, by itself or with other proceedings, which would be, ot is
reasonably likely io be, material in the context of the Placing and Open Offer, any
acquisition of New Shares or subscription for Preference Shares by HM Treasury,
Ordinary Shareholders or Placees, New Share Admission, Acquisition Share Admission
Preference Admission or post-New Share Admission or post-Acquisition Share
Admission dealings in the Ordinary Shares.

For the purpose of this paragraph 7, proceedings includes any action by any
governmental, public or regulatory authority (including any investment exchange of any
authority or body which regulates investment business or takeovers or which is
concerned with regulatory, licensing, competition, taxation matters or matters
concerning Intellectual Property Rights).

Arrangements with directors and shareholders

Save for the articles of association of the Company, the Preference Share Subscription
Agreement, any service agreement with a Director and any contracts entered into in the
ordinary course of business, there are no existing confracts or engagements or other
arrangements to which any Group Company is a party and in which any of the directors
of any Group Company and/or any associate of any of them is interested which would
be material in the context of the Placing and Open Offer, any subscription for New
Shares or the Preference Shares by HM Treasury, Ordinary Shareholders or Placees,
New Share Admission, Acquisition Share Admission or post-New Share Admission or
post-Acquisition Share Admission dealings in the Ordinary Shares; and to the extent
that any such contracts, engagements or other arrangements exist they comply with the
related party requirements of the Listing Rules of the UK Listing Authority {or other
relevant regulator).

No Shareholder has any rights, in his capacity as such, in relation to any Group
Company other than as seif out in the articles of association of the Company or the
Preference Share Subscription Agreement.

The Company is not aware of any claim, demand or right of action against any member
of the Group or of the HBOS Group otherwise than for accrued remuneration in
accordance with their contracts of employment by any officer or employee {or former
officer or employee) of the Group or of the HBOS Group andfor any associate of them in
any of the foregoing cases, to an extent that (singly or in the aggregate) would, or would
be reasonably likely to, be material in the context of the Placing and Open Offer, any
acquisition of New Shares or subscription for Preference Shares by HM Treasury,
Ordinary Shareholders or Placees, New Share Admission, Acquisition Share Admission,
Preference Admission or post-New Share Admission or post-Acquisition Share
Admission dealings in the Ordinary Shares,

So far as the Company is aware, no Director or director of HBOS nor any person
connected with such Director or director of HBOS nor any of the employees of the
Group or of the HBOS Group nor any person connected with any such employee is in
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breach of any restrictive covenant, employment agreement or contract for services
which would, or would be reasonably likely to, affect the Company, HBOS, any other
member of the Group or of the HBOS Group and so far as the Company is aware, there
are no circumstances which might give rise to any claim of such a breach or any other
dispute with any employer, former employer or other person for whom any Qirector or
any director of HBOS or employee of the Group or of the HBOS Group provides or has
provided services, in any of the foregeoing cases to an extent that (singly or in the
agaregate) would, or would be reasonably likely to, be material in the context of the
Placing and Open Offer, any acquisition of New Shares or subscription for Preference
Shares by HM Treasury, Ordinary Shareholders or Placees, New Share Admission,
Acquisition Share Admission, Preference Admission or post-New Share Admission or
post-Acquisition Share Admission dealings in the Ordinary Shares.

For the purpose of this paragraph 8, associate has the meaning:

(A) in the case of an individual, given to “connected person” under section 96B(2) of
FSMA: and
(B) in the case of a body corporate, given to "associated company” in sections 418

st seq. of the Income and Corporation Taxes Act 1988,
Information technology

Save as otherwise would not {singly or in the aggregate) be material in the context of
the Placing and Open Offer, any acquisition of New Shares or subscription for
Preference Shares by HM Treasury, Ordinary Shareholders or Placees, New Share
Admission, Acquisition Share Admission, Preference Admission or post-New Share
Admission or post-Acquisition Share Admission dealings in the Ordinary Shares:

{A) systems used or planned to be used in connection with the businesses of the
Group and the HBOS Group are all the systems required for the present needs
of the business of the Group and the HBOS Group, including, without limitation,
as to system capacity and ability to process cuitent peak volumes and
anticipated volumes in a timely manner,

(B) in the 12 months prior fo the date of this Agreement, neither the Group nor the
HBOS Group has suffered any failures or bugs in or breakdowns of any
systems used in connection with the businesses of the Group or the HBOS
Group which have caused any substantial disruption or interruption in or to its
use and the Company is not aware of any fact or matter which may so disrupt or
interrupt or affect the use of such equipment following the date of this
Agreement on the same basis as it is presently used;

(C) all hargware comprised in any systems, excluding any software and any
external communications lines, used in the businesses of the Group and the
HBOS Group are owned (except those items which are subject to finance
leases) and operated by and are under the confrol of a member of the Group or
the HBOS Group and are not wholly or partly dependent on any facilities which
are not under the ownership, operation or conirol of the Group or the HBOS
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Group or (where governed by outsourcing or other similar arrangements) are
otherwise openly accessible to the Group or the HBOS Group; and

(D) each member of the Group and of the HBOS Group is validiy licensed lo use
the software used in its business.

Share Schemes

Save as required by the Preference Share Subscription Agreement, as required for the
implementation of the Acquisition in the manner contemplated by the Press
Announcement and this Agreement, and as otherwise would not (singly or in the
aggregate)} be material in the context of the Placing and Open Offer, any acquisition of
New Shares or subscription for Preference Shares by HM Treasury, New Share
Admission, Acquisition Share Admission, Preference Admission or post-New Share
Admission or post-Acguisition Share Admission dealings in the Ordinary Shares, and
except for oplions or other rights granted under the Company’s approved share option
schemes or other employee incentive arrangements in accordance with normal practice,
there are no arrangements which {contingentiy or otherwise} may give rise to an
obligation on the Company or any Group Company to allof, issue or grant any relevant
securities as defined in section 80 of the CA 1985.

Pension schemes

Save as would otherwise not (singly or in the aggregate) be material in the context of
the Placing and Open Offer, any acquisition of New Shares or subscription for
Preference Shares by HM Treasury, New Share Admission, Acquisition Share
Admission, Preference Admission or post-New Share Admission or post-Acquisition
Share Admission dealings in the Ordinary Shares, the Group is not paying, and is not
under any liability {actual or contingent) to pay or secure (other than by payment of
employers’ contributions under national insurance or social security [egislation), any
pension or other benefit on retirement, death or disability or on the attainment of a
specified age or on the completion of a specified number of years of service.

Agreements

Save for the Preference Share Subscription Agreement, as required for the
imptementation of the Acquisition in the manner contemplated by the Press
Announcement and this Agreement, or as otherwise disclosed in any previous
announcements made by or on behalf of the Company or any member of the Group in
respect of public debt or preference share issuance and otherwise as would not (singly
or in the aggregate) be material in the context of the Placing and Open Offer, any
acquisition of New Shares or subscription for Preference Shares by HM Treasury,
Ordinary Shareholders or Placees, New Share Admission, Acquisition Share Admission,
Preference Admission or post-New Share Admission or post-Acquisition Share
Admission dealings in the Ordinary Shares, there is no agreement, undertaking,
instrument or arrangement requiring the creation, allotment, issue, redemption or
repayment, of the grant fo any person of the right (whether conditional or not) to require
the allotment, issue, redemption or repayment, of any shares in the capital of the
Company or any subsidiary undertaking of the Company (including, without limitation,
an option or right of pre-emption or conversion).
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Regulatory

No member of the Group or of the HBOS Group or any of their respective officers has
failed to comply with any statutory provision or any rules, reguiations, directions,
requirements, notices and provisions of the FSA or any other regulatory body applying
to such member of the Group or member of the HBOS Group in relation to its business
including (without limitation} in respect of the maintenance of its Capital Resources
Requirement and satisfaction of the Overall Financial Resources Rule and any
equivalent capital requiremenis in any other jurisdiction that are applicable to any
member of the Group or of the HBOS Group;, no obligation has arisen in respect of the
general notification requirements under Chapter 15.3 of SUP, save in any of the
foregoing cases to an extent which would not (singly or in the aggregate) be material in
the context of the Placing and Open Offer, any acquisition of New Shares or
subscription for Preference Shares by BHM Treasury, Ordinary Shareholders or Placees,
New Share Admission, Acquisition Share Admission, Preference Adimission or post-New
Share Admission or posi-Acquisifion Share Admission dealings in the Ordinary Shares.

Save as otherwise as would not (singly or in the aggregate) be material in the context of
the Placing and Open Offer, any acquisition of New Shares or subscription for
Preference Shares by HM Treasury, Ordinary Shareholders or Placees, New Share
Admission, Acquisition Share Admission, Preference Admission or post-New Share
Admission or post-Acquisition Share Admission dealings in the Ordinary Shares, no
member of the Group or of the HBOS Group is the subject of any investigation,
enforcement action (including, without limitation to vary the terms of any permission of
licence) or disciplinary proceeding by the FSA or any other regulatory body having
jurisdiction over such member of the Group or of the HBOS Group, and no such
investigation, enforcerment action or disciplinary proceeding is threatened or pending.

Cash box

JerseyCo has not undertaken any obligations or liabilities except pursuant to or as
contemplated by the Subscription and Transfer Agreement and the Option Agreement.

JerseyCo is and will remain resident in the United Kingdom and nowhere else for United
Kingdom tax purposes.

No share register of JerseyCo is located or kept in the United Kingdom.

Neither the Company nor JerseyCe has caused or permitted any issue or transfer of
shares or debentures in JerseyCo which is unlawful for the purposes of Section 785 of
the Income and Corporation Taxes Act 1988.

Competition

No member of the Group or of the HBOS Group is a party to (or is concerned in) any
agreement, arrangement, concerted practice or course of conduct which infringes, or of
which particulars have or should have been delivered to any relevant governmental or
other authority in any jurisdiction under any relevant legislation in any territory regarding
anti-competitive or restrictive frade or business practices or which falls within Articles 81
andfor 82 of the EC Treaty, or otherwise, in any of the foregoing cases to an extent that
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(singly or in the aggregate) would, or would be reasonably likely to, be material in the
context of the Placing and Open Qffer, any acquisition of New Shares or subscription for
Preference Shares by HM Treasury, Ordinary Shareholders or Placees, New Share
Admission, Acquisition Share Admission, Preference Admission or post-New Share
Admission or post-Acquisition Share Admission dealings in the Ordinary Shares.

No member of the Group or of the HBOS Group is, or has been, in connection with its
business or that of any other member of the Group or of the HBOS Group, engaged in
any practice which conltravenes any such legislation as is referred to in the preceding
paragraph or which is under investigation by any authority referred to in the preceding
paragraph or which is the subject of undertakings to any such auihority and, so far as
the Company is aware, none of the practices carried on by any member of the Group or
of the HBOS Group contravenes or may contravene any such legislation or is
reasonably likely to be subject to such investigation, in any of the foregoing cases to an
extent that would, or would be reasonably likely to, be (singly or in the aggregate)
material in the context of the Placing and Open Offer, any acquisition of New Shares or
subscription for Preference Shares by HM Treasury, Ordinary Shareholders or Placees,
New Share Admission, Acquisition Share Admission, Preference Admission or post-New
Share Admission or post-Acquisition Share Admission dealings in the Ordinary Shares.,

Compliance

Each member of the Group, other than those underiakings in which the Company holds
a propoition of the capital that is not likely to have a significant effect on the assessment
of its own assets and liabilities, financial position or profits and losses, and JerseyCo
and each member of the HBOS Group has been duly incorporated and is validly
existing as a company with limited liability under the laws of the country of its
incorporation with full corporate power and authority fo own, lease and operate the
properties which it owns, leases and operates and to own its other assets and carry on
its business as presently carried on and as intended to be carried on in all material
respects as described in the Circular and the Prospectus and, in relation to each
member of the Group and JerseyCo and each member of the HBOS Group, to enter
into and perform its obligations pursuant to the Placing and Open Offer and the
Acquisition and to enter intc and consummate all transactions in connection therewith.

The Company has duly authorised, executed and delivered this Agreement and the
other agreements to be entered into by it in connection with the Placing and Open Offer
and the Acquisition and each of them constitute valid and binding obligations
enforceable against it in accordance with their respective terms.

All licences, permissions, authorisations and consents which are material for carrying on
the business of the Group and the HBOS Group have been obtained and are in full
force and effect and, so far as the Company is aware, there are no circumstances which
might lead to any of such licences, permissions, authorisations and consents being
revoked, suspended, vaned or refused renewal to an extent which would, or would be
reasonably likely to, be (singly or in the aggregate) material in the context of the Placing
and Qpen Offer, any acquisition of New Shares or subscription for the Preference
Shares by HM Treasury, Ordinary Shareholders or Placees, New Share Admission,
Acquisition Share Admission, Preference Admission or post-New Share Admission or
post-Acquisition Share Admission dealing in the Ordinary Shares.
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Save as would not be (singly or in the aggregate) material in the context of the Placing
and Open Offer, any acquisition of New Shares or subscription for Preference Shares
by HM Treasury, Ordinary Shareholders or Placees, New Share Admission, Acquisition
Share Admission, Preference Admission or post-New Share Admission or post-
Acquisition Share Admission dealings in the Ordinary Shares, ali sums due in respect of
the issued share capital of the Company and HBOS at the date of this Agreement have
been paid to and received by the Company or HBOS. No owner or holder of any of the
share capital of the Company or HBOS shall, with effect from New Share Admission or
Acquisition Share Admission, have any right, in his capacity as such, in relation to the
Group other than as set out in the memorandum and articles of association of the
Company or of HBOS respectively.

Save as would not be (singly or in the aggregate) material in the context of the Placing
and Open Offer, any acquisition of New Shares or subscription for Preference Shares
by HM Treasury, Ordinary Shareholders or Placees, New Share Admission, Acquisition
Share Admission, Preference Admission or post-New Share Admission or post-
Acquisition Share Admission dealings in the Ordinary Shares, each of the Company and
HBOS is the beneficial owner free from all Adverse Interests of the shares it holds in
each of its subsidiary undertakings.

Save as would not be (singly or in the aggregate) material in the context of the Placing
and Open Qffer, any acquisition of New Shares or subscription for Preference Shares
by HM Treasury, Ordinary Shareholders or Placees, New Share Admission, Acquisition
Share Admission, Preference Admission or posi-New Share Admission or post-
Acquisition Share Admission dealings in the Ordinary Shares, the Company and the
Directors have at all times complied with the provisiens of the Company’s memorandum
and articles of associaticn and the Companies Acts and, subject to the passing of the
Resolutions, have or will have the right, power and autherity under the memorandum
and articles of association of the Company, or pursuant to resolution passed in general
meeting, io enter into and perform this Agreement (including, without limitation, the
power to pay commissions, fees, costs and expenses provided for in this Agreement)
and the Preference Share Subscription Agreement, 1o make the Placing and Open
Offer, to allot and issue the New Shares in certificated and uncertificated form and the
Preference Shares in certificated form, te allot and issuve the Acquisition Shares in
certificated and uncertificated form, to issue the Issue Documents in the manner
propesed without any sanction or consent by members of the Company or any class of
themn and, subject to New Share Admission, Acquisition Share Admission and
Preference Admissicon, there are no other consents, authorisations or approvals
required by the Company in connection with the entering into and the performance of
this Agreement, the Subscription and Transfer Agreement, the Option Agreement or the
Preference Share Subscription Agreement and the actions referred to in this paragraph
1.5 which have not been irrevocably and unconditionally obtained. The Company's
existing Ordinary Shares are participating securities in, and have not been suspended
from, CREST.

Save as would not be (singly or in the aggregate} material in the context of the Placing
and Open Offer, any acquisition of New Shares or subscription for Preference Shares
by HM Treasury, Ordinary Sharenholders or Placees, New Share Admission, Acquisition
Share Admission, Preference Admission or post-New Share Admission or post-
Acquisition Share Admission dealings in the Ordinary Shares, the aliotment and issue of
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the New Shares, the Acquisition Shares and the Preference Shares, the Placing and
Open Offer, the issue and distribution of the I1ssue Documents and any other document
by or on behalf of the Company in connection with New Share Admission, Acquisition
Share Admission, the Placing and Open Offer or the allotment and issue of the
Preference Shares will comply with all agreements to which any Group Company is a
party or by which any such Group Company is bound and will comply with: (a) all
applicable laws and regulations of the United Kingdom (including, without limitation, the
Companies Acts, FSMA, the Listing Rules, the Prospectus Rules, the DTRs and the
Admission and Disclosure Standards) and all applicable United States laws and
regulations and with all applicable laws and regulations of any relevant jurisdiction; (b)
the memorandum and articles of association of the Company; and (¢) when published,
the PwC Working Capital Report; and will not exceed or infringe any restrictions or the
terms of any contract, indenture, security, obligation, commitment or arrangement by or
binding upon the board of directors of any Group Company or their respective
properties, revenues or assets or result in the implementation of any right of pre
emption or any other material provision thereof, or resuli in the imposition or variation of
any material rights or obligations of any Group Company.

Save as would not be (singly or in the aggregaie) material in the context of the Placing
and Open Offer, any acquisition of New Shares or subscription for Preference Shares
by HM Treasury, Ordinary Shareholders or Placees, New Share Admission, Acguisition
8Share Admission, Preference Admission or post-New Share Admission or post-
Acquisition Share Admission dealings in the Ordinary Shares, none of the Company,
any other member of the Group, HBOS or any other member of the HBOS Group is
and, so far as the Company is aware, no event is about to occur which would result in
the Company, any other member of the Group, HBO S or any other member of the
HBOS Group heing () in violation of its memorandum or articles of association or other
governing or constitutional documents or (b} in breach or default in the performance or
observance of any obligation, agreement, covenant or condition contained in any
Agreement or Instruments, or (¢) in violation of any applicable law, statute, rule,
regulation, judgment, order, writ, claim form or decree of any government, government
instrumentality or court, domestic or foreign, having jurisdiction over the Company, any
other member of the Group, HBOS or any other member of the HBOS Group or any of
their respective assets, revenues or properties. Save as would not be (singly or in the
aggregate) material in the context of the Placing and Open Offer, any acquisition of New
Shares or subscription for Preference Shares by HM Treasury, Ordinary Shareholders
or Placees, New Share Admission, Acquisition Share Admission, Preference Admission
or post-New Share Admission or posi-Acquisition Share Admission dealings in the
Ordinary Shares, the Company, each cther member of the Group, HBOS and each
other member of the HBOS Group has complied and will comply with applicable
securities laws and regulations in relation to the Placing and Open Offer and the
Acquisition.

The statement set out in clause 2.1(M) is true and accurate and not misleading.
The New Shares and the Acquisition Shares will, upon allotment, be free from all

Adverse Interests and will rank pari passu in all respects with the existing issued shares
in the issued share capital of the Company.
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The Preference Shares will, upon allotment be free from all Adverse Interests and will
have the rights and be subject to the restrictions as set out in Schedule 1 of the
Preference Share Subscription Agreement.

Each of the Company and HBOS has complied in all material respects with the
requirements of Euroclear and the Regulations.

No member of the Group or any person acting on its behalf has taken, directly or
indirectly, any action designed to or which has constituted or which might reasonably be
expected to cause or result in stabilisation or manipulation of the price of any security of
the Company.

The Company has not paid or agreed to pay to any person any compensation for
soliciting another to purchase any New Shares (except as confemplated in this
Agreement),

All information provided by the Company, HBOS, any of their subsidiary undertakings or
any of its or their officers or employees to HM Treasury and/or to the Joint Sponsors
and/or the Auditers andfor KPMG in connectien with its or their due diligence enquiries
or similar requests for information has been supplied in good faith and such information
was when supplied, and remains, frue and accurate in all material respects and no
further information requested has been withheld, the absence of which might
reasonably be considered to be material to such due diligence enguiries or requests for
information.

Announcements

The Press Announcement does not contain any unfrue statement of a material fact or
omit to state a material fact necessary in order to make the statements therein, in light
of the circumstances under which they were made, not misleading, provided that this
warranty shall not cover information contained in the Press Announcement which was
furnished in writing to the Company by the Joint Sponsors expressly for use therein; and
all expressions of opinion, intention, belief or expectation of the Company or the
Directors contained in the Press Announcement are truly and honestly held and made
on reasonable grounds after due and careful enquiry.

With respect o all Previous Announcemenis, all statements of fact contained therein
were at the date of the relevant Previous Announcement and, save to the extent
corrected, amended or supplemented in any document or announcement issued or
made by or on behalf of the Company or any member of the Group subsequent thereto,
remain true and accurate in all material respects and not misleading in any material
respect and all estimates, expressions of opinion or intention or expectation of the
Directors contained therein were made on reasonable grounds and were honestly held
by the Direciors and were fairly based and there were no facts known (or which could
on reasonable enquiry have been known by the Directors) the omission of which would
make (i) any material statement of fact, or (i) any estimate or statemeni or expression
of opinion, intention or expectation in any of the Previous Anncuncements misleading
and all Previous Announcements complied in all material respects with the
memorandum and articles of association of the Company, the Listing Rules, the DTRs,
the Prospectus Rules, the Companies Acts, FSMA, all applicable rules and
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requirements of the London Stock Exchange and the FSA, all applicable US laws and
regulations and (in all material respects) all other applicable requirements of statute,
statutory regulation or any requlatory body. There is no existing profit forecast
outstanding in respect of the Company, the Group taken as a whole, or any member
thereof.

18. Accounts

18.1  The Acccunts incorporated by reference inte paragraph 20 of Part Xl of the Circular and
Part A of Part XVI of the Prospectus:

(A) have been prepared and audited in accordance and comply with IFRS, the
Companies Acts and all applicable laws and regulations;

(B) give a true and fair view of the financial condition and of the state of affairs of
the Company and the Group as at the end of each of the relevant financial
periods {including the Accounts Date) and of the profit, loss, cash flow and
changes in equity of the Company and the Group for such periods; and

<) either made proper provision for, or, where approgpriate, in accordance with
IFRS, include a note in respect of all liabilities or commitments, whether actual,
deferred, contingent or disputed, of the Group.

18.2  The Interim Accounts incorporated by reference into paragraph 20 Pait Xl of the
Circular and Pait B of Part XVI of the Prospectus:

(A) have been prepared in accordance with, and comply with, IFRS and all
applicable laws and regulations;

(B) present fairly in all material respects the financial position of the Group as at 30
June 2008 and the resulis of operations and the cash flows of the Group for the
financial period ended on 30 June 2008; and

(C) either made proper provision for, or, where appropriate, in accordance with
IFRS, include a note in respect of all liabilities or commitments, whether actual,
deferred, contingent or disputed, of the Group.

18.3  The HBOS Accounts incorporated by reference into Part A of Part Vi of the Circular
and Part A of Part XVl of the Prospectus:

(A) have been prepared and audited in accordance and comply with IFRS, the
Companies Acts and all applicable laws and regulations;

(B) give a true and fair view of the financial condition and of ihe state of affairs of
HBOS and the HBOS Group as at the end of each of the relevant financial
periods (including the HBOS Accounts Date) and of the profit, loss, cash flow
and changes in equity of HBOS and the HBOS Group for such periods; and




8.4

113

) either made proper provision for, or, where appropriate, in accordance with
IFRS, include a note in respect of all liabilities or commitments, whether actual,
deferred, contingent or disputed, of the HBOS Groug.

The HBOS Interim Accounts incorporated by reference into Pari B of Part Vill of the
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(A) have been prepared in accordance with, and comply with, IFRS and all
applicable laws and regulations;

(8) present fairly in all material respects the financial position of the HBOS Group
as at 30 June 2008 and the resulis of operations and the cash flows of the
HBOS Group for the financial period ended on 30 June 2008; and

(<) either made proper provision for, or, where approgpriate, in accordance with
IFRS, include a note in respect of all liabilities or commitments, whether actual,
deferred, contingent or disputed, of the HBOS Group.

The Directors have established procedures which provide a reasonable basis for them
to make proper judgements on an ongoing basis as to the financial position and
prospects of the Company, the Group and, following the effective date of the Scheme,
the Enlarged Group.

The directors of HBOS have established procedures which provide a reasanable basis
for them to make proper judgements on an ongoing basis as to the financial position
and prospects of HBOS and the HBOS Group,

There are no, and during the past five years have been no: (i) material weaknesses in
the Company’s internal controls over financial reporting (whether or not remediated) of
the Company or the Group; (ii) changes in the Company’s internal conirols over
financial reporting of the Company or the Group that have materially adversely affected,
or would be reasonably likely to materially adversely affect, the Company's internal
controls over financial reporting of the Company or the Group; or {iii} material fraud that
involves any curent member of management of the Company or (so far as the
Company is aware) of any other member of the Group and no material fraud that
involves any employee of the Company or (so far as the Company is aware) of any
other member of the Group.

Guarantees, Indemnities, borrowings and default
Save for:

{A) guarantees or indemnities given by any member of the Group or of the HBOS
Group in the ordinary course of business; and

(B) any indemnities given by the Company or HBOS to HM Treasury and/or the
Joint Sponsors and/or Morgan Stanley & Co. International ple and/or Dresdnder
Kleinwort Limited,
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no member of the Group or of the HBOS Group has given or has agreed to give any
guarantee or indemnity or similar obligation in favour of a third party and no member of
the Group or of the HBCS Group has any current or known future liability, howsoever
arising which, in any of the foregeing cases, would, or would be reasonably likely to, be
(singly or in the aggregate) material in the context of the Placing and Open Offer, the
Preference Share Subscription, any acquisition of New Shares or subscription for
Preference Shares by HM Treasury, Ordinary Shareholders or Placees, New Share
Admission, Acquisition Share Admission, Preference Admission or post-New Share
Admission or post-Acquisition Share Admission dealings in the Ordinary Shares.

No event has occurred nor have any circumstances arisen (and the making and
completion of the Placing and Open Offer and the allotment and issue of the New
Shares, the Acquisition Shares and the Preference Shares will not give rise to any such
event or circumstance) so that any person is or would be entitled, or could, with the
giving of notice or lapse of time or the fulfilment of any condition or the making of any
determination, become entitled, to require repayment before its stated maturity of, or to
take any step to enforce any security for, any indebtedness of any member of the Group
or of the HBOS Group and no person to whom any indebtedness, of any member of the
Group or of the HBOS Group which is payable on demand is owed has demanded or
threatened to demand repayment of, or taken or threatened to take any step to enforce
any guarantee, indemnity or other security for, the same, which, in any of the foregoing
cases, would, or would be reasonably likely to, be (singly or in the aggregate) material
or have material consequences in each case in the context of the Placing and Open
Qffer, any acquisition of New Shares, or subscription for Preference Shares, by HM
Treasury, Ordinary Shareholders or Placees, New Share Admission, Acquisition Share
Admission, Preference Admission or post-New Share Admission or posi-Acquisition
Share Admission dealings in the Ordinary Shares or the business of the Group or the
HBOS Group.

There are no companies, undertakings, partnerships or joint venfures in existence in
which any member of the Group or of the HBOS Group has an ownership interest but
whose results are not consolidated with the results of the Group or of the HBOS Group,
but whose default would affect the indebtedness or increase the contingent liabilities of
the Group or of the HBOS Group to an extent which would, or would be reasonably
likely to, be (singly or in the aggregate) material in the context of the Placing and Open
Offer, any acquisition of New Shares, or subscription for Preference Shares by HM
Treasury, Ordinary Shareholders or Placees, New Share Admission, Acquisition Share
Admission, Preference Admission or post-New Share Admission or poest-Acquisition
Share Admission dealings in the Ordinary Shares.

No event or circumstance exists, has occuired or arisen or, so far as the Company is
aware, is about to occur which constitutes or results in, or would with the giving of notice
and/or lapse of time and/or the making of a relevant determination, constitute, or result
in, termination of or a default or the acceleration or breach of any obligation under any
agreement, instrument or arrangement to which any member of the Group or of the
HBOS Group is a party or by which any such member of the Group or of the HBOS
Group or any of its properties, revenues or assets are bound, in any of the foregoing
cases to an extent which would, or would be reasonably likely to, be (singly or in the
agaregate) material in the context of the Placing and Open Cffer, any acquisition of New
Shares, or subscription for Preference Shares, by HM Treasury, Ordinary Shareholders
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or Placees, New Share Admission, Acquisition Share Admission, Preference Admission
or post-New Share Admission or post-Acquisition Share Admission dealings in the
Qrdinary Shares.

Taxation

No stamp duty, SDRT or other issuance or transfer taxes ¢r similar duties are payable in
coennection with the allotment, issue and delivery of the New Shares, or the Preference
Shares, by the Company in accordance with the terms of this Agreement or, as the case
may be, the Preference Share Subscription Agreement or otherwise in connection with
the making or implementation of the Placing and Open Offer or any subscription for the
Preference Shares, save for any stamp duty or SDRT payable under sections §7, 70, 93
or 96 of the Finance Act 1986 in relation to the issue of the New Shares or the
Preference Shares.

Intellectual property

Except to an extent that would not (singly or in the aggregate) be material in the context
of the Placing and Open Cffer, any acquisition of New Shares or subscription for
Preference Shares by HM Treasury, Ordinary Shareholders or Placees, New Share
Admission, Acquisition Share Admission, Preference Admission or post-New Share
Admission or post-Acquisition Share Admission dealings in the Ordinary Shares, and so
far as the Company is aware, neither the Group nor the HBOS Group infringes the
Intellectual Property Rights of any third party nor so far as the Company is aware does
any third party infringe the Intellectual Property Rights owned or used by the Group or
the HBOS Group.

All material Intellectual Property Rights used by the Group and the HBOS Group are
either legally or beneficially owned by the Group or the HBOS Group in all material
respects or are used under a licence and are not subject to any Adverse Interests to an
extent that would or might (singly or in the aggregate) be material in the context of the
Placing and Open Offer, any acquisition of New Shares or subscription for Preference
Shares by HM Treasury, Qrdinary Shareholders or Placees, New Share Admission,
Acquisition Share Admission, Preference Admission or post-New Share Admission or
post-Acquisition Share Adrnission dealings in the Ordinary Shares.

Save as would not (singly or in the aggregate) be material in the ¢ontext of the Placing
and Open Offer, any acquisition of New Shares or subscription for Preference Shares
by HM Treasury, Ordinary Shareholders or Placees, New Share Admission, Acquisition
Share Admission, Preference Admission or post-New Share Admission or post-
Acquisition Share Admission dealings in the Ordinary Shares, (i) all inteliectual Property
Rights registered in the name of 2 member of the Group or of the HBOS Group (if any)
are beneficially owned by it and subsisting and if granted not subject to revocation and
(i all requisite registration and renewal fees in respect thereof have been duly and
timeously paid.

Save as would not (singly or in the aggregate) be material in the context of the Placing
and Open Offer, any acquisition of New Shares or subscription for Preference Shares
by HM Treasury, Ordinary Shareholders or Placees, New Share Admission, Acquisition
Share Admission, Preference Admission or post-New Shara Admission or post-
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Acquisition Share Admission dealings in the Ordinary Shares, (i) all Intellectual Property
Rights owned and used or reasenably likely to be used by the Group and the HBOS
Group and capable of legal protection are subject to appropriate and enforceable
protection (including, where reasonably appropriate, by registration), and (ii) so far as
the Company is aware there is no restriction of the rights of the Group or the HBOS
Group to use any Intellectval Property Rights owned by or licensed o the Company or
HBOS fo engage in any of the activities presently or proposed to be undertaken by it

Insurance

Save as would not be (singly or in the aggregate) material in the context of the Placing
and Open Offer, any acquisition of New Shares or subscription for Preference Shares
by HM Treasury, Ordinary Sharehoiders or Placees, New Share Admission, Acquisition
Share Admission, Preference Admission or post-New Share Admission or post-
Acquisition Share Admission dealings in the Ordinary Shares, each of the Group and
the HBOS Group is insured to adequate levels against all risks which the Company
reasonably believes to be commonly insured against by persons carrying on the same
or similar businesses as those carried on by the Group and the HBOS Group and
against all risks against which the Group and the HBOS Group might reasonably be
expected to insure in the particular circumstances of the businesses carried on by each
membper of the Group and of the HBOS Group, all such insurances are in full force and
effect and to the best knowledge, information and belief of the Company, there are no
circumstances which could render any such insurances void or voidable and there is no
material insurance claim, pending, threatened or outstanding against any member of the
Group or of the HBOS Group and all premiums due in respect of all insurances have
been duly paid.

Rating

Except as publicly announced the Company has not received notice of any intended or
potential downgrading of the rating assigned to any of the Company’s or HBOS's (or
any other member of its Group's or any other member of the HBOS Group’s) credit or
debt by a ratings agency.

Insolvency

No member of the Group or of the HBOS Group is unable to pay its debts within the
meaning of section 123 of the Insolvency Act 1986 or is otherwise insolvent.

Save in the context of a solvent voluntary winding up or octherwise as would not (singly
or in the aggregate) be material in the content of the Placing and Open Offer, any
acquisition of New Shares or subscription for Preference Shares by HM Treasury, New
Share Admission, Acquisition Share Admission, Preference Admission or post-New
Share Admission or post-Acquisition Share Admission dealings in the Ordinary Shares,
no order has been made, petition presented or resolutions passed for the winding up of
any member of the Group or of the HBOS Group and no meeting has been convened
for the purpose of winding up any member of the Group or of the HBCS Group. No
member of the Group or of the HBOS Group has been a party to any transaction which
could be avoided in 2 winding up.
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No steps have been taken for the appointment of an administrator or receiver (including
an administrative receiver) of all or any part of the assets of any member of the Group
or of the HBOS Group.

By reason of actual or anticipated financial difficulties, no member of the Group or of the
HBOS Group has commenced negotiations with its creditors or any class of its creditors
with & view to rescheduling any of its indebtedness or has made or proposed any
arrangement or composition with its creditors or any class of its creditors.

Regulatory

Each member of the Group and of the HBOS Group required fo be licensed (as a bank
or otherwise) is duly licensed in its jurisdiction of incorporation and domicile and, except
as would not reasonably be expecied to be material, is duly licensed or authorised in
each other jurisdiction where it is required to be licensed or authorised to conduct its
business.

Save as otherwise as would not (singly or in the aggregate) be material in the context of
the Placing and Open Offer, any acquisition of New Shares or subscription for
Preference Shares by HM Treasury, Ordinary Shareholders or Placees, New Share
Admission, Acquisition Share Admission, Preference Admission or post-New Share
Admission or post-Acquisition Share Admission dealings in the Ordinary Shares, neither
the Company nor HBOS is subject to any special or additional surveillance or
supervision by the FSA or to any special or additional reporting requirements in relation
fo its assets, liquidity position, funding position or otherwise and neither the Company
nor HBOS has been subject to any visits, beyond custornary visits, by the FSA,

The operations of each member of the Group and of the HBOS Group are and have
been conducted at all times in material compliance with the money laundering stafutes
of all jurisdictions, the rules and regulations thereunder and any related or similar rules,
regulations or guidelines, issued, administered or enforced by any governmental agency
{collectively, the “Money Laundering Laws™} and no material action, suit or proceeding
by or before any court or governmental agency, authority or body or any arhitrator
invoiving any member of the Group or of the HBOS Group with respect to the Money
Laundering Laws is pending or, to the best knowledge of the Company, threatened.

Except as previously disclosed by the Company, none of the Company, any other
member of the Group or, to the knowiedge of the Company, any director, officer, agent,
employee or Affiliate of the Company is currently subject to any sanctions administered
by the U.S. Department of the Treasury ("OFAC”) or any similar sanctions imposed by
the European Union, the United Nations or any other body, governmenial or other, to
which the Company or ay of its Affiliates is subject (collectively, “other economic
sanctions”); and the Company will not directly or indirectly use the proceeds of the
Placing and Open Offer, or lend, contribute or otherwise make available such proceeds
fo any other member of the Group, joint venture partner or other person or entity, for the
purpose of financing the activities of any person currently subject to any sanctions
administered by OFAC or any other economic sanctions.

None of the Company, any other member of the Group or, to the knowledge of the
Company, any director, officer, agent, employee or Affiliate of the Company, is aware of
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or has taken any action, directly or indirectly, that could result in a violation by such
persons of the U.S. Foreign Corrupt Practices Act of 1977, as amended, or the rules
and regulations thereunder (the FCPA) (including, without limitation, making use of the
mail or any means or instrument of interstate commesce corruptly in furtherance of an
offer, payment, promise to pay or authorisation of the payment of any money, or other
property, gift, promise to give, or authorisation of the giving of anything of value io any
“foreign official” (as such term is defined in the FCPA)} or any foreign political office, in
contravention of the FCPA), the OECD Convention on Bribery of Foreign Public Officials
in International Business Transactions (the OECD Convention) or any similar Jaw or
regulation, to which the Company, any other member of the Group, any director, officer,
agent, employee of any member of the Group or, to the knowiedge of the Company, any
Affiliate is subject; and the Company, each member of the Group and, to the knowledge
of the Company, its Affiliates have conducted their businesses in compliance with the
FCPA, the OECD Convention and any applicable similar law or regulation and have
instituted and maintain policies and procedures designed to ensure, and which are
reasonably expected to continue to ensure, continued compliance therewith.

United States Securities Regulatiohs
The Company is a “foreign issuer” (as defined in Regulation S under the Securities Act).

The Company reasonably believes that there is no “substantial US market interest” (as
defined in Rule 802(j) of Regulation S under the Securities Act) in any of the New
Shares.

The Company does not believe that it is and does not expect to become (whether as a
result of the receipt and application of the proceeds of the sale of the New Shares or
otherwise} a "passive foreign investment company” within the meaning of section 1287
of the US Internal Revenue Code of 19886,

The Company is not, and, immediately after giving effect to the offering and sale of the
New Shares and the application of the proceeds thereof as set forth in the Draft
Prospectus and, when published, the Prospectus, will not be, an “investment company”
as such term is defined in the US Investment Company Act of 1940,

There are no persens with registration rights or other similar rights to have any shares
registered by the Company under the Securities Act.

During the period of six monihs after New Share Admission, the Company will not, and
will not permit any of its Affiliates to, resell any New Shares which constitute “restricted
securities” under Rule 144 that have been reacguired by any of them other than in
transactions that meet the applicable requirements of Regulation S.

The Acquisition, including any offer and/or issuance of New Shares and New ADSs to
HBO0S shareholders and holders of HBOS ADRs, respectively, will be conducied in
compliance with the exemption from the registration requirements of the Securities Act
provided by Section 3(a)(10) thereof and in compliance with any applicable state
securities laws in the United States, or, should the Company elect to effect the
Acquisition by means of a takeover offer, pursuant to a valid registration statement, or
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an exemption from registration, under the Securities Act and in compliance with the
applicable tender offer rules under the Exchange Act.

Panel Conflrmation
The Panel has confirmed that:

(A) subject to the independent shareholders of the Company voting in favour of the
Whitewash Resclution, the Panel will disapply the requirement to make a
general offer upder the terms of Rule 9 of the City Code on Takeovers and
Mergers which would otherwise be required by the acquisition by HM Treasury
{or its nominee) of the New Shares; and

{B) it has consented to the amendment to the terms of the Acquisition as
announced in the Press Announcement,
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Part 1A

Additional representations, warranties and undertakings given in respect of the Clrcular
on the Circular Posting Date by reference to the facts and circumstances then existing

1.1

1.2

2.4

2.4

2.5

Pro forma and reconclliation

The pro forma financial information on the Enlarged Group set out in the Circular has
been duly and carefully prepared on the bases set out in the Circular, in accordance
with the Prospectus Rules and is presented on a basis consistent with the accounting
principles, standards and practices normally applied by the Company.

The unaudited recongiliation of HBOS Group financial information set out in Part 1X of
the Circular accurately presents and explains all material adjustrents which reconcile
the HBOS Group's audited consolidated income statement and consclidated nei assets
for each of the three years ended 31 December 2005, 2006 and 2007 and the
unaudited results for the six months ended 30 June 2008, as previously reported by the
HBOS Group, to estimates of those that would have been reported had HBOS Group
applied the accounting policies applied by the Company in the preparation of its interim
results for the six months ended 30 June 2008. All estimates upon which the
reconciliation is based are set out and fairly presented in Part X of the Circular, are
reasonable and the adjustments are appropriate for the purpose of presenting the
financial information (as adjusted) on a basis consistent in all material respects with the
accounting policies of the Group.

Reports

All information supplied by the Company or any member of the Group to the Joint
Sponsors and/or the Auditors for the purposes of the PwC Working Capital Report
and/or any other report or leter prepared by the Auditors in connection with the Placing
and Qpen Offer and in respect of any updates thereto, has been supplied to them in
good faith; and such information was when supplied and remains true and accurate in
all material respects and not misleading, and no information has been withheld the
ahsence of which might reasonably have affected the contents of the Working Capital
Report and/or any other such report or leiter,

All information supplied by HBOS or any member of the HBOS Group to KPMG for the
purposes of the KPMG Working Capital Report and/or any other report or letter
prepared by KPMG in connection with the Placing and Open Offer and in respect of any
updates thereto, has been supplied to them in good faith; and such information was
when supplied and remains true and accurate in all material respects and not
misleading, and no information has been withheld the absence of which might
reasonably have affected the contents of the KPMG Working Capital Report and/or any
other such report or letter,

The Reports are fairly presented and all information contained in the Reports is true and
accurate in all material respects and is not misleading and no fact or matter has been
omitted from the Reports which would be necessary to make the information therein not
misleading; and the Company has read and does not disagree with the statements of
opinion contained in, or the contents of, the Reports and (where relevant) the
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statements of opinion, intention or expectation attributed to the Group, the HBOS Group
of the Enlarged Group in the Reports are accurate statements of the opinions,
intentions or expectations held by the Group and/or the HBOS Group, which are fairly
based upon facts within the knowledge of the Company and/or HBOS, and have been
made after due and careful consideration and enguiry,

The PwC Working Capital Report has been approved by the Directors or a duly
authorised committee thereof, the KPMG Working Capital Report has been approved by
the board of directors of HBOS or a duly authorised committee thereof, the cashfiow
and working capital projections contained in the Working Capital Reports have been
prepared after due and careful consideration and enquiry, afl assumptions on which
such projections are based are set out in the Working Capital Reports and are
reasonable and such projections take inte account zll material matters of which the
Company andfor HBOS is aware concerning the Company, HBOS, the other members
of the Group, the other members of the HBOS Group and the Enlarged Group or the
markets in which any of them is carrying on, or is expecting to carry on, business and all
factwal information supplied to PwC by the Company or any cther member of the Group
or any of such person’s officers or to KPMG by HBOS or any other member of the
HBOS Group or any of such person’s officers for the purpose of enabling PwC and
KPMG respectively to identify or evaluate the assumptions underlying the relevant
projections is true, accurate and nof misleading and all other information (including any
forecast or projection) supplied for that purpose was carefully prepared and given in
good faith.

So far as the Company is aware, there is no fact or circumstance which is not disclosed
with sufficient prominence in the Circular which ought to be taken into account by the
UK Listing Authority in considering the declaration on production of a circular to be
submiftted to the FSA by each of the Joint Sponsors.




SCHEDULE 4
PRQC FORMA NOVATION AGREEMENT

THIS NOVATION AGREEMENT is made the [o] day of [e], 20{e]

BETWEEN:

1.

THE COMMISSIONERS OF HER MAJESTY'S TREASURY, of 1 Horse Guards Road,
London SW1A 2HQ ("HMT")

LLOYDS TSB GROUP PLC, a company incorporated in Scotland with registered
number 095000 and whose registerad office is at Henry Duncan House, 120 George St,
Edinburgh, Scotland EH2 4LH (the “Lloyds"),

UBS LIMITED, a company incorporated in England and Wales with registered number
2035362 whose registered office is at 1 Finsbury Avenue, London EC2M 2PP (*UBS");

MERRILL LYNCH INTERNATIONAL, a company incorporated in England and Wales
with registered number 02312079 and whose registered office is at Mermill Lynch
Financial Centre, 2 King Edward Sireet, London EC1A 1HQ ("Merrlli Lynch”);

CITIGROUP GLOBAL MARKETS LIMITED, a company incorporated in England and
Wales with registered number 01783297 and whose registered office is at Citigroup
Centre, Canada Square, Canary Wharf, London E14 5LB (“CGML");

CITIGROUP GLOBAL MARKETS U.K. EQUITY LIMITED of a company incorporated in
England and Wales with registered number 2079774 and whose registered office is at
Citigroup Centre, Canada Square, Canary Wharf, London E14 5.8 (the “CGMEL" and,
together with CGML, “Citi"); and

[ ) of [ ] [(registered in
England No. | 1] (the “Company”)

WHEREAS:

(A)

(B)

HMT, Lioyds, UBS, Merrill Lynch, and the Company have entered into the Placing
Agreement (as defined in this agreement).

HMT wishes to be released and discharged from the Placing Agreement and the
Company, UBS, Merrill Lynch and Citi have agreed to release and discharge HMT from
the Piacing Agreement upon the terms of the Company’s undertaking to perform the
Placing Agreement and be bound by its terms in the place of HMT and HMT agreeing to
guaraniee the Company's obligations in respect of the Placing Agreement.

NOW IT IS AGREED as follows:-

1.

INTERPRETATION
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1.1 In this agreement:

“Placing Agreement” means the agreement effective as of 13 October 2008 between
HMT, Lloyds, UBS, and Meirill Lynch and Citi relating to, inter
alia, the placing and open offer of a number of Lloyds ordinary
shares; and

“Continuing Parties” means, Lloyds UBS, Merrill Lynch and Citi and *Continuing
Party” shall be construed accordingly.

1.2 In this agreement, unless otherwise specified;

(A) references to clauses and sub-clauses are {0 clauses and sub-clauses of this
agreement; and

(8) headings to clauses and schedules are for convenience only and do not affect
the interpretation of this agreement.

2, COMPANY’S UNDERTAKING

With effect from the date of this agreement and in consideration of the undertakings

given by the Continuing Parties in clause 3, the Company hereby undertakes to

ohserve, perform, discharge and be bound by the Placing Agreement as if the Company
were a party to that agreement in the place of HMT. Notwithstanding this undertaking,
nothing in this agreement shall:

(A) require the Company to perform any obligation created by or arising under the
Placing Agreement falling due for performance, or which should have been
performed, before the date of this agreement;

B) make the Company liable for any act, neglect, default or omission in respect of
the Placing Agreement committed by HMT or occurring before the date of this
agreement, or

{C) impose any obligation on the Company for or in respect of any obligation
performed by HMT under the Placing Agreement before the date of this
agreement,

3. CONTINUING PARTIES' UNDERTAKING AND RELEASE OF HMT

3.1 With effect from the date of this agreement and in consideration of the undertakings

given by the Company in clause 2 and the undertakings and guarantee given by HMT in
clauses 4 and 5 respectively, each of the Continuing Parties hereby:

(A) releases and discharges HMT from all obligations to observe, perform,
discharge and be bound by the Placing Agreement;
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(B) accepts the Company's undertaking fo observe, perform, discharge and be
bound by the Placing Agreement (such undertaking being set out in clause 2);
and

{C) agrees fo observe, perform, discharge and be bound by the Placing Agreement
as if the Company were a party to the Placing Agreement in the place of HMT.

Notwithstanding the provisions of sub-clause 3.1(A), nothing in this agreement shall
affect or prejudice any claim or demand whatsoever which any Continuing Party may
have against HMT in relaiion to the Placing Agreement and arising out of matters prior
fo the date of this agreement.

HMT'S UNDERTAKING AND RELEASE OF THE CONTINUING PARTIES

With effect from the date of this agreement and in consideration of the undertakings
given by the Continuing Parties in clause 3, HMT hereby releases and discharges each
of the Continuing Parties from all obligations to observe, perform, discharge and be
bound by the Placing Agreement. Notwithstanding this undertaking and release,
nothing in this agreement shall affect or prejudice any claim or demand whatsoever
which HMT may have against any Continuing Party in relation to the Placing Agreement
and arising out of matters prior {o the date of this agreement.

GUARANTEE AND INDEMNITY

in consideration of the undertakings given by the Continuing Parties in clauge 3, HMT
hereby unconditionally and irrevocably guarantees toc each Continuing Party the due
and punctual performance and observance by the Company of all its obligations,
commitments and undertakings under or pursuant to this agreement and agrees to
indemnify each Continuing Party on an after-fax basis against all loss, damage, costs
ang breach by the Company of its obligations, commitments or undertakings under or
pursuant to this agreement. The liability of HMT under this agreement shall not be
released or diminished by any variation of the terms of this agreement or the Placing
Agreement as novated by this agreement (whether or not agreed by RMT), any
forbearance, neglect or delay in seeking performance of the obligations hereby imposed
or any graniing of time for such performance.

If and whenever the Company defaults for any reason whaisoever in the performance of
any obligation or liability undertaken or expressed to be undertaken by the Company
under or pursuant to this agreement, BMT shall forthwith upon demand unconditionally
perform (or procure performance of) and satisfy (or procure the satisfaction of) the
obligation or liability in regard to which such default has been made and so that the
same benefits shall be conferred on each Continuing Party as such party would have
received if such obligation or liability had been duly performed and satisfied by the
Company.

This guarantee is to be a continuing guarantee and accordingly is to remain in force
until all the obligations, commitments and undertakings of the Company referred fo in
sub-clause 5.1 shall have been performed or satisfied. This guarantee is in addition to
and without prejudice to and not in substitution for any rights or security which any
Continuing Party may now or hereafter have or hold for the performance and
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observance of the obligations, commitments and undertakings of the Company under or
in connection with this agreement.

As a separate and independent stipulation HMT agrees that any obligation expressed o
be undertaken by the Company (including, without limitation, any meneys exprassed to
be payable under this agreement or the Placing Agreement as novated by this
agreement) which may not be enforceable against or recoverable from the Company by
reason of any legal limitation, disability or incapacity on or of the Company or any other
fact or circumstance (other than any limitation imposed by this agreement or the Placing
Agreement as novated by this agreement) shall nevertheless be enforceable against
and recoverable from HMT as though the same had been incurred by HMT and HMT
were the sole or principal obligor in respect thereof,

COMPANY CEASES TO BE WHOLLY OWNED BY HMT

In the event that the Company at any time after the date of this agreement ceases to be
directly or indirectly wholly-owned by HMT, the Company shall, and HMT will procure
that the Company shall, enter into a novation agreement upon substantially the same
terms as this agreement such that the rights and obligations assumed by the Company
under this agreement are novated either to HMT or to an entity which is, directiy or
indirectly, wholly owned by HMT. The Continuing Parties agree to consent te, and to
execute and deliver all such documentation as may be necessary to effect, such
novation,

NOTICES

For the purposes of all provisions in the Placing Agreement conceming the service of
notices, the address of the Company is its registered office as shown above from time o
time and its fax number is (»). All notices served on the Company under the Placing
Agreement should be marked for the attention of [»].

COUNTERPARTS

This agreement may be executed in any number of counterparts, and by the pariies on
separate counterparts, but shall not be effective until each party has executed at least
one counterpart.

Each counterpart shall constitute an original of this agreement, but all the counterparts
shall together constitute but one and the same instrument.

GOVERNING LAW

The Continuing Parties and the Company hereby agree that this Agreement and any
non-contractual obligations arising out of or in connection with it shall be governed by
and construed in accordance with English faw and that the courts of England and Wales
are to have exclusive jurisdiction to settle any matter, claim or dispute arising hereunder
and submits to the jurisdiction of the English Courts,




10.

126

AGENT FOR SERVICE OF PROCESS

The Company shall at all times maintain an agent for service of process and for service
of any other documents and proceedings in England, or any other proceedings in
connection with this Agreement. Such agent shall be {agent with address in England)
and any writ, judgment or other notice of legal process shall be sufficiently served on
the Company if delivered to such agent at its address for the time being. The Company

_irrevocably undertakes not o revoke the authority of the abave agent and if, for any

reason, the agent ceases o act as such, the Company shall appoint a replacement
agent having an address for service in England and shall notify Lioyds, Citi, Merrill
Lynch, UBS and HMT of the name and address of such reptacement agent. If the
Company fails to appoint another agent, Lloyds, having consulted with Citi, Merrill Lynch
and UBS, shall be entitled to appoint one on the Company's behalf and at the
Company's expense.
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IN WITNESS of which this Agreement has been executed on the date which first appears on
page 1 of this Agreement.

For and on behalf of
The Commissioners of Her Majesty’s Treasury

For and on behalf of
UBS Limited

For and on behalf of

Merrill Lynch Intemational

For and on behalf of

Citigroup Global Markets Limited
For and on behalf of

Citigroup Global Markets U.K, Equity Limited

For and on behalf of
Lloyds TSB Group plc

For and on behalf of
finsert name of the Company]
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SCHEDULE 5
US INVESTOR LETTER

[Name, address, fax number and
aftention details for the Company]

[Mames, addresses, fax numbers and
attention delails for the Placing Agents]

cc: [You must fax a copy of this letter
to the financial Intarmediary through
which your existing ordinary shares
are held. Accordingly please insert
here name, address and contact
details of the relevant financial
intermediary.]

, 2008

Ladies and Gentlemen

In connection with our proposed acquisition of new shares {the “New Shares”) of [insert name
of company) (the “Company”), which are being offered by way of a placing and open offer (the
“Placing and Open Offer”), we represent, warrant, agree and confirm that:

1. To the extent we are an existing shareholder of the Company, we are the beneficial
holder of and/ar exercise full investment discretion with respect to our ordinary shares of
the Company.

2. We are an institution which (&) has such knowledge and experience in financial and
business matters that we are capable of evaluating the merits and risks of our
investments in the New Shares, and (b) we, and any accounts for which we are acling,
are able to bear the economic risk, and sustain a complete loss, of such investment in
the New Shares.

3. We are a “qualified institutionat buyer” (a “QIB") as defined in Rule 144A (*Rule 144A%)
under the US Securities Act of 1833, as amended (the “Securlties Act”). Further, if we
are acquiring the New Shares as a fiduciary or agent for one or more investor accounts,
(a) each such account is a QIB, (b) we have investment discretion with respect to each
account, and (c) we have full power and authority to make the representations,
warranties, agreements and acknowledgements herein on behalf of each such account.
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We will base our investment decision on a copy of the Company’s prospectus dated [e],
2008, including the documents incorporated by reference therein (the “Prospectus”). We
acknowledge that neither the Company nor any of its affiliates nor any other person
{including [insert names of placing agents] (together, the “Placing Agents™)) has made
any representations, express or implied, to us with respect to the Company, the Placing
and Open Offer, the New Shares or the accuracy, completeness or adequacy of any
financial or other information concerning the Company, the Placing and Open Offer or the
New Shares, other than (in the case of the Company and its affiliates only) the
information contained or incorporated by reference in the Prospecius. We acknowledge
that we have not relied on any information contained in any research reports prepared by
the Placing Agents or any of their respective affiliates. We understand that the
Prospectus has been prepared in accordance with UK format, style and content, which
differs from US format, style and content. In particular, but without limitation, the financial
information contained in the Prospectus have been prepared in accordance with
International Financial Reporting Standards, and thus may not be comparable to financial
statements of US companies prepared in accordance with US generally accepied
accounting principles. We will not distribute, forward, transfer or otherwise transmit the
Prospectus, or any other presentational or other materials conceming the Placing and
Open Cffer {including electronic copies thereof) to any person within the United States
(other than a QIB on behalf of which we act). We acknowledge that we have read and
agreed {0 the matters set forth under the heading "[insert name of relevant section of
Prospectus containing notices lo oversees invesfors, including US investors] in the
Prospecius.

We will make our own independeni investigation and appraisal of the business, results,
financial condition, prospects, creditworthiness, status and affairs of the Company and
we wilt make our own investment decision to acquire the New Shares. We understand
that there may be certain consequencas under US and other tax laws resulting from an
investment in the New Shares, including that we must bear the economic risk of an
investment in the New Shares for an inde